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Foreword

The problems of displaced adults have received increasing attention in the 1980s,
as social, technological, and economic changes have changed the lifestyles of mil-
lions of Americans. Displaced adults are workers who have lost jobs through no
fault of their own, or homemakers who have lost their mgor source of financial
support.

In October 1983 OTA was asked by the Senate Committee on Finance and the
Senate Committee on Labor and Human Resources to assess the reasons and out-
look for adult displacement, to evaluate the performance of existing programs to
serve displaced adults, and to identify options to improve service. In June 1984,
the House Committee on Small Business asked OTA to include in the study an ex-
amination of trends in international trade and their effects on worker displacement.

Worker displacement will continue to be an important issue for the remainder
of the decade and beyond, as the U.S. economy adapts to rapid changes in inter-
national competition, trade, and technology. While increasing automation and other
industry adjustments to new competitive forces benefit the Nation as a whole, they
do mean that millions of workers are displaced. The report shows that changes
occurring in trade and technology mean that people whose work involves mainly
routine manual and mental tasks, particularly in manufacturing, are vulnerable
to displacement. Tasks, jobs, and processes that are highly dependent on semiskilled
labor are those most likely to be moved offshore, lost to import penetration, or auto-
mated. As aresult, less educated and less skilled workers are overrepresented among
the displaced, and are unlikely to qualify for highly skilled technical, professional,
or managerial positions which are less vulnerable to displacement.

This report concentrates on the problems of displaced blue-collar and nonpro-
fessional white-collar workers. These workers are likely to face extended periods
of unemployment, loss of health insurance and retirement benefits, and reemploy-
ment only in a new job with lower pay. For many semiskilled blue-collar workers
the best route back to a good job is retraining, athough even with retraining, ini-
tial wages are often lower than on the old jobs. Most displaced workers can bene-
fit substantially from other reemployment services, such as job search assistance,
counseling, and job development. Relocation assistance is appropriate for some.
This report gives an overview of Federa programs that provide such services, and
evaluates the extent to which both private and public programs are meeting the
needs of displaced workers. It also includes an assessment of the extent to which
adult educational systems and new educational technologies can help displaced
workers and homemakers prepare for new jobs. In many cases, this preparation
involves basic education, an area where technologies such as Computer Aided In-
struction and interactive videodisks are especially promising.

OTA thanks the many people—advisory panel members, government officials,
reviewers, and consultants—for their assistance. As with all OTA studies, the infor-
mation, analyses, and findings of this report are solely those of OTA.
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manual labor and routine mental tasks are vul-
nerable to computer-based technology. Through
the rest of the century, pressures for adjust-
ment will hit hardest at people holding these
jobs.

Another group of displaced people, with
especially difficult problems of finding ade-
quate jobs, is displaced homemakers. These are
women whose main job has been home and
family, but who must now support themselves
because of divorce, widowhood, disability or
long-term unemployment of their spouse, or
loss of eligibility for public assistance. Like
workers displaced from factories and offices,
they have lost their major source of income and
face painful readjustment problems. The num-
ber of displaced homemakers facing serious em-
ployment problems is in the millions, and is
growing. Federal assistance to displaced
homemakers has been meager in the past, but
recently was substantially increased in the Carl
D. Perkins Vocational Education Act of 1984.
Yet support for the programs serving this group
is still small in relation to their numbers. Bar-
riers to employment are higher for displaced
homemakers than for mainstream displaced
workers, because many have little experience
in apaid job. Barriers to training are also high
because most of these women have no unem-
ployment insurance or other income cushion
to see them through training.

To meet the challenge of living with global
competition while enhancing the quality of its

citizens' lives, the United States will have to
move on many fronts to upgrade the skills of
its work force and to make the best use of the
abilities of its people. This includes giving all
Americans a sound basic education; giving
adult workers the opportunity to retrain later
in life, in classrooms or in the workplace; de-
signing jobs and organizing work to take best
advantage of the skills people have or can ac-
quire; and ensuring high-quality reemployment
and retraining services to workers who find
themselves in the wrong place at the wrong
time, and become displaced. Responsibility for
the success of such efforts is not just that of
the Federal Government, but of local and State
governments as well, working in cooperation
with employers and the private sector.

Policy options are discussed in chapter 2 of
this report, These options include congres-
sional actions that could facilitate more rapid
response to displacement and quicker reem-
ployment, enhancing both vocational and basic
education and training in JTPA and other pro-
grams, improving delivery of assistance to dis-
placed homemakers, adjusting JTPA reporting
reguirements to give more timely information
on program spending and services offered, im-
proving labor market and occupational infor-
mation, emphasizing research on the effects of
technological change on jobs, and enhancing
the contribution of instructional technologies
in adult education and training.

INTRODUCTION

The Senate Committee on Finance and the
Senate Committee on Labor and Human Re-
sources requested that the Office of Technol-
ogy Assessment (OTA) undertake an assessment
of the causes of and remedies for displacement.
The committees requested that specia atten-
tion be given to the role of technology as a
cause of displacement, and that the assessment
explore the potential of instructiona technol-
ogy for retraining workers who need new skills
or basic education to find good new jobs. In

addition, these committees asked that OTA as-
sess the extent to which occupational forecasts
made by the BLS incorporate and adjust for
technological change. A subsequent request,
made by the House Committee on Small Busi-
ness, asked OTA to focus particularly on the
role of trade in causing displacement, and to
examine how trade affects employment in gen-
eral, In response to these congressional inter-
ests, OTA undertook a study to answer the fol-
lowing general questions:
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« How does technological change displace
workers, and who is displaced by labor-
saving machinery? What kinds of people
and industries are most likely to be af-
fected by labor-saving technologies?

« How do trade and offshore production af-
fect employment in different sectorsin the
United States? What kinds of workers and
industries are most likely to be adversely
affected by trade and relocation of produc-
tion to offshore sites?

+ How do reemployment programs perform
in finding new jobs for eligible workers?
What kinds of services are offered, and
how effective are different types of pro-
grams and services?

« To what extent do adult educational insti-
tutions serve the needs of displaced peo-
ple or help adults prepare for job and ca-
reer changes, and avoid displacement?
What are the roles of government and the
private sector in retraining and educating
displaced adults?

« What contribution could new technologies
for training and education make in help-
ing people to develop new skills and over-
come basic skills problems?

To address these questions, OTA investi-
gated industries affected by either significant
foreign competition or changing technologies,
or both, to find out how these changes affected
workers, numbers of job opportunities, and the
quality of jobs in the industries. National dis-
placed worker programs and individual proj-
ects, public and private, were examined to
determine what kinds of workers are being
assisted, what kind of assistance is given, and
how well the assistance succeeded in finding
new employment and minimizing the costs of
displacement. The educational requirements of

displaced adults were assessed, as were the
abilities of existing adult education institutions
and instructional technologies in the public
and private sectors to help workers avoid dis-
placement, by preventive training and by up-
grading the skills of the work force. OTA ex-
amined the ability of the so-called high-
technology manufacturing sectors to replace
jobs lost in other sectors. Finally, OTA assessed
the overal employment trends in the United
States and their impact on the performance of
displaced worker programs and projects.

The Senate Committee on Labor and Human
Resources aso requested that OTA, in addition
to assessing worker displacement, assess the
problems and needs of displaced homemakers.
To satisfy this request, OTA analyzed data
from the Bureau of the Census in order to esti-
mate the number and characteristics of dis-
placed homemakers and assessed the structure
and performance of national programs and in-
dividual projects for displaced homemakers.

Specific policy options were identified which
might improve the system of assistance for dis-
placed workers, and help employed workers
make job and career transitions. In addition,
OTA identified some policy options that ad-
dress occupational forecasting and research on
the employment effects of government-spon-
sored research. Because the report focuses pri-
marily on displacement, other kinds of policy,
such as overall labor policy, industrial policy,
trade policy, and macroeconomic policy were
not addressed specifically. While trade, indus-
trial adjustment, and macroeconomic perform-
ance do affect employment and displacement,
policies in these areas have other consegquences
and objectives than affecting employment.

DISPLACED WORKERS: DEFINITION AND DESCRIPTION

Worker displacement is a continuing prob-
lem in a growing, dynamic economy. In the in-
dustrialized world, conditions of production
and competition are constantly changing: new
production technologies are developed, new

products are made, and old products and tech-
niques fall by the wayside. New competitors
enter the field, forcing existing enterprises to
adjust or go out of business. Increasingly, this
competition is international. The number of
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countries whose products can hold their own
in industrialized countries is growing. There
is aso a growing conviction that the pace of
such change is accelerating: that the adjust-
ments must be made more often, that the pres-
sure to change before the competition changes
isintensifying. Most experts agree that this dy-
namism is good for the economy as a whole.
The processes of competition and change al-
low people to choose from a wider variety of
goods and services, at lower cost, than would
be possible in a static economy.

However, technological change and world
economic interdependence mean that millions
of American workers are displaced, and some
must make forced work transitions several
times during their lives, Automation, chang-
ing conditions of trade, offshore production,
and changing consumption patterns have dis-
placed millions of workers, and made it nec-
essary for others to learn new skills, relocate,
or change jobs.

Between January 1979 and January 1984, 11.5
million workers lost jobs due to plant closings
or relocation, abolition of a position or a shift,
or slack work. of those, 5.1 million had had the
job for at least 3 years, and were considered dis-
placed according to a special survey conducted
by the Census Bureau in January 1984 and ana
lyzed by BLS. This definition underestimates
the number of displaced workers, primarily be-
cause workers (such as younger workers and
people who have just changed jobs) who have
not held their former jobs for 3 years are not
counted as displaced. However, it is inappro-
priate to count all 11.5 million workers who
lost their jobs during the period as displaced,
because some of the loss of jobs—particularly
that due to “slack work” —probably was cy-
clical.

By January 1984, 1.3 million of the 5.1 mil-
lion displaced workers were still unemployed;
some 500,000 had been unemployed for more
than 27 weeks. About 730,000 people had left
the labor force, some by choice but many out
of discouragement or by retiring earlier than
they might have wished. During the entire 5-
year period, nearly one-fourth of the 5.1 mil-

lion displaced workers were without work for
more than a year. Many of the 3.1 million work-
ers who were reememployed had experienced
real difficulties finding new jobs. During the
5 years, nearly one-third of those who found
jobs and who reported their earnings had taken
pay cuts of 20 percent or more, and over one-
tenth of former full-time workers had taken
part-time work.’

Displaced workers are typically white males
of prime working age with a steady work his-
tory in a blue-collar job in the Midwest or
Northeast. However, many other groups are
represented. One-third of displaced workers
are women; 12 percent are black; 18 percent
are over 55. Forty percent of the full-time work
force is female, 11 percent is black, and 12
percent is over 55. Even though women are ac-
tualy underrepresented in the population of
displaced workers, and black people are repre-
sented in proportion to their share of the work
force, these groups fared significantly worse
than white men in regaining employment after
being displaced.

Less skilled and less educated workers are
more likely to be displaced, and more likely to
have trouble finding a new job. Among the 5.1
million workers displaced from 1979 to 1983,
the most overrepresented occupational group
by far was machine operators, assemblers, and
repairers, who comprised 22 percent of the dis-
placed workers but only about 7.5 percent of
the work force. Less likely to be displaced and
more likely to find replacement jobs were pro-
fessionals; executive, administrative and mana-
gerial workers; technicians, salespeople; and
service workers (figure I-1).

The occupational group most at risk (ma-
chine operators, assemblers, and repairers) is
concentrated in manufacturing, and indeed,
manufacturing workers experienced job losses
far out of proportion to their numbers. Nearly
half the displaced workers were from manu-
facturing, athough manufacturing employs

:0f the 3.1 million workers considered displaced accorldgigf

to the BLS definition who were reemployed by January 1
2 million reported earnings in both the old and the new jobs.
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Figure 1-1.— Percentage of Displaced Workers and Percentage of Labor Force, by Occupation
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less than 20 percent of the work force (figure
1-2). The largest job losses occurred in nonelec-
trical machinery, automobiles, primary metals,
and textiles and apparel. Together, these four
sectors accounted for nearly 21 percent of all
displaced workers, athough they employ only
about 6 percent of the work forces

Geographically, the hardest hit was the Great
Lakes region—Michigan, Ohio, Indiana, Il-
linois, and Wisconsin. This region accounted
for 24 percent of the displaced, but only about
18 percent of the work force. The Middle At-
lantic area (New York, New Jersey, and Penn-
sylvania) and the East South Central region
(Mississippi, Alabama, Tennessee, and Ken-
tucky) also had more than their share of dis-

_ figures reIatin‘g to percentages of the work force in different
industries come from establishment data collected by States and
compiled by the Bureau of Labor Statistics. This data comes from
a survey of businesses with payrolls, and does not include peo-
ple employed in agriculture or Self-employed, The establishment
data for 1984 pertained to 82 percent of the entire work force,
or about 94 million people.

placed workers (figure 1-3). Since these regions
also are centers of manufacturing, this regional
concentration is not surprising.

Displaced workers are likely to experience
prolonged unemployment. Of the 5.1 million
workers displaced between January 1979 and
January 1984,43 percent were out of work for
at least 27 weeks, and nearly one-fourth of them
had periods of joblessness adding up to a year
or more (figure 1-4). Many of these people are
out of work long enough to exhaust unemploy-
ment insurance and family savings. Of the
nearly 2.5 million manufacturing workers dis-
placed, less than 60 percent had found jobs as
of January 1984; the rest had either dropped
out of the labor force or were unemployed.

The costs of displacement do not usually end
with reemployment. Many displaced workers
take jobs at lower pay and status than they had
in their old jobs. Of the workers who reported
their earnings in the Census Bureau survey, 45
percent had taken a pay cut, and two-thirds of
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Figure 1-2.— Displacement by Industry, 1979 to 1984, and Percentage of
Total Labor Force Accounted for by Each Industry, 1979
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Review, vol. 186, No. 6, June 1985, p. 5; and U.S. Department of Labor, Bureau of Labor Statistics, Supplement
to Employment and Earnings, 1909-78 (Washington, DC: U.S. Government Printing Office, June 1984).

those were earning less than 80 percent of their
former income. Even workers who find jobs
that pay as well as their former jobs may still
lose earnings over time, for they might have
received raises and adjustments for inflation
if they had been able to keep the old job. The
Congressional Budget Office found that, on
average, displaced workers experience long-
term wage losses, and the greater the worker’s
seniority in the old job, the greater the loss.
Moreover, displaced workers lose benefits:
health benefits usually stop, and pension ben-
efits suffer. The loss of health benefits is a
matter of urgent concern to many displaced

workers. A score of bills in the 98th Congress
proposed funding mechanisms for health in-
surance for the unemployed, and three such
bills have been introduced in the 99th Congress.

The economic stresses of displacement take
atoll in mental and physical health. Prolonged
unemployment, which most displaced workers
suffer, typically brings with it increases in
stress, anxiety, depression, physical ailments,
acoholism, and family strife. While these emo-
tional costs are difficult to quantify, they are
very real.
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Figure 1-3.-Percentage of Labor Force and Percentage of Displaced Workers,
by Region, 1984
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Displacement, Employment, and
the U.S. Economy

Displacement can be devastating for commu-
nities and regions as well as individuals. The
decline of manufacturing has hit certain States
and regions much harder than others. More-
over, individua communities, and even whole
regions, may reman depressed for years, as
Appalachia did following the collapse of coal
mining in the 1950s and 1960s. Large losses of
employment have ripple effects in the commu-
nity. A large layoff in one industry also affects
workers in supplier industries and workers in
local service establishments when laid-off
workers reduce spending. For example, the
unemployment rate of Michigan, in which
thousands of workers were displaced from the
automobile and related industries, was 10.4
percent in March 1985, still well above the na-
tional average nearly 2 years into an economic
recovery (figure 1-5).

Of course, if the economy—particularly the
local economy—is creating jobs at a healthy
rate, the ripple effects of large employment
losses dissipate more quickly, and displaced
workers may have an easier time finding new
jobs. However, the new jobs created may not
be ones that the displaced workers can move
into without major sacrifices of income, ben-
efits and seniority, or without substantial edu-
cation or training. It is unlikely that manufac-
turing employment—particularly production
work—will exceed its 1979 peak in the long run
(in the 1990s and beyond). Some observers, in
assessing the effects of new technology alone,
foresee a decline in manufacturing employ-
ment in absolute terms. Displaced manufactur-
ing workers will increasingly have to find new
employment in service industries.

The shift of employment to services is well
established: in the United States, over 50 per-
cent of employment has been in service sec-
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Figure |-4.—Displaced Workers Weeks Without Work,
as of January 1984
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tors for over 50 years. By 1985, nearly three-
guarters of all employees in the United States
worked in service-producing sectors, In the last
decade and a half, nearly all the new jobs cre-
ated in the United States have been in service-
producing sectors: of the 23.3 million people
added to nonagricultural payrolls between 1970
and 1984, 94 percent were in service produc-
tion; only 1 percent were in manufacturing.
Since 1979, manufacturing employment has
dropped by nearly 1.5 million employees.

The fastest growing sector is a category that
includes hotels and other lodging places, per-
sonal services, business services, auto repair
and service, motion pictures, amusement and
recreation services, health services, and mis-
cellaneous services. Like employment in other
service-producing sectors, this sector includes

many kinds of jobs, from highly paid, well-
esteemed positions such as physician, account-
ant, and computer programmer to low-paid,
less skilled positions such as nurse aide, clerk-
typist, and cashier. In general, employment in
service-producing sectorsis lower paid than in
manufacturing: in 1984, average hourly wages
for production and nonsupervisory workers in
al the service-producing sectors was $7.52,
compared to $9.18 in manufacturing. Service
sectors have higher concentrations of jobs both
in generally low-paying occupations and in
management than manufacturing does. For dis-
placed workers, who are often unable to move
into the more desirable jobs in service sectors
without substantial education or retraining,
moving to the service sector probably will
mean loss of income and status.

Some workers, of course, will be able to shift
from one manufacturing job to another, but
high-technology manufacturing sectors, such as
computer and semiconductor manufacture, are
unlikely to rescue many workers displaced from
traditional manufacturing sectors. While high-
technology industries have created jobs faster
than the economy as a whole, the employment
base of these industries is small, so the num-
ber of jobs created is relatively modest. De-
pending on the definition of high technology
chosen, only about 2.8 million to 9.7 million
people worked in high-technol ogy manufactur-
ing sectors in 1984." According to the most re-
strictive definition, which includes the sectors
most people would identify as high-technology
sectors, only 2.8 million people were employed
in high-technology manufacturing industries

«The most restrictive definition of high-technology includes

industries with a ratio of research and development expendi-

tures to net sales at least twice theaverage of all industries. This
definition includes sectors most people would identify ashigh-

technology: drugs; office, computing, and accounting machines;

communication equipment; electronic components and acces-

sories; aircraft and parts; and guided missiles and space vehi-

cles. The most liberal definition includes industries with a

proportion of technologhy-orlented workers (engineers, life and
physical scientists, mathematical specialists, engineering and

science technicians, and computer specialists) at least 1.5 times

the average for all industries. This definition includes many in-
dustries not commonly thought of as high-technology, such as
heavy construction; paints and allied products; soaps, cleaners
and toilet preparations; farm and garden machinery; and mo-

tor vehicles and equipment,
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Figure 1-5.—State Unemployment Rates and D sp acemen July 1985
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in 1984. Moreover, employment in many high-
technology sectors increasingly is skewed
toward managerial and professional occupa-
tions, which most displaced workers are un-
qualified for without a great deal of additional
education. Production jobs have grown more
slowly than total employment in many impor-
tant high-technology sectors, and account for
less than 48 percent of employment in high-
technology manufacturing. In all manufactur-
ing, production workers account for about 69
percent of employment (figures 1-6 and 1-7).

In addition, high-technology manufacturing
workers are not invulnerable to the economic
forces that lead to displacement. The persist-
ent high value of the dollar in currency ex-
change markets has hurt high-technology man-
ufacturers as well as traditional manufacturers.
While a fall in the value of the dollar would
help restore the competitiveness of some firms,
the long duration of the dollar’ s imbalance has
allowed foreign producers of high-technology

as well as traditional goods to develop distri-
bution and servicing networks throughout the
world. Recapturing this lost market share will
not be automatic or simple for U.S. producers.
Altogether, it is unlikely that high-technology
sectors will make up for lost employment in
declining manufacturing industries in the fore-
seeable future.

Small business cannot be counted on to make
up al the job losses in large manufacturing
firms. Although most evidence shows that
small businesses at times create more jobs than
large ones, the differential is uncertain and
may be rather small over the long run. Conclu-
sions that small businesses create far more than
their share of jobs have been drawn from data
on establishments, which are not necessarily
the same as businesses;, many small establish-
ments are branches or subsidiaries of larger
firms. In 1978-80, small establishments created
jobs out of proportion to their share of total em-
ployment, but small firms (fewer than 100 em-
ployees) accounted for little more than would

Figure 1-.— Production Workers as a Percentage of Manufacturing Employment
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Figure 1=7.—Production Workers as a Percentage of Employment in High-echnology Industries
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be expected. In that period, small firms had 36
percent of total employment and generated 39
percent of new jobs. During the 1980-82 reces-
sions, however, very small firms (fewer than
20 employees) generated all the net new jobs
in the economy; other sizes of business showed
declines during this period. Whether small
firms create more than their share of employ-
ment over the long term is unclear; the job cre-
ation record of small business appears highly
variable.

Displaced Worker Programs

Displaced workers are not the only unem-
ployed workers. According to the definition of
displacement of the U.S. Department of Labor,
displaced workers accounted for about 14 per-
cent of unemployment in January 1984. Dis-
placed workers have the advantage of estab-
lished work histories and good work habits,
and many have some transferable skills. As a
result, they are usually more employable than
disadvantaged workers or unemployed teen-
agers, many of whom lack acceptable work
habits such as demonstrated willingness to
show up on time and put in the requisite num-

ber of hours. In view of the greater problems
of the disadvantaged and current constraints
on public spending, some observers question
whether the government should provide spe-
cial services for displaced workers.

One justification for government programs
for displaced workers is that these people bear
a disproportionate share of the burden for hav-
ing a dynamic, adaptable, and generally open
economy. Displaced worker programs may be
viewed as the price society pays for an open
trade policy and for a labor market that per-
mits private employers considerable latitude in
hiring and firing—much more than in some
other industrialized countries. Another justifi-
cation is that displaced worker programs can
also help society avoid other kinds of expend-
iture, such as unemployment insurance, food
stamps, Medicaid, and welfare that arise dur-
ing long stretches of unemployment. Little re-
cent information is available on the extent to
which displaced worker programs substitute
for other kinds of social expenditures, but
earlier studies, evaluating the displaced worker
program of the 1960s, found that savings in
welfare and other transfer payments were large
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enough to pay back the investment of public
funds in 2 to 4 years.

Concern over displacement, and government
programs designed to serve displaced workers,
tend to wax with unemployment and wane as
employment recovers. In 1962, concerned with
rising unemployment rates and fearing that
automation would aggravate unemployment,
Congress provided specia funding for dis
placed workers in the Manpower Development
and Training Act (MDTA). Within 2 years,
however, a prosperous economy and falling un-
employment caused a shift in the emphasis of
government employment and training programs,
toward assistance for disadvantaged workers.
The unemployment rate stayed low through-
out the 1960s, partly due to the enormous fis-
cal stimulus of the Vietham conflict and the
Great Society programs. In the 1970s, unem-
ployment rates again edged up. By the late
1970s, unemployment in a nonrecession econ-
omy had risen to 7 percent, and it hit a post-
World War Il high of 10.8 percent in Decem-
ber 1982, at the depth of the recession. Con-
cern over displacement reemerged strongly.

Concern was translated into action with the
1982 Job Training Partnership Act (JTPA, Pub-
lic Law 97-300). Title I1l of JTPA authorized
services for displaced workers. In October
1983, State Title Il programs to serve dis-
placed workers were Initiated. Federal fund-
ing of $223 million was provided for a startup
period of 21 months.JTPA Title 111 was the
first Federal program designed to serve al
groups of displaced workers since the begin-
ning of MDTA, in the early 1960s.

Although unemployment remains high by the
standards of the past four and a half decades,
it has fallen from its peak in the 1981-82 reces-
sion. In mid-1985, civilian unemployment fluc-
tuated between 7 and 7.5 percent for nearly a
year, dipping to 7 percent in August. With the
unemployment rate falling from recession highs,
concern over displaced workers also lessened.

sThis funding covered fiscal year 1983 and the transition year,
a 9-month period from October 1983 to June 1984. TPA is funded
by program %/ear, beginning in July, rather than in October as
the Federal fiscal year does.

The economic recovery neither stopped nor
even greatly reduced displacement. Displace-
ment is an ongoing process, associated with
technical and economic change, and the prob-
lems of displacement are not the same as those
of general or cyclica unemployment. Plant
closings and mass layoffs, mgor contributors
to displacement, are continuing during the re-
covery. Moreover, plant closings and mass
layoffs are by no means confined to mature in-
dustries such as steel, textiles, and automobiles.
For example, in Santa Clara County (Califor-
nias Silicon Valley) semiconductor industry
employment fell by about 2,000 in a few months,
from 51,000 in November 1984 to 49,000 in
May 1985. In the semiconductor industry as
awhole, employment fell by 9,600 between its
peak in December 1984 and July 1985.

The need for services to displaced workers
does not vanish during economic recovery and
growth. There is a continuing need for dis-
placed worker services in an economy that is
changing as rapidly as that of the United States.
The demand for services may be greater dur-
ing recessions, when it is more difficult for
displaced workers to find jobs on their own.
Displacement itself may increase during reces-
sions, as some marginaly competitive firms
close or permanently cut back production and
employment. For example, employment losses
in the textile industry have been heavy during
recessions, and these losses have not been
made up during recoveries. According to the
BLS survey, over 1.2 million workers were
displaced even in 1979, by most standards a
healthy year economically.’

Performance of JTPA Title IlI

Judgments about the effectiveness of Title I11
should be made cautiously at this point. JTPA
Title 111 is the first comprehensive program for
displaced workers in nearly 20 years. Most
States have had to spend some part of the first
2 years of Title I1I's existence organizing to

*This figure may be an understatement, because the workers
were surveyed 5 years after job losses occurring in 1979; accord-
ing to BLS, people tend to forget events of the more distant past,
and probably underreported job losses in the earlier years of the
5-year period.
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serve displaced workers. Few projects have yet
learned how to cope with differing economic
circumstances and changing populations of
displaced workers. As a result, some projects
and States have spent their initial alotments
of funds quite slowly, leaving $184.5 million
in unspent, but probably mostly obligated,
funds by June 1985.

Title 11l served 96,100 workers in its first 9
months, and another 132,200 workers were
newly enrolled in the full program year July
1984 June 1985. Thisis probably less than 5 per-
cent of the eligible population. In 1983 over
3 million adult workers were displaced from
their jobs, according to the BLS survey; most
of these workers were eligible for Title 11
services.’ So far, the number of workers served
per year by Title Ill is about 3.5 times the
number of workers served by the Industrial
Adjustment Service (IAS) of Canada, while the
U.S. work force is amost 10 times larger than
Canada's.

IAS and Title 111 are different: the Title 111
program offers a broad range of services, in-
cluding counseling, job search and placement
assistance, vocational training, and education.
The IAS program is focused on helping dis-
placed workers find new jobs quickly, offering
services immediately on notification of mass
layoffs or plant closings. The IAS program does
not itself provide vocational training or educa-
tion, but can refer workers to Canada’'s exten-
sive, free adult training program. However,
IAS reaches many more workers, in relation
to the size of the Canadian labor force than
Title 111 does for the U.S. work force. If a
program similar to the IAS existed in the United
States, the number of people seeking services
from JTPA Title 111 might well increase.

So far, in a number of respects, the Title I11
program seems to be working in accordance
with major emphases in the law. The Federal
role is minor, and States are in control of the

7The eligible population in 1983 was roughly 3 million work-
ers, based on the BLS survey which found 11.5 million people
had lost jobs due to employment cutbacks from 1979 to 1983.
Although BLS defines only 5.1 million of these people as dis-
placed, holding the former job for 3 years is not a requirement
for eligibility in most States.

program. The influence of the private sector
is strong, particularly in the emphasis on place-
ment, low costs, and marketing the program
to potential employers. The act’s limits on
administrative and support services have been
satisfied.

Whether Title 111 is an effective and sufficient
response to the problem of worker displace-
ment is questionable. One important question
is whether the heavy emphasis on placement
may divert attention and resources away from
training. The limited information available on
program spending indicates that vocational
skills training in Title 111 programs is probably
sparse. Generaly, the majority of displaced
workers are much more interested in returning
to work than in training or education, although
a significant minority of the people may be-
come interested in training opportunities.
While retraining for strictly “high-technology”
skills and occupations may have been over-
emphasized in the past, training is still a very
important component of well-run displaced
worker programs. For many displaced work-
ers, training is the best route back to ajob with
reasonable opportunities for advancement.
This is particularly true for unskilled or semi-
skilled manufacturing production workers,
whose former jobs were based largely on rou-
tine manual and mental skills. Many of these
people need substantial retraining or education
to get good jobs in the service-producing sec-
tors, where most new jobs are being created.

In well-run programs such as the Downriver
Community Conference in Wyandotte, Mich-
igan, and the reemployment program at the
former Ford assembly plant in Milpitas, Cali-
fornia, a substantial minority of workers—20
to 35 percent—are likely to choose and bene-
fit from vocational skills training. It should be
emphasized that these percentages would be
much lower without these programs’ strong
commitment to counseling and encouraging
workers who are qualified to consider training.

A substantial barrier to retraining for dis-
placed workers who are interested and qual-
ified is that few adults can undertake it with-
out income support. Basic unemployment
insurance (Ul) benefits, lasting 26 weeks, are
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Photo credits: Downriver Community Conference

In well-run training programs, workers may be trained in both
traditional and high-technology occupations
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the main source of income for most workers
in training. Some training institutions and
programs have adapted effective courses to fit
this constraint, but by no means all. Extensive
training, without other sources of financia
support than basic Ul, is often infeasible.

Judging by available numbers on spending,
emphasis on and commitment to training may
not be characteristic of JTPA Title |11 projects.
In the initial 9 months of Title 111, spending per
worker averaged $768 and in the following
program year $895, far less than the approxi-
mately $3,000 spent on each worker at the Ford
Milpitas plant, where training—usually the
most expensive service offered in any dis-
placed worker project—was emphasized heav-
ily. However, information on Title 11 program
spending and services are both too limited and
too out-of-date to judge the effectiveness and
appropriateness of the program’s training com-
ponent.

Another concern is the low priority most
State Title Il programs give to remedia or
brush-up education for displaced workers, even
though displaced workers who lack good basic
skills will increasingly be forced to take low-
wage jobs. A substantial proportion of U.S.
workers are poorly equipped to learn new job
skills, except for relatively elementary ones,
because they have deficiencies in basic educa-
tion, or use only a narrow range of job skills
that do not transfer easily to different occu-
pations.

While estimates of adult functional illiteracy
are both outdated and misleading, it is clear
that large numbers of adults lack adequate
skills in reading, writing, mathematics, prob-
lem-solving, and communication. These people
will find it increasingly difficult to compete
successfully for good new jobs once displaced,
or to qualify for occupational skills training.
Many people require remedia education before
they can benefit from other kinds of training.

Lack of basic skills in the work force is a
problem for U.S. businesses as well as for in-
dividuals. The lack may manifest itself in
sluggish productivity growth, increased needs
for supervision, and deficient product quality.

These costs are difficult to quantify but are
probably substantial. While private firms can
and sometimes do provide basic education to
employees, many employers feel, with some
justification, that it is the job of the public
school system, not business, to make sure that
people enter the work force with adequate
basic skills.

Retraining programs, which usually stress
placement, often do not emphasize basic skills
or remedial education. As a result, many
people with basic skills problems receive no
help at al from Title Il projects. Few States
have made remedial education an integral part
of Title 111 services, athough some with large
numbers of non-English speaking workers have
given it considerable attention. Most State di-
rectors of Title 111 programs see little need for
providing remedial education, because they
believe displaced workers have adequate basic
skills, because remedial education is available
elsewhere, or because of lack of interest on the
part of the displaced workers. Project staff who
work directly with displaced workers often see
the matter differently; a number of projects
have reported that one-fifth to one-third of their
clients cannot read or figure at the sixth-grade
level. Many displaced workers lack the basic
skills which would qualify them for good new
jobs or for training in skilled occupations. This
is especiadly true of those who formerly held
semiskilled or unskilled jobs—the same work-
ers who are especially vulnerable to displace-
ment. Displaced worker programs can offer
very effective remedial education services, as
some outstanding individual projects have
shown.

Of course, overcoming basic skills deficien-
cies is the responsibility of the individua as
well as that of society. In many areas, feder-
ally supported remedial education can be had
at little cost except time and effort. However,
demands for free remedial education are often
greater than the supply and waiting lists for
publicly funded remedial education classes ex-
ist in some areas. Even so, the mgjority of adult
workers with basic skills deficiencies do not
apply for remedial education, due to schedul-
ing problems, inadequate motivation, or lack
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of self-confidence. To reach these people, more
extensive outreach efforts are needed and, in
many areas, additional service.

State directors do see a need for early warn-
ing of plant closures and large layoffs. This
would allow States to begin offering assistance
before workers are out of jobs. This service is
permitted by JTPA but is difficult to provide
without advance information about layoffs.
Several States have put considerable effort into
offering services and information to workers
before they lose their jobs. These programs at-
tempt to find out about impending layoffs by
enlisting voluntary cooperation of companies.
Typically, when the rapid response teams learn
about a planned plant closing, they mobilize
the local Employment Service (ES) office, the
State education and training authorities, and
community social service agencies to make a
plant visit acquainting the soon-to-be-displaced
workers with the options open to them. States
vary in their ability to provide quality pre-layoff
services. Some simply point the workers to
services available from established agencies,
but a few have developed an integrated set of
services, including special efforts to find new
jobs before the layoffs occur.

Some companies try to provide advance
notice of large layoffs or closings voluntarily;
others are required to do so in the bargaining
agreements with their unions. Others provide
little or no notice. Many workers receive only
2 weeks notice, or less, at the end of their jobs.
Over the past decade, the Congress, at least 20
States, and several localities have considered
legal mandates for advance notice, but there
is little actual legidlation. Three States—Massa-
chusetts, Michigan, and Wisconsin—encour-
age voluntary advance notice, but only one
State statute (Maine's) requires it.

Some workers will not take advantage of ad-
justment services early, but having them avail-
able isimportant to boost workers' morale and
allow them to plan ahead. It is aso important
to offer training while workers are eligible for
the maximum amount of unemployment insur-
ance or other forms of income support. It must
be noted, however, that early notice does lit-

tle good if there is no program available offer-
ing reemployment and retraining services to
the workers. Despite the efforts in some States
to provide a rapid response to plant closures
and layoffs, it appeared in mid-1985 that many
States were still not adequately organized to
offer adjustment services promptly. Delays of
several months in delivery of Title Il services
were not uncommon, even though response
times have improved since the Title Il pro-
grams officially began in October 1983. Some
projects have nonetheless done an excellent
job. The Ford Milpitas project was an outstand-
ing example of a prompt, positive response to
plant closing. Important factors in its success
were the 6-month advance notice required by
the Ford-UAW bargaining agreement; early
provision of an array of effective services; the
excellent leadership provided by Ford staff and
UAW members, who together ran the program;
and the help provided by agencies of the State
of California

At the Federa level, advance notice legisla-
tion has been introduced in every Congress
since 1974, but none has been adopted. A bill
that reached the floor of the House in Novem-
ber 1985 was voted down by a close margin.
Opposition to advance notice is based on argu-
ments. 1) that the requirement burdens busi-
ness, forcing companies to keep troubled es-
tablishments open longer than is economical;
and 2) that advance notice can have perverse
effects, undermining the morale of the work
force and the confidence of suppliers, custom-
ers, and creditors. Proponents argue that bus-
inesses in European countries and Canada are
able to comply with advance notice require-
ments; Canadian officials report that difficul-
ties with early notification are not an issue. Ex-
perience also shows that worker morale can
stay remarkably high after a plant closing an-
nouncement, so long as effective readjustment
services (which Title Il can make available)
are offered promptly. However, advance no-
tice might impose additional burdens on busi-
ness and probably would increase demands—
and spending—for readjustment services.

Another issue is whether the Title 111 pro-
gram will receive reliable, sufficient funding.
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Two years after the program officially began,
Congress voted to cut Federal funding for the
program by 55 percent, from $223 million in
fiscal year 1985 to $100 million in fiscal year
1986. In proposing the reduction in early 1985,
the Administration cited low demand for ex-
pensive classroom training, a lower-than-ex-
pected rate of spending, and a large carryover
of unspent funds. Department of Labor (DOL)
officials argued that the cut would not affect
levels of service, because of the carryover funds
(which amounted to $184,5 million on June 30,
1985, the end of the program year). The Na-
tional Governors' Association, representing the
States, strongly opposed the reduction, argu-
ing that most States had fully obligated their
Title 11l funds at the end of the program year;
that spending is on arising curve, as States get
more experience with their newly established
Title 111 programs, and that the cuts would
force sharp reductions in services to displaced
workers in many States.

The General Accounting Office presented
evidence that, because of differences in rates
of spending and carryover funds among States,
23 States would have less money for services
to displaced workers in 1986 than was alo-
cated to them in 1985. Most Title |11 funds are
allocated among the States by a formula that
is written in the law, so that changing the
allocation would be difficult. Thus, the overall
reduction in funding might mean that States
which began an active displaced worker
program early and spent most of their allocated
funds would have to cut back services.
Congress responded to this concern by
directing the Secretary of Labor to give
adversely affected States first priority for Title
111 discretionary funds, which are not allocated
by formula but are granted at the discretion of
the Secretary. What effect these funding
changes will have on the stability, quality, and
level of services to workers is not yet clear.

A problem that became evident throughout
1985, as Congress considered JTPA budget and
appropriation proposals, is that information on
Title 111 program spending and services is nei-
ther timely nor adequate. States are required
to submit reports on their Title Il programs

only once a year, covering activities through
the end of the program year, June 30, and due
45 days later. The reports usually are not
complete until several weeks later. Thus, in the
spring, summer, and early fall, when Congress
is considering the budget for the following
fiscal year, the most recent State reports on
program activities are several months to more
than a year out of date.

In April 1985, for example, when Congress
considered the Administration’s proposal to re-
scind Title 111 funds for fiscal year 1985, the
State reports were nearly 10 months old.
Congress did not act on the rescission. In mid-
September, when congressional committees
were marking up and voting on JTPA funding
bills for fiscal year 1986, these State reports
dating from June 1984 were till the latest avail-
able on Title 11l activities. More recent data,
drawn from State reports for the program year
ending June 30, 1985, became available only
in the last few weeks before Congress took fina
action on JTPA funding. The infrequency of
the reports lessens their value for oversight of
the program as well as for budget decisions.

The sparsity of data in State Title Il reports
is also a problem. The Labor Department re-
quires that they record only the amount of Ti-
tle Il funds spent during the program year;
numbers of workers served, numbers officially
leaving the program, and numbers placed in
jobs; and a few characteristics of the workers
finishing their stay in the program, such as age,
sex, race, and level of education. The reports
do not record obligation of funds by the end
of the program year, only spending; nor do they
provide information on how many workers are
receiving what kinds of services (e.g., vocation-
al skills training in institutions, remedial edu-
cation, relocation assistance, job search assis-
tance, and on-the-job training).

Other Federal Programs

While JTPA Title 111 is the first comprehen-
sive Federal program offering assistance to dis-
placed workers in nearly two decades, other
Federal programs and agencies also play a role.
The most important are Trade Adjustment As-
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sistance (TAA), providing compensation and
adjustment services to workers displaced as a
result of foreign competition, and the ES, the
long-established job placement service open to
every worker in the United States.

Trade Adjustment Assistance was established
in 1962, but served very few workers until re-
guirements for eligibility were liberalized in
1974. The number of workers served by TAA
peaked in 1980, at 585,243. The program has
been cut substantially since 1981, when Con-
gress redefined and limited TAA income sup-
port payments. In 1984, 29,300 workers were
served. Spending peaked at $1.6 billion in fiscal
year 1980, and declined to approximately $56
million in fiscal year 1984.

In the past, TAA was criticized for provid-
ing mostly income supplements, with few real
adjustment services. In the mid-1980s, the em-
phasis has shifted to training and helping €li-
gible workers look for work in more promis-
ing areas and relocating. In 1984, 24,000 workers
received income support payments, 6,538 en-
tered training, and 2,382 were given relocation
assistance.’Outlays for training in 1984 were
$18.5 million, compared with $5.2 million in
1980.

For eligible workers, TAA provides some sig-
nificant benefits which JTPA Title 111 does not.
TAA income support payments can last as long
as 18 months for workers in training, and re-
location assistance is more generous than
under JTPA. TAA support has made it possible
for some workers to complete longer term
training than they could otherwise have af-
forded, and encouraged some relocation out of
depressed areas.

The status of TAA was uncertain as this re-
port was completed (in December 1985). Up for
reauthorization in 1985, TAA was temporarily
extended by Congress through December 19.
However, Congress adjourned for the year
without completing action on a budget recon-
ciliation bill that proposed a longer term reau-
thorization for TAA. Meanwhile, under the
continuing resolution, TAA-eligible workers

*The degree of overlap in these figures is unknown.

can continue to receive retraining and reloca-
tion assistance, but not income support, through
the end of fiscal year 1986. Hence, authoriza-
tion for TAA technically expired, but the 99th
Congress was expected to give further consid-
eration to the program in its second session.
One major concern regarding TAA is that it
is difficult, and possibly inequitable, to try to
distinguish among displaced workers by cause
of displacement and single out one group for
specia treatment. The Administration, arguing
that Congress should allow the program to die,
held that TAA is unnecessary because JTPA
programs offer adequate services to all dis-
placed workers, and because the Unemploy-
ment Insurance system provides income sup-
port to al unemployed workers. On the other
hand, TAA maybe warranted as the price of
liberal trade policies that benefit society as a
whole. Also, the program may help to ease pro-
tectionist sentiments among workers and in-
dustries affected by trade.

The ES system administers Ul payments, of-
ten the only source of financial support unem-
ployed displaced workers have. The national
network of federally funded Employment
Service (ES) offices provides free services such
as placement or helping clients to learn job
search skills. It generally serves a small seg-
ment of the labor market; when last surveyed,
only about 5 percent of people looking for work
reported they found jobs through their local ES
office. Although ES offices can offer additional
services such as skills assessment, job counsel-
ing, job development, and referral to suitable
training, most do not have the resources to pro-
vide these services to any but a few clients.
Title 111 projects often buy these services from
the local ES office. To expand the services to
al clients, the ES system would need additional
resources.

Congress has shown a special interest in two
of the services provided by the ES. First, JTPA,
like previous employment and training laws,
calls for the establishment of a computerized
interstate job bank and job matching system.
This goa is only partialy fulfilled by the
Interstate Job Bank, in operation since 1984.
The bank’s coverage is limited to hard-to-fill
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technical and professional jobs, and it is by no
means fully automated; many offices send job
orders to the bank by mail. An intermediate
step providing improved labor exchange infor-
mation would be to upgrade and automate
intrastate job banks, so that information on job
openings and applicants could be quickly avail-
able throughout each State. For States with
compatible systems, electronic communication
or networking would be a possible next step.

Full automation of either the interstate or
intrastate job banks would require upgrading
many State systems, and this upgrading could
require substantial outlays of funds. One esti-
mate, made by a committee of the Interstate
Conference of Employment Security Agencies,
was at least $240 million in capita] outlays
spread over 5 years. This figure does not in-
clude software, personnel training, and trans-
mission equipment; on the other hand, it does
not reflect savings in maintenance and opera-
tion that can be expected from using a mod-
ern, efficient system. Thus, the cost of a fully
computerized, on-line, interactive national job
bank has not been estimated.

It is not certain that the expense of full com-
puterization and extension of the Interstate Job
Bank to cover lower paid, lower skill jobs
would be justified, particularly since the inter-
state system would be useful only to workers
willing to relocate. However, a system that
could help displaced workers get jobs in distant
locations might help encourage some displaced
workers from communities where job pros-
pects are poor to relocate. Moreover, improved,
automated job banks might work more effec-
tively, thus encouraging more employers to list
jobs and more qualified workers to apply. Cur-
rently, there is no reliable information on the
full costs and potential benefits of automating
the Interstate Job Bank. Before launching into
a full-scale effort to automate, a comprehensive
analysis of such costs and benefits is needed.
The analysis should include a comparison of
acentralized national system with several ways
of linking individual automated State systems.

JTPA also requires the Department of Labor
to assist States in providing detailed informa-
tion on local labor markets. The weakest ele-

ment in local labor market information is data
on occupations currently in demand. For many
local labor markets, it is difficult to obtain this
information. The Department of Labor has pro-
vided some assistance to States in this area, in
connection with national occupational surveys,
but many State ES systems do not have the ex-
pert staff and funds needed to analyze the in-
formation available through DOL surveys. With
reductions in Federal funding over the last few
years, some State ES offices have taken major
cuts in research and analysis. The Administra-
tion opposes Federal assistance to States for
labor market information programs not tar-
geted for national purposes, and proposes to
cut the small amount of funding currently
available to States for local labor market plan-
ning information.

Non-Federal Programs

Some State programs and collective bargain-
ing agreements also contain provisions to help
displaced workers. In addition, many of these
programs are set up to train active workers to
avoid displacement. Retraining of active work-
ersisnot authorized under JTPA Title111. Cali-
fornia has a program funded at $55 million per
year for retraining both displaced workers, and
active workers who are in danger of losing
their jobs unless they are retrained. The Cali-
fornia Employment Training Panel is paying,
for example, for the retraining of tellers and
clerical workers of a mgjor bank, where work-
ers might otherwise lose their jobs as the bank
automates and closes branch offices.

Both General Motors and Ford have agree-
ments with the United Auto Workers (UAW),
providing that money be donated to a retrain-
ing fund on the basis of hours worked by union
production employees. The Bell companies
also have agreements with the Communica-
tions Workers of American to fund retraining
of their employees. A mgjor advantage some
projects have found in using the private train-
ing funds is that they are available immediately.
They can be used to start up services to work-
ers promptly, without waiting until States or
the U.S. Department of Labor provide JTPA
funds—a process that often takes months.
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Another strategy that some States and local
governments have adopted is to assist firms
threatened with failure to stay in business. This
helps maintain not only jobs but the economic
life of communities. While many enterprises
cannot be saved without continuing subsidies,
some plant closings are avoidable. Community
or State assistance may help keep some busi-
nesses afloat when certain conditions are met.
First, there must be enough time to devise and
implement a strategy to improve the ability of
firms to compete; often, this means a year or
more, Second, there must be a reasonable like-
lihood of profitability once a strategy isimple-
mented. Finally, both labor and management
must be willing to make some sacrifices. Even
if al these conditions are met, some jobs may
be lost as firms become more efficient and raise
productivity. However, successful community
and State assistance to troubled firms can pre-
serve some employment which would be lost
if the businesses failed.

Foreign Programs

Labor policies to avoid displacement, to as-
sist workers who are displaced, and to offer re-
training to adult workers have generally been
less active in the United States than in some
other industrial democracies. Most European
countries and Canada have programs designed
to deal with displacement. Even in Japan, where
the active government role is small, social and
business customs often provide a high degree
of security for some of the work force (primar-
ily males). Many of these foreign programs are
considered successful, but probably would not
transfer well to the United States, However,
elements of them can be instructive.

Sweden’s adult training programs and em-
ployment services are generally considered
effective at finding jobs for people and, when
there are few jobs to be had, at providing adults
with excellent opportunities to acquire new
skills. This effectiveness stems partly from the
involvement of business and labor in deter-
mining what kinds of training are needed. Laid-
off Swedish workers who cannot find work
usually enter training, which gives them new
skills and may enable them to get new jobs.

This also keeps the unemployment rate low,
since workers in training are not considered
unemployed. To the Swedes, paying income
support for people in training is preferable to
paying unemployment insurance, and it up-
grades the work force. For people who do not
require training, individualized job-hunting
services are provided. Advance notice of plant
closings allows rapid response to avoid long
layoffs.

The Swedish system of dealing with displace-
ment has many elements that would be imprac-
tical in the United States. It is extremely ex-
pensive—Sweden’s labor programs account for
2 to 3 percent of its gross national product
(GNP)—and rely heavily on subsidies to indus-
tries to keep people employed. Its main bene-
ficiaries are employed workers, while new
entrants to the labor market do not enjoy the
same access to services. The system also may
tend to discourage worker mobility, and relies
on immigrant guestworkers to take the less
secure jobs, While Swedish |abor policies have
kept the unemployment rate low—less than 3.5
percent even during the recent recession and
3.3 percent in 1984—the Swedish economy is
not without troubles. Inflation in Sweden has
been higher than in the United States for over
a decade; persona taxes, too, are higher in
Sweden. These drawbacks, however, are not
necessarily a result of specific Swedish labor
policies and some elements of the Swedish
system—effective worker training, early notifi-
cation of layoffs and rapid response, and
labor-management involvement in determining
training needs—might be adaptable to U.S. con-
ditions.

Canada is another source of useful examples.
At amodest cost to the taxpayer, Canada’ s |AS
(formerly the Manpower Consultative Service)
gives effective reemployment service (not in-
cluding retraining) to workers displaced by
plant closings or large layoffs. Promptly after
learning that a layoff is planned, IAS offers to
help establish a labor-management adjustment
committee whose job is to place the laid-off
workers as soon as possible—often before the
layoff occurs.
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With a small field staff of 66, and a budget
of $8 million, the IAS provided severa kinds
of employment services for about 120,000 work-
ersin fiscal year 1982-83.° Some 36,000 of these
workers were displaced in plant closings or
mass layoffs and received plant-based adjust-
ment services at a cost of $6.1 million ($171 per
worker), of which the government contributed
$3.9 million ($108 per worker]. Over the years
(except during deep recession) the labor-manage-
ment committees formed with IAS's help have
found jobs for about two-thirds of all the work-
ers involved in the layoffs, usualy within a year
or less.”IAS offers its services in al cases of
layoffs involving more than 50 people, and will
step in where smaller numbers of people are
involved if asked.”If the offer is accepted,
which is nearly aways the case, IAS provides
an experienced, independent chairman (usu-
ally aretired businessman) to help the commit-
tees get established and do their work. The IAS
role is strictly facilitation; the effort at the plant
level is by labor and management, not by la-
bor, management, and government.

The mgjor thrust of the IAS program is reem-
ployment. The committees provide no training,
although they may refer people who desire
training to one of the institutions participating
in Canada's extensive system of adult voca-
tional education. |AS costs are modest, aver-
aging $10,000 to $20,000 per plant served.

Adult vocational training in Canada is well-
funded and heavily attended. The Canadian
Government spent over $1 billion (over 1 per-

‘Services provided by the 1AS, in addition to the placement
assistance for victims of plant closings, include work-sharing
and technical assistance to firms in temporary crisis; retrain-
ing assistance for workers in firms undergoing technological
change; and training of skilled workers for new and expanding

firms. . - .
1wThe COMMIittees generally finish their work, and then dis-

solve, in aboutyear. Usually, followup studies are not done,
so that there is little information about what became of work-

ers who did not find jobs through the committees; presumably

some find jobs on their own, some remain unemployed after the
committees dissolve, some leave the labor force, and some may
enter trainin% . . .

uWorkers Who are part of closings or layoffs involving fewer
than 50 people are eligible for Canadian unemployment insur-
ance, vocational education and trainin?, and the services of the
Canadian employment service. 1AS also offers services when
fewer than 50 workers are involved, but advance notice is not
required in these cases.

cent of its budget) in the 1983-84 fiscal year on
adult training, including income support for
trainees.” Approximately 277,000 people en-
rolled in the national adult training program
that year. People who are ligible for this train-
ing are adults referred by one of Canada's
publicly funded Employment Centres or the
IAS. Employed people can take advantage of
Canadian job training too, although higher
priority in some programs is given to training
for the unemployed.

Income support for unemployed or partialy
employed trainees in Canada can be extended
for up to 2 years. This income support is one
reason that many Canadian workers are able
to take much more extensive training than peo-
ple in JTPA-sponsored training; the average
length of stay in Title 111 projects for those who
take classroom training is currently about 22
weeks, some of it spent in activities other than
training (e.g., testing, assessment, counseling,
and job search). About 20 percent of the people
enrolled in Canadian adult training in 1983-84
were in remedial education. Training in
basic educational skills, less emphasized in the
United States than in Canada, is probably
needed to about the same extent in both coun-
tries. The Canadian Government also empha-
sizes training in “critical skills” occupations—
those considered important to the national
economy and in which shortages are antici-
pated. Although some of these critical skills
occupations are high-technology—robotics tech-
nicians and computer hardware specialists—
many are not, such as machinists, tool and die
makers, welders, offshore drillers and derrick
workers, millwrights, and chefs. It is not clear
whether the emphasis on critical skills is very
effective. It is difficult to identify what skills
or occupations might be in demand, even in
the short run.

While Canadian vocational training is exten-
sive, it is probably more effective in helping
trainees to get better paying, more highly skilled
jobs rather than in helping to combat unem-

2There IS N. comparable figure for the United States. The
United States has no program which offers free vocational ed-
ucation and income stipends to adults who have been referred
to training by the Employment Service.
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ployment. The Canadian unemployment rate
has been higher than that of the United States
for more than a decade; in 1984, the rate was
still over 11 percent.

Elements of the Canadian system which could
be useful in the United States are an I1AS-like
system, or some other flexible, quick, plant-
based response to large layoffs; and the excel-
lent access to vocational and remedial educa-
tion offered to adults, along with income sup-
port to make extensive training possible.

Design and Performance of
Displaced Worker Projects

Within the framework of JTPA, there is con-
siderable room for different kinds of services
and different ways of offering them. This flex-
ibility is one of the strong points of the pro-
gram, since different areas and different groups
of workers have different needs which rigidly
prescribed projects might not serve well. How-
ever, while it is important to tailor displaced
worker programs to the appropriate workers,
communities, and economic circumstances,
there are some elements of program design that
tend to make al projects more successful.

Projects that have active cooperation of la-
bor and management as an integral part of
reemployment efforts are more likely to be ef-
fective than projects without such support. Em-
ployers, particularly with the cooperation of
labor, can make important contributions to dis-
placed worker projects. At the Ford Milpitas
auto assembly plant, for example, Ford gave
the plant’s industrial relations manager a free
hand when the plant closing was announced
to “do what was right. ” In this case, the right
action meant personalized counseling on ben-
efits and retirement, testing of every worker
who wanted education or skills training courses,
a great emphasis on and variety of vocational
training, remedial education offered in the
plant at convenient times for workers, a deter-
mined search for local job openings, and let-
ting people take new jobs before the plant
closed without loss of severance pay, These
services began months before the plant closed
and continued at the plant for 16 months after

Photo credit Downriver Community Conference

A worker learns word processing in a retraining
program run by the Downriver Community Conference.

production ended, with a company-paid skele-
ton staff available to run the services. The Mil-
pitas project cost between $5.6 and $7.2 mil-
lion (depending on how the resources provided
by Ford are valued), and served 1,997 workers
at a cost of $2,800 to $3,600 each. In addition
to company money, funding came from the
State of California, JTPA Title 11, a retraining
fund provided as part of the Ford-UAW bar-
gaining agreement, and TAA.

By amost any standards, the Milpitas effort
was outstanding. Until the day the plant closed
—6 months after the announcement—quality
and productivity continued to rise. On the date
that services officialy ended (Sept. 1, 1984), 83
percent of those looking for work had found
jobs: 1,460 people were employed. Five hun-
dred had retired or were within a few months
of retirement; 118 were still in training; and
308 people were unemployed.

While public funding and the health of the
local California economy were important ele-
ments in this success, this should not minimize
the role of prompt action based on labor-man-
agement cooperation that already existed at
Milpitas. This was not always the case: labor-
management relations were rocky through the
1970s in the plant. In 1979, a new plant man-
ager took over, cOmmitted tw the idea of em-
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ployee involvement that Ford and the United
Auto Workers had just written into their na-
tional contract. Employees were encouraged
to solve problems cooperatively with manage-
ment, and supervisors began to listen to shop
floor workers' ideas on improving quality and
productivity. By 1982, the Milpitas plant was
at the top of the Ford assembly division for
productivity and quality. While this effort was
not sufficient to keep the Milpitas plant open
in the face of intense world competition—the
plant apparently closed because of the expense
of transporting cars from the California plant
to the rest of the Nation and because of gener-
al contraction of Ford—the foundation of good
labor-management cooperation was a critical
element in the success of the reemployment
program at Milpitas.

Employers usually have networks in local
business communities, which can be effective
at finding out what firms are hiring and what
occupations are in demand and at sponsoring
or promoting former employees to other busi-
ness people. Employers and labor-management
teams are aso likely to know the strengths and
skills of their own workers and can be effec-
tive at recommending qualified workers for
new jobs. Also, workers are more likely to take
advantage of services offered by employers if
they already have good relationships with man-
agement, as is often the case in plants with ef-
fective labor-management teams.

Another feature of projects that serve the
spectrum of displaced workers well is a full
range of services, from job search assistance to
training. Projects that offer a broad range of
services are likely to meet the needs of a diverse
group of clients under different economic con-
ditions, not just a single group of those easiest
to serve. However, in differing economic cir-
cumstances, different services may need more
emphasis. In prosperous times and areas, job
search assistance may be effective for the ma-
jority of workers entering programs. In com-
munities facing longer term economic decline,
vigorous relocation efforts may be needed. Fi-
nally, during recessions or in areas where jobs
are hard to find, more workers usually are in-
terested in training for new occupations.

Adult Education in the United States

Most displaced workers, even if they have re-
ceived a few months' notice of layoff, do not
have the time or the resources to devote to for-
mal, full-time educational programs; moreover,
many are not interested. As a result, many in-
stitutions offering adult education often play
a relatively minor role in displaced worker
projects, with some notable exceptions. For
example, many community colleges and voca-
tional/technical schools are involved in dis-
placed worker projects. However, adult edu-
cation institutions could be more active in
retraining and educating displaced workers, if
some extra attention is given to designing pro-
grams specifically for displaced adults. Such
programs can also be a major force in provid-
ing people with skills that will make them less
vulnerable to displacement (“preventive train-
ing”), or prepare them for finding a good job
more readily if they should be displaced.

Both basic and career-oriented adult educa-
tion will need to adapt to significant changes
in the demography of the work force in the next
few decades. The U.S. work force is aging, re-
flecting the aging of the baby boom generation,
now in its prime working years. By the year
2000, half the labor force will be middle aged
(35 to 54), compared to only about 35 percent
today. This demographic trend, together with
changes in jobs brought about by changing
technology, will mean that more older work-
ers than in the past will periodically need to
refresh basic educational skills and learn or up-
grade job skills. Much of this upgrading is
likely to happen on the job, but some will come
through the formal system of adult education.
Historically, however, older workers are sig-
nificantly less likely than the young to seek
adult education. Educational institutions may
need to make changes in program design, cur-
ricula, logistics, and outreach efforts to attract
more older workers.

Like older workers, less educated and unem-
ployed people aso tend to take little advantage
of adult education. Part-time enrollments in
adult education more than doubled between
1957 and 1984, and 60 percent of the students
take courses for employment-related reasons.
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However, participation rates are much higher
among those who are employed and well edu-
cated than among those who are not. Partici-
pants are also much more likely to be in man-
agement, administration, and technical or
professional occupations than lower level
white- and blue-collar jobs.

The same pattern prevails among people who
receive education at an employer’s expense.
Private business plays a crucial role in fund-
ing and delivering education and training to
adults, providing probably more than half of
al job-related education and formal training
to adults through in-house courses or arrange-
ments with outside institutions. The most likely
recipients of such assistance, however, are
white, well educated, and in higher level man-
agerial, administrative, and professional jobs.
Some private firms make adult education more
accessible to blue-collar and lower level white-
collar workers through employer-supported ed-
ucation programs. Recent collective bargain-
ing agreements emphasize education and train-
ing more than in the past, and some firms
conduct basic education programs for their
workers. Additional education and training
could be offered at low cost through partner-
ships of business and local educational insti-
tutions. Many high schools, if asked, will pro-

Photo credit UAW-Ford Ernp/oyee Development and Training Program

A UAW-represented Ford employee gets one-on-one
instruction in a Basic Skills Enhancement session at
the Ford Dearborn Engine Plant. This feature of the
UAW-Ford Employee Development and Training
Program is designed for people with
fundamental educational needs.

vide adult basic education at the worksite, a
union hall, or other facilities convenient to
workers. Community colleges are often will-
ing to adjust course locations and times to fit
the needs of adults and local labor markets as
well. Some unions also have active education
and training programs, which often entail part-
nerships with educational institutions.

The Federal Government plays a substantial
direct role in funding some kinds of adult edu-
cation. Nearly half the costs of State and local
remedial education programs are provided by
the Federal Government, for example, and the
Federa Government also picks up a substan-
tial portion of publicly supported vocational
education programs that are specifically tar-
geted to adults. For most other continuing edu-
cation programs, the Federal Government plays
aminor direct role, compared to States and pri-
vate business. The indirect role, however, can
be large. The expenses private employers in-
cur for adult education can be deducted from
Federal taxes as normal business expenses, and
individuals can deduct expenses for education
directly related to their current jobs. The Fed-
eral Government is also the largest single pro-
vider of adult education and training, particu-
larly in programs offered by the Department
of Defense.

Another potential Federal role is in develop-
ing and adapting instructional technologies to
adult education, sharing more of its own ex-
perience in training technologies with the pri-
vate sector and educational institutions. Many
new educational technologies—including tele-
vision, videotape, videodisk, and computer-
aided instruction (CAl)—can significantly im-
prove the quality of adult education. Television
and CAIl can help overcome geographic and
scheduling barriers to adult education, and
some CAIl programs have considerable poten-
tial for use as a supplement to instructors in
adult basic and vocational education. Many of
these technologies. were initially federally
funded. The Department of Defense, for exam-
ple, was instrumental in the early development
of computer-based instructional programs, in-
teractive videodisk systems, and various simu-
lators and emulators used in training.
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There is evidence from severa projects that
well-designed CAl materials can help adults
learn quickly and well. In some comparisons
with conventional classroom instruction, CAl
has been shown to cut instruction time by 25
percent or more, and adults in these CAI classes
did somewhat better on tests than adults in the
control groups. Interactive videodisk systems
are highly promising for providing a wide va-
riety of vocational skills training. Several fac-
tors, in addition to the new computer technol-

ogies, have contributed to the success of new
educational technologies in both basic and vo-
cational education programs. Many of the
projects benefited from closer attention to
project design, greater efforts to encourage par-
ticipation, and more training of instructors
(paid and volunteer) than is typical in most
adult education projects. In CAl projects, the
computer rarely stands alone; rather, it works
best as a supplement to, rather than a replace-
ment for, good instructors and volunteers.

CAUSES OF DISPLACEMENT

Workers are considered displaced when some
permanent and structural change has occurred,
either in the economy as a whole, in some sec-
tors, or in their own firms. People who are un-
employed as a result of cyclical changesin the
economy are not generally considered dis-
placed, although when cyclical downturns are
deep and long lasting, as in the back-to-back
recessions in the early 1980s, it can be diffi-
cult to distinguish cyclical from structural un-
employment. The result, for the individual, is
often exactly the same. For the typica dis
placed workers in the early 1980s—steelwork-
ers and autoworkers-it mattered little whether
their distress resulted from displacement or a
cyclical downturn. Both unemployed steel-
workers and autoworkers were told, during the
early 1980s, that their jobs were probably gone;
that it was time to make a major change.

The outcomes for these two groups of work-
ers illustrate some of the difficulties in trying
to identify who and how many people are dis-
placed at any moment. Unemployed steelwork-
ers, displaced from an industry where competi-
tive problems date back two decades or more,
are still suffering the consequences of displace-
ment. Employment in the steel industry in 1985
is lower than it was during the depths of the
1981-82 recession; even optimistic observers
expect steel employment to continue to fall.

Autoworkers, on the other hand, have been
recalled in much greater numbers than many
analysts expected. Employment in motor ve-
hicles and equipment averaged 860,000 in

1984, below its peak of over 1 million workers
in 1978. Since 1982, however, total employ-
ment in the industry has increased by nearly
168,000, with the number of production work-
ers increasing by nearly 157,000.

Both industries have sacrificed technologi-
cal leadership to Japan and other foreign com-
petitors, and both have suffered from sharpened
competition from imports. Wages in both the
steel and automobile industries are above the
average for manufacturing; in 1984, the aver-
age hourly earnings of production workers in
steel was $12.99, and in autos $12.74, while the
average for al manufacturing production work-
ers was $9.18. Both industries have responded
to competitive pressures by seeking trade pro-
tection and by modernizing and automating
plants. Employment in both industries has con-
tracted, although the contraction of steel em-
ployment is far more severe. In other words,
both industries have experienced all the forces
causing displacement and have reacted to them
in nearly the full range of ways.

The long-term outlook for automobile em-
ployment Is not yet clear. During most of the
recovery from the 1981-82 recession, the auto
industry was protected by a restrictive Volun-
tary Restraint Agreement (VRA) with Japan,
which significantly limited the number of Jap-
anese automobiles in the U.S. market. The VRA
expired in March 1985, and since then Japa-
nese imports, though still restrained by an edict
of the Japanese Ministry of International Trade
and Industry, increased dramatically, rising
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from about 1.85 million in 1984 to an annual
rate of 2.9 million in June 1985. Increasing im-
ports, without continued growth in overall de-
mand for automobiles, will affect U.S. em-
ployment.

Also, the recovery of automobile employment
has been boosted by the rebound in large car
markets, helped along by falling petroleum
prices and stable gasoline prices. This rebound
apparently leveled off in early 1985. Lower oil
prices could last for a few more years, but it
will be a challenge for U.S. automakers to
maintain their market share. Meanwhile, to re-
main competitive, the auto industry will con-
tinue to automate, which aso reduces jobs.

As experience in both industries indicates,
the causes of displacement are technological
change and international competition. Both
terms cover a variety of factors that cause dis-
placement, including labor-saving innovations,
offshore production and outward processing,
import competition, and loss of export markets.

Firms which face intensified competition
from foreign producers often respond by au-
tomating domestic production in an effort to
lower costs and meet the competition. Even
this may not save many jobs; in some indus-
tries, even highly automated systems are read-
ily transportable to lower wage countries.
Other responses include shifting into less
threatened product lines, moving operations
offshore, or, when these strategies fail, shrink-
ing or going out of business. All of these re-
sponses can displace people. Whether such
displacement is trade-or technology-related is
often impossible to determine. Analyses that
attempt to separate the employment effects of
trade from those of changing technology or in-
creased labor productivity often miss the crit-
ical links between foreign competition and
changing technology,

Technological Change

The number of jobs available is the result of
a variety of strategic choices, including choices
of technology. Often, the choice is to replace
human labor with technology, a factor that has
helped double output per labor hour in the

United States since World War 11. At the same
time, a growing population and rising
affluence-thanks in part to the rising produc-
tivity made possible by the capital-for-labor
shift—brought increasing demands for goods
and services. The increasing demand, together
with new products made possible by new tech-
nologies, were major factors in the growth of
U.S. employment,

Labor-saving technology can have a job-
destroying effect, but the drive for greater la-
bor productivity can help maintain or increase
the ability of U.S. firms to compete with for-
eign producers. However, greater labor
productivity, by definition, means that fewer
workers can produce equivalent output; unless
demand for output rises faster than produc-
tivity, jobs will be lost. At the same time, with-
out productivity increases, declining competi-
tiveness may cause even more jobs to be lost.
Changing production technology often saves
some jobs at the expense of others.

Increasing productivity, in the face of slowly
growing or level demand, has cost jobs in the
textile, automobile, and other industries, While
some sectors, such as computing and telecom-
munications equipment manufacture, can look
forward to rapidly rising demand for products
and probably increases in employment, many
others are likely to lose employment as demand
grows more slowly than productivity. Compe-
tition from products made abroad increases the
need to boost productivity and intensifies the
resulting downward pressure on employment
in affected industries. Manufacturing indus-
tries, because they make a product that can be
consumed far from its place of origin, are espe-
cially vulnerable to foreign competition, And
indeed, as has been shown, half the loss of jobs
due to displacement (as defined by the BLS) in
1979-83 were in manufacturing, which ac-
counts for less than 20 percent of employment,
The 1981-82 recession certainly was responsi-
ble for some of those job losses, and the high
value of the dollar is the reason for some con-
tinuing losses. The combination of pressures
from changing technology and trade mean that
declines in overall manufacturing employment
are unlikely to reverse and may continue.
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Technological changes alter the nature of
jobs as well as the level of employment. These
effects are not simple and predictable, how-
ever. An important factor is that equipment
and hardware aone do not govern the way jobs
and work can be reorganized. When a new
technology replaces human labor in perform-
ing some tasks, the remaining tasks can often
be regrouped into new jobs in various ways,
although the latitude on the part of managers
and their technical advisors to redesign jobs
has limits. In addition, all the options that do
exist often are not apparent. The nature of the
jobs may also vary depending on the organiza-
tion of work throughout the enterprise; the op-
tions can range from a high degree of central
management control, with narrow, rigidly de-
fined jobs designed to minimize the potential
for human error, to a more participatory style,
with greater autonomy, variety, and responsi-
bility built into workers' jobs. The range of de-
cisions in redesigning organizations or jobs
does have limits, being constrained by the tech-
nologies themselves, costs, and such factors as
product design and volume, training and abil-
ities of the work force, national policies on
quality of worklife, and the politics of the
workplace.

Sometimes, applications of new technology
have led to de-skilling of individual jobs; for
example, jobs such as those of some machinists
and telephone operators have been de-skilled
as jobs were redesigned to take advantage of
computer-based technologies. Yet there are
many examples—from offices to factory shop
floors-where the adoption of new technol-
ogies has led to jobs with broader responsibil-
ities, more skills, and requirements for a bet-
ter understanding of the entire work process,
including one's part in it.

Some of the skills needed to make use of ad-
vanced technologies are qualitatively different
from the skills many displaced workers pos-
sess. Routine manual and mental skills, often
learned through on-the-job experience, are vul-
nerable to technological displacement, while
reading, basic math, and problem-solving abil-
ities, combined with social skills, are more
highly valued. When factories are automated,
for example, the need for semiskilled and un-

skilled production workers often diminishes,
while the need for skilled maintenance and re-
pair people increases. In many cases, the work-
ers selected to learn the new, more challeng-
ing maintenance jobs are the ones whose basic
verbal, mathematical, and cognitive skills are
best. Familiarity with computers and electronic
instrumentation, the ability to troubleshoot,
and the possession of a broad, conceptual mod-
el of complex processes are becoming more im-
portant. While this trend does not manifest
itself in sudden shifts, it does mean that dis-
placed workers whose former jobs consisted
mostly of tasks requiring routine manual and
mental skills will have increasing difficulty
finding comparable new employment.

If the effect of current technological chan?es
isto raise the proportion of more highly skilled
jobs in the Nation’s occupational mix, that effect
will continue a long-standing trend. Throughout
the 20th century, higher skilled occupations
such as professional and technical workers,
managers, and administrators have grown fast-
er than some lower skilled occupations such
as farmworkers, nonfarm laborers, and oper-
atives. It would be misleading, however, to con-
clude that the economy is moving rapidly to-
ward a future where highly skilled occupations
predominate. Millions of lower skilled jobs
have been created in fast-growing service in-
dustries, which accounted for nearly 95 per-
cent of the growth in employment between
1970 and 1984. In general, service sectors have
higher concentrations of both high- and low-
skilled jobs than manufacturing (figures 1-8 and
1-9).

Many of the fastest growing and better paid
service jobs require several years of vocational
or postsecondary education, but other fast-
growing jobs, such as sales work, do not. What
is clear is that the number of lower skilled jobs
in manufacturing is diminishing, and low-
skilled and semiskilled manufacturing work-
ers will increasingly be faced with taking other
low-skilled jobs in service-producing sectors,
which often pay less than manufacturing jobs,
or with undertaking substantial periods of
training or education to qualify for more skilled
work in either manufacturing or services.
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Figure 1“8.—Manutacturing Occupational Distribution
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SOURCES: U.S Department of Labor, Occupational Employment in Mining, Con-
struction, Finance, and Services (Washington, DC: U.S. Government
Printing Office, February 1984); U.S. Department of Labor, Occupa-
tional Employment in Manufacturing Industries (Washington, DC: U.S.
Government Printing Office, September 1982); U S. Department of
Labor, Occupation/ Employment in Transportation, Communications,
Utilities, and Trade (Washington, DC: U.S Government Printing Of-
fice, December 1984); Earl F, Mellor, “Weekly Earnings in 1983 A Look
at More Than 200 Occupations, * Monthly Labor Review, January 1985.

International Competition

Immediately after World War 11, relatively
few countries were capable of producing many
of the goods and services in demand in the
United States and overseas, and this country
was also more efficient at producing most of
these things than any other nation. This has
changed. While the United States is still the
world' s largest producer of goods and services,
the number of nations that can produce sophis-
ticated goods and services has proliferated, and

Figure 1-9.-Occupational Distribution in Services
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SOURCES: U.S. Department of Labor, Occupational Employment in Mining, Con-
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Printing Office, February 1984); U S Department of Labor, Occupa-
tional Employment in Manufacturing /ndustries (Washington, DC: US.
Government Printing Office, September 1982), U.S Department of
Labor, Occupation/ Employment in Transportation, Communications,
Utilities, and Trade (Washington, DC U.S Government Printing Of-
fice, December 1984); Earl F. Mellor, “Weekly Earnings in 1983: A Look
at More Than 200 Occupations, ” Monthly Labor Review, January 1985

their ability to compete with U.S. products has
risen greatly. In part, thisis due to the fact that
other countries are chalenging many U.S. sec-
tors in terms of productivity and technology;
in part, changes in competitiveness can be
traced to higher U.S. production costs result-
ing from factors such as failure to modernize,
inadequate attention to product quality, high
wage rates and capital costs, and—a particu-
lar problem so far in the 1980s—the high value
of the U.S. dollar relative to other currencies.

Over the past two decades, the importance
of trade and international competition to the
U.S. economy has increased significantly.
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Trade (imports plus exports) has increased
from less than 11 percent of GNP in 1965 to
nearly 22 percent in 1985 (figure 1-10). In the
1960s, the United States consistently ran trade
surpluses. These surpluses turned to deficits
in the 1970s, and the deficits ballooned in the
early 1980s. By 1984, the U.S. current account
deficit was nearly $102 billion. The current ac-
count balance is the balance on imports and
exports of goods and services plus the balance
on unilateral transfers (including international
transfers of funds such as gifts, pension pay-
ments, and government grants). The merchan-
dise trade deficit, or exports of goods minus
imports of goods, was over $107 billion. The
United States has run surpluses in services
trade for many years, but this surplus has been
diminishing, having peaked at over $41 billion
in 1981. In 1984, the huge merchandise trade
deficit, plus an$11 billion deficit in unilateral
transfers, swamped the services surplus of $17
billion. The rising value of the dollar in the
1980s is responsible for much of the deterio-
ration in the trade accounts, but a number of
sectors had lost competitiveness before this
change. Recapturing the competitive edge,
even for firms hurt primarily by currency fluc-
tuations, will be difficult.

The trade balance is only one measure of’
change in international competition. Many
U.S. firms have responded to intensified com-

Figure 1-10.—Trade as a Percent of GNP, 1950-84
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transmitted to the Congress February 1985 (Washington, DC: U.S.
Government Printing Off Ice, 1985).

petition by moving production operations off-
shore, or by sending partially finished products
to overseas plants for processing and then re-
importing the processed products. Outward
processing has become a much more impor-
tant component of U.S. manufacturing firms
strategy, now accounting for nearly one-sixth
of U.S. manufactured imports. Between 1969
and 1983, the value of items assembled abroad
increased by nearly a factor of 12, or almost
20 percent per year. Outward processing is par-
ticularly significant in motor vehicles and
parts, apparel, and several types of electrical
equipment. The most important reason for the
increase in outward processing is foreign com-
petition, which has led U.S. producers to lower
costs by seeking lower wage countries. Thisis
true not just for the United States, which has
had higher wages than the rest of the world
throughout most of the post-World War |1 pe-
riod. Japanese producers, too, have moved as-
sembly operations to lower wage countries as
wages in Japan increased. This does not nec-
essarily imply that U.S. wages—or, for that mat-
ter, Japanese wages—should come down; it
does mean, however, that there is little secu-
rity in many American unskilled or semiskilled
jobs in industries whose products can be read-
Ily traded internationally.

Very little can be done to reduce the incen-
tives to import cheaper, foreign-made products,
to prevent offshoring, or to avoid all employ-
ment losses in industries facing stiff competi-
tion from low-cost foreign products. Trade pro-
tection, largely in the form of quotas, has been
used to mitigate the pressure in some industries,
but seldom prevents all job losses. There are
severa reasons for this.

First, the General Agreement on Tariffs and
Trade has decreased the importance of tariffs
and forced participating nations to use new-
style quantitative restrictions, such as orderly
marketing arrangements and voluntary export
restraints, to protect domestic industries. Be-
cause tariffs apply to imported goods inde-
pendent of their origin, and the new quan-
titative restrictions are usually bilateral or mul-
tilateral, these quantitative restrictions often
constitute very leaky protection. In some cases,
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producers in countries that do have agreements
restricting exports to the United States simply
route their products through countries with no
restrictions. As a result, quantitative restric-
tions are often ineffective at stemming imports.
Apparel imports, for example, multiplied more
than 20 times (from $595 million to over $12
billion) between 1967 and 1984, with some
quantitative restrictions in place.” During the
same period, employment in the apparel indus-
try fell from nearly 1.4 million workers to less
than 1.2 million. The restrictions probably
slowed losses of American apparel jobs over-
all. Nonetheless, there was a great deal of dis-
placement in addition to the net job losses, as
the industry shifted to lower wage areas within
the United States.

Second, quantitative restrictions do not re-
move incentives for U.S. producers to move
production to lower cost areas. U.S. produc-
ers can engage in outward processing without
the imported items being subjected to quantita-
tive restrictions. For example, between 1980
and 1983, when the U.S. automobile industry
was protected by a voluntary restraint agree-
ment with Japan, imports under the Tariff
Schedule of the United States 807.00 (TSUS
807.00, one form of outward processing) nearly
doubled, rising from $5.3 billion to $9.8 billion.
While employment in the auto industry in-
creased during the full period of the VRA—
from 789,000 in 1980 to 860,000 in 1984—in-
dustry employment was substantially de-
pressed in 1980, down from a peak of over 1
million in 1978.

While protection is ineffective in preventing
al job loss, it may nonetheless be an important
part of a strategy to lessen the impact of for-

13Not all growth in imports was due to leaks; the quantitative
restrictions permitted some growth in imports.

eign competition on the U.S. work force. Par-
ticularly if combined with industry efforts to
phase out unprofitable lines of businesses over
time or improve competitive ability, protection
can stretch out the period of employment de-
cline and help to avoid rapid, large job losses
that might swamp local |abor markets with dis-
placed workers. Moderate employment de-
clines over periods of afew years can often be
mitigated by attrition and early retirement pro-
grams, avoiding some or al of displacement.
Moreover, phasing production out slowly can
often give workers more time to find or train
for new jobs. In addition, protection (or threats
of it) may motivate some foreign producers to
build production facilities in the United States
in order to keep market share and avoid trade
restrictions. The protection of the VRA, and
proposals to renew such protection, probably
are significant factors in the decisions of
Toyota, Nissan, and Mazda to locate automo-
bile assembly plants in the United States.

Manufacturing employment is particularly
vulnerable to displacement resulting from in-
creased international competition. Products
can be made in one location and shipped to an-
other, replacing labor in the consuming coun-
try. Exported services, on the other hand, are
more likely to use labor in the country of con-
sumption, since the production and consump-
tion of the products (such as restaurant serv-
ices, lodging, some banking and financial
services, and some retail and wholesale trade)
cannot be physically separated.”As a result,
it is not surprising that manufacturing work-
ers are disproportionately represented among
the displaced.

“International trade and competition in service industries are

the subject of an ongoing OTA assessment, International com-
petition in the Service Industries,

DISPLACED HOMEMAKERS: PROGRAM STRUCTURE AND PERFORMANCE

Displaced homemakers are women whose
principal occupation has been homemaking,
and who have lost their main source of finan-
cial support.”Displaced homemakers share

154 fewmenmay fit the definition of displaced homemakers,

but most are women. This discussion is confined to femaledis-
placed homemakers.

problems of finding good jobs with other dis-
placed workers, but the barriers they face are
often greater because of their lack of experi-
ence, often, their existing skills are not trans-
ferable to good new jobs: and they may need
retraining or education in order to find steady,
well-paid work. Estimates of the number of dis-
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placed homemakers range from more than 2
million to about 4 million.

providing the first national estimates of the
displaced homemaker population for more
than a single year, OTA found a 28-percent in-
crease in their numbers, from 1.7 million in
1975 to 2.2 million in 1983. These figures are
conservative. Different definitions and differ-
ent databases have produced estimates for sin-
gle years that are more than twice as large.
Definitions of displaced homemakers also vary
from one State and Federal law to another,
with little consistency in €ligibility for program
services.

For analytic and descriptive purposes in this
report, displaced homemakers are defined as
women who:

- are between the ages of 35 and 64; and are
divorced, widowed, or separated; or

« are married but the husband is absent, seri-
ously disabled, or long-term unemployed,;
or

« are losing public assistance income from
sources such as Aid to Families with De-
pendent Children, when the youngest
child reaches the age where dependent
care ceases, and

+ have had serious employment problems,
including unemployment, working part
time but preferring full time, working at
pay below the minimum wage, or drop-
ping out of the labor force from discour-
agement,

Much of the increase in the population of dis-
placed homemakers since 1975 can be attrib-
uted to divorce, separation, or desertion. By
1983, nearly half (over 1 million) of displaced
homemakers were in this category. Over 60
percent of displaced homemakers had children
living at home. Their families were generaly
small; only about one-fifth of displaced home-
makers lived in families of four or more. Even
with small families, however, many displaced
homemakers live in or near poverty. In 1982-
83, nearly half of them had family incomes be-
low $10,000. At least 30 percent of those in fam-
ilies of four or more were below the povert
level, compared with only 15 percent of all
families.

By definition, displaced homemakers have
trouble finding satisfactory jobs. Half of them
were employed, but at pay below the minimum
wage or in a part-time job when they wanted
full-time employment. In 1975 (the most recent
available occupational data), 42 percent were
service workers, in jobs such as waitress, ho-
tel maid, or nursing home aide. This compares
to only 22 percent of all women in such occu-
pations at that time. Displaced homemakers
were underrepresented in clerical, profes-
sional, technical, and administrative jobs.

Government programs serving displaced home-
makers are relatively new. The first publicly
sponsored displaced homemaker program was
in Californiain 1975, and the first Federa pro-
gram came in the 1976 amendments to the Vo-
cational Education Act. By not including dis-
placed homemakers as atarget group, as CETA
did, JTPA weakened Federal support for dis-
placed homemaker programs. Stronger support
came in 1984, in the Carl D. Perkins Vocational
Education Act. The act authorized spending of
up to $84 million annually for services to single
parents and homemakers, including displaced
homemakers. For fiscal year 1985,$63 million
in Federal Voc Ed grants is available for serv-
ices to single parents and homemakers, includ-
ing displaced homemakers.

What portion of the Voc Ed funding for serv-
ices to single parents and homemakers will be
devoted to displaced homemaker programs is
not yet known. Moreover, there is some resist-
ance in the vocational education establishment
to the idea of setting aside funds for special
groups such as single parents and homemak-
ers. On the whole, however, it appears likely
that Voc Ed support for displaced homemaker
assistance will increase substantially, exceed-
ing any Federal funding targeted to this group
in the past.

Even with the increases, Voc Ed funding is
still small in relation to the number of displaced
homemakers. Moreover, although Voc Ed
grants can be used to support a considerable
range of services, the emphasis is on vocational
training, not job placement. For many dis
placed homemakers, the choice of training is
not feasible. Lacking either unemployment in-
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surance or income from other family members
to provide temporary or partial income sup-
port, they u S%ently need a job. The Job Train-
mg Partnership Act, another major Federal
program that serves some displaced home-
makers, is much more focused on placement
of clients in jobs than the Voc Ed program.
Also, it is potentially an additional important
source of funding for programs serving this
large and growing group of jobseekers who
face serious barriers to employment. Access to
JTPA programs, as well as to Voc Ed programs,
is important to displaced homemakers.

JTPA funds were a relatively minor source
of support for displaced homemaker projects
in 1984-85. Barriers to serving these women
with JTPA funds include the following: some
displaced homemakers do not qualify for Title
11A programs serving the economically disad-
vantaged, often because their previous income,
before they became displaced, was too high;
despite exceptions to the low-income rules for
Title 11A projects, not many service providers
are making use of them; many States do not
consider displaced homemakers eligible for Ti-
tle 111 services, which have no income limits.
Another problem is that displaced homemaker
service providers often lack information about
JTPA. In addition, local Private Industry Coun-
cils, which guide JTPA decisions, are often op-
posed to specia services for this group.

Currently, several hundred displaced home-
maker projects exist, probably serving more
than 100,000 people annually, or at most about
5 percent of the population. According to proj-
ect directors, the most effective programs in-
clude a comprehensive mix of services, includ-
ing personal counseling and training in job
search skills and actual job skills. The clients
are a diverse group, however, including minor-
ity women, long-time welfare recipients, wom-
en from rural areas, older women, and widows.
For some, services designed to meet their par-
ticular needs are appropriate.

Many displaced homemakers cannot take ad-
vantage of the educational and training oppor-
tunities open to them because of financial need.
The law authorizes the use of Voc Ed funds for
child care, transportation needs, and other sup-
port services for single parents and homemak-
ers, and allows training stipends in cases of
acute economic need. However, the funds have
rarely been used for these purposes. Under
JTPA, about 15 percent of funds can be used
for supportive services, including such expenses
as day care and transportation, and needs-
based payments necessary for participation. So
far, 10 to 11 percent of Title 11A funds and 6
to 7 percent of the Federal share of Title Il
funds have been used for these purposes. Con-
sidering the limited degree of participation in
JTPA programs by displaced homemakers, it
seems unlikely that they received much if any
of this low level of spending for supportive
services and training alowances. Federally
assisted student loans are designed primarily
for young people, and are less accessible to dis-
placed homemakers as well as to adult dis-
placed workers. Lack of income support is a
significant handicap to displaced homemakers
who could benefit from training, including
those who need some remedial education to
qualify for jobs or skills training.

Adequate information on programs serving
displaced homemakers has never been col-
lected. This includes information about ele-
ments of program success and failure, impor-
tant to local project directors in designing
effective services. The Perkins Act does not re-
quire much detailed or specific reporting on
programs serving single parents and home-
makers, nor does the Department of Education,
which administers the act, have any such re-
guirement. State officials are beginning to de-
velop a consistent, national system of data col-
lection including characteristics of clients
served, services provided, outcomes, and fol-
lowup results 1 year later.
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POLICY ISSUES AND OPTIONS

Adjustment to structural economic change
has been a major issue in the 1980s. In public
debate, attention has focused on a broad range
of policiesthat affect both the rate of structural
change and the need for adjustments on the
part of American business and workers. The
debate encompasses alternative macroeconom-
ic strategies designed to stimulate economic
growth and employment, trade policies re-
sponding to major changes in U.S. trade bal-
ances and international trading practices, and
proposed industrial policies that affect the con-
duct and performance of different sectors of
the U.S. economy. Actions taken in these pol-
icy areas affect the need for worker adjustment,
but have much broader implications for eco-
nomic performance and industrial structure.
This study focuses specifically on policies to
facilitate worker adjustments or transitions be-
tween jobs and industries as those jobs and in-
dustries change.

In recent years, assistance to workers who
have lost jobs due to structural changes in the
economy has been debated at some length in
Congress. Congressional actions on the issue
include establishing JTPA in 1982, with its na-
tional program to provide training and reem-
ployment assistance to displaced workers un-
der Title Il1. Also, under the Carl D. Perkins
Vocational Education Act of 1984, Congress ex-
panded vocational education opportunities for
single parents and homemakers (including dis-
placed homemakers) and for adult workers dis-
placed by technological change or in need of
training to remain employed. These recent ini-
tiatives, together with the TAA program, which
has existed since the early 1960s, emphasize
the need for assistance to displaced workers
as a specific component of U.S. training and
employment policy.”

However, taken together, these initiatives
reach only a minority of displaced workers;
JPTA Title Ill, the largest program, probably

16 Several othe, measures authorizing adjustment assistance
to workers who have lost their jobs due to changes in public pol-
icy have also been adopted over the years, These special pro-
grams have not been addressed in this report.

serves less than 5 percent of the eligible popu-
lation. Whether policymakers see additional ef-
forts for displaced workers as needed will de-
pend on how the issue is viewed in a broader
context, which includes current budget defi-
cits and the needs of other groups for employ-
ment and training assistance. Specific actions
and short-term funding levels chosen depend
largely on whether Congress views support for
worker adjustment as an emergency response
to high unemployment during economic down-
turns or a continuing national commitment.
Regardless of the way worker adjustment pol-
icies are viewed, displacement is a continuing
problem, affecting millions of workers every
year, If Congress does wish to strengthen ad-
justment assistance to displaced workers, OTA’s
assessment of the experience to date with such
assistance suggests a number of options that
merit consideration.

These options have been divided into 11 is-
sue areas. Issue areas 1 through 4 deal with im-
provements in delivery of assistance to dis-
placed workers, or workers who have received
notice of layoff. Issue area 5 contains options
for improving services to displaced homemak-
ers. Issue areas 6 and 7 dea with options to
improve research on occupational skills, occu-
pational forecasting, and labor market infor-
mation. Issue areas 8, 9, and 10 include options
to improve adult basic skills, or proactive strat-
egies to improve both the quality of the exist-
ing work force and the ability of individual
workers and homemakers to make career tran-
sitionsif they are displaced. Issue area 11 deals
with options to develop, improve, and dissem-
inate new instructional technologies for adult
basic and vocational education.

Issue Area 1: Improving rapid response
to displacement

Experience in existing programs clearly shows
the benefits of making retraining and reem-
ployment services available to workers before
they arelaid off. JTPA permits pre-layoff assis-
tance for workers who have received notice of
termination or layoff, but many States offer
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very little pre-layoff assistance. In some cases,
this is because there are no institutions de-
signed to respond rapidly to an announced
plant closing or mass layoff, Only afew States
have designated personnel to respond to plant
closings. Congress might wish, through over-
sight or legislative directives, to encourage
more States to establish early-response insti-
tutions, or it may wish to establish a federally
supported service, possibly like Canada' s IAS,
to deliver pre-layoff assistance,

Even when effective institutions exist to de-
liver pre-layoff assistance, they operate best
when there is advance notice of plant closings
or mass layoffs. Thus, Congress might wish to
provide incentives for advance notification of
plant closings or mass layoffs, or to require
some form of advance notice.

Issue Area 2: Encouraging rapid reemployment

The emphasis of JTPA Title 111 is on place-
ment in new jobs, and most projects have re-
ported a fair degree of success in placing their
clients, largely through job search assistance,
job development, and finding on-the-job train-
ing positions. Performance in placing workers
in new jobs could be improved with additional
measures to offer more effective relocation
assistance, and to provide temporary wage sup-
plements for displaced workers taking jobs that
pay less than the old job, thus easing the ad-
justment.

Many displaced workers cannot find new
jobs at comparable wages to those on the jobs
they lost. Temporary wage subsidies could be
offered, limited to afixed transition period dur-
ing which workers could get experience on the
new job and recoup some of their earning pow-
er. One proposal would allow displaced work-
ers to receive up to 80 percent of their remain-
ing Ul benefits over the course of ayear if they
took a lower wage job before exhausting ben-
efits. This might help some displaced workers
get back to work earlier than they otherwise
would. The wage supplement is a new concept.
One approach would be to try it first on asmall
scale in a pilot project.

Some displaced workers—especially those in
communities where job prospects are poor—
might be able to find jobs more comparable to
the ones logt, if they had sufficient information
and resources to relocate. Relocation assistance
is alowed under JTPA, but most States were
making little use of it in their Title 11l programs
in 1984-85. Greater relocation assistance funds
are available under TAA, which technically ex-
pired in late 1985. Continuation of the TAA
program and legislative directives encouraging
greater emphasis on relocation assistance, in
appropriate circumstances, under JTPA might
be considered.

Another way to facilitate relocation is through
improving intrastate or interstate job banks to
provide jobseekers with lists of current job
openings throughout the State, region, or Nation,
This would require computerization of the job
banks. JTPA authorized a nationwide compu-
terized job bank and job matching system. A
limited interstate job bank has been set up, but
it covers only a small number of jobs, and is
only partially automated. Most State systems—
which are the basis for an interstate bank—
are not fully computerized either.

Good estimates of the costs of computerizing
State job banks and linking them in an inter-
state system are not available, but preliminary
indications are that fully automated systems
within each State might require capital spend-
ing of at least $240 million over a period of 5
years or so, (This does not count the costs of
telecommunication equipment, software, and
staff training time.) Benefits of a more compre-
hensive and fully automated interstate job bank
are uncertain as well. It is not clear that work-
ers would use the information in the job bank
to relocate, since many of the jobs listed by Em-
ployment Service offices are low skill and low
pay, and probably would not attract workers
from other communities. However, improve-
ment of the system might encourage employers
to list more and better jobs.

In light of the uncertainties, a thorough in-
vestigation of the costs and potential benefits
of automating either intrastate job banks or a
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centralized interstate job bank would be pru-
dent before moving ahead. Any such study
should compare a centralized, on-line system
with several ways of linking individual auto-
mated State systems. Even without automated
job banks, greater emphasis on relocation assis-
tance through JTPA could be effective for a
minority—possibly 5 to 10 percent—of dis-
placed workers.

Issue Area 3: Enhancing education and training
opportunities in Title Ill projects

A substantial minority of participantsin dis-
placed worker projects—as many as 20 to 30
percent in well-run projects—view training as
the best route to a new job with potential for
advancement. This percentage fluctuates, de-
pending on the availability of job opportunities
in the community. During recessions, more
workers choose training, while during periods
of prosperity, the number of workers seeking
training tends to fall because prospects for re-
employment are better.

Regardless of the condition of the local econ-
omy, few workers can afford to undertake
training without some income support. For
many workers, the principal source of income
support is unemployment insurance, which is
generaly limited to 26 weeks. JTPA specifically
directs States to excuse workers in Title 1ll
projects from Ul work search requirements
while they participate in training courses.

Reflecting the 26-week constraint of Ul in-
come support, some vocational training insti-
tutions have developed compressed courses
that run for 22 weeks. Some courses also have
flexible entry times. However, only the work-
ers who enter training before or shortly after
layoff would be able to complete a 22-week
course while still receiving Ul. Many workers
prefer to search for new jobs before undertak-
ing training, and many displaced worker proj-
ects encourage this approach. For these work-
ers, opportunities for skills training are limited
or possibly foreclosed. Moreover, athough
short courses may be sufficient for some kinds
of training, workers who could benefit from
longer training courses may have to forgo them
because of lack of income support. Loss of

health insurance is another reason that some
displaced workers choose not to undertake
training, but instead try to get a new job as soon
as possible.

For workers interested in intensive skills
training, additional income support may be
needed. JTPA Title Il does not prohibit sti-
pends to workers in extended training or ed-
ucation, but stipends are very seldom provided.
Various ways of providing such income sup-
port might be considered. Recent legislative
proposals include enlarging the access of dis-
placed workers to Federal student aid assis-
tance, providing an additional 26 weeks of Fed-
era unemployment compensation to workers
in intensive training or remedial education,
and permitting displaced workers to use pen-
alty-free disbursements from Individual Retire-
ment Accounts as income support while train-
ing. These kinds of assistance, which could be
implemented singly or in a package, could be
targeted to workers who have demonstrated a
commitment to extended training or education,
rather than permitting all workers to take
advantage of extended income support.

In addition, some congressional bills have
proposed to fund extended health insurance
benefits for unemployed workers, and others
would provide it for workers affected by clo-
sure of a defense facility or defense-related
business. Congress might consider providing
some form of extended health benefits for dis-
placed workers who are enrolled in vocational
skills training courses as part of an income sup-
port package as described above.

Up to 20 percent of the participants tested
in displaced worker projects have shown de-
ficiencies in basic educational skills; some of
these workers require fairly intensive remedial
education before they can benefit from voca-
tional skills training courses. Many other work-
ers have less severe basic skills deficiencies,
but still may need some help with basic skills.
Remedial education currently is a clear but
unmet need in the Title 111 program. As shown
by some exemplary projects, displaced worker
projects can deliver remedial education very
effectively, However, most States give little or
no attention to remedial education in their Ti-
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tle 11l programs, and even those that do fall
short of the need (assuming that roughly 20 per-
cent of displaced workers need the service).

Remedial education might be encouraged if
States were directed to certify remedial edu-
cation programs as approved JTPA training for
Ul recipients, and excuse those recipients from
work search requirements while enrolled. Ba-
sic educational achievement could be included
as a performance standard in JTPA Title 1|
programs, asit isin Title 11A programs. Finally,
Congress might consider earmarking a portion
of JTPA funds for remedial education.

The estimated cost of providing remedia ed-
ucation for approximately 20 percent of JTPA
Title 111 participants is about $6 million per
year—about 3 percent of Title Il appropria-
tions in fiscal year 1985. Since Title Ill has
probably served less than 5 percent of the eligi-
ble population, however, this $6 million would
not go very far toward solving the basic skills
problem in the work force.

Issue Area 4: Improving information and reporting
on JTPA

Current information and reporting under
JTPA and related programs does not adequately
support congressional needs. The most press-
ing needs are for current information on the
numbers of people affected by permanent lay-
offs and plant closings, on the demand for
JTPA services overall, and on the demand for
different types of services offered in JTPA pro-
grams. Without this information, Congress
lacks adequate guidance in establishing yearly
funding for Title Ill, or for determining the
effectiveness of the program.

Reporting on the demand for servicesin dis-
placed worker programs is out of date. Con-
gress was considering the fiscal year 1986
budget, which will determine JTPA funds for
the program year beginning July 1, 1986, in the
summer of 1985. At that time, the most recent
report on the numbers of workers served and
program spending was over a year old. Brief
quarterly or semiannual reports showing cur-
rent levels of spending and demands for ser-
vices might serve better as a guide for con-
gressional appropriations.

Moreover, information on the mix of services
offered in Title 111 programs—including voca-
tional skills training, on-the-job training, reme-
dia education, relocation assistance, and job
search assistance—is incomplete and uncer-
tain. More detailed reports, at least on an an-
nual basis, on the service mix, outcomes by dif-
ferent type of service, and characteristics of
participants receiving various kinds of service
could help Congress determine the benefits of
this federally funded program, and signal needs
for changes in direction.

JTPA directs the Secretary of Labor to col-
lect data on the number of permanent layoffs
and plant closings, the number of workers af-
fected, the geographical location of closings,
and the types of industries. Money for an ini-
tial 8-State pilot study was not appropriated
until 1984. In fiscal year 1985, Congress appro-
priated funds for a nationwide survey, which
is now being done; funds were again appropri-
ated for this purpose in fiscal year 1986. An-
nual updating of this information may require
specific appropriations in the future.

Issue Area 5: Improving services for displaced
homemakers

In 1984, the Carl D. Perkins Vocationa Ed-
ucation Act authorized spending of up to $86
million per year on grants specifically desig-
nated for services to single parents and home-
makers, including displaced homemakers. In
mid-1985, about $63 million had been appro-
priated for grants serving this targeted group
in the year beginning July 1, 1985. An undeter-
mined but probably sizable portion of these
grants will be spent for assistance to displaced
homemakers. In the past, Federal spending tar-
geted to displaced homemakers was compara-
tively small, never exceeding about $8 to $10
million per year.

Yet even the increased Voc Ed grants are still
very modest in relation to the eligible popula-
tion. No estimate has been made of the num-
bers of single parents and homemakers, but dis-
placed homemakers alone probably number 2
to 4 million. If al of these people were to par-
ticipate in the new Voc Ed program—and two-
thirds of the Voc Ed set-aside grants for single
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parents and homemakers went to displaced
homemakers-$11 to $22 per person would be
available. A roughly comparable figure for dis-
placed workers eligible for JTPA Title Il assis-
tance in the transition year 1983-84 was $74.
Under the Comprehensive Employment and
Training Act of 1980, the comparable figure for
disadvantaged workers eligible for general em-
ployment and training programs was $250 per
eligible person. These figures are given only
for purposes of comparison; actual uptake of
services by eligible people is never 100 percent,
and participation varies among groups.

Voc Ed programs under the Perkins Act were
just gearing up in 1985. It is too early to iden-
tify al the policy issues that might arise under
the new law, but one that is already under de-
bate is whether and how to amplify the very
sparse data about displaced homemakers. Very
little information has been collected on exist-
ing programs. The Perkins Act authorizes, but
does not require, the Department of Education
to develop data on provision of vocational ed-
ucation opportunities for single parents and
homemakers, including displaced homemak-
ers. This information, as well as data on pro-
vision of other services such as outreach and
counseling, job development, job search assis-
tance, and basic education, would be useful to
States in using existing funds efficiently, and
to Congress in making appropriations for these
purposes in the future.

A potential topic for oversight is whether the
State Sex Equity Coordinators are able to wield
the authority the law gives them to administer
the single parents and homemakers programs,
and whether the set-aside funds are reaching
their intended beneficiaries through programs
designed to meet their special needs. The Per-
kins Act places substantial emphasis on set-
asides, or targeting portions of the grants to
special populations. These set-asides, includ-
ing the 8.5 percent for single parents and home-
makers, were opposed by many in the vocation-
al education establishment. Asimplementation
of the act gets underway, Congress may wish
to focus oversight attention on how the set-
aside provisions are being met.

JTPA is a potentially important source of em-
ployment and training services to displaced

homemakers. Although there is some overlap
in services with those that Voc Ed grants can
provide, JTPA emphasizes job placement more
heavily, while the focus of the Voc Ed act is
on training. Congress did not define-displaced
homemakers as a principal target group for
JTPA programs, athough they are specifically
mentioned in the law as one of the groups fac-
ing employment barriers and therefore eligi-
ble for some services. Because of income eligi-
bility criteria, it can be difficult to use JTPA
funds in projects designed to serve displaced
homemakers. Congress may wish to provide
legislative guidance on whether projects serv-
ing the special needs of displaced homemakers
can be funded under JTPA, and whether JTPA
services (either under Title 11A or Title 111)
should be more readily available to displaced
homemakers.

For displaced homemakers, the barriers to
training and education are probably greater
than they are for workers displaced from paid
jobs, because few displaced homemakers have
either unemployment insurance or income
from another family member to sustain them
during training. According to directors of dis-
placed homemaker projects, many of these
women need remedial education in order to get
an adeguate job, and many could benefit from
vocational skills training to improve their earn-
ing power and possibilities for advancement.
Congress provided for only very limited in-
come support in both the Perkins Act and
JTPA, and training allowances are seldom pro-
vided. Another possible source of income,
guaranteed student loans, are more readily
available to young students than to displaced
adults. Congress may wish to consider whether
to encourage or provide more income support
for displaced homemakers in training. Better
information on services provided to displaced
homemakers, and numbers of women receiv-
ing the services, would provide an improved
basis for consideration of this issue.

Issue Area 6: Improving labor market and
occupational information

Whether displaced workers and homemakers
choose training or an immediate job search,
they can benefit from detailed, up-to-date in-
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formation on the kinds of jobs available in the
local labor market. The same is true of projects
that offer reemployment, education, and train-
ing services to displaced workers and home-
makers, In many States the information pro-
vided to displaced workers projects is neither
current nor detailed enough to give an ade-
guate picture of what occupations are in de-
mand locally. As a result, many projects are
forced to operate with little information or ini-
tiate more extensive job development efforts
than would be necessary if good local informa-
tion existed.

In various surveys, BLS collects a great deal
of information on local unemployment rates,
levels of employment and earnings by indus-
try, and on occupations within industries.
Much of this information is funneled into na-
tional employment estimates and occupational
forecasts. Some, but not all, States collect ad-
ditional data to provide more detail on the oc-
cupational patterns of local industries. In these
States, ES analysts put together various sets of
information, from the local to the nationa
level, and thus provide a rough picture of grow-
ing, static, and declining occupations within
the State or, in some cases, local areas. With
the sharp drop in Federal funding and staff-
ing levels in the ES system since fiscal year
1982, however, the ability of many States to col-
lect additional information on local employ-
ment has been weakened. If Congress wishes
to place more emphasis on the provision of de-
tailed local labor market information, several
options are available, including: 1) legidative
guidance through JTPA oversight to focus at-
tention on providing better information at the
local level and on more informed use of exist-
ing data, and 2) appropriation of funds for the
specific purpose of developing local labor mar-
ket information.

Issue Area 7: Conducting research on the effects
of technology on jobs

Technological change affects both the num-
ber of job opportunities and the skills and edu-
cation needed to perform jobs. BLS long-range
forecasting specifically attempts to incorporate
the effects of technological change on the num-

bers of occupations in different industries.
Forecasting the effects of technological change
on the numbers of jobs will, inescapably, re-
sult in inaccuracies, simply because the effects
of technologies on jobs are influenced by ava
riety of factors that are difficult to predict, in-
cluding overall socioeconomic changes and do-
mestic and international competition. These
forecasts would be more useful if additional re-
sources were devoted to sensitivity analyses of
the effects of mgjor changes, including changes
in technologies. Sensitivity analyses might help
jobseekers and people making career choices
to understand how the requirements of given
careers might change in the future, but the
analyses would be unlikely to improve signifi-
cantly the overall accuracy of the forecasts.

How new technologies will affect skills and
education needed in the work force is not com-
pletely determined by the technologies alone.
Management, workers, and society in general
make decisions which influence how technol-
ogies affect jobs. The characteristics of the ma-
chines or technologies, however, do limit avail-
able choices. Therefore, if American businesses
are to create jobs that build on the current and
potential skills of American workers, those
skills must be taken into account when the
technologies are designed. There is a tendency
to design skills and humans out of new, auto-
mated production processes; there do not seem
to be many deliberate efforts to design new
technologies that create new, skilled jobs or en-
hance the skills of existing workers, although
such efforts could pay dividends not only in
providing better jobs, but in using the technol-
ogies themselves more effectively.

Congress might wish to encourage system-
atic evaluation of the employment impacts—
both quantitative and qualitative—of new tech-
nologies by requiring evaluation of employ-
ment impacts in major federally supported
technology development efforts of the Depart-
ment of Defense, the National Science Founda-
tion, and the National Bureau of Standards. In
addition, Congress might wish to direct the Na-
tional Science Foundation or other agencies to
fund one or more centers for engineering re-
search in aternative work organization or job
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design areas, aimed at finding ways to design
skilled jobs in conjunction with new or exist-
ing technologies.

Issue Area 8: Improving basic skills in
the work force

While it is clear from evidence gathered in
displaced worker and homemaker projects that
basic skills deficiencies are widespread, the ex-
act magnitude of the problem is unknown. A
better understanding of the dimensions of the
basic skills problem of young adults (21 to 25
years old) is expected in the spring of 1986,
when a national survey of functional literacy
levels among this age group is scheduled for
completion. This is the first national survey of
adult basic educational skills in more than a
decade. Regular, systematic surveys of basic
skills performance levels among adults (not just
young adults) could help provide guidance to
Congress in funding programs to combat adult
functional illiteracy.

Even without more exact information on the
numbers of adults with basic skills deficiencies,
Congress may wish to consider expanding sup-
port for basic educational programs for adults.
This could be accomplished through Federal
support of adult basic education through in-
creased outreach and provision of services un-
der the Adult Education Act (AEA), together
with development of a long-term strategy to in-
crease participation in AEA programs. Encour-
aging employed adults with poor basic skills
to upgrade those skills while till employed can
help improve the competitiveness of their em-
ployers, as well as help them to make career
changes if they do become displaced. Displaced
workers with good basic skills are more likely
to find new jobs quickly after being displaced,
and there are more job and training options
open to them (see Issue Area 3, above).

Issue Area 9: Encouraging greater use of adult
education to ease worklife transitions

Many unskilled or semiskilled workers are
unaware that adult education can reduce their
vulnerability to displacement, or that training
programs are available within their communi-
ties. While skilled workers, professionals, and

managers are more likely to take advantage of
educational and training facilities in their com-
munities or workplaces, these people, too, may
not know about all the options open to them.
Congress may wish to consider authorizing
outreach programs to inform adult workers of
the postsecondary educational opportunitiesin
their communities, to encourage their partici-
pation. This kind of program also could be used
to inform people with basic skills deficiencies
about remedial education opportunities that
would prepare them for postsecondary programs.

Another option is a program of educational
financial assistance targeted to workers most
likely to be displaced. Under existing policies,
tax deductions for training generally extend
only to courses related to a worker’s current
job, and part-time adult students who are em-
ployed have difficulty competing for Federal
financial assistance. Workers in industries or
occupations that are considered particularly
vulnerable to displacement might be given pref-
erences in access to Federal financial assis-
tance. Eligibility for the assistance could be
determined by State or Federal labor and em-
ployment agencies.

Issue Area 10: Encouraging training and retraining
of active work forces

The impact of displacement on the work force
can be reduced if workers in displacement-
prone industries or occupations begin to make
transitions to different careers while they are
still employed. Often, factors leading to dis-
placement develop over a long time, sometimes
over several years. While some workers may
make effective use of this time to find a new
job or develop different job skills, most do not.
Thisis especially true of the workers most vul-
nerable to displacement, that is, unskilled or
semiskilled workers.

One of the most effective ways to deliver edu-
cation and training to workers is at the work-
place, with the support of employers. Estimates
vary greatly, but American business probably
spends tens of billions of dollars a year on
worker education and training—much more
than the Federal Government. However, with
the exception of on-the-job training (which is
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not usually counted as a training expenditure),
most of this assistance is heavily weighted
toward professionals, technicians, managers,
and other highly skilled people. The workers
most vulnerable to displacement—Iow-skilled,
nonsupervisory or production workers—are
probably the group least served by employer-
provided education and training. In addition,
many small businesses do not have the re-
sources to provide the kind of education and
training many larger businesses offer.

Measures Congress could consider to broaden
employers support for employee education
and training include: 1) continuing the exclu-
sion from taxable income of employee bene-
fits under qualified employer-provided contin-
uing education programs, an exclusion which
will not apply to the 1986 tax year unlessit is
extended by Congress; 2) developing an im-
proved information base on employer-provided
training and education to better judge its ade-
guacy, and to help identify public policies en-
couraging these services; and 3) adopting new
incentives to encourage employers to extend
training and education opportunities to under-
served groups of workers, possibly by allow-
ing employers to use such expenses as tax cred-
its. An aternative to the third option might be
a small additiona payroll tax to finance retrain-
ing of either active or displaced workers from
businesses that do not choose to provide such
services themselves. Employers who do pro-
vide education and training to low-skilled pro-
duction and nonsupervisory workers could be
exempted from such a tax.

Issue Area 11: Encouraging research, development,
and transfer of instructional technology

New instructional technologies, including
computer-aided instruction (CAI) and inter-
active videodisk systems, have great promise
in adult training and education. These systems
can improve access to training and education
since they can be made available at times and
places that are convenient for adults. They also
can reduce the amount of time it takes to learn—
an important advantage given the limited
amount of time most adults have available for
education. Some studies have found that adults

in computer-based training achieved the same
competencies as adults in conventional train-
ing In less than three quarters the time. Al-
though the initial costs of these technologies
are often viewed as a barrier to their adoption,
the costs are decreasing, and operating costs
can be very low when high use levels are
achieved. New educational technologies are es-
pecially promising for teaching basic skills,
where a large clientele and relatively unchang-
ing curriculum offer the potential for very cost-
effective instruction.

New educational technologies, despite their
promise, are not yet widely used in adult ed-
ucation. One reason is that few teachers and
administrators have much experience with these
technologies, and potential users have trouble
judging the quality of the courseware that is
available. Most courseware was not specifical-
ly designed for adults, and information on the
performance of courseware packages is seri-
ously lacking. Potential users need data on how
well different systems work, as a basis for in-
vestment.

If Congress wishes to encourage greater use
of instructional technologies, the Federal role
could be expanded through more effective
measures to transfer federally developed train-
ing technologies to education and training in-
stitutions, and the private sector; greater sup-
port for development of new adult basic and
vocational training materials for instructional
technologies; and establishment of one or more
national centers to focus research on how
adults learn.

Many instructional technologies in current
use were developed or supported by Federa
agencies—mainly the Department of Defense
but to some degree the Department of Educa-
tion and the National Science Foundation. Sys-
tems developed for the specific needs of the De-
partment of Defense can often be adapted to
civilian adult education, but information fre-
guently is not available to potential users.
Moreover, the expense of modifying them may
inhibit adoption. Congress might wish to con-
sider establishing a training technology trans-
fer office to keep a descriptive inventory of
training technologies developed under Federal
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agencies, together with information on the ca-
pabilities of the technologies. Such an office
could also encourage adaptation of the course-
ware for civilian use by alowing commercial
enterprises to lease or buy federally developed
technologies, modify them, and sell them to
end users.

Much of the courseware used in basic skills
education was developed for high school stu-
dents—not the mature population of adults that
have basic skills deficiencies. Support for re-
search and development of new courseware
specifically designed for adults could enhance
the potential contribution of instructional tech-
nology in the adult education system. Such
activities could be funded through the Adult
Education Act. To avoid competition for the
limited funds available for delivery of remedial
education services under AEA, it may well be

that a separately funded mechanism would be
needed.

Congress may also wish to encourage more
research on the nature of the adult learning
process. Currently, little research is conducted
on such questions as how to design curricula
and instructional approaches so that they are
appropriate for adults, how to measure func-
tional literacy levels among adults, and how
to evaluate adult performance in educational
programs. Also, little attention has been given
to the adult learner in evaluations of instruc-
tional courseware. Such issues could be ad-
dressed through a research program focused
on the adult learner. One option would be for
Congress to direct the Department of Educa-
tion to charter one or more national research
centers for adult learning and basic skills.



Chapter 2
Policy Issues and Options



Contents

Page
INtrOdUCEION . . . . 47
CurrentPrograms. . .................... O 47
Major Policy GOalS. .. ...t 48
Delivery of Assistance to Displaced Workers. . . ......... ... .. ... ....... 51
Rapid Response to Displacement . . . . ............... Y e e e 52
Facilitating Rapid Reemployment. . . ... ........ .. ... 57
Education and Retraining Under Title Hl... . .. ........ .. ... ... ..... 62
JTPA Information, Reporting, and Monitoring Requirements . . . .. ... ... 66
Trade Adjustment ASSIStaNCE. . . . . .ottt e 69
Assistance to Displaced Homemakers. . . ... i 70
The Perkins Vocational Education Act and Displaced Homemakers . . . . . 71
The Job Training Partnership Act and Displaced Homemakers. . . . . ... .. 73
Options for Assistance to Displaced Homemakers . .. .................. 75
Labor Market Information and Occupational Research Needs . . . . ... .. ... 77
Local Labor Market Information . .. ........... . ... i 77
Improving Long-Range Projections of Future Job Opportunities . . ... .. .. 79
Research on the Effects of TechnologyonJobs. . ..................... 81
Strategies for Facilitating Worklife Transitions . . . ...................... 82
Basic SkillsandtheWork Force +, . ... ... ... 83
Continuing Education and Worklife Transitions . . . . .................. 89
Employer-Supported Training and Education . . . . ... ......... s eerereny 93
The Federa Role in Research, Development and Transfer of
Instructional TeChnolOgy . . .. ... ot e 96
Transfer and Diffusion of Federal Training Technologies. . ... ......... 96
Development of Instructional Technology for Basic Skills. .. ........... 99
Support for Research and Evaluation on Adult Learning.. .. ... ... ... .100
List of Tables
Table No. Page
2-1* Selected Options for Improving Adjustment Assistance in
JTPA Title I Programs . . ... ..ot e 53
2-2. Options to Improve Information, Reporting and Monitoring Under
JTPA Title ll . 67
2-3. Policy Issues for Displaced Homemakers. . .. ....................... 76
2-4. Issues in Labor Market Information and Occupational Research . . . . . . 78
2-5. Selected Options for Facilitating Worklife Transitions . . ... .......... 84

2-6. The Federal Role in Research, Development, and Transferor
Instructional and Training Technology . .. ......................... 97



Ch. 2—Policy Issues and Options .49

evitable change. Three such goals might be to:
1) expand services to displaced workers and
put a stronger emphasis on training, 2) improve
the skill level of the U.S. work forcein general,
and 3) enlarge the information base both for
programs that serve displaced workers and for
those that help Americans prepare for work-
life transitions.

Expanding Services to Displaced Workers and
Emphasizing Training

First, there are policy choices to be made on
how many displaced workers government-spon-
sored programs should try to reach, and how
much emphasis retraining should receive in the
mix of adjustment services offered, In the first
years of the new JTPA Title 111 program, only
a small proportion of eligible displaced work-
ers—probably less than 5 percent—received Ti-
tle 111 services. It also appeared that most pro-
grams focused strongly on placing workers
promptly in new jobs, with less emphasis on
retraining and other relatively expensive serv-
ices, such as relocation. In projects strongly
committed to training, as many as one-third of
participants may enroll, and costs per client
are typically $2,000 or more. In the JTPA tran-
sition year, ending June 1984, the Title |11 pro-
gram cost per client was $768; in the 1984 pro-
gram year, ending June 1985, the cost per client
was $895.°

If Congress wishes to support a broader dis-
placed worker program, designed to attract
more participants and enlarge training oppor-
tunities, it might consider a package that in-
cludes: 1) aggressive outreach, including cri-
sis response teams that help deliver adjustment
services in plants which are closing or under-
going mass layoffs, starting before the layoffs
begin; and 2) a stronger emphasis on retrain-
ing, including extended income support—up
to 1 year or more, at the level of unemployment
insurance benefits—for displaced workers and

*The Title 111 program cost per client given here is the Fed-
eral portion. For three-quarters of Federal Title 11t grants, match-
ing funds are required, they may be public or private, in cash
or in kind, and may include a wide variety of items, including
unemployment insurance payments and the employer’s share
of subsidized wages for workers getting on-the-job training.

displaced homemakers who are enrolled in
training needed for employment. Training
would include, for those who need it, remedial
work in reading and math skills.

The costs of a Title 11l program extended to
more people, combined with a stronger com-
mitment to retraining, would be considerably
higher than present program costs, although
benefits to the workers involved and to soci-
ety would also increase. A nationwide program
of aggressive outreach, including pre-layoff
assistance, might cost the government about
$30 to $50 million per year, depending on how
much is contributed by the private sector and
assuming that the services would reach about
300,000 people annually."However, savings
gained from more effective service delivery
could offset some of these costs, Benefits in the
form of faster reemployment of displaced
workers, and less spending for unemployment
insurance and income transfer payments,
might also offset costs.

The costs of greater emphasis on retraining,
though they cannot be figured precisely, are
likely to be substantial. Benefits would be
gained when the training begins to pay off in
higher incomes for the retrained workers, more
taxes paid on their incomes, and less need for
transfer payments. More effective outreach
might attract many more displaced workers to
the Title 111 program. The Labor Department
currently uses a planning figure of 150,000 per
year for displaced workers expected to receive
Title 111 services. Assuming that aggressive out-
reach raises the figure to about 300,000 per year
and that 20 percent of the extra participants
opt for training, at a cost of $2,000 apiece more
than the current average cost per Title Il cli-
ent, the additional cost would be about $60 mil-
lion per year. This compares to $223 million
appropriated for all Title Il services in fisca
year 1985, and $100 million for fiscal year 1986.

In addition, if 5 percent of displaced work-
ers—say 15,000 people—opted for extended
training and received income support for one

sInformation ON costs of various elements of displaced worker
programs is summarized in later sections of this chapter, and
Is discussed more fully in chs. 5 and 6.
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year, the extra cost (beyond the average un-
employment insurance benefits paid to un-
employed workers now) would be about $47
million. Most displaced homemakers do not
qualify for unemployment insurance. Income
support for them during training—even at the
modest level of $119 per week, the average un-
employment insurance payment—could imply
substantial outlays. For example, if 20,000 dis-
placed homemakers per year chose this option,
the cost would be about $124 million.

Given the likelihood of higher Federa spend-
ing if a more aggressive program of assistance
to displaced workers is adopted, Congress
might wish to consider aternative funding
mechanisms for this option. For example, leg-
idation has been proposed in the 99th Congress
that would impose a small duty on imported
goods, and earmark the proceeds for assistance
to workers losing jobs on account of trade. If
Congress believes the import duty concept has
merit as a way to finance adjustment assis-
tance, it might want to consider making all dis-
placed workers eligible for assistance funded
by the import duty—not just those displaced by
trade. As discussed throughout this report,
especidly in chapters 8 and 9, the effects of
trade, technological change, and changing con-
sumer preference are so interrelated that sin-
gling out one as the cause for particular cases
of displacement is always difficult, often im-
possible. Another possibility to consider would
be a small payroll-based tax for financing the
retraining of displaced workers,

An import duty or payroll tax might not be
considered appropriate for financing services
to displaced homemakers. Yet an argument can
be made that both individual employers and the
competitive position of the American economy
benefit from having available well-trained,
competent workers, offering skills that are in
demand. Thus, opening programs financed in
these ways to displaced homemakers might be
a possibility.

Improving the Skills of the Work Force

A second major goal that Congress may wish
to consider is a vigorous program to improve
the skill level of the U.S. work force. The pur-

pose would be to increase the competitiveness
of American firms and, at the same time, to
protect the earning capacity and standard of
living of American workers. Instead of react-
ing to displacement after the fact, this set of
options would try to prevent it when possible,
and otherwise prepare for it so as to mitigate
its painful effects. An aggressive program in
support of this goal could include: 1) greater
emphasis on improving reading, math, and
other basic skills of adult workers; 2) support
for research, development, and evauation of
technologies that effectively help adults learn
both basic educational skills and specific tech-
nical skills; 3) transfer of federally developed
education and training technology to the pub-
lic education system and to private businesses;
4) support for programs that help adults con-
tinue their education and training on their own
initiative; and 5) support for the retraining of
active workers by employers.

The costs to the Federal Government of achiev-
ing this goa are difficult to determine, even
roughly, but would certainly be substantial. For
example, the most important Federal program
for adult basic education supports State and
local projects that serve between 2 million and
2.6 million people per year; these figures are
small compared with a frequently cited esti-
mate that more than 25 million American
adults are functionaly illiterate. While that esti-
mate should not be accepted uncritically, it is
clear that current programs serve only a frac-
tion of adults who need basic education. Fed-
era expenditures for the program in fiscal year
1985 amounted to $102 million ($38 million less
than the law authorized]. States typically con-
tribute an equal or greater amount than the
Federal Government contribution, It is not
clear how many more adults would enter the
program if more emphasis were placed on out-
reach. Even with expanded outreach, it is
unlikely that all of the people with basic skills
deficiencies would be reached.

Instructional technologies, such as computer-
aided instruction and interactive videodisk sys-
tems, hold high promise for adult education
and for training of workers by private employ-
ers. An expanded Federal role to encourage use
of instructional technologies for basic skills and
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technical training would entail some additional
expenditures, but these costs could bring ben-
efits (e.g., faster program completion by adult
participants). Most courseware now used for
adult basic education was developed for high
school students or young adults. Thus, Federal
support for research and development of course-
ware for basic skills might focus on mature
adults. In addition, a specificaly designed
mechanism for transferring Federal training
technologies and materials to the private sec-
tor and public educational institutions could
be adopted, to give training technologies greater
visibility than they have under existing, generic
mechanisms for transfer of federally developed
technologies. One legislative proposal would
fund a mechanism of this kind at $3 million
per year. Several other options for improving
work force skills (e. g., greater support for in-
dividuals' continuing education, a tax credit
for employers who offer increased training op-
portunities to their workers, and possible use
of a small payroll-based tax to finance train-
ing and retraining activities) could also be con-
sidered. The costs to the Federal Government
for some of these options (e.g., a tax credit)
would depend largely on employer and em-
ployee responses to the incentives.

Improving Information

A third major policy goal for Congress to
consider is improvement of information, so
that training and employment programs are
better matched with the needs of the labor mar-
ket and can serve workers more effectively. For
whatever other major goals Congress might de-
cide to undertake, better knowledge is basic.
Compared with the extra costs of active pro-
grams to serve more displaced workers or to

upgrade workers skills, costs of better infor-
mation appear to be relatively low—in the tens,
not hundreds, of millions.

An improved information program could in-
clude these elements. 1) more frequent and
more detailed reports on how many workers
are being served in Title Il programs and what
kind of services they are getting; 2) annual
reporting on plant closings throughout the
United States, including the numbers of work-
ers affected, their characteristics, and the re-
gions most affected; 3) adequate funds for col-
lection and analysis of better labor market
information at the local level, especialy on oc-
cupations and skills in demand; 4) adequate
funds for obtaining up-to-date qualitative infor-
mation about jobs, for the use of educators, ca-
reer counselors, training and employment proj-
ect staff, and people making career choices; 5)
evaluation of the employment effects of major
technology developments that are federaly
supported; and 6) funding of a center for re-
search on new ways to organize work and de-
sign jobs as technological advances take place.

Specific issues emerging from OTA’s exam-
ination of displaced worker programs, dis
placed homemaker programs, and other em-
ployment, training, and education services are
discussed in the rest of this chapter. A num-
ber of additional issues besides those briefly
mentioned above are included. They are grouped
into five policy areas: 1) delivery of assistance
to displaced workers; 2) policy issues affecting
displaced homemakers;, 3) options for labor
market information and research related to oc-
cupational change; 4) strategies for facilitating
worklife transitions; and 5) the Federal role in
research, development, and transfer of instruc-
tional technology.

DELIVERY OF ASSISTANCE TO DISPLACED WORKERS

Title 111 of the Job Training Partnership Act
created a new program for offering adjustment
assistance to displaced workers. In the brief
time the program has existed, displaced worker
projects have been launched in nearly al States.

Asin any new program, initial difficulties have
been apparent in some States and projects.
While some of these difficulties have been over-
come with experience, other problems are
more fundamental.
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Overall, on the basis of currently available
data, it appears likely that fewer than 5 percent
of displaced workers across the country par-
ticipate in JTPA projects. The reasons why peo-
ple fail to participate are difficult to document,
but they probably include lack of knowledge
about the existence of programs, failure of
some projects to offer services in demand lo-
cally, and relatively low demand for services
during a period of economic recovery (asin the
first years of the Title I1l program, 1983-85).
Some of the approaches emphasized below,
such as greater emphasis on outreach and pre-
layoff services, can be expected to increase par-
ticipation in displaced worker programs.

The low participation rate of displaced work-
ers in Title Il projects suggests caution in
drawing simple relationships between funding
for the program and the rate of unemployment.
An aggressive outreach effort that attracted
more participants could also require increased
funding for the program—even if unemploy-
ment should decline. Conversely, if nothing is
done to improve participation levels, funding
levels will remain modest, but only a small por-
tion of displaced workers who could benefit
from JTPA services will be assisted by projects.

OTA’s review of the experience so far with
displaced worker projects indicates that sev-
era issues related to delivery of assistance
merit consideration: 1) improving abilities to
respond rapidly to plant closings and mass
layoffs; 2) encouraging prompt reemployment,
possibly through temporary wage supplements
or relocation; 3) enhancing education and train-
ing opportunities in displaced worker projects;
and 4) improving information, reporting, and
monitoring under JTPA Title Il programs.
Specific options for improving adjustment
assistance in JTPA Title 111 programs are dis-
cussed below, and summarized in tables 2-1
and 2-2. In addition, questions about Trade Ad-
justment Assistance, the specia program to as-
sist workers displaced by competition from im-
ports, are also discussed.

Rapid Response to Displacement
(Issue Area 1, Table 2-1)

Experience so far with displaced worker pro-
grams strongly suggests that the best time to
begin assistance to workers is before layoffs ac-
tually occur. Although not every worker will
take advantage of the services early, having
them available is important to boosting morale
and offering training while workers are till
eligible for the maximum amount of unemploy-
ment insurance and other forms of income sup-
port. Moreover, many workers will use job
search assistance to find new jobs before the
layoffs begin, so that their employment is never
interrupted. Advance warning of layoffs makes
it possible to take constructive action early; but
unless it is associated with other measures to
assist the displaced workers, it maybe of only
limited benefit to them, while possibly impos-
ing added burdens on employers.

While JTPA authorizes pre-layoff assistance,
only a few States have developed institutions
to deliver services before layoff in any system-
atic fashion. In the event that Congress wishes
to place greater emphasis on pre-layoff assis-
tance, several options are available, including:
1) legidative guidance (through JTPA oversight
or appropriations directives) to focus greater
attention on pre-layoff assistance efforts (op-
tion lain table 2-1), 2) creation of a consulta-
tive service to encourage cooperative efforts by
labor and management to offer pre-layoff assis-
tance (option Ib), and 3) encouragement of
early notice of mass layoffs and plant closings
(option 1c). These options are not mutually ex-
clusive, but could be implemented independ-
ently. Pros and cons of the individual options
are discussed below.

An adequate, up-to-date count of plant clos-
ings in the United States does not exist, but
most State directors of JTPA Title 111 programs
reported that plant closings were continuing,
in some areas accelerating, during 1984 and



Table 2-1.—Selected Options for Improving Adjustment Assistance in JTPA Title |1l Programs

Issue area and Options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issu Area 1: Improving rapid response to displacement

a) Congressional'action-suc’h as oversight effort; or
appropriations directives, to encourage greater
use of pre-layoff assistance in Title Ill projects

b Authorize the establishment of Federal or feder-
ally supported State consultative services to fa-
cilitate cooperative labor-management pre-layoff
assistance

¢ Require, or provide incentives for, early or ad-
vance notification of large plant closings and
layoffs

Issue Area 2: Facilitating rapid reemployment
a) Assisting workers in relocation through”
) legislative directive under JTPA to encourage
greater use of relocation options, and
) continued authorization of relocation help un-
der TAA or provision of equivalent benefits
under JTPA.

=

Require the Secretary of Labor to submit a report
to Congress which examines the costs and bene-
fits of automated State job bank systems, linked
m several ways, and compares these with a fully
automated, central national job bank system with
job-matching  capabilities.

¢ Authorize temporary wage subsidies to displaced
workers as an inducement to take lower paying
jobs with a potential for advancement One pro-
posal would allow workers to receive (over the
course of a year) up to 80'% of their remaining
Ul benefits if they take lower wage jobs than re-
quired by the State Ul system

Although this option could be conducted in
conjunction with 1 b and 1c below, it i1s viewed here
as a single option that would entail less extensive
action than the other two options

If adopted nationwide, this option might be more ef -
fective if implemented in conjunction with advance
notification (option 1c) However, the option could
be implemented in selected States on a demonstra-
tion project basis (e , in those States that already
require or encourage notification) or on a voluntary
notice basis

Advance notification (whether voluntary or required
by State and/or Federal Government) is needed for
pre-layoff assistance of the sort discussed m option
Ib A nationwide advanced notification system could
provide information for plant closing and mass lay -
off data reports (discussed in option 4d)

These two options could be adopted singly, or in con-
cert In general, the emphasis placed on relocation
assistance will vary greatly among States and local-
ities depending on prospects for local economic de-
velopment to create new jobs. In some declining
areas, relocation may be one of the few options open
to displaced workers Under JTPA Title Ill, the em-
phasis placed on relocation would depend on State
program  decisions.

If the investigation showed that expanded, automated
job banks would be cost-effective, they could factili-
tate relocation

Could be Implemented independently or in conjunc-
tion with options 2a and 2b For many workers, other
options (e. g, relocation or intensive classroom train-
ing) offer more promise as a reemployment strategy

JTPA authorizes pre-layoff assistance, but provision
of this service by State Title Ill programs i1s hampered
by an absence of institutions to provide pre-layoff serv-
ices and by absence of advance notice of Impending
layoffs m most States Legislative guidance and en-
couragement through the JTPA oversight process
might encourage more State action

Demonstration projects could be conducted by the
Secretary of Labor under current authority, using dis-
cretionary funds from JTPA If adopted nationwide,
legislative authorization for a small unit in an existing
Federal agency, or for support of State-run adjustment
services could be considered

There 1s currently no Federal requirement for advance
notification although legislation has been proposed
since 1974 One State (Maine) requires advance no-
tice, a few other States (Massachusetts, Michigan,
and Wisconsin) have voluntary inducements for early
warmng of plant closings or layoffs

The Trade Adjustment Assistance program has pro-
vided for relocation allowances to workers certified as
displaced by trade, but will expire unless reauthor-
ized, Relocation assistance also is permitted among
the range of services authorized by Title Il of JTPA,
but few projects make much use of this option

Section 465 of JTPA authorizes the Secretary of Labor
to establish and carry out a nationwide computerized
job bank and matching program Limited steps
towards Implementing section 465 have been taken
by the Labor Department’s Employment and Training
Administration

Other than m some company-union contracts, no wage
supplement programs currently exist. Given the lack
of experience with the wage subsidy approach, one
possibility would be to demonstrate wage subsidies
on a trial basis

Implementing this option could Increase JTPA Title Ill serv-
ices, if pre-layoff assistance were not provided at the ex-
pense of current services, additional funding could be
needed Federal fundmg requirements under this option
could depend on State carryover fund balances °

Based on experience with a similar program in Canada,
such a consultative service might cost about $171 per
worker served If approach were applied nationwide, the
costs could be as high as $30 to $50 million per year in
Federal funds, depending on how much s contributed by
non-Federal sources and assuming that 300,000 workers
per year receive services Selected pilot projects could
serve as an initial step in implementing this alternative

Costs not estimated, if Implemented as a Federal require-
ment, costs would depend on expenses of establishing and
maintaining a new Federal regulatory program

Among the few intensive relocation programs now in place,
financial assistance to workers ranges from $650 to $1,600
per worker, with $1,050 being the average for TAA If
10,000 workers were served each year, costs of reloca-
tion assistance would be about $85 million per year for
JTPA Title Ill (assuming average relocation expenses of
$850 per worker) “This Is about 4% of overall JTPA fund-
ing in FY 85 A less expensive option would be to author-
ize a program of guaranteed or low-cost loans for relocation
expenses,

The direct costs of conducting a study of the State sys-
tems and the national system have not been estimated,
but would be minor If study led to expansion of the sys-
tem, major costs could be entailed Cost of establishing
a fully computerized nationwide job bank system with job-
matching capabilities have not been estimated. By one esti-
mate, it could cost $241 million over 5 years to bring just
data processing equipment in all States up to date Alter-
nate funding mechanisms (e g possible use of ES trust
funds) could be assessed in the study

Lack of experience with this approach suggests a need
for caution in evaluating the costs of wage supplements
Based on assumptions stated m the text, the maximum
cost of providing wage supplements under the option would
be $690 more per worker than under current Ul benefits
For every t 00,000 workers in such a program, costs could
be $69 million above the cost of their Ul benefis Actual
costs could be lower if significant numbers of workers who
would otherwise remain on the Ul rolls until their benefits
expired participated in the program
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Table 2-1.—Selected Options for Improving Adjustment Assistance in JTPA Title Il Programs—Continued

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area3: Enhancing education and training opportunities in Title lll projects

a) Authorize income support to displaced workers
in training programs which extend beyond the 26-
week regular schedule for Ul benefits, through
a targeted program of assistance. An additional
26 weeks of income support at a level equal to
Ul benefits would make it possible for Title Il par-
ticipants to take 9-month training courses, leav-
ing some time for job searches at the end of the
courses. Eligibility for the extended support could
be determined at an early point of regularly sched-
uled Ul benefits

Emphasize remedial education services in JTPA

projects by:

i) identifying achievement of basic education
skills as a performance standard in JTPA Title
Il projects;

=

i) directing States to excuse unemployed peo-
ple from Ul work search requirements while
enrolled in intensive remedial education
classes; and

m) earmarking a portion of JTPA funds for reme-
dial education m Title Ill projects.

In general, it can be expected that more workers Will
be interested in intensive training programs when im-
mediate reemployment opportunities are limited; the
availability of additional income support for displaced
workers participating in intensive training could in-
crease the number of Title Il participants seeking
training.

These three options could be adopted singly, or in
conjunction with each other. Options for remedial
education in JTPA projects can also be viewed in the
broader context of Federal assistance for adult basic
and adult secondary education under the Adult Edu-
cation Act. (See options for improving basic skills
in the active work force, table 2-5, Issue Area 8 )

JTPA Title Il does not prohibit a stipend program of
income support for workers in intensive training, but
stipends are very seldom provided, Some workers may
not be able to participate in a long-term training pro-
gram extending beyond expiration of Ul benefits (usu-
ally, 26 weeks). Although Ul benefit levels are used
here to identify costs, additional income support for
displaced workers in intensive training could be
funded through JTPA Title Ill or a separate fund (such
as has been provided under Trade Adjustment As-
sistance).

1) “Employment competencies " are identified as a
performance standard only for JTPA services pro-
vided to youths. Adults (either disadvantaged or
displaced) are not included.

i) Some States do not include remedial education

among the “approved” activities in which partici-

pants receiving Ul benefits are exempted from
work search requirements while in training JTPA
specifically exempts Title Il workers in full-time
intensive skills training from such requirements,
but does not explicitly mention remedial education

Some State JTPA Title [l programs provide little

specific funding for remedial education

Costs of providing an additional 26 weeks of income sup-
port at an equivalent level to Ul benefits might average
about $3,094 per worker. For every 7,500 people (5%
of the assumed number of JTPA Title Ill participants) found
eligible for extended income support while training, costs
of the program would be $23.2 million. Experience from
Canada (which has an extensive training system coupled
to income support) and limited data from California sug-
gest that the per worker cost calculated above ison the
high side. *°

1) To the extent that additional services (beyond current
services) were added, some additional costs could be
entailed *

i) Same as (I) above, for JTPA. Some additional State Ul
costs would result.

iii) Extra costs for remedial education specifically provided
in some of the better Title Il projects average about
$200 per worker. For every 30,000 Title Il participants
needing such courses, and taking advantage of them,
the cost would be $6 million, a little under 3% of the
Federal Title Il appropriation for FY 85a °

aCosts - th.Federal Government of implementing th. 0Ption may depend in part on whether States carry over substantial unspent. and unobligated Title Il funds at the end of program years unspent Title Ili funds carried Over from the program

year ending June 30, 1985 amounted to $1845 million nationwide Amounts

arned over differed greatly from

ne State to another

t) Estimate ¢ derived from th, available information about the proportion of |s;ﬁaced workers that are likely to avail themselves of this particular option The Department of Labor uses the figure of 150.000 workers served by displaced worker projects
each year for planning purposes, the 150,000 number s used In this chart as a “baseline’ figure for the number of workers likely to use Title Il a hypothetical year The actual figure could be higher or lower

SOURCE Off Ice of Technology Assessment
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1985.°Under JTPA Title Ill, States may offer
displaced workers pre-layoff assistance and
may support early intervention programs, con-
ducted in cooperation with employers or labor
organizations, for plant closures or layoffs that
are expected to be permanent. Several States
have put considerable effort into rapid response
teams, They attempt to find out about impend-
ing layoffs and bring reemployment programs
to the workers early. Because most States do
not require or even encourage advance notice
of plant closings and large layoffs, the States
that are interested in rapid response try to en-
list voluntary cooperation from companies in
giving early warning. Many State managers of
JTPA Title 111 programs mention as a leading
concern the need to learn of large layoffs and
plant closings in advance, so they can offer
prompt assistance.

In States where rapid response teams exist,
the teams typically mobilize and coordinate re-
sponses from a number of State and local agen-
cies whenever they learn about an impending
plant closing. A team representative may make
plant visits, acquainting the soon-to-be-dis-
placed workers with options and available serv-
ices, such as testing and assessment to deter-
mine transferable skills or needs for education
and training, job counseling, job search train-
ing, and possibly job placement efforts.

How many mgjor plant closings and layoffs
are reached by these rapid response pre-layoff
effortsis not known. Anecdotal reports suggest
that in 1985 many States were not yet prepared
to act promptly to news of layoffs. Some com-
panies wishing to provide timely adjustment
services to workers they are laying off have
sought technical assistance from State Title 11|
programs or local Private Industry Councils
(PIC) but have not received a prompt, effective
response. The ability of Title 111 programs to
provide help quickly to displaced workers is
one potential topic for JTPA oversight.

While States can support plant-centered dis-
placed worker projects under JTPA, the law

sThe U.S. General Accounting Office is analyzing data on plant
closings and the number of workers affected by them; the study
is scheduled for completion in 1986.

provides no mechanism especially designed to
help create such projects. Moreover, no State
has yet established any permanent agency to
help labor and management establish their own
worker adjustment and placement committees.
Among the unique advantages of such commit-
tees are personal acquaintance with the work-
ers and their abilities, and personal networks
for turning up local job opportunities. In addi-
tion, unionized workers are more likely to trust
and participate in a program that their union
is committed to and responsible for. Manage-
ment participation makes clear the company’s
commitment to assisting its laid-off workers.
Many companies are able to make valuable
contributions of space for a reemployment and
retraining center in the plant, staff time to oper-
ate it, and time off for workers to attend pro-
gram activities.

Canada's 20-year-old Industrial Adjustment
Service (IAS)’provides a model for such a pro-
gram and evidence that it can work well at
moderate cost. Labor-management committees
established by the IAS operate placement ef-
forts in most of Canada s major plant closings
and layoffs. Except in the depths of recession,
the committees have consistently placed about
two-thirds of the laid-off workers during the
period they are in business (generally 1 year).
In Canada's fiscal year 1982-83, |IAS-assisted
committees offered adjustment services to
about 36,000 workers losing their jobs in plant
closings and large layoffs. (Trandated into
terms of the U.S. labor force, which is nearly
ten times as large as Canada’s, this figure is
equivalent to about 320,000 workers served,)
The cost to Canada’ s National Government for
the part of the IAS program that serves these
workers was roughly $3.9 million in 1982-83,
with contributions from the private sector
bringing the total to about $6.1 million, Canada’s
economy was in deep recession in 1982-83;
costs of the IAS program are reported to be
lower in nonrecession years.

Four factors seem to account for much of the
IAS achievement. First is the fact that the peo-
ple who know the plant’s workers best, and

s1AS was formerly called the Manpower Consultative Service.
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also are personally acquainted with other em-
ployers in the area, can be highly effective in
turning up job openings. Second, the small
cadre of 1AS field officers (numbering only 66
for labor adjustment services in 1984) have a
high degree of responsibility, are not bound by
red tape, and respond quickly, usually within
aday. Third, each labor-management commit-
tee is chaired by an independent, experienced
chairman, chosen by the committee from an
IAS lit; thus, it is not necessary for each com-
mittee to reinvent the wheel. Finaly, most of
Canada’'s labor force is covered by lega re-
quirements for advance notice of plant closings
or layoffs affecting more than 50 workers; this
enables the IAS to get an early start.

Because of significant differences in the two
programs, Canada' s IAS cannot be compared
directly with JTPA Title 111 services in the
United States. The JTPA program is much
broader, encompassing training as well as
placement, and it serves a more general popu-
lation of displaced workers, not just those af-
fected by plant closings and large layoffs. At
the same time, at least in itsfirst years, the Ti-
tle 11l program served many fewer workers in
relation to the size of the labor force. In addi-
tion, its measure of performance is looser.

About 177,700 workers were served in Title
Il programs during program year 1984 (July
1984 through June 1985), including 132,200
who were newly enrolled that year. Of those
served, 113,600 had officially left the program
—had been terminated, in the language used
in State reports—by June 30, 1985. (The rest
were still in the program.) Of those terminated,
74,200 were reported to have found jobs. (No
information is available about those who were
not placed; presumably they left the program
while still unemployed.) The entered employ-
ment rate reported by the Labor Department
for the Title 111 program nationwide for pro-
gram year 1984 was 65 percent; the figure is
based on workers who signed up for the pro-
gram and were counted as having terminated
from it. In Canada' s IAS program, placement
rates of 66 percent over the years are based on
all the workers displaced in plant closings or
mass layoffs. There are no comparable place-
ment figures for JTPA.

In drawing lessons for the United States from
the Canadian experience, an IAS-like program
might be regarded as a supplement to, or a part
of, the broader JTPA Title Ill program, not as
a substitute. Continuing programs not based
in plants would still be necessary, since many
displaced workers lose their jobs a few at a time
in communities affected by plant closings and
layoffs. An |AS-like program, though moder-
ate in cost, would require funding, possibly on
the order of $108 to $171 in government funds
per worker served, depending on how much
the private sector contributes. New funds
might be provided for such a program, or Ti-
tle 111 money might be diverted for it, especialy
if these funds were exempted from the 5 per-
cent limit the law imposes on State adminis-
trative costs of JTPA programs.’

Advance notice of layoffs is an important
part of rapid response efforts. While some com-
panies try to provide as much advance notice
as possible, others provide little or no notice.
In the United States, over the past decade, Con-
gress, at least 20 States, and severa localities
have considered legal requirements for ad-
vance notice. Few States, however, have actu-
ally adopted such requirements. One State
(Maine) currently requires advance notice of
plant closings or layoffs affecting more than
50 workers; three (Massachusetts, Michigan,
and Wisconsin) have voluntary advance notice
laws.

At the Federal level, bills relating to advance
notice have been introduced in every Congress
since 1974 but none has been enacted. One pro-
posal (H.R. 1616) was brought to the floor of
the House in November 1985 and defeated by
aclose vote, 208 to 203. Some other proposals
(but not H.R. 1616) would link advance notice
to other requirements, such as provision of
severance pay, extended health insurance cov-
erage, and retraining or relocation allowances
to the laid-off workers. Some opposition to
plant-closing bills may have been based on ob-
jections to the cost of these obligations. Of the
bills in the 99th Congress calling for advance
notice, some (e.g., H.R. 211 and H.R. 1212) also

"In late 1985, the U.S. Departmentof Labor was considering

und_ertaki_nﬁ a pilot program similar to the 1As model in coop-
eration with a few selected States.
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include other employer obligations. However,
H.R. 1616 (the bill voted on by the House in
the 99th Congress) called only for 90 days ad-
vance notice of layoffs affecting 50 or more
workers, unless business circumstances made
this impossible, with no further obligations on
employers except for consultation with em-
ployees on alternatives to plant closings. The
idea of using the advance notice period for
examining alternatives to closure raises a dif-
ferent issue from the options under discussion
here, which relate only to delivery of effective
adjustment services before layoff.

In the longstanding controversy over a legal
requirement for advance notice, opponents
have made two principal arguments: 1) that it
burdens business, forcing companies to keep
ailing firms open longer than is economically
efficient, and weakening industrial competi-
tiveness; and 2) that it can have a perverse ef-
fect, undermining the morale of the work force
and changing terms of business with custom-
ers, suppliers, and creditors, thus forcing the
closure of some plants that might have man-
aged to stay open.

Those who favor the requirement point to ex-
perience, in other countries and in this coun-
try under union contracts, where advance no-
tice is the rule. In Canada and a number of
European countries, businesses (including
U.S.-owned businesses) are able to comply with
advance notice requirements. Experience aso
shows that worker morale can stay remarka-
bly high after a plant closing announcement,
50 long as effective readjustment services are
offered promptly. Without this constructive
and timely action, advance notice might be dis-
ruptive. The two issues are intertwined. Pro-
vision of services to displaced workers before
layoff is highly desirable; it is hard to accom-
plish without early warning of layoff; and early
warning may accomplish little unless a prompt
response is made and high-quality services are
provided.

Laws that encourage, but do not require, ad-
vance notice are a compromise, and have
sometimes won the backing of both sides in the
argument. (e.g., both business and labor sup-
ported the concept of incentives for advance

notice in Massachusetts, the State law en-
courages compliance with voluntary guidelines
that include advance notice, and bars compa-
nies that do not comply from State-guaranteed
loans and tax breaks.) In alessformal way, and
without rewards or penalties to promote com-
pliance, some managers of State JTPA Title 111
programs are trying to persuade employers that
it is in their own interest to give early warn-
ing of plant closures and layoffs. They stress
the potential for keeping worker morale high
and maintaining good community relations. Al-
though some success has been reported from
these efforts—Arizona, for example, says that
word-of-mouth reports from satisfied employ-
ers have encouraged other employers to co-
operate—most States interested in pre-layoff
assistance are frustrated by their inability to
anticipate the layoffs.

Facilitating Rapid Reemployment
(Issue Area 2, Table 2-1)

Most displaced workers seek rapid reemploy-
ment when jobs similar to their old jobs in
wages and skills are available in their commu-
nities. However, many displaced workers are
not able to find comparable jobs. Programs
such as relocation assistance or publicly funded
temporary wage supplements might help these
displaced workers get back to work more
promptly than they otherwise would.

For displaced workers who take new jobs
paying less than the old ones, wage supple-
ments might bridge part of the income gap; the
payments would be limited to a fixed transi-
tion period during which workers could get ex-
perience on the new job and recoup some of
their earning power. Except in some collective
bargaining agreements, no wage supplement
program exists at present. In communities
where job choices are few and poor, relocation
offers some displaced workers improved chances
for satisfactory reemployment. Relocation
assistance, including both information and fi-
nancial assistance, is currently available to dis-
placed workers under Title 111 of JTPA and to
eligible unemployed workers in the Trade Ad-
justment Assistance program, (Even though
TAA'’s authorization lapsed as this report went
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to press, relocation assistance and some other
kinds of TAA assistance apparently will con-
tinue through the end of fiscal year 1986 un-
der a continuing resolution enacted on Decem-
ber 19, 1985. See subsequent section on TAA
for details.]

If Congress wishes to consider the expansion
of relocation assistance or the establishment
of wage supplements to encourage prompt
reemployment of displaced workers, several
options are available, including: 1) legislative
guidance through JTPA oversight to encourage
attention to the relocation option (option 2a (i)
of table 2-1); 2) continued authorization of TAA
relocation assistance or provision of equivalent
benefits under JTPA (option 2a (ii)); 3) direc-
tion that a study be conducted on the costs and
benefits of expanding the intrastate and inter-
state job bank system to facilitate relocation of
displaced workers (option 2b); and 4) legisla-
tive authorization of partial, temporary subsi-
dies to displaced workers accepting jobs at sub-
stantially lowered wages (option 2c).

Relocation Assistance

U.S. workers have traditionally been mobile;
many still are, especialy younger people. How-
ever, it is usualy true that fewer than 10 per-
cent of displaced blue-collar workers relocate
to new areas, even when there is little hope of
satisfactory new jobs in their home communi-
ties. Many displaced workers are mature or
older people for whom the costs of moving are
high: selling a house at a loss, paying more for
housing in a high-priced boom town, giving up
aspouse’s job, breaking family and community
ties. In fact, the circumstances in which very
many displaced workers might choose to relo-
cate are probably limited. Vigorous efforts to
help workers relocate are most appropriate in
areas of long-term economic decline or in very
limited labor markets (e.g., mining communi-
ties that once depended on copper, iron, or ura-
nium, where chances of economic revival are
remote). Considerable numbers of displaced
workers may be encouraged to move from
communities where their job prospects are
poor, if they can get help in job hunting out-
of-area, and financial help with relocation ex-
penses.

On the basis of limited experience from an
Employment Service (ES) program in the 1970s
and the more recent efforts of a few displaced
worker projects, it appears that several kinds
of services are needed to support relocation of
displaced workers, in appropriate circum-
stances. These services include: 1) information
and counseling about employment and living
conditions in other areas; 2) adequate, current
information on job openings and assistance in
locating suitable jobs for individual workers;
3) financial assistance to help cover the out-of-
pocket costs of job searches and interviews in
distant areas; and 4) limited aid with moving
costs. The costs of moving from a depressed
area can be so high that even generous reloca-
tion allowances will not fully cover them, but
some assistance with moving expenses is an
important part of the package.

JTPA does not explicitly set limits on the
amount of relocation assistance that may be
given to displaced workers, but there are prac-
tical limits. Relocation assistance can be quite
expensive, and States have other claims on
their Title [1l grant money. In Arizona, for ex-
ample, where many displaced workers come
from copper mining communities, the State Ti-
tle 111 program emphasizes relocation to an un-
usual degree. However, because of funding
limitations, the program alows no more than
$650 per worker in financial assistance. TAA
relocation assistance is comparatively gener-
ous; up to $800 is allowed for out-of-area job
search and an additional limit of $800 is set for
defrayal of moving expenses.

Currently, relocation assistance plays a mi-
nor role in most displaced worker programs.
In atelephone survey of State managers of Ti-
tle 111 programs, 22 provided information on
relocation assistance; 13 said none of their
clients received it. Of the nine that responded
positively, only three said they provided the
service to 5 percent or more of their clients,
or spent as much as 5 percent of their funds
on the service. Arizona, with its copper miners,
provided relocation assistance to 15 percent of
clients; Minnesota, where many displaced
workers come from the State’ s played-out iron
mines, provided the service to 10 percent.
About 500 workers in these two States com-
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bined received relocation assistance in the
transition year, October 1983 to June 1984.

Because of the special circumstances in
which a strong emphasis on relocation is most
appropriate, it is likely that provision of the
service will continue to vary a great deal
among States. It may be, however, that more
workers in a substantial number of States
would take advantage of the option if it were
offered in more effective form. For planning
purposes, the U.S. Department of Labor cur-
rently assumes that 150,000 workers per year
will be served in Title Il programs. For a rough
indication of the cost of offering more inten-
sive relocation efforts, let us assume that 10,000
workers per year (distributed unevenly across
the country) receive the service. If the cost per
worker were midway between $650 (as in Ari-
zona) and $1,050 (roughly the average TAA
grant in 1984), the overall program cost would
be $8.5 million per year. This is about 4 per-
cent of $223 million, which was the Federal
share of Title 111 program funding in fiscal year
1985. If more effective delivery of all services
to displaced workers had the effect of expand-
ing participation, demand for relocation assis-
tance might rise, along with demands for other
services.

The figure of $8.5 million for relocation assis-
tance to 10,000 displaced workers (or $17 mil-
lion for 20,000, and so on) may be compared
to the cost to the Federal Government of peo-
ple's adjusting their taxable incomes by sub-
tracting job-related moving expenses. In 1982
(the last year for which figures have been pub-
lished) taxpayers took adjustments of about
$3.7 billion for moving expenses connected
with their jobs. If the average income tax rate
of 26 percent is applied to this figure, the loss
to the Federal treasury was over $900 million.
The Federal income tax moving adjustment is
of very limited help to a workers in low tax
brackets; tax credits are in genera more help-
ful to people in low tax brackets than deduc-
tions or adjustments.

One option that is not offered either under
JTPA or the TAA program is low-cost loans to
displaced workers to cover moving expenses.
A loan has the advantage of encouraging relo-

cation when that seems to be the best option,
without the public’s paying for a move that the
worker might undertake anyway.

Relationship of the Interstate Job Bank System
to Relocation

Theoretically, a nationwide computerized job
bank and job-matching system might be help-
ful to workers contemplating relocation, since
it could acquaint jobseekers throughout the Na-
tion with current job openings, and acquaint
employers with applicants who may fit their
needs. Such a system was authorized by JTPA
but does not yet exist, athough the Labor De-
partment’s Employment and Training Admin-
istration (ETA) has taken some steps in this
direction. Two considerations suggest caution
in trying to make the Interstate Job Bank list-
ings more comprehensive and more fully auto-
mated: 1) the cost of doing so, which has not
yet been estimated; and 2) questions as to how
much the service would be used. On the other
hand, a current, complete system of job listings
might serve a broader range of jobseekers, and
do it more effectively, than the partial system
that now exists.

The Interstate Job Bank in Albany, New
Y ork, was opened by ETA in July 1984, replac-
ing the 5-year-old Interstate Clearance System.
The bank operates as an exchange center for
job orders in State ES systems throughout the
country. Evidence of expanded coverage over
the old system is that 44,700 job openings were
listed in the bank in 1984, compared with 1,500
the previous year. The Interstate Job Bank is
not, however, the complete nationwide system
envisioned in the law. It is quite limited in cov-
erage, has no job-matching features, and is by
no means fully computerized.

Listings with the Albany Interstate Job Bank
now consist largely of hard-to-fill jobs, most of
them professional and technical, selected for
inclusion by State ES systems. The idea behind
the selection is that the bank serves workers
considering relocation, and lower level jobs are
thought to hold little attraction for people con-
sidering moves (and, conversely, blue-collar
workers without special skills do not ordinar-
ily consider relocation).
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No attempt is made in the Interstate Job Bank
to match job orders with clients whose appli-
cations are on file in ES offices throughout the
country; instead, job matching is done in the
local ES offices. Connections between the State
systems and the interstate bank are only partly
computerized. All but six States send in their
job orders by mail, and all but one receive the
listings back by mail; only Nevada has two-way
telecommunications links with the Albany cen-
ter. Allowing time for mail deliveries and up-
dating of the listings, the turnaround time from
State ES systems to the interstate bank and
back again is at least 8 days, probably more
often 10. A one-way telecommunications link,
such as five States now have to the bank, can
reduce the lag time to as little as 2 or 3 days.
A two-way link, like Nevada's, allows same-day
communication.

Two questions are at issue in upgrading the
present Interstate Job Bank. One is faster com-
munication, so that job orders are listed quickly
and removed quickly when the jobs are no
longer open. The other is broader coverage. An
on-line, instantly reactive, dia-up job bank sys-
tem, covering all the jobs in the ES systems,
is feasible technologically. However, it would
require upgrading of automation in State sys-
tems. Not all statewide job banks are auto-
mated; in those that are, automation is present
in varying degree; and the systems are not al-
ways compatible. To build a unified system
would almost certainly require scrapping some
of what is already in place.

No detailed estimate of the cost of a compre-
hensive, nationwide, computerized on-line sys-
tem has been made. The costs would have to
include not only the hardware (computers and
telecommunication lines), but a software sys-
tem, plus staff time for training, operation, and
maintenance. Altogether, the system would
clearly cost a good deal more than the mail-in
system most States use now, at least for the
period when capital investments are being
made and training costs are at a peak. In 1984,
the Interstate Conference of Employment Secu-
rity Agencies estimated that it would require
an investment of $241 million over 5 years to
bring the data processing equipment of al State

Employment Security systems up to date; this
figure includes only the cost of the hardware
(modern mainframe computers, desk terminals,
and disk storage technology). The estimate cov-
ered data processing needs for unemployment
insurance and labor market information as well
as for the Employment Service.

One alternative for improving the existing In-
terstate Job Bank is for al States to transmit
data one or both ways by telephone line, rather
than by mail, as most do now. This could re-
duce delaysin listing and removing job orders.
No cost estimate of this alternative is available.
Another, more fundamental, alternative would
be to put efforts first into upgrading State job
banks and matching systems. At present, Mis-
souri is the only State with a fully automated
“paperless’ system. If other States developed
similar systems, communication among them
on job openings and qualified applicants could
be accomplished either by networking the State
systems or, in a more rudimentary fashion, by
making each State system available for elec-
tronic query by an office in any other State. In
either case, a degree of commonality would
have to be designed into all the State systems.
As noted above, the capital cost of installing
modern equipment in all States has been es-
timated at $241 million over 5 years. This
amounts to $48 million per year, and is about
6 percent of the current $770 million annual
budget for basic servicesin the ES system. The
costs of telecommunication equipment, soft-
ware development, and staff training time are
not included, but neither are the savings in
operation and maintenance that ES systems prob-
ably would reap from using modern equipment.

The principal criticism of a nationwide, com-
prehensive, computerized job bank isits poten-
tial cost in relation to benefits. Since the ES
system is entirely federally supported, upgrad-
ing the present interstate bank (or intrastate
banks, for that matter) would require either ad-
ded Federal funds or a redirection of present
resources, with possible sacrifice of other ES
services or closure of some ES offices. Federal
support for ES and unemployment insurance
is provided through a system of trust funds.
Possibly, job bank improvements might be
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funded through the use of trust fund money
without necessarily raising taxes directly. How-
ever, the issue is complex and would require
study. A significant question is what type and
what level of improvement would be worth the
cost, regardless of how funded.

It is not certain that an improved interstate
bank would improve the functioning of the la-
bor market, since many of the job orders flow-
ing into ES offices call for very limited skills
and pay low wages, These jobs often have
limited appeal even for local workers, not to
speak of workers in distant places. Hard-to-fill
professional and technical jobs that might have
national markets are aready entered into the
Interstate Job Bank. Whether even these jobs
listings are attractive to workers considering
relocation is uncertain; often the jobs are hard
to fill because the pay they offer is relatively
low. In addition, it maybe questioned whether
there is a need for professional jobs to be cov-
ered in a publicly financed labor exchange sys-
tem, since there are many private exchanges
(including nonprofit ones, such as professional
associations) serving them.

An argument in favor of broader coverage
of listings is that blue-collar and other lower
paid workers are often more willing to relocate
when they are given practical help in getting
jobs at the other end. Adequate information
about job openings, although not sufficient by
itself to encourage relocation, is one part of the
necessary help. An interstate bank that lists a
broad range of jobs might be used coopera-
tively by ES offices and displaced worker proj-
ects to encourage relocation out of depressed
areas into areas where jobs are going begging.
The enhanced effectiveness and reputation of
a more comprehensive, quickly reactive inter-
state ES system might attract more job orders
from employers, leading to further improve-
ment of the system. The same might be true
of the intermediate step of up-to-date com-
puterization of intrastate job banks.

Some bills before the 99th Congress call for
greater attention to upgrading the Interstate Job
Bank or intrastate banks. One (H.R. 670) would
authorize $50 million per year for 4 years to
develop and implement computerized job bank

systems in each State, using software that is
compatible with other systemsin so far as pos-
sible. Another (S. 1033) calls for establishing
a nationwide job bank and job-matching pro-
gram in connection with employment services
for veterans.

Another bill (H. R.1219) takes a different ap-
proach, calling for a study to determine if the
benefits of a highly sophisticated national job
bank would outweigh the costs, The proposal
would direct the Secretary of Labor to submit
a report to Congress on such a bank’ s feasibil-
ity and costs, containing information on: 1)the
extent to which the nationwide job bank and
job matching system authorized under JTPA
could be expected to increase employment op-
portunities in each State; 2) the estimated cost
of making such a system fully operational; 3)
the extent to which development of the system
would require changes in the existing ES op-
erations of each State; and 4) the feasibility of
using nonprofit privately operated job-referral
services for low-skill jobs in low-wage indus-
tries, rather than using the State ES offices or
a nationwide computerized job bank and match-
ing program. Any study of the benefits of an
automated national job bank should compare
a centralized, national system with several
ways of linking individual automated State
systems.

Wage Supplements

Many displaced workers find rapid reem-
ployment only in jobs that offer substantially
lower pay than their old jobs. This is a com-
mon burden of displacement. In recent years,
at least 30 percent of adult workers who found
new full-time jobs after displacement took pay
cuts of 20 percent or more. Temporary, par-
tial supplements to the wages on a new job
have been proposed as a way to ease the tran-
sition for some displaced workers.

If temporary supplements to wages on lower
paying jobs were available, some workers might
be inclined to seek reemployment sooner, with
the benefit to themselves of getting back to
work, getting experience in new jobs, and gain-
ing time to recoup some of their former earn-
ing power. Additional benefitsto society might
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include a smaller overall bill for income sup-
port payments. This outcome is not certain,
however; the cost of wage supplements might
exceed present costs of income support pro-
grams. There has been very little experience
with wage supplement programs—certainly
none on a national scale. The only such pro-
gramsin existence are those in afew company-
union contracts which allow the use of sup-
plementary unemployment benefits to tempo-
rarily bring wages on a new job close to the
level of wages on the old job.

One suggestion for government action is to
establish a special trust fund for wage supple-
ments, limited to a fixed transition period and
available only to older, more experienced work-
ers. Another is contained in a bill in the 99th
Congress (H.R. 758) which proposes, among
other things, to offer supplemental payments
from the unemployment insurance (Ul) trust
fund to workers who take jobs at a lower wage
than is required under their State’'s Ul law. The
payments could amount to as much as 80 per-
cent of the Ul benefits an unemployed worker
is eligible to collect, and could last as long as
ayear. No cost estimates are available for these
proposals. They might prove to be quite costly,
especially if they attracted large numbers of
new participants to the Title 111 program.

A cost estimate for a hypothetical wage sup-
plement program may be roughly calculated.
For every 100,000 workers receiving a wage
supplement, the cost might be about $70 mil-
lion per year, assuming that these workers re-
ceive 80 percent of the full benefits for which
they are eligible. The calculation is based on
the average Ul benefits received by U.S. work-
ersin 1984 ($119 per week for 15 weeks) and
the maximum duration of Ul benefits in nearly
all States that year (26 weeks). The number of
recipients of awage supplement would depend
strongly on the exact terms of the program.
With 30 percent of reemployed displaced work-
ers taking pay cuts of at least 20 percent, the
number could be high.

A wage supplement program, though novel,
might be viewed not as entirely new, but as an
alternative use of unemployment insurance to
encourage faster reemployment. The program

might also be regarded as somewhat analogous
to subsidies paid to employers in on-the-job
training programs. In any case, because of the
large uncertainties as to levels of participation
and costs, if Congress is interested in the pro-
posal, a trial or demonstration program might
be the most practical first step.

Education and Retraining Under Title IlI
(Issue Area 3, Table 2-1)

Severa issues have arisen about education
and retraining in JTPA Title Il programs, in-
cluding: 1) uncertainty about how much em-
phasisis being placed on classroom skills train-
ing in Title 111 projects, 2) possibly providing
extended income support for workers enrolled
in skills retraining courses, and 3) giving great-
er attention to the remedial education needs
of displaced workers.

Inadequate Data on Formal Training in
Title Il Projects

In some of the better displaced worker proj-
ects, a substantial minority of participants—
perhaps as many as 20 to 30 percent—choose
training in a new skill or occupation, seeing
the retraining as an important avenue to a good
job. Depending on local job opportunities, de-
mands for training may vary; it appears that
more workers opt for formal training during
recessions than during prosperity, when im-
mediate reemployment prospects are good.

Some concern exists, however, that JTPA Ti-
tle 11l programs may be overemphasizing im-
mediate placement, at the expense of skills
training. Although classroom training is expen-
sive, it may best serve the long-term interests
of some displaced workers. With the informa-
tion currently available, it is difficult to tell how
much training and education is being offered
in Title 11l programs. The Labor Department
does not require States to provide detailed
breakdowns on the number of participants and
the funds spent for each of the services pro-
vided in Title Il projects. The question of
whether adequate emphasis is being placed on
classroom training services is, therefore, a po-
tential topic for congressional oversight. It
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seems unlikely that detailed information about
the mix of services provided under JTPA will
become available unless Congress specifically
requires the Labor Department to instruct
States to provide the information. This infor-
mation could be a required component of an
expanded State reporting system under JTPA,
discussed in a subsequent section of this chap-
ter. (See options 4a, 4b, and 4cin table 2-2.)

Income Support Alternatives for Workers
in Intensive Training

For most workers, unemployment insurance
benefits are the primary source of income dur-
ing training. JTPA directs States to exempt dis-
placed workers who are enrolled in eligible
training activities from the work-search re-
quirements of the Ul system.’Many skills re-
training courses offered to displaced workers
are brief, lasting only a few weeks, in order to
fit training and job search assistance into the
regularly scheduled 26-week duration of Ul
benefits,

While these short-term courses may be suffi-
cient for training in some skills, some displaced
workers who could benefit from longer, more
intensive training courses may not be able to
participate without income support lasting
longer than Ul benefits. Unlike the TAA pro-
gram, which has provided up to 52 weeks of
income support to eligible workers while they
are in approved training, stipends for displaced
workers in training are rare under JTPA Title
1L

Several ways to provide additional income
support to displaced workers in longer term
training have been proposed in recent Con-
gresses. Some proposals would give supple-
mental Federal unemployment compensation

»The U.S. Department of Labor’s Employment and Training
Administration issued a directive on implementation of this re-
guir_ement (contained in Section 302 of JTPA) on June 29, 1983

ection 302 requires states to identify employment opportuni-
ties, and associated training opportunities, for groups of indi-
viduals eligible for Title 111 assistance. Acceptance for such train-
ing is deemed acceptance of training by the State under Federal
laws relating to unemg%loyment benefits. Section 3304 of the Fed-
eral Unemployment Tax Act of 1970 indicates that benefits to
otherwise eligible individuals should not be denied if the indi-
vidual is participating in training approved by the State.

to unemployed workers who continue in JTPA-
funded training after their regular Ul benefits
expire. Another approach is to encourage
States to expand eligible training activities for
workers receiving Ul benefits. Still another ap-
proach is to permit displaced workers to use
penalty-free disbursements from Individual
Retirement Accounts for tuition expenses
while they are training. Finally, some bills
would give displaced workers and displaced
homemakers greater access to Federal student
aid assistance.’

If Congress wishes to pursue the concept of
offering additional income support to displaced
workers in extended training programs, the
question of containing the costs could be crit-
ical. One way to keep costs down would be to
target the available assistance only to those
who have demonstrated a commitment or need
for extended training. In a targeted approach,
eligibility for extended income support prob-
ably should be determined for most workers
before the half-way point of their regular Ul
eligibility. (See option 3ain table 2-1.)

If screening of this sort were employed, what
would be the likely costs of offering targeted
assistance to displaced workers in extended
training under JTPA Title 111? Assuming that
each worker in intensive training needed 1 year
of income support (9 months for a classroom
training course plus some leeway at the begin-
ning and end of the course), an additional 26
weeks of income support beyond the usual 26
weeks would be needed. If the added income
support were equal to regular Ul benefits, the
additional cost would average $3094 per
worker. (While Ul payments have been used
as the basis for computing costs, it would not
necessarily be desirable to fund the program
through the Ul system; funding through JTPA
Title 111 appropriations or through a separate
fund might be more appropriate.)

sSee, for example, H.R. 3700, the proposed Higher Education

Amendments Act of 1985 as reported by the House Committee
on Education and Labor on Nov. 20, 1985. In addition, proposals
have been made to encourage workers and employers to estab-
lish individual training accounts (ITA) to cover training expend-
itures should the worker become unemployed. The ITA concept
is discussed in ch.s,and in the continuing education section
of this chapter.
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The number of people likely to make use of
intensive training programs of this sort will
fluctuate, depending on general economic con-
ditions and reemployment prospects. How-
ever, the demand for training is not unlimited.
Even in JTPA projects that emphasize training,
generally only about 20 to 30 percent of the par-
ticipants take classroom training, and, of these,
most enroll in short-term courses. If 5 percent
of all JTPA participants qualified for the ex-
tended income support, the cost of the program
would be $23.2 million, assuming (as does the
Labor Department for planning purposes) that
the Title I11 program serves 150,000 people na-
tionwide.

Health Care and Displaced Workers in Training

Some displaced workers who would other-
wise be good candidates for classroom train-
ing may feel it necessary to forgo training when
jobs are available, so they can regain health in-
surance benefits for themselves and their fam-
ilies. Provision of health services to displaced
workers, like extended income support, might
encourage more displaced workers to take
retraining Ccourses.

The issue of medical and health services ben-
efits for the unemployed (and for other people
not covered by insurance plans) has been the
subject of considerable legislative debate in re-
cent years. Discussion of the issue as it relates
to unemployed people in general is beyond the
scope of this report.” JTPA, in theory, already
authorizes States to provide health care for dis-
placed workers participating in Title 111 train-
ing projects. While specific information is not
available on provision of health services to Ti-
tle Il participants, it is generally believed that
few if any States offer it. JTPA generaly places
a 30-percent limit on the proportion of Federal
funds that can be used for administration and
“supportive services’ (health care is just one
of severa “supportive services’ permitted un-

wFgra diSCusSion of proposals in Congress related to health

insurance benefits for the unemployed in general, see Janet Per-
nice Lundy and Anne C. Stewart, “Health Insurance: Proposals

in the 99th Congress, ™ Library of Congress, Congressional Re-

search Service, Issue Brief 1B84067.

der the act).” Because 15 percent of the States
share of Federal funds may go to the costs of
administration, the effective limit for suppor-
tive services (for funds subject to the limit] is
15 percent.”In fact, States may spend far less;
so far, 6 to 7 percent of the Federa share of
Title 111 spending has gone to supportive serv-
ices. Given the limited information now avail-
able, Congress might wish to address the health
services issue, as it relates to participation in
training, as one subject of oversight on class-
room skills training in JTPA. (See table 2-2, op-
tion 4c.)

Remedial Education and the Displaced Worker

Displaced workers with basic educational
deficiencies (as in reading, writing, arithmetic,
and oral communications) may be seriously
hampered in their search for reemployment,
and are often unable to participate in training
or retraining programs. Up to 20 percent of
participants tested in displaced worker projects
have shown deficiencies in basic educational
skills, some of these workers may require fairly
intensive remedial education to correct the
deficiencies. Other workers with less severe,
yet still serious, basic skills deficiencies might
benefit from shorter term courses.

Displaced worker projects can serve as a
highly effective delivery system for adult basic
education. However, the high promise of Ti-
tle 111 programs as a vehicle for providing re-
medial education is not being met. While spe-
cific displaced worker projects often strongly
emphasize remedia education, the findings
from an OTA phone survey of State Title 111
program managers suggest that remedial edu-
cation has not been given high priority at the
State level. Only half the States responded to
questions about the number of displaced work-
ers receiving remedial education; of these,
seven indicated that no Title Il funds were

1The 30-percent limitation iS Stated in Section 307(a) of JTPA.
Section 4(24? defines supportive services to include health care.

2Under Title 111, only the formula-funded grants to States are
subject to the 30 percent limit. About three-quarters of Title 1m
grants are formula-funded, the rest are disbursed at the discre-
tion of the Secretary of Labor. Altogether, the 30 percent limit
applies to only one-half of the Federal and non-Federal funds
available to a Title 111 program.
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spent for remedial education. Even among the
States that said they provided remedial educa-
tion in Title Il projects, the percentage of
clients served by basic education was usually
low. Of the 18 responding States in this cate-
gory, participation levels among Title 111 clients
ranged from 0.1 to 18 percent. Eleven of these
States—or nearly two-thirds—provided reme-
dial education services to less than 10 percent
of Title Il participants, and seven provided
these services to less than 5 percent.

Thus, it appears that only a few States are
providing remedial education to clients in Ti-
tle Il projects at alevel that even approximates
the probable need for services (using the 20 per-
cent figure cited above as a rough indication
of need). If Congress desires to place greater
emphasis on remedia education in Title Il
programs, areas that merit attention include:
1) expanding JTPA’s performance standards to
include improvement in basic education skills
as agoa of Title Il projects, 2) directing States
to excuse unemployed people receiving Ul ben-
efits from work search requirements while they
are enrolled in intensive remedial education
classes, and 3) earmarking a portion of JTPA
funds for remedial education in Title 111
projects.

It is possible that Ul requirements in some
States make it difficult for displaced workers
to take intensive full-time remedial education
courses while receiving Ul benefits. While
JTPA (as noted above) directs States to excuse
displaced workers from Ul work search re-
guirementsif they are enrolled in eligible train-
ing opportunities conducted under Title IlI,
displaced workers enrolled in full-time reme-
dial education classes are not explicitly cov-
ered by the exemption. OTA’s phone survey of
State Title Il program administrators indi-
cated that several States do not consider reme-
dia education a training opportunity (under
the meaning given to it under Section 302 of
JTPA) or as “approved training” by the State.”

uIn addition to the provision in JTPA, Federal law governing
the u1 system also directs that otherwise eligible unemployed
people can be excused from work-search requirements and still
receive Ul benefits, if they are participating in any State-
approved training—not necessarily JTPA-funded training.

Some concern exists that JTPA’'s emphasis
on successful placements and low costs may
discourage projects from offering remedial
education. The concern has been greatest in
the case of Title Il programs for economically
disadvantaged people, but it may also be rele-
vant to some Title Il projects. For youth pro-
grams under JTPA Title 11A, performance
measures include employment competencies
recognized by the local PIC and completion of
schooling, as well as placement in jobs. These
measures are not included for adult workers,
either disadvantaged or displaced.

How the Ul work test or JTPA performance
standards affect offerings of remedial educa-
tion in displaced worker projects is uncertain.
It is probable, however, that some workers who
could benefit from remedial education are af-
fected adversely. Congress could encourage
more attention to remedia education if it ex-
plicitly stated that “training” under JTPA in-
cludes remedial education, and that improving
basic skills in reading and mathematics is con-
sidered a positive outcome of training (see op-
tions 3b (i) and 3b (ii) in table 2-1).

Another measure to encourage delivery of re-
medial education as part of displaced worker
projects would be to allow or to require a set-
aside of a given percentage of Title 111 funds
for this purpose (see option 3b (iii), table 2-1).
There are several mandatory set-asides in Ti-
tle 11A; for example, 8 percent of these funds
must be allocated for continuing education
agencies, including adult and vocational edu-
cation. In the same way, a small portion of Ti-
tle 111 funds might be allocated to State agen-
cies that provide education in basic skills for
adults. For example, States might be directed
to spend at least 3 percent of their Title Il
funds for remedial education. This is much
more than most States now spend on remedial
education in Title I1l programs, although less
than what is spent in the most ambitious State
efforts. (i.e.,, about 5 percent).

One way to estimate the additional cost of
emphasizing remedial education in displaced
worker programs is to look at actual costs in
some exemplary projects. The Ford/UAW proj-
ect at the Milpitas, California, auto assembly
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plant enrolled 770 workers in remedial educa-
tion—39 percent of the 1,997 who signed up
for services. The average extra cost per partici-
pant was $245 (it was only $130 per course, but
many workers signed up for more than one
course). In the Midland, Pennsylvania, project,
which offers a range of remedial education
services with excellent participation, the extra
cost to the project is $97 per participant. As-
suming that 150,000 displaced workers were
to participate per year in Title Il projects, and
20 percent take advantage of remedial educa-
tion, the cost, at $200 per participant, would
be $6 million. This is a little under 3 percent
of the Federal appropriations of $223 million
for Title 1l programs in fiscal year 1985.

JTPA Information, Reporting, and Monitoring
Requirements (Issue Area 4, Table 2-2)

OTA found several areas where current in-
formation and reporting under JTPA Title 11
and other related programs may not adequately
support congressional oversight of program
activities, identification of budget priorities, or
policy formulation. In addition, questions have
been raised about the adequacy of Federal guid-
ance and information to States. Four areas of
particular concern are:

+ Reporting on demand for services in dis-
placed worker programs is inadequate and
out-of-date. The Labor Department re-
quires States to provide summary annual
reports on JTPA programs, which include
figures on numbers of participants and
spending levels. These reports could be
more helpful to Congress in making budget
decisions if they were more timely.

« No reporting is required on the mix of
services in displaced worker programs—
that is, how many workers receive each
service, including job search assistance,
vocational skills training, on-the-job train-
ing, remedial education, and relocation
assistance. Such information could be use-
ful to Congress in judging the effectiveness
of the Title 11l program.

+ Reliable nationwide information on per-
manent layoffs and plant closings (the
number occuring each year, the number

of workers affected, the geographical loca-
tion of closings, and the types of indus-
tries) does not yet exist. JTPA requires the
Secretary of Labor to collect this informa-
tion and publish it annually, but the effort
was not undertaken until Congress appro-
priated funds for it.

+ Some States complain that the Labor De-
partment has given them insufficient di-
rection in implementing JTPA programs,
and believe they must be extra cautious in
such matters as determining eligibility, so
as not to have spending disallowed in au-
dits later. The problem may be temporary,
since it will ultimately be “solved” in the
audit process, but in the meantime deliv-
ery of services to displaced workers in
some States may be less than optimal.

If Congress wishes to emphasize these report-
ing requirements under JTPA more strongly,
or to strengthen the Federal role in guiding
States in areas of uncertainty, it may choose
among several means of doing so, including:
1) legidative guidance through JTPA oversight,
to focus attention on congressional and State
needs for timely information; and 2) earmark-
ing appropriations for collection and publica-
tion of data.

Timely, adequate reports on participation in
and spending for displaced worker programs
could assist Congress in making appropriations
decisions (see option 4a, table 2-2). The Labor
Department requires reports from the States on
their Title 11l activities only once a year, cov-
ering the period through the end of the pro-
gram year, June 30, and due 45 days later. Not
all reports are submitted in time; collection of
data that are reasonably complete for most
States may be delayed several more weeks.
Congressional hearings on budget and appro-
priations for the following fiscal year begin in
the spring; reports on spending and program
activities that do not arrive until near or after
October 1, when the new fiscal year begins, are
of limited value. Even when the congressional
schedule dlips, and work proceeds on the new
fiscal year’'s appropriations after the fiscal year
has begun, information that arrives so late in
the session may not receive much analysis or
attention.



Table 2-2.—Options to Improve Information,

Reporting and Monitoring Under

JTPA Title IlI

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area 4: Improving information, reporting, and monitoring

a) Legislative guidance to the Department of Labor
requiring more frequent reports from the States
on the number of particpants and spending levels
for JTPA Title Il programs

=

Legislative guidance to the Secretary of Labor re-
quiring Title Il grant recipients to report on the
service mix provided in their projects at least on
an annual basis

K2

Legislative oversight on the extent of classroom
skills training opportunities offered in Title Il
projects, including the question of whether
greater emphasis on health care services would
increase participation m intensive training

d) Legislative directive (with earmarked funding) to
the Secretary of Labor to continue to compile and
report on permanent layoffs and plant closings,
as required by section 462(e) of JTPA.

@

Legislative directive to the Secretary of Labor to
provide more active guidance to State Title Il pro-
grams to clarify areas where uncertainties exist
(e.g , the question of who is eligible for Title Il
__projects).

Quarterly or semiannual reports on Title Ill programs
would help Congress make budget decisions about
Title Il and conduct oversight of the programs

Information about demand for and provision of differ-
ent services (e g , skills training, basic or remedial
education, relocation assistance, reemployment serv-
ices), would help decisionmakers m Congress and
the administration determine whether a full mix of
services 1s provided and would also help in budget
and appropriations processes

Because inadequate information exists about the mix
of services provided in JTPA Title Il projects, over-
sight process would be made more effective if com-
bined with reporting requirements in option 4b

Better information about plant closing and large
layoffs (including data on the number of closings and
workers affected, location of facilities, and types of
industries) could be helpful in determining JTPA Ti-
tle Il priorities. In addition, plant-closing inform-
ation of this sort would be useful if a national program
of pre-layoff assistance was adopted.

This option, while continuing the policy under JTPA
of giving the States flexibility in implementing their
programs, would clarify concerns of some program
managers that they have been given too little guid-
ance about what JTPA permits.

This option could be Implemented through a congres-
sional directive to the Secretary of Labor to require
recipients to submit quarterly or semiannual reports
on Title Il activities (Section 165 of JTPA already au-
thorizes this. )

Like (a) above, this option also could be Implemented
through Congressional guidance to the Secretary of
Labor on implementation of section 165 of JTPA

Classroom skills training 1s one of several services
JTPA Title Il projects are authorized to provide, and
for some displaced workers isthe best route back to
a good job. Some concern exists that classroom train-
ing opportunities are given little emphasis in some Title
Il projects—to the detriment of some displaced work-
ers who might benefit from such training Also, some
displaced workers who would otherwise benefit from
intensive training may seek Immediate reemployment
when available m order to regain health care benefits
for themselves and their families. Although JTPA Ti-
tle Il authorizes States to provide health care to Title
Il participants, it appears that few have done so

Section 462(e) of JTPA requires the Secretary of La-
bor to develop plant closing data, and to publish a
report based on this data “as soon as practicable’
after the end of the calendar year. Implementation of
this provision did not begin until Congress made spe-
cific appropriations for the purpose in FY 84 and FY
85. Whale nationwide data are now being developed,
annual updating of the data and reporting may require
specific appropriations m the future The U.S Gen-
eral Accounting Off Ice 1s currently conducting a study
of large plant closings and mass layoffs on a one-time
basis, with results expected m 1986

The Department of Labor I1s authorized by JTPA to pro-
vide such guidance.

Not calculated but small' some additional project costs
would be associated with more frequent report prepara-
tion, these data are now prepared annually

Not calculated. Many Title Il projects and some States
already develop this information. In other cases, this op-
tion would require Title Il recipients to compile additional
information m their reports submitted under section 165
of JTPA, and this would add somewhat to the costs of JTPA
administration

The direct costs of oversight would be small However,
classroom training Is one of the most expensive JTPA serv-
ices To the extent that oversight resulted m greater em-
phasis in classroom training in JTPA projects, additional
costs could be recurred. Additional costs could also be in-.
curred if more States offered health care services to Title
Il participants, although a major increase in Federal costs
would not occur unless the spending limit (generally 30%)
on administrative and supportive services were lifted

Initial appropriations for section 462(e) were $1 million in
FY 84 for an 8-State pilot project. and $5 million for FY
85 for expansion of the data compilation process to the
remaining 42 States (The data on plant closings are de-
rived from unemployment insurance data, not actual
records on plant closings or layoffs ) Costs for the data
would probably be less m the future

Not calculated, but direct costs would be small

SOURCE Off Ice of Technology Assessment
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The Title 111 reports that States are required
to file are brief and simple. Submitting them
guarterly, or at least semiannually, probably
would not impose an undue burden. These
timely reports could be more useful to Con-
gress than annual submissions. Such reports
would have to be interpreted carefully, how-
ever, because spending rates for displaced
worker programs are not necessarily even, for
several reasons (one is that plant closings are
sporadic, not predictable, and many States set
aside a portion of their Title Il funds for con-
tingencies). It might be useful to add informa-
tion on obligations, as well as on spending, of
Title 111 funds. A telephone survey done in Oc-
tober 1985 by the National Governors Asso-
ciation showed that, although there was a large
carryover of unspent funds at the end of the
program year, June 1985, most States had fully
obligated their Title 11l funds by that time.
Analysis of figures on obligation of these funds
by States, as well as on spending, could be use-
ful to Congress in its budget decisions.

Current information on the operation of the
Title 111 program is especially desirable be-
cause demands for services appear to fluctu-
ate with changing economic conditions. Dis-
placed workers tend to seek services less, and
probably opt for expensive classroom training
less, in good times than in bad. Demands for
services may also rise when services are de-
livered more effectively—for example by rapid-
response teams that establish pre-layoff serv-
ices in plants undergoing closure or mass
layoffs. Congress may wish to adjust funding,
depending on the uptake of services, the choice
of services, and therefore the rate of spending
and obligation of funds.

Although JTPA leaves decisions on service
mixes to the States (and the States may dele-
gate these decisions to project directors), Con-
gress may wish to be informed on how many
workers are getting vocational skills training,
on-the-job training, remedial education, relo-
cation assistance, and so on. Without this in-
formation, it is difficult to determine the full
benefits to workers from this federally funded
program, or to identify the need for possible
changes in direction. One branch of the Labor

Department’s Employment and Training Ad-
ministration does currently collect data, on a
sample basis, on participants, service mix, and
outcomes in Title Il projects. However, the in-
formation from these sample surveys is neither
detailed enough nor certain enough to give
Congress an adequate picture of the mix of
services being offered in displaced worker proj-
ects. Reports, made at least annually, on how
many workers receive specific services, on the
outcomes (e.g., placement rates, wages) of vari-
ous types of services, and how much money
the program is devoting to each service could
help to fill the information gap (see option 4b,
table z-2).

Another information gap that may be of con-
cern to Congress relates to plant closings. Di-
rectors of Title Il programs in a number of
States believe that plant closings have been fre-
guent throughout the economic recovery, and
want to assure early delivery of services to the
affected workers. Despite JTPA’s requirement
of annual reports on plant closings, no nation-
wide compilation is yet available. Congress
appropriated $1 million in fiscal year 1984 for
apilot study of plant closings, based on unem-
ployment insurance records, in eight States; in
1985 another $5 million was provided for a full
50-State study. The Administration proposed
rescission of the latter sum, on the grounds that
economic recovery made a plant-closing study
unnecessary. Congress did not approve the re-
scission, and the full study is reportedly going
forward. Results of the study maybe useful to
Congress in considering whether further spe-
cial attention to plant closings is warranted
(e.g., as in the proposals to require or encour-
age early warning of plant closures and mass
layoffs). Annual studies, should Congress wish
to continue them, may depend on the provision
of specific funding directives in the appropri-
ations process (option 4d, table 2-2).

JTPA assigns the Federal Government a mi-
nor role in the direction of training and em-
ployment programs. Congress may, however,
wish to consider whether the State programs
would operate more effectively if Federal guid-
ance were more specific on items likely to be
reviewed in audits (option 4e, table 2-2). Exam-
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pies are definitions of eligibility for displaced
worker projects, and acceptability of various
kinds of expenditures as part of the State match
for Title I1l grants. Once a number of audits
has been completed, such questions may be re-
solved. But meanwhile, some State program
managers may be imposing unnecessary re-
strictions for fear of an audit; some JTPA proj-
ect directors say that service to clients is ham-
pered because of State-imposed restrictions
and red tape. State JTPA programs might ben-
efit from clearer guidance beforehand.

A positive contribution the Federal Govern-
ment can make to displaced worker programs
isin information sharing and evaluation of the
performance of programs. The Department of
Labor's ETA supports organizations such as
the National Governors Association (NGA)
and the National Alliance of Business (NAB]
in bringing State JTPA officials together for in-
formation sharing on JTPA programs. Federal
support for all information sharing activities
under JTPA cost about $3 million per year, of
which only part is related to Title 111 activities.
A useful addition to these activities might be
to create a continuously operating information
clearing-house (either within the Labor Depart-
ment itself or through the NGA or NAB) which
could provide States with up-to-date infor-
mation on how States are handling common
problems.

ETA also undertakes several kinds of evalu-
ation efforts which can be useful in monitor-
ing training programs, and in assessing the pos-
sible need for changes. Among these activities
is support for contractor studies of individual
projects, including a report on model projects.
A long-term evaluation of the impact of JTPA
programs, comparing participants with simi-
lar nonparticipants, is planned. Estimated
funding for ETA evauations was $8.6 million
in fiscal year 1985; the figure includes evalua-
tions of the entire $3.8 billion JTPA program,
not just Title Ill. The Administration has re-
quested $11.3 million for ETA evauation activ-
ities in fiscal year 1986.

Trade Adjustment Assistance

TAA, established in 1962 and liberalized in
the Trade Act of 1974, was intended to provide

compensation and adjustment services to work-
ers who lost their jobs from the consequences
of foreign competition. Though much reduced
from its height in 1980, when spending reached
$1.6 billion and nearly 600,000 workers were
certified as eligible for services, TAA was till
a fairly substantial program in 1985. (Spend-
ing for the program declined sharply after Con-
gress redefined and limited TAA income support
payments in the Omnibus Budget Reconcilia-
tion Act of 1981.) Assistance to workers was
funded at about $71 million in fisca year 1985,
including a $26 million appropriation for train-
ing and relocation, and estimated outlays of
$45 million for income support. A parallel pro-
gram of financial and technical assistance to
firms losing business because of foreign com-
petition was funded at $25 million, plus loan
guarantee authority of $15 million. As has been
noted, TAA’s authorization technically lapsed
in December 1985. However, some TAA serv-
ices apparently can be provided under a con-
tinuing resolution signed into law by President
Reagan on December 19, 1985 (Public Law 99-
190). This law continues TAA funding for re-
training, job search and relocation assistance,
but not income support, through the end of fis-
cal year 1986."

Congressional interest in the program re-
mains high, and additional consideration of
TAA in 1986 islikely. The conference commit-
tee report on H.R. 3128, the budget reconcili-
ation bill that was still pending when Congress
adjourned at the end of 1985, proposes to con-
tinue TAA and to fund the program through
a small uniform duty on imports.”

In addition, at least 13 hills to extend or mod-
ify TAA were proposed in the first session of
the 99th Congress. Some of these bills would
reauthorize current programs with little modi-
fication. Others would reauthorize only the

4This aﬁnopriation is provided in Section 101(j) of Public Law

99-190 which appropriates such amounts as may be necessary
for continuing activities under Sections 236, 237°and 238 of the
Trade Act of 1974 through the end of fiscal year 1966 under the
terms of fiscal year 1985 appropriation acts. Activities conducted
under the three sections are training, job search allowances, and
relocation assistance, but not income support.

5The Conference Committe, provisions on TAA can be found
in Title XIII of H.R. 3128, the Proposed Consolidated Omnibus
Budget Reconciliation Act of 1985, as contained in House Re-
port 99-453, Dec. 19, 1985.
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worker assistance component of TAA, but not
the firm assistance program. Still others would
modify the current program substantially, or
propose quite different programs.

The principal argument against continuing
TAA isthat it is difficult, and probably ineg-
uitable, to try to distinguish among displaced
workers by cause of displacement, and to sin-
gle out one group for specia treatment. The
Administration, arguing that Congress should
allow the program to die, held that TAA isun-
necessary and duplicative, because JTPA pro-
grams offer adequate services to all displaced
workers, whatever the cause of their displace-
ment; and that the unemployment insurance
system provides sufficient income support to
all unemployed workers. On the other hand,
it is argued that TAA assists workers who are
paying <he price for anational policy (removal
of trade barriers) that benefits society as a
whole. Also, the program may ease protec-
tionist sentiment among workers in trade-af-
fected industries.

For eligible workers (those certified as hav-
ing been displaced due to increased imports
of directly competitive products) TAA has pro-
vided some significant extra benefits beyond
those offered under JTPA Title Ill. TAA in-
come support payments (set at the level of un-
employment insurance benefits) has lasted as
long as 18 months for workers in training, and
relocation assistance has been more generous
than under JTPA. Thus, TAA support has en-
abled some workers to complete longer term
training than they otherwise could have af-
forded, and has encouraged some relocation
out of depressed areas. In fiscal year 1984,
35,000 workers received income support pay-
ments, 6,538 entered TAA-assisted training,
and 3,120 got relocation assistance. (The
amount of overlap in these figures is not
known.) If Congress chooses not to reinstate
the program, some TAA-eligible workers can
be served in JTPA Title Il projects, although
not necessarily at the same level of service.

ASSISTANCE TO DISPLACED HOMEMAKERS

In the Carl D. Perkins Vocational Education
Act of 1984, Congress demonstrated a strong
interest in providing Federal support for pro-
grams serving displaced homemakers. The act
authorized spending of up to $84 million per
year on services specifically designated for sin-
gle parents and homemakers, including dis-
placed homemakers. For fiscal years 1985 and
1986, Congress appropriated $63 million for
Vocational Education (Voc Ed) grants serving
this targeted group.

Of the $63 million in Voc Ed grants set aside
for single parents and homemakers, an unde-
termined but probably quite large share will go
to programs serving displaced homemakers.
Records on past Federal spending targeted to
displaced homemakers are incomplete, but
CETA"and Voc Ed funds combined probably
never exceeded $8 to $10 million per year. (See
chapter 10 for details.) Even so, the increased

16The Comprehensive Employment and Training Act.

funding is a comparatively small sum for a
training, education, and employment program
open to a population of millions, as the fol-
lowing comparisons with CETA and JTPA in-
dicate.

No estimate has been made of how many sin-
gle parents and homemakers there are, but dis-
placed homemakers aone probably number
over 2 to 4 million (depending on how the term
is defined). Supposing that all these people
were to participate in the new Voc Ed program,
and that two-thirds of the available funds were
spent on displaced homemakers, only $10 to
$21 per person would be available. The com-
parable figure under CETA in fiscal year 1980,
when approximately $4 billion was spent for
general employment and training programs
open to 16 million disadvantaged workers, was
about $250 per €eligible person. In fiscal year
1985, when $223 million was appropriated for
the JTPA Title Il program, and the eligible
population of displaced workers was probably
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about 3 million, the comparable figure was
about $75 per person. These figures are given
only for the sake of comparing overall fund-
ing levels relative to the size of the targeted
populations. They are not intended to suggest
that 100-percent” participation by any group is
realistic. Moreover, participation rates and the
demand for services may vary substantially
among the groups.

Vocational education programs under the
Perkins Act were just gearing up in 1985; it was
still too early to identify al the major policy
issues that might arise under the new law. One
issue aready under debate, however, is whether
and how to amplify the extremely sparse data
about displaced homemakers—how many there
are, their characteristics (e. g., age, family size,
income, cause of displacement), the level and
kinds of services provided to them, and pro-
gram outcomes (e.g., training completed, place-
ment in jobs). Another issue likely to come up
is whether the State administrators in charge
of the women’s programs under the Voc Ed act
arein fact able to exercise the authority the law
grants them, and are actually dispensing the
funds that the law sets aside for these programs.

Another major Federal program that serves
some displaced homemakers is JTPA. While
the services provided under JTPA are similar
to those that can be offered with Voc Ed funds,
the emphasis is different: JTPA stresses place-
ment in jobs more heavily, while the Voc Ed
program emphasizes education and training.
Also, as discussed above, funding for displaced
homemaker programs under the Perkins Act,
though much increased from previous levels,
isstill comparatively small. Both the JTPA and
Voc Ed programs are important sources of
funding for displaced homemaker projects.

OTA’s review of service to displaced home-
makers under JTPA indicates that it is at a mod-
est level so far. In 1984, 57 of 355 displaced
homemaker projects responding to a survey re-
ported that they had JTPA funding, and about
10 percent of the projects’ funding came from
this source. Issues of interest to Congress in
looking at the relation between JTPA and serv-
ices to displaced homemakers might include:
1) eligibility of displaced homemakers, under

both Title 11A and Title I1l; and 2) relations be-
tween displaced homemaker projects and the
JTPA system (i.e., State JTPA program man-
agers, loca directors of Service Delivery Areas,
and local PICs).

An issue relevant to both the Voc Ed and
JTPA programs is the special barriers faced by
displaced homemakers who are interested in
training or education. Unlike the majority of
workers displaced from paid jobs, most dis-
placed homemakers have no unemployment in-
surance for income support during even a brief
training course. Furthermore, few have income
from spouses or other family members to rely
on. Although supportive services and training
allowances for trainees in acute economic need
are authorized in both the Perkins Act and
JTPA, they have not been much used in either
program. Competition for student financial aid,
another possible source of income support, is
keen; and the aid is often more readily avail-
able to young people going directly into col-
lege from high school than to displaced adults
entering or reentering training in preparation
for a job.

The Perkins Vocational Education Act and
Displaced Homemakers

Information

Current, consistent national information on
displaced homemakers and the programs that
serve them is not available. States could be
asked to provide such information under the
Perkins Act, but the Administration has not
done so. Thus, if Congress wishes to see the
development of such data, it may have to con-
sider ways of mandating it, such as requiring
routine reporting by the States or instructing
the U.S. Department of Education to undertake
studies of the programs serving single parents
and homemakers, including displaced home-
makers.

Little systematic information has ever been
collected about displaced homemakers or the
projects created to serve them. Nationwide esti-
mates of the number of displaced homemakers
vary widely according to the definition selected
(e.g., whether women under 35 years old are
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included or excluded). Many State vocational
education agencies do not have reliable data
on how many displaced homemakers reside in
their State. Even less information is available
about single parents and homemakers (the
group entitled to set-aside funding under the
Perkins Act). Systematic evaluations of the ef-
fects of displaced homemaker programs have
not been conducted, even though some pro-
grams are now more than 10 years old; there
are scarcely any reports even of outcomes (e.g.,
how many participants found jobs and at what
wages, how many entered training, how many
completed training, or how many found jobs
related or unrelated to training).

The Perkins Act does not explicitly require
any routine reporting from States on numbers
and characteristics of single parents and home-
makers (including displaced homemakers) re-
celving assistance from Federal Voc Ed grants,
of services provided, or of outcomes. The U.S.
Department of Education is not requiring such
reports. Department officials contacted by
OTA say that the reports are unnecessary, and
would be inaccurate and intrusive if required.
In general, the Administration opposes Federal
requirements for reporting of data not consid-
ered essential to an agency’s mission or de-
manded by law.

A number of State administrators of Voc Ed
women’s programs (the State Sex Equity Co-
ordinators) consider it essential to give Con-
gress a factual basis for deciding whether the
needs of single parents and homemakers are
being met in accordance with the law, whether
the programs serving them are effective, and
what spending levels are appropriate. Some
State officials are taking the lead in develop-
ing a data collection system that could be used
to build a consistent set of statistics. A num-
ber of States may participate in the system, but
it is not likely that all will.

Another alternative would be to require a
special study on the characteristics of services
provided to single parents and homemakers.
The Perkins Act directs the U.S. Secretary of
Education to conduct applied research on
aspects of vocational education emphasized in
the act; one of these is effective methods for

providing quality vocational education to tar-
get groups, including single parents and home-
makers. In mid-1985, the Department had no
plans underway for an applied research study
on the topic of single parents and homemakers.

The Perkins Act also unequivocally requires
a national assessment of vocational education
assisted under the law, through independent
studies and analysis and in consultation with
Congress, to be delivered by January 1, 1989
(9 months before the Perkins Act is due to ex-
pire).” A description and evaluation of the vo-
cational education services delivered to target
groups, including single parents and home-
makers, must be included in the assessment.

Intent of the Set-aside

The Perkins Act places substantial empha-
sis on set-asides, or the targeting of portions
of the grants to States special populations.
These set-asides amount to 57 percent of the
grants and, for some groups, are entirely new.
The set-asides, especially the 8.5 percent for
single parents and homemakers, were adopted
over the strong opposition of much of the voca
tional education establishment. Under the old
Voc Ed act, displaced homemakers were named
as atarget group, but no specific amounts were
designated for services to them. As programs
under the Perkins Act get underway, Congress
may wish to exercise a considerable degree of
oversight on whether the set-aside provisions
are being implemented in the way the law pre-
scribes.

A potential topic for oversight is whether the
Sex Equity Coordinators are able to wield the
authority the law gives them to administer the
single parents and homemakers programs, and
whether the set-aside funds are reaching their
intended beneficiaries. Suppose, for example,
that a State allocates Federal grant funds to
vocational education in secondary and post-
secondary schools by the usual formulas, with

the U.S. Department of Education shall carry out the study. How-
ever, the Institute was not re-authorized n 1985, and the De-
partment intends to let it expire, The Department Brcg)oses to
carr?/ out the mandated study in its Office of Policy, Budget, and
Evaluation,
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an extra effort to enroll single parents or home-
makers in an attempt to meet the 8.5 percent
“quota,” but with no attempt to set up special
programs for the group. Congress may wish to
assure itself that States are using the specified
parts of their Federal grants to “meet the spe-
cial needs’ of single parents and homemakers
and other targeted groups,

A different but related subject for oversight
is whether the States are able to use this large
infusion of new funds effectively. The eligible
population, though uncertain in numbers, is
certainly very large in relation to the funds. But
are those eligible aware of the programs? Are
they seeking services? Is the system able to ab-
sorb the new funds efficiently and provide
services that are genuinely helpful and in de-
mand? These are some of the questions that
Congress might want to pursue.

The Job Training Partnership Act and
Displaced Homemakers

Eligibility

Although Congress did not define displaced
homemakers as a principal target group for
JTPA programs, they are specifically men-
tioned in the law as one of the groups facing
employment barriers and therefore eligible for
some services. Because of the various €ligibil-
ity criteria in the law, however, it can be dif-
ficult to use JTPA funds in projects designed

to serve the specific needs of displaced home-
makers.

Large numbers of displaced homemakers are
poor enough to meet JTPA’s definition of dis-
advantaged, and therefore would be eligible for
service in most Title 11A projects. The prob-
lem is that many displaced homemakers, be-
cause of their lack of confidence and experi-
ence in the job market and their sudden loss
of personal and financia support, do better in
projects designed to meet their needs specifi-
cally than in larger employment and training
projects serving a variety of clients.

In addition, if employment and training proj-
ects accept only women who meet the income
criteria for Title 11A, they exclude many others

who need and could benefit from their serv-
ices. Some displaced homemakers exceed the
income limits because their losses of income
were recent, and their incomes before they be-
came displaced were too high. Others may be
better off, but still need the counseling, assess-
ment, and job readiness training that a dis-
placed homemaker project can provide. JTPA
does provide for Title 11A services to certain
groups, including displaced homemakers, who
exceed the income limits; roughly 10 percent
of funds available to Service Delivery Areas are
set aside for this purpose. According to early
reports, however, most States are not using the
[0-percent-window money to provide services
to these groups.

A few States are serving displaced home-
makers under Title I1l, which has no income
limitations, JTPA gives States a great deal of
latitude in defining eligible dislocated workers,
and some consider displaced homemakers to
fit under the category of long-term unemployed
workers who are not likely to find reemploy-
ment in the same or similar occupations.

Relations With the JTPA System

Altogether, it is hard for many projects spe-
cializing in serving displaced homemakers to
apply for and get JTPA funds. The biggest
difficulties reported by project directors, in
addition to the tangle of determining eligibil-
ity, are: 1) that project staff lack information
and are outside the JTPA system, and 2) that
PICs are not interested in funding special pro-
grams for special populations. The “outsider”
problem may well disappear over time, but the
disinclination of PICs to fund projects for spe-
cial groups could pose a continuing difficulty
for displaced homemaker projects, since most
of the projects are founded on the idea that
their clients need a special set of services.

The eligibility and special population prob-
lems might usefully be considered together. If
projects serving only displaced homemakers
are able to get JTPA Title 11A funding, and if
States allow services to 10 percent of the clients
of these projects without regard to their in-
come, then many of the barriers that displaced



74 . Technology and Structural Unemployment: Reemploying Displaced Adults

homemakers face in taking advantage of JTPA
services would be lowered. This might be an
appropriate subject for legislative guidance
through JTPA oversight.

Alternatively, Congress might wish to en-
courage or direct States to serve displaced
homemakers projects funded under Title IlI.
This would simplify the eligibility problem,
since there are no income limits in Title 1ll.
A number of States have expressed interest in
serving displaced homemakers under Title I,
and some have sought information from the
States that are aready doing so, such as Florida,
Pennsylvania, and New York. On the other
hand, if more effective delivery of Title Il serv-
icesis developed (e. g., by establishing a serv-
ice such as Canada’'s IAS, discussed earlier in
this chapter) participation of mainstream dis-
placed workers might rise markedly. Quite pos-
sibly, funding for the Title Il program might
have to be increased if another large group (2
to 4 million displaced homemakers) were un-
equivocally made eligible.

Income Support for Displaced Homemakers in
Vocational Training or Education Programs

The Vocational Education Act amendments
of 1978 (now superseded by the Perkins Act)
mentioned displaced homemakers specifically
as a group eligible for income support during
training, in cases of acute need, but anecdotal
reports indicate that it was seldom provided.
The Perkins Act does not mention displaced
homemakers in connection with income sup-
port, though thereis ageneral provision for sti-
pends in cases of acute economic need which
cannot be met under work-study programs.
The Perkins Act does specifically provide for
supportive services, including day care and
transportation costs for single parents and
homemakers in training, and for scheduling
and organizing training programs to make
them more accessible to single parents and
homemakers.

Under JTPA Title 11A, 30 percent of spend-
ing may go for a combination of administra-
tive costs and costs of supportive services and
needs-based income payments. There is a 15-
percent limit on administrative costs, so that

at least 15 percent is theoretically available for
supportive services and income payments. The
limit can be waived under certain circum-
stances, such as a high loca unemployment
rate. Under Title I1I, there is a roughly similar
but less stringent limit on costs of supportive
services, wages, alowances, stipends, and ad-
ministration; the limit applies to no more than
half of the combined Federal and non-Federal
funds available to a Title 1l program. In the
first years JTPA programs were operating, sub-
stantially less than the limit was spent for sup-
portive services and income payments; 10 to
11 percent of Title 11A funds and 6 to 7 per-
cent of Title 11l funds were spent for these
purposes. It is not known how much, if any,
of what was spent went to displaced home-
makers.

Should Congress wish to encourage the pro-
vision of income support to displaced home-
makers in training, Voc Ed grants and JTPA
programs could be used to deliver this service.
The Ul system, which has sometimes been pro-
posed as both the funding source and delivery
system for extended income support during
training for mainstream displaced workers, is
not available to most displaced homemakers.
Legislative guidance, through oversight hear-
ings, is one way Congress might encourage or
direct greater emphasis on income support for
displaced homemakers in the Voc Ed and JTPA
programs. However, because of the dearth of
data about the numbers of displaced home-
makers demanding services, and how many are
interested in training, there is no solid infor-
mation base for estimating participation and
the costs of increased income support.

Assuming income support was provided to
displaced homemakers in training at the level
of average Ul payments ($119 per week in
1984), the cost would be about $3,100 per per-
son for 26 weeks, or $6,200 for ayear. Program
costs might be estimated at $31 to $62 million
for every 10,000 people who took advantage of
the program. Such costs are high in relation
to present levels of funding; the Voc Ed grants
set aside for single parents and homemakers
were funded at $63 million for fiscal year 1985.
Assuming 15 percent is the practical limit for
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supportive services and income payments un-
der JTPA, about $33 million was available to
displaced workers for these purposes under Ti-
tle 111 in fiscal year 1985, and approximately
$280 million to disadvantaged workers under
Title 11A.

Considering the lack of experience with an
income support program for displaced home-
makers in training, its possible high cost in re-
lation to present sources of funding, and the
scarcity of information about displaced home-
maker programs, a full-scale national program
may be premature. An alternative might be for
Congress to require the Department of Educa-
tion to develop improved information on ex-
isting displaced homemaker programs sup-
ported by Voc Ed grants, including numbers
of clients and services provided. At the same
time, Congress might wish to consider special
funding for a pilot program, offering income
support to displaced homemakers enrolled in
training courses needed for employment. Eval-
uation of the pilot project could help in iden-
tifying likely participation rates and costs for
future projects.

Options for Assistance to
Displaced Homemakers
(Issue Area 5, Table 2-3)

OTA'’s assessment of experience so far with
Federal programs offering assistance to dis-
placed homemakers identifies several problems
that have aready arisen and others that may
arise in bringing reemployment and retraining
services to this group. If Congress wishes to
encourage greater delivery of services to dis-
placed homemakers, it might consider the fol-
lowing actions:

. Encourage collection of nationwide data
on single parents and homemakers, includ-
ing displaced homemakers, served under
the Carl D. Perkins Vocational Education
Act. One option would be congressional
direction to the Department of Education
to collect data from States through routine

reports, or to undertake a specia study.
This might be done in one of several ways:
through legidlative guidance in oversight
hearings, by direct communication with
the Department of Education, or through
the appropriations process (option 5a (i),
table 2-3).

+ Assure that State Sex Equity Coordinators

who are in charge of Voc Ed women'’s pro-
grams have the authority to establish the
special programs for single parents and
homemakers that are called for in the law,
and that the set-asides in Federal funds
which the law provides for this group are
reaching the intended beneficiaries in a
way that “meets their specia needs’ (op-
tion 5a (ii), table 2-3).

« Clarify that projects serving only displaced

homemakers may be funded under JTPA
11A, and assure that States are alowing the
use of lo-percent-window money to serve
groups that face specia barriers to employ-
ment (including displaced homemakers),
without regard to income (option 5b, ta-
ble 2-3).

+ Consider taking action that would either

clarify to States that they may consider dis-
placed homemakers eligible for servicesin
JTPA Title 11l programs, or would direct
them to do so. Clarification might be ac-
complished through legislative guidance
in oversight hearings. A direction to States
to consider displaced homemakers €ligi-
ble for Title Il services would probably
require a change in the law.

+ Consider providing income support to dis-

placed homemakers in job training and
education programs. One option would be
to first require better information on ex-
isting displaced homemaker programs, in-
cluding participation rates and types of
services provided. While this information
is developed, Congress might also wish to
consider funding a pilot project providing
income support to displaced homemakers
undergoing vocational training needed for
employment.



Table 2-3.—Policy Issues for Displaced Homemakers

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area 5: Improving delivery of assistance to displaced homemakers

a) Options related to the Carl D. Perkins

Vocational Education Act:

) direct the Department of Education to collect
data from the States on single parents and
homemakers including the number of dis-
placed homemakers and the extent of services
provided them under the Carl D. Perkins Voca-
tional Education Act of 1984; and

i) conduct oversight, with legislative directives
as needed, to assure that State program sex
equity coordinators have the authority to estab-
lish special programs for single parents and
homemakers as called for in the law, and that
set-asides established by the law are reach-
ing the intended beneficiaries,

b) Options related to JTPA:
i) provide legislative guidance to clarify that
projects serving only displaced homemakers
can be funded under JTPA Title IIA; and

i) under JTPA, provide legislative guidance to
clarify that displaced homemakers can be
served under Title Ill, or direct the States to
serve displaced homemakers under Title ll,

c) Consider providing income support to displaced
homemakers in training courses needed for em-
ployment, based on information from:

i) studies required from the Department of Edu-
cation on existing displaced homemaker pro-
grams, including number of participants and
services provided; and

) a pilot project, funded by Congress, provid-
ing income support for displaced homemakers
m training courses in a few selected projects,
furnishing information on participation rates
and costs

Option could be Implemented independently or in con-
junction with other aspects of the Perkins Act that
relate to development of information about adults in
vocational education Option also could be imple-
mented in conjunction with (i) below.

Annual reporting of information on single parents and
homemakers (option (i) above) could be useful in im-
plementing this option.

Could be implemented through option 4e, pertaining
to the Issue of overall guidance to States under JTPA,

Legislative guidance could be implemented under op-
tion 4e, pertaining to overall guidance to States under
JTPA. A directive to the States requiring service to
displaced homemakers under Title Ill probably would
require a change in the law.

Option (1) could be Implemented in conjunction with
option 5a(i), relating to collection of data on displaced
homemakers,

The Perkins Act targets funds for provision of voca-
tional education opportunities for single parents and
homemakers, It also authorizes (but does not require)
the Department of Education to develop data in this
area on an annual basis. The Perkins Act specifically
requires an independent evaluation of services pro-
vided to targeted groups to be completed in 1989.
The Perkins Act establishes a set-aside for single par-
ents parents and homemaker programs and gives sex
equity coordinators authority to administer the pro-
grams. This is a substantial change from the prior pro-
gram, which did not contain set-asides for targeted
groups. Because the set-aside approach is new, some
States may find it difficult to comply.

JTPA, while not targeting displaced homemakers as
a principal group for services under the law, does
identify displaced homemakers as a group eligible for
some services under the Title 1A due to the employ-
ment barriers they face,

JTPA does not explicitly identify displaced homemak-
ers as a group to be served under Title Ill, but sev-
eral States are doing so, considering them as long-
term  unemployed.

Both the Perkins Act and JTPA provide for limited in-
come support to trainees m cases of acute economic
need, Little income support is being provided under
either law.

Costs of requiring the data would add somewhat to State
administrative expenses under the vocational education
program.

Not estimated, but small,

To the extent that Congress encourages States to provide
greater services for displaced homemakers under Title I
and Title Il of JTPA, additional costs under JTPA could
be recurred.

To the extent that Congress encourages States to provide
greater services for displaced homemakers under Title Il
of JTPA, additional costs could be Incurred,

Costs of income support to displaced homemakers in job-
related training could be very substantial, depending on
participation rates and level of allowances. Allowances at
the level of average Ul benefits in 1984 ($119 per week)
would cost $3,100 to $6,200 per participant for 26 weeks
to 1 year. Program cost would be about $31 to $62 million
for every 10,000 participants,

SOURCE Off Ice of Technology Assessment
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LABOR MARKET INFORMATION AND OCCUPATIONAL RESEARCH NEEDS

Local Labor Market Information
(Issue Area 6, Table 2-4)

Whether displaced workers opt for retrain-
ing or for immediate job searches, they can
benefit from detailed, up-to-date information
on the kinds of jobs available in the local la
bor market. The same is true of projects that
offer reemployment and retraining assistance
to displaced workers. As a rule, only a small
portion of the available jobs in a local labor
market are listed with ES. In many States the
information provided to displaced worker proj-
ects is neither current enough nor detailed
enough to give an adequate picture of what oc-
cupations are in demand in local labor markets.
Some managers of displaced worker programs
are not aware, moreover, of the information
that does exist, or of how best to use it.

If Congress wishes to place more emphasis
on the provision of detailed local labor mar-
ket information, several options are available,
including: 1) legidative guidance through JTPA
oversight to focus attention on providing bet-
ter information at the local level, and on the
more informed use of existing data; and 2) ap-
propriation of funds for the specific purpose
of improving local labor market information
(option 6a, table 2-4).

JTPA calls on the States to design compre-
hensive, cost-effective systems of labor market
information, for the State and areas within the
State, that answer the needs of employment
and training projects. State agencies, under the
technical guidance of the U.S. Department of
Labor’'s Bureau of Labor Statistics (BLS), col-
lect agreat deal of information on local unem-
ployment rates, on levels of employment and
earnings by industry, and on occupations
within industries, much of which is funneled
into national employment estimates and oc-
cupational forecasts. Some (not all) States col-
lect additional data to show more detail on the
occupational patterns of local industries. In
these States, ES analysts are able to put to-
gether various sets of information from the lo-
cal to the national level, and thus provide a

rough picture of growing, static, and declin-
ing occupations within the State; in some
cases, the ES analysts develop estimates for lo-
cal areas. The same kind of data is the basis
for State and local occupational projections.
Principal users of local labor market informa-
tion include State vocational education plan-
ners, as well as managers of employment and
training programs.

Some States (possibly 20) are able to provide
reasonably current, detailed information on oc-
cupations in demand in at least some of their
local labor markets. The data that most States
collect in cooperation with BLS may be ade-
quate for at least a fair approximation, but
many States lack the funds and the expert staff
to do the necessary analysis. With the sharp
drop in Federal funding and staffing levels in
the ES system since fiscal year 1982, the ES
research and analytic staffs in many States
have been weakened,

Although JTPA authorizes Federa support
for development of State and sub-State labor
market information, the Administration ap-
proach is to keep Federal spending for this pur-
pose to a minimum. In general, for labor mar-
ket information needed at the nationa level
(such as the monthly estimates of employment
and earnings) Federal spending has risen in the
past few years."The BLS plans, however, to
reduce funding and detailed coverage in the
statistical program that produces estimates of
occupational employment by industry; this is
the program which a number of States use for
developing local estimates of occupations in
demand. Moreover, Federal assistance for pro-
grams to develop loca planning data is slated
for cuts. Since 1980, Federal funding for these
small programs has stayed flat in current dol-

This IS not tru, of other statistical programs conducted by
the Bureau of Labor Statistics. Aside from labor market infor-
mation programs, which are funded mainly from the Unemploy-
ment Trust Fund, and a major onetime revision of the Consumer
Price Index, spending for BLS statistical g)rograms was cut shar-
ply in constant dollars in fiscal years 1981 and 1982, then rose
to about the level of fiscal year 1980. The Administration has
proposed a 10 percent reduction (constant 1980 dollars) for these
programs for fiscal year 1986.



Table 2-4.—issues in Labor Market

Information and Occupational Research

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area 6: Improving labor market and occupational in  information

a) Legislative guidance-through JTPA oversight-to
focus attention on the need for better labor mar-
ket information at the local level, and provision
of additional funds for improving local labor mar-
ket information.

b) Provide adequate funds for obtaining and updat-
ing qualitative information about jobs.

Better information about local labor markets could
help JTPA project managers, vocational education
officials, career counselors, and others make more
informed judgments about education, training, and
reemployment options that make sense locally.

Qualitative information about jobs is used by educa-
tors, career counselors, employment officials, and
people making career decisions and therefore is use-
ful in implementing reemployment and education
options.

Issue Area 7: Conducting researchon the effects of technology on jobs

a) Direct Federal agencies to evaluate the employ-

The evaluation process could provide an early warn-

ment effects of major federally supported tech- ing system about future technological changes which

nology development efforts.

could affect employment, education, and training
programs.

b) Direct the National Science Foundation to fund one Option could lead to increased attention on the part

or more centers for engineering research to fo-

of engineers and engineering students to the poten-

cus on alternative work organization and job de- tial for better matching of technology development
sign in development of manufacturing technology. efforts with human capital.

JTPA authorizes Federal support for development of
State and substate labor market information. Federal
funding for programs to develop local planning data
has remained constant for several years. For FY 86,
the Administration has proposed reducing Federal
funds for local planning data from $7,3 to $4.3 mil-
lion. This would reduce the amount of ES staff avail-
able to develop and analyze local data.

Section 462 of JTPA emphasizes the need for current
qualitative information about jobs. For example, fund-
ing for the Dictionary of Occupational Titles has de-
clined over the last decade from about $2.6 to $1,8
million in fiscal year 1985.

Evaluation of employment impacts of federally sup-
ported research is seldom undertaken.

Currently, the National Science Foundation’s program
for Engineering Research Centers has led to the fund-
ing of six centers affiliated with universities. All of the
proposals and centers in the area of manufacturing
have been oriented toward achieving advanced levels
of automation in factories This option would strike
a more balanced approach in the area of manufac-
turing,

An estimated $8 to $9 million would be enough to main-
tain a minimum level of ES staff needed to develop and
analyze local labor market data. This compares to $7.3
million for local labor market data in the FY 85 budget,
and the $4.3 million proposed by the Admimstration for
FY 86.

Restoring prior funding levels would entail modest addi-
tional expenitures,

Costs of conducting such evaluations have not been esti-
mated, but would be a minor component of overall Fed-
eral R&D expenditures.

If one center were funded at the level of existing centers,
this option would cost $3 million over a 5-year period, or
$600,000 per year for each center that is established.

SOURCE Office of Technology Assessment
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lars, declining in real terms about 30 percent.
For fiscal year 1986, the Administration budget
proposes a reduction in local planning data
funds of about 40 percent—from about $7.3 to
$4.3 million, If the cut were restored and ad-
justments made for inflation, Federal assis-
tance would be in the range of $9 to $10 mil-
lion. This increase over the requested level
could be used to restore and maintain a mini-
mum level of ES staff needed to develop and
analyze local labor market data

Some JTPA projects deal with the lack of in-
formation on occupations in demand by com-
missioning surveys of local employers to de-
termine recent hiring patterns. The results can
be useful depending on the sophistication of
the surveys. Many projects use performance-
based contracts, which put the burden of find-
ing out what occupations and skills are in de-
mand on training institutions; the trainers are
not paid in full until an agreed-on percentage
of trainees are placed in jobs related to their
training,

An idea for improving information about |o-
cal occupational demand is under development
in Colorado, with the support of several other
States. Employers in most States are aready
required to file quarterly reports for unemploy-
ment insurance purposes, showing the num-
bers of employees at the beginning and end of
the period and also identifying the employer’'s
detailed industrial classification. When these
reports are aggregated, they can show hiring
flows by local area and industry, but not by oc-
cupation. In the pilot project being planned by
Colorado, the employer will be asked to add
occupational titles for all employees. Thus, if
the projects succeed, the raw data for show-
ing quarterly hiring flows by industry, local-
ity, and occupation will be available.

Some technical and financial difficulties may
be involved in this kind of project. Employers
may find it very troublesome to assign titles to
their workers occupations, and this problem
could delay submission of Ul reports and taxes,
it might also interfere with employers willing-
ness to cooperate in surveys sponsored by BLS
for national purposes. Costs to the States of ag-
gregating and analyzing the data could be high.

However, many analysts and managers in the
employment training field are interested in a
trial of the idea, because the possible benefits
are substantial.

Improving Long-Range Projections of
Future Job Opportunities

As a part of its national labor market infor-
mation programs, the Federal Government de-
velops long-term occupational projections. The
projections are used in a number of practica
and theoretical ways. For example, vocational
counselors and students may use them as an
aid in career planning, Educators may use
them in planning courses, Job counselors in
employment and training projects refer to them
in deciding in the kinds of training to offer.
Analysts sometimes use them to assess the oc-
cupational effects of technologica change, and
associated long-range shifts in education, train-
ing, and employment priorities. A recurring
question in employment and training policy
has been whether there would be much prac-
tical benefit in launching a substantial effort
to improve the occupational forecasting sys-
tem. This question is examined below in terms
of both quantitative projections and qualitative
occupational information developed by the La-
bor Department.

Quantitative Forecasting

BLS periodically prepares and updates long-
term quantitative forecasts of occupations by
industry, using a series of models. In the proc-
ess, BLS staff make a number of assumptions
about future economic activities, technology,
and trade. These assumptions are generally
based on long-term trends of the past, tempered
by expert judgment. However, expert judgment
can miss developments that affect the fore-
casts. For example, few experts predicted the
energy crises that would dominate the 1970s,
or that the dollar’s value would rise so dramat-
icaly in the 1980s, and that it would remain
high for so many years.

These two examples make another point as
well, however, Some trend-breaking events can
be at least partially anticipated. In the 1960s,
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some experts postulated that dwindling petro-
leum supplies and the formation of the Orga-
nization of Petroleum Exporting Countries car-
tel could have a mgjor impact on energy prices
in the 1970s, although few would have pre-
dicted the sudden and dramatic nature of the
1973 oil embargo. Similarly, the deterioration
of U.S. trade balances began in the 1970s, and
while the combination of events that led to the
unprecedentedly large trade deficits of the
1980s was perhaps not predictable, it was not
unthinkable. While nobody could expect fore-
casters to pinpoint these major events, sensi-
tivity analysis of occupational forecasts could
postulate such events and examine the possi-
ble effects. This kind of sensitivity analysis-
looking at how model outcomes change when
different assumptions are used—would not
necessarily yield more accurate forecasts, but
it might give policy makers, career counselors,
and people making career decisions better in-
sight into the uncertainties and risks surround-
ing different career choices.

Forecasts can become outdated rather quickly.
For example, forecasts published in April 1979
projected that manufacturing would employ
over 23 million people in 1985; actua manu-
facturing employment was only 19.3 millionin
September 1985, and there are no prospects of
its reaching 23 million in the immediate future.
Indeed, as discussed in chapter 4, the long-term
trend is likely to be flat or declining. Forecasts
of employment in specific industries also can
fall wide of the mark in just a few years; the
April 1979 BLS projections estimated that
590,000 people would be employed in the steel
industry in 1985; but steel employment in Sep-
tember 1985 was only 291,000, with few pros-
pects for any increase.

These problems are not due to poor forecast-
ing techniques or tools, nor are they necessarily
due to poor judgment. Forecasting—particu-
larly long-term forecasting—is inherently likely
to be inaccurate, simply because it is impossi-
ble to anticipate all the factors that will affect
the Nation's economy in the future. As a re-
sult, BLS corrects and updates its long-term
forecasts every other year, but even this exer-
cise can leave the forecasts with significant
inaccuracies.

Although the overall accuracy of the long-
term projections probably cannot be improved
significantly, a few modifications in the cur-
rent process could result in some incremental
improvements over time. Knowledge of the im-
pact of technology in the workplace might be
improved if measures of technological change
were incorporated into the on-site evaluations
and questionnaires used by ETA in updating
the Dictionary of Occupational Titles (DOT).
This knowledge could serve to improve projec-
tions if effectively used by the BLS projection
staff. BLS might also improve the projection
process by documenting all technological as-
sumptions made within the projection model
and evaluating these assumptions when data
become available. Sensitivity analysis of ma-
jor technological assumptions could also be
useful in exploring the range of possible effects.

While additional funding might improve
BLS's ability to estimate such things as the em-
ployment effects of new technologies, policy-
makers cannot expect great accuracy in oc-
cupational forecasts, particularly for the long-
term projections. Calls on the part of some
vocational educators, employment and training
managers, and PICs for very detailed occupa-
tional forecasts may be based on unrealistic
ideas about what these analyses can reasonably
be expected to provide.

Qualitative Occupational Information

In addition to its occupational forecasts the
Labor Department provides qualitative infor-
mation about the nature of different jobs, train-
ing requirements for specific occupations, pay
scales, and the expected number of opportu-
nities in different occupations. The publica-
tions used most widely include the Occupa-
tional Outlook Handbook, the Occupational
Outlook Quarterly, and the DOT.

Funding for these occupational information
publications, and for supporting functions in
BLS and ETA, has been declining. Funding for
the Occupational Outlook Handbook, for ex-
ample, has dropped over the last few years; the
number of jobs reviewed in the handbook was
cut from over 300 in the 1978/1979 edition to
about 200 in the 1982-83 edition. More occu-
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pations are planned for review, however, in the
1986-87 and 1988-89 editions. Although the
handbook remains a major source of informa-
tion about possible future jobs, some job coun-
selors believe that its usefulness declined with
the reduction in number of occupations re-
viewed.

Whether funding is adequate to maintain
DOT is another concern, DOT, consisting of
detailed descriptions of thousands of jobs, is
amajor source of qualitative information about
occupations in the United States, and is an im-
portant basis for other employment informa-
tion developed by the Department of Labor (in-
cluding the Occupational Outlook Handbook).
Without constant updating, DOT’s usefulness,
and the usefulness of the occupational infor-
mation series that rely on it, will decline.

The need for current qualitative information
about jobs is explicitly recognized in Section
462 of JTPA. The provision calls on the Labor
Department to maintain “descriptions of job
duties, training and education requirements,
working conditions, and characteristics of oc-
pupations. " ETA plans to update DOT in its
efforts to fulfill this requirement. Data gather-
ing—finding out what jobs consist of-is planned
for new technology-oriented jobs. Existing job
descriptions are slated for updates on a rotat-
ing schedule. To complete this work, people
are being trained for onsite job evaluations.
Surveys of additional job sites are planned to
check the accuracy and applicability of the on-
site evaluations.

Whether these plans will be carried out at the
level needed to maintain and update DOT will
depend on adequate funding for several years.
Spending for DOT, as reflected by obligations,
has declined in the last decade from an esti-
mated $2.6 million in fiscal year 1975 to an
estimated $1.8 million in fiscal year 1985. The
Administration has requested $1.7 million for
this activity in its 1986 budget proposal—a level
of funding that may not be adequate to meet
the objective of obtaining and updating qualita-
tive information about jobs that is stated in
JTPA. Congress may wish to assure that spend-
ing for DOT is kept at an adequate level to im-

prove qualitative information on jobs (option
6b, table 2-4).

Research on the Effects of Technology on Jobs
(Issue Area 7, Table 2-4)

As discussed in chapter 8, technology alone
does not dictate the nature of jobs. When new
technologies are adopted in the workplace, jobs
can be redesigned and work reorganized in a
number of different ways. Productivity, the
quality of jobs, and the level of unemployment
may all be affected by these managerial choices.
Better understanding of these issues may help
firms improve both their international compe-
tiveness and the quality of jobs.

A focused program of Federal support for re-
search in work organization and job design,
and greater emphasis on the dissemination of
research results to industry could enhance un-
derstanding of these issues. Options relating
to such research include: 1) conducting over-
sight on current research on the subject by Fed-
era agencies, 2) providing support for evalua-
tion of the employment effects of federally
supported technology development efforts, and
3) funding research projects or programs on
alternative work organization and job design
approaches. While the U.S. Department of De-
fense (DOD) and some other Federal agencies
(e.g., the National Science Foundation (NSF))
conduct or support “human factors’ research,
funding for research on work organization and
job design by these agencies is probably quite
modest.

Research on technological change and itsim-
plications for job skills and vocational educa-
tion is emphasized in several provisions of the
Carl D. Perkins Vocational Education Act of
1984. Among other things, the act specifically
directs the Secretary of Education and the Na-
tional Center for Research in Vocational Edu-
cation to undertake research activities on “cur-
riculum materials and instructional methods
relating to new and emerging technologies, and
assessments of the nature of change in the
workplace and its effects on individual jobs. ”
As this act is implemented, questions about
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funding priorities and research commitments
related to technological change and its effects
on jobs could be a subject of congressional
oversight deliberations.

The Federal Government has done little to
evaluate the employment implications of its
own research and development (R&D) activi-
ties. Some federally supported innovations
(such as numerically controlled machine tools
and computer-aided design) have had signif-
icant effects on the workplace in the past.
Continuing Federal support for technology de-
velopment in such areas as programmable
automation and advanced computer systems
will aso result in innovations affecting jobs in
the future. While some evaluation of the em-
ployment effects of federally supported tech-
nology development may have been conducted
ad hoc, this is not normally a specific com-
ponent of the research budgets of Federal
agencies.

One way to focus more attention on this is-
sue would be for Congress to direct Federal
agencies to conduct evaluations of the likely
effects of their magjor R&D efforts on the na-
ture of jobs and the level of employment (op-
tion 7a, table 2-4). There could be drawbacks
to this approach: such assessments might be
considered as a drag on technological innova-
tion. Also, those most knowledgeabl e about the
research may not be best suited to assess its
social implications. An advantage of the evalu-
ations is that they could provide an early warn-
ing system alerting decisionmakers to upcom-
ing changes in technologies that could affect
employment education, and training needs in
the future.

The Federal Government could also provide
greater support for research and education on
work organization and job design (option 7b,
table 2-4). Government support could come
through the NSF’'s program to establish Engi-

neering Research Centers at universities. The
goal of the program is to develop engineering
knowledge through cross-disciplinary research
that would improve the competitiveness of U.S.
industry and prepare engineers to contribute
to that effort. In the first year of operation of
the program, NSF approved six centers to un-
dertake research in several engineering fields.
If fully funded, the six centers could receive
up to $94.5 million over a 5-year period.

The concept behind these centersisto further
fundamental research in engineering, increase
the effectiveness of engineering education, and
strengthen linkages between universities and
industry. So far, al of the proposals for manu-
facturing-related centers emphasize advanced
automation in the factory. Yet people remain
the most adaptable element in manufacturing
systems. To preserve employment in the rela
tively high-wage U.S. economy, U.S. firms and
industries must maintain or regain competi-
tiveness. A combination of advancing technol-
ogy and work organization designed to make
use of a skilled work force could help to achieve
the goals of competitiveness, expanding em-
ployment, and providing satisfying jobs. One
way to pursue these goals would be for Con-
gress to direct NSF to request proposals for an
engineering center with a research mission that
focuses on alternative approaches for work
organization, and evaluation of the effects of
these alternatives on the nature and number
of jobs. Taking advantage of its affiliation with
a university, such a center could also work
towards enhancing recognition among engi-
neering students and faculty of the importance
of matching technical designs with skills avail-
able in the production work force. If funded
at about the same level as the existing engineer-
ing research centers, the center would require
about $3 million over a 5-year period, or about
$600,000 per year.

STRATEGIES FOR FACILITATING WORKLIFE TRANSITIONS

Structural unemployment might be lessened
if workers in displacement-prone industries or
occupations begin to make transitions to dif-

ferent careers before they actually lose their old

job. Often, changes leading to displacement de-

velop over a long time, sometimes several
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years. While some workers may effectively use
the time to find new jobs or develop different
job skills that may be in greater demand, most
do not. Should more attention be focused on
helping currently employed workers manage
worklife transitions before they lose their jobs,
and, if so, what kinds of measures should be
emphasized?

These questions are examined below in three
issue areas. 1) improving basic skills among the
large number of adults (including many em-
ployed adults and many displaced homemak-
ers) with serious educational deficiencies, 2)
expanding the role of the continuing education
system in helping workers prepare for possi-
ble career changes, and 3) considering the po-
tential for retraining active work forces through
incentives to employers to offer broader edu-
cation and training opportunities to blue-collar
and lower level white-collar workers.

These issues have broader implications than
their potential to help some workers avoid dis-
placement in the future; this is part of the rea-
son why OTA selected them for analysis. A
well-trained, highly motivated work force is im-
portant to the prosperity of the domestic econ-
omy and to the ability of U.S. firms to compete
internationally. The pace of technological
change requires that many workers upgrade or
develop new job skills during the course of their
working lives. Due to demographic changes,
the burden of making such worklife transitions
will increasingly fall on the shoulders of older
workers, who as a group have traditionaly
been disinclined to undertake retraining. Help-
ing workers make occupational or worklife
transitions may help U.S. firms to make tech-
nological or economic changes that benefit the
economy as awhole. If Congress wants to pro-
vide more assistance for occupational adjust-
ment, a wide range of options are available.
Selected options are summarized in table 2-5
and discussed below. (A separate section of this
chapter discusses the role that instructional
technology can play in adult education and
training.)

Basic Skills and the Work Force
(Issue Area 8, Table 2-5)

A sizable portion of the U.S. work force has
serious deficiencies in basic education skills
(including basic mathematics, reading, writing
and oral communications). Workers with such
deficiencies often do not advance in their jobs,
and have difficulty adapting to technological
changes. If displaced, they are usualy less able
than better-educated workers to compete for
new jobs and may have to settle for entry-level
or lower skill jobs. Generally, employers are
reluctant to hire workers with basic skills defi-
ciencies, since even low-skill jobs often involve
reading, writing, and simple calculations. The
costs of basic skills deficiencies to U.S. busi-
ness firms have never been estimated; anec-
dotal evidence suggests that they are high.
Examples of these costs include mistakesin in-
ventories, inability of workers to follow writ-
ten instructions, and lost time due to increased
supervisory requirements.

The need for increased emphasis on basic
skills in displaced worker programs has al-
ready been discussed. Obviously, however, it
is preferable for workers to remedy basic skills
deficiencies while they are employed. (Still bet-
ter, of course, is to learn basic skills in school
to begin with.) Several issues related to im-
proving basic skills in the work force are dis-
cussed below, including: 1] whether current
funding for adult basic education programs is
adequate, 2) whether employers and the private
sector should play a greater role in such pro-
grams, and 3) whether more information is
needed about the magnitude of the problem.
A separate section of this chapter discusses is-
sues and options related to the Federal role in
developing instructional technologies, includ-
ing technologies used in adult basic education.

The Issue of Funding

Since 1966, the Federal Government has pro-
vided grants to States for remedia education
under the Adult Education Act (AEA). These



Table 2-5.-Selected Options for Facilitating Worklife Transitions

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area 8: /reproving basic skills in the work force

a) Expand Federal support for State and local adult
basic education. Program elements might include:
1) Increased funding for services and outreach
activities under the Adult Education Act (AEA),
and 2) development of a long-term strategy to in-
crease participation in the AEA, including goals
and related funding levels. Development of a
strategy for congressional consideration could be
done through a special commission or study

b Require regular, systematic surveys of basic skills
performance levels for the U.S. adult population,
and provide appropriations for this purpose ev-
ery 3 or 4 years.

Options to provide more emphasis on remedial edu-
cation m JTPA Title Ill programs are discussed m
table 2-1, Issue Area 2.

Option 8b would be helpful in implementing long-term
strategy for improving basic skills, such as proposed
in option 8a. Option would also be useful in deter-
mining whether basic skills problems are on the in-
crease, as I1s widely speculated. By some estimates,
20% of the adults in the U.S. have very serious basic
skills problems, Among employed workers, the figure
may be as high as 15%. These estimates are based
on a 1974 survey that has not been updated.

Issue Area9: Encouraging adults to use continuing education in worklife transitions

Selected options are

a) Authorize an outreach program to inform and en-
courage adults to make use of the education and
training resources available in their communities.

=

Authorize targeted educational assistance to
workers likely to be displaced. One option would
be for State or Federal labor or employment agen-
cies to ldentify occupations or industries vulner-
able to widespread placement, Workers m such
occupations or insdustries would be eligible for
preferential treatment in receiving Federal finan-
cial assistance for students.

This option would increase adult awareness of post-
secondary educational opportunities, including those
for adults in need of remedial education before they
could participate in postsecondary education. A
separate outreach program for people with very seri-
ous basic skill deficiencies may also be needed,

A targeted program of educational assistance could
be one of the services offered in conjunction with ad-
vanced notification and pre-layoff assistance (options
1b and 1c m table 2-1)

Remedial education services supported by AEA are
undertaken by several thousand organizations at the
State and local level. Remedial education services can
also be offered under Title Ill of JTPA, Title Il of JTPA,
and in some circumstances under programs supported
by the Federal vocational education program, Some
States also use social services block grants to pro-
vide remedial education, In contrast to these pro-
grams, AEA services are provided to the public at
large, not special populations,

Section 1242 of the Education Amendments of 1978
(Public Law 95-561) specifically authorizes the as-
sessment of the performance of children and young
adults in basic skills through a National Assessment
of Educational Progress (NAEP), A new, one-time sur-
vey of literacy skills covering 21 to 25 year olds is
being conducted for the NAEP by the Educational Test-
ing Service, using discretionary Department of Edu-
cation funds, Results of the NAEP survey are expected
in the spring of 1986

Title | of the Higher Education Act of 1965 originally
supported outreach activities for adults that were
underserved by educational institutions. This program
has not been active since 1980; however, legislation
to reinstate adult outreach has been proposed.

Under current policies, employed adults who are part -
time students find it difficult to compete for available
Federal financial assistance

Option 8a would increase appropriations for AEA to the level
authorized in FY 85 ($140 million) for the FY 86-88 period
(when such sums as necessary are authorized) Full ap-
propriation at the authorized level for FY 85 would cost
the Federal Government $40 million more than the Adminis-
tration proposed m its FY 86 budget request and $38 mil-
lion more than was appropriated in FY 85, The costs of
a long-term strategy for dealing with functional illiteracy
are difficult to estimate without better information about
the number of adults with a need for basic education, and
about goals for a national strategy. The AEA program
served about 2.3 million people in 1981; some believe a
program two or three times as large would still not reach
all adults with basic skills deficiencies,

The NAEP one-time survey of 21 to 25 year olds costs about
$1.9 million. It is believed that a similar amountsall that
would be required to survey an all-aged sample of the adult
population, due to efficiencies gamed through sampling
of a broader section of the population and through use of
the NAEP model.

A legislative proposal introduced m the 99th Congress.
would authorize $50 million for FY 86, and such sums as
necessary through FY 91, for postsecondary continuing
education grants related to renovation and outreach, and
research and development, among other provisions

A wide range of alternatives has been proposed in Con-
gress and elsewhere to help workers undertake educa-
tion as a way to avoid displacement or to save money for
future traning needs. Many of these proposals would prob-
ably not greatly enhance educational opportunities for blue-
-collar and lower income white-collar workers. A targeted
approach might partially overcome this problem If limit-
ed to loan programs, a preference system would have lit-
tle overall impact on costs, Grants, or other forms of direct
assistance, could entail substantial costs.
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Table 2-5.—Selected Options for Facilitating Worklife Transitions-Continued

Issue area and options

Relationship to other options

Relationship to current policy

Estimated cost of option to Government

Issue Area 10: Encouraging training and retraining of active work forces

a) Continue tax treatment for employer provided edu-

cation programs under section 127 of the Inter-
nal Revenue Code, with a stipulation that infor-
mation continue to be developed on the
characteristics of workers who participate in the
program.

b Conduct oversight on the experience to date with
employer provided training that Is supported by
Federal or State programs

¢ Consider additional incentives for employer
provided training (e.g., use of tax incentives) or
possible use of a payroll tax as a mechanism for
financing retraomomg of either active or displaced
workers One proposal would allow business a
25% tax credit for future training expenses ex-
ceeding the firm's average for the prior 5 years
Eligible training activities would include appren-
ticeships, cooperate vocational education pro-
grams. and other activities identitied by the
Secretary of Labor

This option could be adopted either singly or in con-
junction with other options for employer trainng. The
section 127 program s one of the few existing in-
centives by which the Federal Government en-
courages employed workers to undertake coninuingumg
education that is not necessarily related to a work-
er's current job

This option could be adopted singly, or as part of
a broader consideration of additional initiatives for
employer provided training

Expanded public support for employer provided train-

ing can be seen as a defense against displacement
if it results m a better trained work force

Congress has allowed employees to exclude educa-
tional assistance provided under a qualified company
program from their taxable income, even when the
education was not directly related to their current jobs
This exclusion will not apply to the 1986 tax year un-
less specifically extended by Congress. The Admin-
istration’s 1985 tax proposal suggests that this pro-
gram be extended and made permanent

The 1984 amendments to the vocational education pro-
gram allow for employer provided training of active
work forces under certain circumstances.

Presently, employers count employee training ex-
penses as a business expense Some cooperate
vocational projects are carried out in conjunction with
State and Federal programs. A few States also pro-
vide customized training to business, or support
retraining of active work forces when the alternate
could be displacement of workers.

Very little hard data exists about the costs of the section
127 program m terms of lost revenue to the Federal
Government Estimates made m 1984 on extension of the
program through the end of 1985 suggested that the ex-
tension would cost a total of $186 million for FY 85 and
the first quarter of FY 86.

Not estimated, but small

Under the 25% tax credit proposal, the Federal Govern-
ment would pick up one-fourth of the costs of Increased
employer expenditures for training in eligible activities
(e g , apprenticeship, occupational trainingg, and activi-
ties approved by the Secretary of Labor). The degree of
employer response is not estimated.

SOURCE Office of Technology Assessment
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programs offer courses in adult basic and sec-
ondary education and courses in English to
speakers of other languages. Some other Fed-
eral programs can aso fund remedia educa-
tion services for certain groups of adults: for
example, JTPA Title |l projects can provide
basic education services to economically dis-
advantaged youths and adults; Title Il projects
can offer remedial education to displaced
workers; and some States allocate part of their
social services block grants under Title XX of
the Social Security Act for basic education
services to welfare recipients. The AEA is the
largest source of Federal funds for adult basic
education (ABE) in the general population,
however.

About 2.3 million adults received remedial
education under the AEA program in the pro-
gram year ending June 30, 1981, the last year
for which official statistics on participation in
the Federal AEA program have been collected
from the States.” The total number of adults
participating in al literacy and basic skills pro-
grams s larger, since it includes people served
by volunteer groups, community organizations,
and State or local projects not funded under
AEA. However, the total is difficult to estimate
because of the likelihood that some participants
are counted more than once.

The more than 2 million adults receiving re-
medial education each year probably are only
asmall part of those in need of some remedial
education. The size of the population in need
is not known. However, the U.S. Department
of Education estimated that up to 27 million
adults were functionaly illiterate in 1982. It
also estimated that about 2.3 million adults (in-
cluding young high school dropouts, high
school graduates with inadequate basic skills,
and legal or illegal immigrants) are added to
the pool of of Americans in need of basic edu-

wUnofficial Statistics provided by State program administra-
tors suggest that as many as 2.6 million people participated in
the program in 1gs4. It is unclear whether this apparent increase
reflects an actual increase in the number of participants in the
AEA program itself, or different reporting procedures. Some
States, for example, may not distinguish between adult educa-
tion projects supported with AEA funds’ and adult education

rojects supported solely by other funds when they prepare State
evel reports that are not officially required byAEA.

cation each year. On the basis of these esti-
mates, some people have concluded that as
many people are added to the pool of adults
in need of basic education each year than are
served by the AEA programs.

These figures should not be accepted uncriti-
cally—the 27 million figure, for example, was
derived by applying 1974 survey data to the
1982 population of adults, and the 1974 survey
had serious shortcomings (see ch. 7). Moreover,
al efforts to define “functional literacy” are
based on somewhat arbitrary assumptions about
the level of literacy required to function effec-
tively in society. Nonetheless, even though the
exact number of adults in need of remedial edu-
cation is unknown, the number is clearly large;
a serious basic skills problem does exist in this
country. Over the long term, improvements in
education of children in primary and second-
ary schools may ease the problem. However,
the need for remedial education in the adult
population will remain a crucial educational
priority for the foreseeable future.

Some States report that their AEA programs
have not been able to keep up with the demand
for remedial education. Illinois, which served
114,000 peopleinits AEA and State-supported
basic education programs in 1984, estimates
that 44,000 additional people could have been
served if resources had been available. Illinois
officials estimate that 16,000 people were on
actual waiting lists to receive basic education
services at the end of May 1985. California,
which led the Nation in the number of people
served by AEA projects (over 600,000), may
have turned away 1,000 people a week in 1984.

When waiting lists exist, many AEA projects
curtail outreach activities designed to attract
the large population of educationally disadvan-
taged adults who lack the motivation, self-con-
fidence, or information to seek out AEA classes.
Administrators of local programs are reluctant
to reach out to this group when their class-
rooms are aready filled with more motivated
adults.

While some States have recently increased
funding for adult basic education, more Fed-
eral funding almost certainly will be needed
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if there is to be a significant expansion in the
national commitment to remedial education.
In 1982, total Federal and State expenditures
for the AEA program were $229 million, of
which 56 percent was contributed by the States
and localities, and the remainder by the Fed-
eral Government. Federal appropriations for
the AEA program have remained in the $100
million range for 3 years. Congress appropri-
ated about $102 million for the AEA program
in fiscal year 1986. Higher funding, more in
keeping with the authorized level of $140 mil-
lion for fiscal year 1985, could help restore the
Federal commitment to its level of afew years
ago, after inflation is taken into account.

It is more difficult to determine the level of
spending needed, at al levels of government,
to deal effectively over the long-term with the
need to improve adults basic skills. Some
studies estimate that a multiyear, multibillion
dollar commitment would be needed. In addi-
tion to more funds, new delivery systems, and
different approaches to basic skills education
could be required. All projections of long-term
fiscal needs for adult basic education programs
are hampered by the unreliability of available
data on the number of adults with basic skills
deficiencies.

Given the uncertainty about what outcomes
could be expected from a given level of fund-
ing, Congress might wish to create a special
study commission (or call on the executive
branch to do so) to develop an overall long-term
strategy for addressing the basic skills problem.
Several different participation goals (with asso-
ciated funding requirements) could be iden-
tifed. The commission or agency formulating
the strategy could be required to develop the
information in time for congressional delibera-
tions on reauthorization of the Adult Educa-
tion Act (the current authorization expires on
Sept. 30, 1988). This, together with a higher
level of interim funding of the program, is an
option Congress may wish to consider (see op-
tion 8a, table 2-5).

Some sentiment already exists in Congress
for reevaluating approaches for dealing with
functional illiteracy. For example, joint reso-
[utions introduced in both Houses of the 99th

Congress would establish a national commis-
sion on illiteracy.” The temporary commission,
half of whose members would be appointed by
the President and the other half by Congress,
would report and make recommendations to
the Congress within one year of its establish-
ment. As these proposals are framed, it is not
clear how much emphasis the proposed com-
mission (if authorized) would give to adult
functiona illiteracy, relative to improving basic
skills of young people high school age.

The Role of Employers and the Private Sector

Given constraints on Federal spending, con-
siderable interest exists in the potential of alter-
native delivery systems for adult basic educa-
tion. Such aternatives include more reliance
on volunteers and volunteer organizations to
provide educational services, and greater in-
volvement of employers and unions in spon-
soring education projects for workers. Foun-
dations and other nonprofit organizations are
also active in supporting innovative basic skills
programs.

Volunteer organizations, such as Laubach
Literacy Action and Literacy Volunteers of
America, conduct their own literacy projects,
and also have ties to State and local ABE proj-
ects. Although nationwide data are not avail-
able, volunteers are also used in basic educa-
tion projects supported by the AEA. If well-
trained and effectively supervised, volunteers
could help expand the reach of AEA-supported
projects, and allow some people on waiting
lists to enter classes sooner. Volunteers often
provide one-to-one tutoring, an approach that
can help overcome lack of self-confidence or
lagging motivation. Often, individual sessions
can be arranged between volunteer tutors and
clients to fit the clients schedules.

aThe Commission is proposed in House Joint Resolution 213
and Senate Joint Resolution 102, as introduced in the 99thCong.
A similar commission and study was called for in S. 1160, the
proposed National Defense Authorization Act for fiscal year 1986
as passed by the Senate on June 5, 1985. The provision was
dropped in the conference committee on the bill. For status and
discussion of these and other proposals in the 99th Congress,
see Paul M. Irwin, “Adult Literacy Issues, Programs, and Op-

tions,” Library of Congress, Congressional Research Service, Is-
sue Brief IB85167.
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Volunteerism is emphasized in the Depart-
ment of Education’s Initiative on Adult Lit-
eracy, announced by President Reagan and
former Secretary of Education T.H. Bell in Sep-
tember 1983, and the National Adult Literacy
Campaign, sponsored by the Coalition for Lit-
eracy in conjunction with the Advertising
Council. Under the Campaign, a national ad-
vertising effort to attract students and to recruit
volunteer tutors and corporate sponsors was
launched in January 1985. At present, it is not
clear whether State and local volunteer orga-
nizations and the instructors and administra-
tors of adult basic education programs are pre-
pared to make effective use of volunteers who
respond to the campaign. It may be possible
to improve the use of volunteer tutors by pro-
viding funds for their recruiting and training.
Federal seed money, channeled through the
Department of Education’s Division of Adult
Education, could help build the capacity of lo-
cal volunteer organizations.

Employers and unions could play a signifi-
cantly greater role than they do now in efforts
to improve basic skillsin the work force. Some
companies sponsor programs at worksites or
in conjunction with local educational institu-
tions to provide basic skills courses to their em-
ployees. So far, no one has collected the data
needed to evaluate these company-sponsored
programs. In theory, at least, they offer the ad-
vantages of convenience of time and place and
of peer group support. However, most compa-
nies do not offer basic skills programs, and
many feel that this is the task of the public
schools alone.

Identifying current and potential roles of em-
ployers in providing basic skills education to
employees could be a subject for congressional
oversight of AEA. Or, if Congress decides to
establish a commission on functional illiteracy,
it could direct the commission to assess ways
to encourage employers to provide basic edu-
cation to their workers.

Given the limited funds available for projects
that serve al eligible adults, it may be ques-
tioned how much direct public support should
be given to employer-provided basic education
projects. In reauthorizing AEA in 1984 through

Public Law 98-511, Congress authorized States
to support ABE projects undertaken by for-
profit organizations when this would contribute
significantly to the objectives of the act, and
when the for-profit organization could provide
substantially equivalent education at a lesser
cost or provide services and equipment not
available in public institutions.” Thus, it ap-
pears that employers, as well as proprietary
schools and for-profit learning centers, can
qualify for AEA funds under some circum-
stances. Similar provisions are contained in the
Carl D. Perkins Vocational Education Act of
1984, which authorizes basic skills programs
in support of vocational education objectives.
Depending on whether States choose to fund
such activities, a track record will begin to
emerge in the next few years on these forms
of private-public sector educational partner-
ship. If additional public support for employer-
provided basic skills courses is merited, care
will be needed to assure that traditional basic
education programs for the public at large are
not jeopardized. The danger of supporting pri-
vate programs at the expense of genera pub-
lic ones might be avoided if public support for
employer-provided basic education were part
of an earmarked package of training incentives.
Sel ected options to encourage greater employer
involvement in training the active work force
are discussed in Issue Area 10 of this chapter.

The Importance of Information and Monitoring

Better information is essential for formulat-
ing and monitoring the success of long-term
programs to reduce functional illiteracy in the
United States. The most frequently cited esti-
mates of functional illiteracy are derived from
the 1974 survey of adult performance levels
which categorized 20 percent of the adult pop-
ulation as functionally incompetent and another
30 percent as marginally competent. This sur-
vey was not a survey of literacy levels, but
nonetheless has been widely cited as a meas-
ure of functional illiteracy.

21pyblic Law 98-511, Section 304.
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The need for periodic monitoring of the
scope of the adult basic skills problem in the
United States is clear. A new one-time survey
of literacy levels among young adults (21 to 25
years of age) is now being undertaken by the
Educational Testing Service as part of the Na-
tional Assessment of Educational Progress
(NAEP). Results of the new survey are expected
in the spring of 1986. Given the magnitude of
the problem, periodic surveys (perhaps every
3 or 4 years] of adult literacy and basic skills
performance levels on a national basis would
be desirable. The cost of the current NAEP sur-
vey (for young adults only) is estimated to be
$1.9 million, It is believed that an expanded
survey, sampling functional literacy levels of
all adult age groups, would cost about the same,
since the aready developed NAEP model could
be used to anayze a broader sample of the
adult population. Survey findings would be
most useful to policy makers if they could be
related directly to needs for adult basic edu-
cation programs and associated funding levels.

Better information about State and local AEA
projects, and projects conducted through alter-
native delivery systems (such as employers,
volunteer organizations and foundations, and
other Federal programs) would aso be desir-
able. From 1982 through 1984, restrictions on
data collection by the Department of Educa-
tion were in effect for the AEA program. As
a result, official national data obtained from
the States about their AEA programs is quite
limited for the program years 1982 through
1985. In reauthorizing AEA in 1984, Congress
was more specific about the kinds of informa-
tion the Secretary of Education may obtain
from the States under the program, In addition
better information about basic education serv-
ices that are funded separately from AEA
projects would help to determine the nation-
wide commitment to remedying adult basic
skills deficiencies.

If Congress wishes to be assured that a con-
tinuing effort is made to improve information
on basic skills, it may wish to consider provid-
ing separate funding for periodic surveys of
adult literacy levels (option 8b, table 2-5). It also
may wish to be assured, through its oversight

of implementation of the 1984 amendments to
AEA or through establishment of a special
study or commission on functional illiteracy,
that data on State and local programs are ade-
guate to meet congressiona needs. Develop-
ing better estimates of employer-provided basic
education, for example, could be a function of
a study or commission on adult education,
while a responsibility to develop information
on federally supported activities (other than
those through AEA) could be assigned to the
Federal Interagency Committee on Education.

Continuing Education and Worklife Transitions
(Issue Area 9, Table 2-5)

Some workers in declining occupations or
industries may be able to lessen the likelihood
of displacement in the future by getting train-
ing in new job skills while they are still em-
ployed. An extensive system of adult education
and training exists in the United States. Parts
of this system, such as community colleges and
some vocational schools, are highly accessible
to adult workers.

As a practicd matter, comparatively few
blue-collar workers undertake preventive re-
training. Many workers do not believe that the
education and training system has much po-
tential for helping them prepare for occupa
tional changes even when it is clear that their
jobs are vulnerable to displacement. Also,
workers often have very limited information
about the kind of training that is most likely
to open new job opportunities. Moreover,
workers preparing for career changes usually
have to do so on their own initiative, often with
little or no financial support from employers
or the Government. For example, most adult
workers seeking training for a career change
study part time, and only a small portion of
Federa student-aid is available to part-time stu-
dents. While some adults are able and willing
to finance their own retraining, many are not
prepared to do so.

Over the last few years, severa approaches
have been proposed to make it easier for adult
workers to take education and training that
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would help them change careers. These ap-
proaches include, among others. 1] greater em-
phasis on outreach, to encourage more adults
to take part in education and training; and 2)
expansion of financial assistance available to
adults in education programs, either directly
through student-aid programs, or indirectly
through changes in the Internal Revenue Code.
Another approach would be to target special
assistance for retraining workers in occupa-
tions or industries that are subject to wide-
spread displacement. In theory at least, this ap-
proach could help some workers in declining
occupations make career transitions while they
are still employed.

Expanded Emphasis on Outreach Activities for
Adults (Option 9a, Table 2-5)

Severa barriers prevent many adults from
making use of educational programs in their
communities. These include persona and psy-
chological barriers, such as lack of self-con-
fidence; difficulties in scheduling instruction
at times and locations convenient to adults;
lack of career counseling for adults; and lack
of information about available educational re-
sources and opportunities. (Financial barriers
are also important; these are discussed sepa-
rately.)

Increased Federal support for adult outreach
isunder consideration, and several bills on this
issue have been introduced in the 99th Con-
gress.” Some bills propose to reinstate an out-
reach program as part of Title | of the Higher
Education Act of 1965 (as amended), alaw up
for reauthorization in the 99th Congress. Many
of the continuing education activities originaly
authorized under this title were modified by
the Higher Education Act of 1980. Funding for
the continuing education and adult outreach
activities under Title | peaked at $18 million
in 1976. Since fiscal year 1981, when most of
the funds aready appropriated for the adult
outreach program were rescinded, no funds

ugee, fOr example, H.R. 3700, the proposed Higher Education
Amendments Act of 1985 as reported by the House Committee
on Education and Labor on Nov. 20, 1985, S. 480, introduced
on Feb. 20, 1985, and H.R. 1473, as introduced on Mar. 7, 1985.

have been appropriated specifically for the out-
reach provisions of Title 1.

Renewed Federal support for outreach activ-
ities might encourage more workers to partici-
pate in career education and training, and
cause educational institutions to offer more
programs to meet the educationa needs of un-
deserved groups of adult learners. One of the
Title 1 billsintroduced in the 99th Congress (S.
480) would authorize up to $50 million in fis-
cal year 1986 (and such sums as necessary
through 1991) for innovation and outreach
projects and R&D activities related to post-
secondary continuing education. The bill iden-
tifies several groups of adults as likely to ben-
efit from these programs, including (among
others) dislocated workers, people (especialy
women) returning to the labor force, those
needing remedial education or counseling to
benefit from postsecondary education, and em-
ployees of small or medium size firms that do
not offer training and education activities,

The bill would authorize the Secretary of Ed-
ucation to make grants to institutions of higher
education (including qualifying proprietary in-
stitutions and postsecondary vocational insti-
tutions) to better serve adult learners. The
grants could be used to make educational op-
portunities available to adults at convenient
times and locations (including the workplace);
to promote collaborative efforts with employers
and employees to make postsecondary educa-
tion responsive to local, regional, and national
employment and economic conditions; to help
adults overcome barriers limiting their partici-
pation in postsecondary education; to provide
information and counseling services for adults;
to develop innovative delivery systems and cur-
riculato facilitate career development and tran-
sitions; and to implement technology-based
delivery systems to enhance adult access to
postsecondary education. The grants could not
be used for stipends.

237 discussed i, Reauthorization of the Higher Education Act:

Program Descriptions, Issues and Options, prepared by the Con-
gressional Research Service for the Senate Committee on La-
bor and Human Resources, February 1985 (Senate Print 99-8),
pp. 440-441.
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The need for expanded outreach activities in
remedial education programs is discussed sep-
arately under the heading Basic Skills and the
Work Force (Issue Area 8) of this chapter. Re-
medial education programs traditionally attract
only highly motivated adults; outreach directed
to less motivated adults with basic skills prob-
lems may attract more people to these pro-
grams. The Title | outreach activities in the
proposals discussed in this section could be
used to provide guidance, counseling, and re-
medial instruction to adults who need such
services to benefit from postsecondary educa-
tion, Another option would be to expand the
emphasis on outreach activities in publicly sup-
ported remedia education programs, such as
those conducted with the support of the Adult
Education Act. Neither of these options is
mutually exclusive.

Financial Assistance for Continuing
Training and Education

Federal financial assistance to working adults
for continuing education traditionally has been
quite limited. However, in recent years, pro-
posals have been made to increase the level of
support or to broaden the circumstances un-
der which adults could receive financial assis-
tance for continuing education. Most of these
bills and legidlative proposals can be grouped
in three broad categories: 1) increasing the ac-
cess of part-time adult students to Federal fi-
nancial aid for education, 2) broadening the tax
deductibility of education and training expend-
itures to include education not directly related
to on€’s current job, and 3) creating special tax
advantages for individual training accounts to
finance education or training. This approach
is discussed in detail in chapter 6.

Most employed adults who participate in ed-
ucation or training are part-time students and
are not enrolled in degree or certificate pro-
grams. Thislimits their accessto Federal finan-
cial assistance. The mgor Federal aid pro-
grams for postsecondary students—Pen grants,
Guaranteed Student Loans, College Work-Study,
Supplemental Educational Opportunity Grants,
and National Direct Student Loans—are struc-
tured primarily to help dependent, full-time stu-
dents in the 18- to 22-age range.

With the exception of Guaranteed Student
Loans, students are eligible for Federal aid un-
der these programs only if they are enrolled in
“eligible programs’ leading to a degree, a cer-
tificate, or other formal program of prepara-
tion for a recognized vocation, This require-
ment excludes more than half of the adults in
postsecondary courses. only two programs,
Supplemental Educational Opportunity Grants
and College Work-Study, are available to stu-
dents enrolled less than half time, Since 1980,
Congress has permitted up to 10 percent of the
funds in these two programs to be given to stu-
dents who are enrolled less than half time,
Even so, few schools earmark the full 10 per-
cent to these students.

Many adults who might otherwise be €ligi-
ble for assistance may have trouble competing
for funds because eligibility requirements are
designed for financially dependent young peo-
ple. For example, adults who own homes may
be penalized in calculations of the need for fi-
nancia aid. Displaced workers are affected by
calculations of need based on the previous
year's income. Legislation has been proposed
in the 99th Congress which would require dis-
counting of home equity and unemployment
benefits in calculating financial aid needs for
dislocated workers, thus allowing determina-
tion of needs to be based on their current in-
come.” Other options Congress might consider
to increase the access of adults to Federal stu-
dent aid include modifying the degree and cer-
tificate requirement and earmarking more aid
to students enrolled less than half time.

Several bills have been proposed to alow tax-
payers to deduct or, in some cases, take tax
credits for eligible education expenses in cal-
culating their income taxes. While some of
these bills limit the deduction or credit to ac-
counts established for dependents of the tax-
payer, others also alow the taxpayer to deduct
or take credit for his or her own educational

uSee, fOr example, H.R. 161 1,the proposed Dislocated Work-

ers Act of 1985, as introduced on March 20, 1985 and H.R. 3700
as reported by the House Committee on Education and Labor
on Nov. 20, 1985.
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expenses.” The deduction allowed varies from
$1,000 to $2,000 annually in different bills.
Some bills specifically identify expenses in-
curred at vocational schools as eligible ex-
penses, while others do not. Broadening the tax
deductibility of education expenses would ben-
efit most those with higher incomes (and thus
higher tax brackets), and therefore may be
more useful to managers and professionals
than to blue-collar workers; tax credits would
be of greater benefit to lower income workers
than deductions.

Similarly, professional and technical people
with relatively high incomes may be more
likely to make use of individual training ac-
counts than workers with lower incomes. As
proposed in bills introduced in the 99th Con-

2

gress,”the individual training account ap-

proach would authorize tax deductible train-
ing accounts, funded jointly by employers and
workers, that could be drawn on to provide
vouchers for training or relocation assistance
if aworker was displaced. Contributions to in-
dividual training accounts by both employers
and employees would be deductible for in-
come tax purposes. Large employers (defined
as companies employing 25 people or more)
who refused to participate in the program
would not be €eligible for certain reductions in
Federal unemployment taxes.

Another approach for assisting adults in
financing education would be to authorize tax-
payers to establish tax-deductible education
savings accounts regardless of their employ-
ment status. One possibility would be to per-
mit individual taxpayers to set up special tax-
deductible savings accounts to meet educa
tional expenses of themselves or their depend-
ents. Such a tax deduction might be extended
to taxpayers who do not otherwise itemize
deductions, and could be used for educational
expenses at an institution of higher learning
or avocational schoool. Both features could be

»These include H.R. 96, introduced on Jan. 3, 1985, which
would allow taxpayers an income tax credit for education ex-
penses, and H.R. 414, also introduced on Jan. 3, 1985, which
would allow an income tax deduction for education expenses,

These proposals Include H.R. 26, as introduced on January

3, 1985, and S. 934, as introduced on April 17, 1985.

attractive to blue-collar workers interested in
retraining, but (as with other proposals involv-
ing tax incentives) it is hard to tell how many
workers would enroll in courses they would
not otherwise have taken.

All these approaches—whether aimed at di-
rect student aid or at tax incentives for educa-
tion—need to be viewed in the context of cur-
ent debate about the Federal deficit, tax reform,
and Federal education priorities. At a time
when major reductions in Federal student-aid
have been proposed, increases in financial aid
to adults might reduce aid available to other
categories of students. By the same token, new
tax incentives to help workers finance educa-
tion for career changes, while not intensifying
competition for direct financial aid, would af-
fect Federa revenues and may be viewed as
contrary to tax simplification and deficit re-
duction.

Besides options intended to increase access
to continuing education for all adults, a more
limited and focused approach would be to tar-
get some educational assistance to workers em-
ployed in declining occupations or industries
(option 9b, table 2-5). Workers could use this
assistance to obtain new job skills while they
still have jobs. Determining worker eligibility
for such assistance would depend on projec-
tions or forecasts of industrial activities, This
could be done at the Federal or State level;
workers in declining industries or occupations
could be made €ligible for special consideration
under various education assistance programs.

Such an approach could have both positive
and negative features. A matter of concern is
whether a targeted approach would reach more
than a few workers, given the uncertain relia-
bility of occupational forecasts, and the resis-
tance of many workers to retraining even when
they are actually displaced, not merely threat-
ened. Also, it can be argued that it is inappro-
priate for the Federal government to provide
positive incentives for workers to leave any in-
dustry or occupation, since it is possible that
this might accelerate the process of decline. On
the positive side, a targeted approach would
help some workers prepare for career transi-
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tions while still employed, thus easing the proc-
ess of change and probably reducing the num-
ber of workers experiencing displacement in
the future. In cases where severa months of
advance notice of layoffs or plant closings were
given, targeted educational assistance could be
an especially useful option. In fact, this option
could be one of the services offered to work-
ers in pre-layoff assistance programs. (Pre-
layoff assistance options are summarized in Is-
sue Area 1, table 2-l).

Employer-Supported Training and Education
(Issue Area 10, Table 2-5)

Corporate training activities are sometimes
viewed as exclusively a concern for the private
sector. However, components of this training
system are indirectly supported by the public
at large, because of favorable tax treatment of
employer-provided training and links between
business and publicly supported educational
ingtitutions. Thus, questions about access to
training and education assistance by different
levels of employees within firms, and about the
quality and kind of services provided, are likely
to be raised increasingly in Congress and else-
where. Two issues that are especially relevant
to legislative debate about the employers' role
in helping employees prepare for career changes
are: 1) the immediate question of whether to
continue favorable tax treatment for employ-
ees receiving tuition and other educational
assistance from employers offering qualified
continuing education programs, and 2) the
question of whether greater public support
should be provided for training and retraining
of active work forces, and for improving ac-
cess of blue-collar or less educated employees
to training.

Access to the Corporate Training System

By virtually any measure, employers are a
dominant factor in the continuing education
and training of employed workers. Estimates
of direct expenditures on training and indirect
support of educational activities on the part of
employers for their employees range from
about $10 billion to over $100 billion per year.

These estimates do not include informal train-
ing given to employees at the workstation.

While the role of employersis gredt, it is clear
that access to employer-provided or employer-
assisted training is by no means uniform. It is
generaly believed that people who work for
large companies are much more likely to re-
ceive education and training than those work-
ing for smal companies. This belief, while
plausible, is difficult to substantiate simply
because most of the statistical data on cor-
porate training programs focuses on large cor-
porations.

Some larger firms in highly technical fields
have established broad continuing education
programs that can be used by all employees,
sometimes in conjunction with employment
security programs aimed at retraining current
employees. Also, the recent attention to train-
ing and retraining in union contracts is a po-
tentially important vehicle for meeting the
needs of workers who are union members.
However, only about 18 percent of all U.S.
workers belong to unions, and of these, only
a minority are covered by contracts with ex-
tensive training provisions.

Most corporate training and education is fo-
cused on the needs of managers, administra-
tors, professionals, and technicians. In part,
this reflects the greater need for continuing
education in professional, managerial, and
technical careers. Training requirements for
many blue-collar jobs often can be satisfied
through a few hours or days of instruction.
However, the pattern also reflects the reluc-
tance on the part of some employers to provide
training in broad transferable skills, since such
investments could be lost to the company if the
employee found other employment.

In the long run, narrowly focused training
and education policies by employers may be
self-defeating. A well-educated and highly
trained work force, at al levels of employment,
is an essential component of an internationally
competitive economy. Moreover, corporations
with human resource policies that aim to en-
hance the skills and talents of all their employ-
ees may find it easier to attract and keep a
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highly motivated work force. At the same time,
employers cannot be expected to assume the
costs of retraining workers for jobs with other
employers.

All current estimates of corporate expendi-
tures in training their employees are of ques-
tionable accuracy. Estimates vary from a frac-
tion of 1 percent to 3 or more percent of the
gross national product. This lack of reliable
data impedes analysis of more important ques-
tions, such as whether U.S. employers are un-
derinvesting in human capital, and how the
commitment of U.S. employers to employee
training compares with that of employers in
other advanced economies. Given the impor-
tance of these questions to debate about pol-
icies related to employer provided training,
Congress might wish to call on the executive
branch to develop an improved information
base on employer-provided training.

Tax Incentives for Employer-Provided
Education Programs

Congress generally has not used the Internal
Revenue Code as a vehicle for encouraging in-
dividuals to participate in continuing educa-
tion. The major exception has been education
or training to maintain or improve an employ-
ee’'s current job skills, or instruction that is re-
quired by the employer. Employees can deduct
such expenditures as business expenses in cal-
culating their income tax. However, workers
cannot deduct education or training expenses
to prepare for new careers or different jobs.

The other major exception has been favor-
able tax treatment of benefits from employee
education assistance programs that many com-
panies now offer. These programs provide em-
ployees with tuition assistance or other forms
of support for courses that may not be directly
related to their current jobs. Since 1978, Sec-
tion 127 of the Internal Revenue Code has al-
lowed employees to exclude educational assis-
tance provided under a qualified company
program from their taxable income, even when
the education was not job-related.” If Congress

Qriginally authorized for a 5-year period, the 98th Cong. ex-
tended section 127 until Dec. 31, 1985 through enactment of Pub-
lic Law 98-611. The section 127 program had been allowed to
lapse at the end of 1983. However P.L.98-611 re-instated the

exclusion and made it retroactive for the 1984 tax year. It also
limited the amount of the exclusion to $5,000.

wishes this exclusion to be continued, it will
need to act to extend the provision (option |10a
in table 2-5) so that it will apply in the 1986 tax
year. (The exclusion expired on Dec. 31, 1985.)
Bills to continue the exemption have been in-
troduced in the 9gth Congress.”

Some believe that these benefits should be
considered income for purposes of the Federal
income tax. A key issue in debate about con-
tinuing the program is whether the public costs
in maintaining the exclusion are justified by
the program’s potential to reach a broad cross-
section of employees. Company education
plans that qualify for the Section 127 exclusion
must not favor employees who are corporate
officers or owners, or are highly compensated
in comparison with other employees, and the
educational program must be “for the exclu-
sive benefit of the employees. ” Except for
sports, games, and hobbies, the kind of educa-
tion supported by a company program is not
restricted; it can include courses that are not
related to the employee's current job.

Labor representatives have argued that be-
cause lower level jobs are more narrowly de-
fined, a requirement that courses be job-related
in order not to be counted as income would
discriminate against lower level employees, in-
cluding women and minorities. Furthermore,
the response of blue-collar workers to employ-
er-provided tuition assistance is generally low
because of barriers such as lack of information
and lack of self-confidence. If Congress allows
tuition assistance to become taxable income,
new barriers may be added.

Comparatively little information is available
about who benefits the most from favorable tax
treatment of employer-provided training, or
what the true costs of the program have been
to the Federal Government. A 1985 survey by
the American Society for Training and Devel-
opment found that, among the 319 firms with
education programs responding to the survey,

“ngee TOf example, 5. 558 and H.R. 1356, as introduced in the

99th Cong. It should be noted that the Appendix of the Presi-
dent’s May, 1985, tax proposal report to the Congress calls for
a permanent continuation of the exclusion, and also for the drop-

ping of the $5,000 annual limitation on the exclusion, Section

1161 of H.R. 3838, the proposed Tax Reform Act of 1985 as

passed by the House on Dec. 17, 1985, proposes to extend the

exclusion through Dec. 31, 1987.
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72 percent of participating employees earned
less than $30,000 per year, and 22 percent
earned less than $15,000. The survey found
participation rates to be highest among com-
panies with fewer than 500 employees. The sur-
vey was not representative of firms as a whole
since over half the respondents employed over
3,000 people.”

In extending the Section 127 provision until
the end of calender year 1985, Congress di-
rected the Treasury Department to provide a
report (due at the end of October 1985) on the
status of the program. In the meantime, esti-
mates presented in congressional reports on
the extension suggest that loss in tax and so-
cial security revenue for the five-quarter exten-
sion period (ending on Dec. 31, 1985) would
be $155 million in fiscal year 1985, and $31 mil-
lion for the first quarter of fiscal year 1986.

Alternative Policies to Encourage Training and
Retraining of Active Work Forces

Several proposals have been made in recent
Congresses that would broaden Federal sup-
port for employee training of active work
forces. Many of these proposals have as a
stated purpose enhancement of U.S. industria
competiveness. They emphasize the advan-
tages of training and maintaining an adaptive
and skilled work force as a defense against fu-
ture displacement.

A wide range of policy questions and alter-
native courses of action are associated with this
issue. Specific aspects of the issue that are con-
sidered below include: 1) use of congressional
oversight to review the experience to date with
public incentives for employer-provided train-
ing; 2) consideration of whether additional tax
incentives would encourage employers to pro-
vide broader training and education opportu-
nities to employees; and 3) possible use of pay-
roll taxes patterned after the Federal-State
unemployment compensation system as a
mechanism for financing employer-provided
training in situations where workers might

»American Society for Training and Development, Employee
Educational Assistance: Who Pays, Who Benefits (Arlington, VA:
American Society for Training and Development, 1985).

otherwise be displaced, or, aternatively, in
financing training or retraining of displaced
workers.

Most existing cooperative approaches to
work force education and training on the part
of employers, unions, and public agencies are
recent in origin. As discussed in chapter 5,
some States support or assist training or re-
training of work forces by private employers.
Often, this training assistance is offered as an
incentive to attract new industry to a State or
region. Sometimes it is provided as part of a
strategy to encourage local firms to stay in an
area and to help them remain competitive.
Some Federal assistance to State-industry co-
operation programs is also available. For ex-
ample, the Carl D. Perkins Vocational Educa-
tion Act of 1984, the major law governing
Federal vocational education expenditures, au-
thorizes States to use some of these funds for
training and retraining of active work forces
by private employers, under certain circum-
stances. While special State programs for adult
training and retraining authorized by the Per-
kins Act have not been funded, some funds
under the basic grant program of the act are
targeted for adult training and retraining. Eval-
uation of the experience to date with these pro-
grams and activities might be a useful subject
for congressiona oversight (option I0b, table
2-5). oversight could broaden public under-
standing of the issues involved and help Con-
gress evaluate aternative proposals should it
wish to expand assistance for employer-pro-
vided training (see option 10c, table 2-5).

Several proposals of this sort have been off-
ered in recent Congresses. For example, one
purpose of H.R. 1219, the proposed National
Training Incentive Act of 1985, would be to
stimulate greater investment in training by em-
ployers. (The bill aso would alow displaced
workers to withdraw funds from their individ-
ual retirement accounts to finance approved
training, without paying atax or penalty on the
amount withdrawn.) The bill would authorize
a 25-percent tax credit for a company’s train-
ing expenditures that exceed the average annua
amount it spent on training in the previous 5-
year period. Eligible training expenditures
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would include registered apprenticeship pro-
grams, qualified employer-designed or employ-
er-sponsored training programs, cooperative
vocational education programs, programs at
postsecondary schools, and other programs for
improving job skills directly related to em-
ployment.

Possible use of payroll-based funding to train
and retrain both employed and unemployed
workers has evoked some interest. The use of
payroll-based contributions to finance training
is perhaps most fully developed in France,
where a government-imposed obligation to fi-
nance training has been in effect for employers
of 10 or more workers since 1971. French com-
panies may use this obligation—currently about
1.1 percent of a firm's total wage bill—to fi-

nance internal training of employees, or for
industry-wide training activities. Employers
who do neither must contribute an equivalent
amount to programs for unemployed people in
approved training centers or to the national
government.

Another possibility is to levy a special pay-
roll tax on employers equivalent to asmall por-
tion of the unemployment insurance tax, and
earmark it for training and retraining pro-
grams. Two States—California and Delaware—
have enacted payroll-based taxes, collected
through the Ul system, to finance retraining
of workers. These payroll-based taxes, strictly
speaking, are not part of the Ul system. Fed-
eral law prohibits diversion of any part of the
Ul tax for any non-Ul purpose.

THE FEDERAL ROLE IN RESEARCH, DEVELOPMENT AND TRANSFER OF
INSTRUCTIONAL TECHNOLOGY

Instructional technologies, such as computer-
assisted instruction and courseware for inter-
active videodisk systems, play an increasingly
prominent role in the delivery of training and
education to the work force. Many currently
used instructional technologies were devel oped
by or with the support of Federal agencies, and
some have been adopted by industry due to
their potential to cut training costs and provide
uniform quality instruction at diverse loca-
tions. Instructional technologies have signifi-
cant potential for effective use in the delivery
of basic skills instruction to adults, and in many
vocational training and retraining applications.
In several basic education and technical train-
ing projects involving the computer, adults
have learned very quickly, and in some cases
have committed more time to their studies than
students taking traditional courses (see ch. 7
for details).

Despite their promise, instructional technol-
ogies have not yet come into widespread use
in the adult education system. Congress may
wish to take steps to encourage greater use of
these technologies in meeting the educational
and training needs of both employed workers

and displaced workers. The Federal role in re-
search, development, and transfer of new in-
structional technologies could be expanded
through: 1) more effective measures to trans-
fer federally developed training technologies
to education and training institutions and to
the private sector, 2) greater support for devel-
opment of new adult basic and vocational
training materials for instructional technol-
ogies, and 3) establishment of one or more na-
tional centers at universities to focus research
on how adults learn. (See Issue Area 11, table
2-6.)

Transfer and Diffusion of
Federal Training Technologies

Effective and timely transfer of federally de-
veloped training technologies to State, local,
and private sector education and training in-
stitutions can contribute to efforts to upgrade
the skills of the U.S. work force. Over the years,
the Federal Government has played a major
role in developing many training technologies,
including computer-based education and train-
ing, simulation, and educational applications



Table 2-6.—The Federal Role in Research, Development, and Transfer of Instructional and Training Technology

Issue area and Options

Relationship to other options

Issue Area 11: Encourging research, developement, and transfer of instructional technology
a) Transfer and diffusion of federal training tech-

nologies

Require the executive branch to establish a spe-
cific mechanism to facilitate the transfer and adop-
tion of federally developed training materials and
technologies by public education and training in-
stitutions, and the private sector. One legislative
proposal before the 99th Congress would estab-
lish a Department of Commerce Office of Train-
ing Technology Transfer and require other agen-
cies to appoint a training technology transfer
officer An Inventory would be made of current
and proposed Federal training technologies (de-
fined as computer software developed for train-
ing) A mechanism for private sector involvement
in financing the conversion of training technol-
ogies to non-Federal public interest users of these
technologies 1s provided.

b) Federal support for research and development on

K2

Instructional  technology.

In addition to continued support for research on
the next generation of instructional technologies,
Congress could earmark some funds specifically
for the development and application of instruc-
tional courseware for adult basic skills (This
funding would be m addition to basic skills R&D
now undertaken by the Department of Defense )

Support for research and evaluation on adult
learning.

One option would be to fund one or more national
centers for research on adult learning with a spe-
cial focus on adult literacy. The centers could be
affiliated with universities.

Option could be Implemented m conjunction with (b)
or (c) below Option also can be seen as facilitating
rapid adoption of new training, education, and in-
instructional technologies for JTPA Title Ill projects.
and also could serve as a possible mechanism for
transfer of adult basic education and vocational edu-
cation instructional technologies to industry and pub-
lic education systems (See Issues Areas 3, 8, 9
and 10 )

Could be adopted in conjunction with (a) and (c),
and would also support other ‘basic skills' Options
(See issue areas 3, 8, and 10. )

Could be adopted in conjunction with other basic
skills options.

Relationship to current policy

Estimated cost of option to Government

A generic Federal technology transfer mechanism is
provided in the Stevenson-Wydler Technology Inno-
vahon Act of 1980 (Public Law 96-480)

Section 309 of the Adult Education Act (as amended
m 1984, Public Law 98-511) could be used to sup-
port development of courseware oriented to adults
However, 309 funds may not be set aside for this pur-
pose unless appropriations under AEA are at least
$112 million (Funds for AEA in FY 85 amounted to
$102 million. ) The Department of Commerce s cur-
rently considering whether a need exists for evalua-
tion of interactive videodisc systems to deliver basic
skills as part of its effort to Improve productivity in
the labor force

While no center on adult learning exists, a new na-
tional center on education and employment is expected
to be established through the support of the Depart-
ment of Education, this or other centers could focus
some research on adult learning

Legislative proposal for training technology transfer m the
99th Congress would authorize up to $3 million annually
This 1s substantially less than an earner proposal m the
98th Congress, which proposed direct grants for conver-
sion of federally developed technologies to non-Federal
uses Under the approach proposed in the 99th Congress,
the private sector-not the Federal Government-would as-
sume the costs of modifying training technologies so that
they could be used m non-Federal applications by non-
profit organizations, (In return. for-profit organizations
making such conversions would be provided certain ben-
efits, such as reduced fees or exclusive marketing rights. )

Outside of the Department of Defense, government fund-
ing for basic skills courseware for adults isvery modest,
probably less than $2 million, Including State activities
funded under AEA. Doubling the current level of funding
would cost about $4 million per year

If the center concept explored here s adopted, a small
amount of funding (say $1 million by the Federal Govern-
ment annually) could be used to Identify and provide par-
tial funding for adult learning research Some funding sup-
port could be sought by the center from industry and other
government programs The center could also be assigned
responsibility for evaluation of some new courseware for
basic skills

SOURCE Off Ice of Technology Assessment
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for interactive videodisk technologies. As re-
search and development sponsored by the Fed-
eral Government continues, new applications
for training technologies that have promise for
use in training by private industry and by
educational institutions are being developed.

Several Federa agencies, including DOD,
NSF, and the Department of Education (ED),
support research and development on new
training and educational technologies. Cur-
rently, DOD has the largest budget for instruc-
tional technology. DOD training and education
technologies may have broad applicability to
many civilian uses, but are not specifically de-
veloped for use by the public education system
or the private sector, while technology diffu-
sion is a major purpose of NSF and ED activi-
tiesin this area. Federal R&D activitiesin this
area are discussed in chapter 7.

Severa DOD research and development proj-
ects related to basic skills have promise for ef-
fective use in retraining projects for displaced
workers and other adults needing remedial ed-
ucation in order to find and hold good jobs. For
example, research projects are now underway
in the Naval Personnel Research and Devel op-
ment Center, the Army Research Institute, and
elsewhere within DOD that, in different ways,
explore the potential of the computer in deliv-
ering job-related basic skills instruction. Some
work also has been done within the military
on adapting interactive videodisk systems to
basic skills instruction.

DOD also has developed new training tech-
nologies and materials in such areas as main-
tenance, equipment repair, electronics and a
wide variety of other skill areas that are rele-
vent to vocational education and training for
jobs in the civilian economy. Some of these
projects involve production of training lessons
for delivery on interactive videodisk systems.
These and other projects, if shown to be effec-
tive in the military, may well have potential for
conversion to civilian use in time.

Other DOD and NSF research is focused on
developing new instructional technologies with
potentially far reaching implications for deliv-
ery of education and training. Some research

isaimed at developing “authoring” systems for
courseware that could bring down the costs
and make it easier for trainers and educators
to prepare their instructional materials for use
on computers and videodisk systems. These
and many other promising areas of research
have potential for widespread application
throughout the education and training system
—including new ways to provide instruction
to adults.

Effective diffusion of Federal training tech-
nologies to non-Federal users is by no means
assured. Some of these training technologies
are developed to meet the specific internal
training needs of the sponsoring agency, and
information about the new technologies often
is not widely available. In addition, some in-
structional technologies developed specifically
to meet the training needs of an agency or mis-
sion may not be useful for other applications
without modification. The expense involved in
converting these instructional technologies to
civilian use may limit the pace of adoption.

One approach for addressing these issues
would be for Congress to direct the executive
branch to establish a mechanism to transfer
Federal training technology (Issue Area 11, op-
tion ha). Such a mechanism is proposed in
S.1662, a bill introduced in the 99th Congress.”
A purpose of the bill would be to facilitate the
transfer of Federal training technologies to the
private sector and State and local agencies to
support education, training, and retraining of
industrial workers, especially those working in
small businesses.

The bill defines training technology as soft-
ware for computer-based instruction, interactive
videodisks, audiovisual devices, programmed
learning kits, and associated manuals and de-
vices. It would establish an Office of Training
Technology Transfer within the Department of
Commerce's National Technical Information
Service®and would direct all Federal agencies

»3.1662,the proposed Training Technology Transfer Act,was

introduced Sept. 19, 1985.

aNTIS is also the location for another government-wide tech-
nology diffusion office, the Center for Utilization of Federal
Technology, mandated by the Stevenson-Wydler Technology In-
novation Act of 1980.
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that use training technology to designate a
training technology transfer officer. The bill
would authorize the appropriation of $3 mil-
lionin fiscal year 1987, and such sums as may
be necessary in each succeeding year to carry
out the training technology transfer program.

A function of the training technology trans-
fer office would be to maintain a comprehen-
sive inventory of training technologies devel-
oped under the supervision of Federal agencies.
The inventory would also provide information
about patents, copyrights, or proprietary inter-
ests affecting its conversion or transfer.

To facilitate adoption of training technol-
ogies by non-Federal users, the bill would en-
courage for-profit commercial users to finance
the conversion of training technologies for use
by nonprofit public interest users (schools, col-
leges, voc ed facilities and all agencies under
JTPA).* Specifically, the agency would be au-
thorized to sell or lease training technology to
commercial users. Nonprofit users could ap-
ply to receive the technology at no cost. In
cases where the technology must be modified
or converted before it could be used effectively,
the public interest user could enter into a co-
operative agreement with the commercial user.
Commercial users in such agreements, in turn,
would be offered favorable terms by the Gov-
ernment (e.g., waiving or reducing prices and
lease fees, or exclusive sale or lease arrange-
ments) in return for accomplishing the conver-
sion or modification. (Three conditions would
limit the circumstances in which such favora-
ble terms could be granted: the cooperative
agreement must call for conversion of the tech-
nology by the commercial user to the needs of
the public interest groups, the conversion
would be performed at no charge to the pub-
lic interest group, and the agreement must be
acceptable by the Director of the Office of
Training Technology Transfer.)

Another way to address this issue would be
to give training technology transfer higher vis-
ibility in the existing mechanism for technol-
““This is in contrast t0 @ similar training technology transfer
proposal introduced (but not enacted) in the 98th Cong,, in which

the Federal Government was authorized to provide conversion
grants.

ogy diffusion set up by the Stevenson-Wydler
Technology Innovation Act of 1980 (Public
Law 96-480). Public Law 96-480 established a
generic apparatus for Federal technology diffu-
sion which applies to most Federal labora-
tories. While this law has not been fully imple-
mented, its provisions for Offices of Research
and Technology Applications within the Fed-
eral laboratories and for a Commerce Depart-
ment clearinghouse for information about Fed-
eral technologies have been implemented.
While this mechanism could be employed to
provide information about Federal training
technologies, it has only occasionaly been used
to transfer a federally developed training tech-
nology.” Thus, if Congress wishes to give train-
ing technology transfer a high degree of visibil-
ity, it may wish to establish a specific technology
diffusion mechanism.

Development of Instructional Technology for
Basic Skills

Very little of the courseware and other in-
structional materials now used in basic skills
programs was developed with mature adults
specificaly in mind. Even some of the most
widely used courseware in adult education
projects was devel oped for young people in the
16- to 21-year age group. Much of the current
work on basic skills being conducted by the
training and human resource development lab-
oratories of DOD is focused on the young re-
cruit, not the mature adult. Moreover, instruc-
tional technologies and courseware developed
to meet the specific basic skills needs of the mil-
itary are not automatically consistent with the
objectives of industry and civilian educational
institutions. For example, DOD courseware for
basic skills is often focused on the narrow ob-
jective of teaching the minimal academic skills
needed to perform specific jobs. This approach

[n one Case, Public Law 96-480has been used as the mecha’

nism for diffusion of a federally developed training technology.

A computer-assisted reading improvement program that was de-

veloped by the Navy has been transfered to two libraries, where

it is used In basic literacy programs for adults and high school

dropouts. ORTAS in two Army and Navy research laboratories,

and the National Commission on Libraries and Information
Science, were involved in this technology transfer project (see

ch. 7 for details).
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might be appropriate when used by firms to
upgrade the skill levels of employees. As an
overall objective of alocal adult education
class, however, the approach of linking basic
skills instruction narrowly to a specific job is
less appropriate.

Little of the instructional technology R& D
budget of the Federal Government is aimed at
developing general basic skills instructional
materials for older, mature adults. This has not
been a high priority instructional technology
activity in the Department of Education. States
are using more funds for instructional technol-
ogy development under AEA than in the past.
In fiscal year 1985, for example, states spent
$1.2 million for technology projects under Sec-
tion 310 of AEA, twice the amount spent for
this purpose in fiscal year 1983. Also, the Fund
for the Improvement of postsecondary Educa-
tion recently made a small grant to a commu-
nity college for developing, field testing, and
validating courseware for adult basic educa-
tion. The National Institute of Education (NIE)
(now part of the Office of Educational Research
and Improvement) currently supports a Na-
tional Center for Educational Technology at
Harvard University. However, this center fo-
cuses on the elementary and secondary school
system, not on adult education. Total R&D ex-
penditures by NIE for educational technology
were $12,7 million from fiscal year 1980 through
fiscal year 1985, but only one project was
clearly related to adult basic skills.

Given the contribution that improved basic
skills courseware might make to adult basic
education, additional support for R&D in in-
structional technologies for basic skills may be
appropriate (Issue Area 11, option b). Several
alternatives could be pursued. One possibility
would be to direct the Secretary of Education
to fund such activities through Section 309 of
AEA. This would require an annual appropri-
ation for AEA of at least $112 million—the level
needed to trigger a 5-percent set-aside author-
ized under Section 309 of the law for research,
development, demonstration, dissemination,
and evaluation projects; another option would
be congressional action to remove the $112
million trigger. To avoid competition for the

limited funds available for delivery of remedial
education services under AEA, it may well be
that a separately funded mechanism would be
needed.

Some other Federal agencies in addition to
ED, could play a role in supporting such activ-
ities. For example, the Department of Com-
merce’s Office of productivity, Technology,
and Innovation is seeking to identify an appro-
priate demonstration project that would test
the effectiveness and costs and benefits of in-
teractive videodisk systems in addressing a ma-
jor human resource problem for industrial
training. It is currently sponsoring a needs
assessment study of the potential of interactive
videodisks in dealing with functional illiteracy,
If the needs assessment study shows that fur-
ther work would be desirable, the Department
may need additional funding to proceed. As is
discussed in chapter 7, the interactive video-
disk has substantial promise in adult basic
skills instruction, especially if courseware
appropriate to adults can be developed. Finally,
DOD and other Federal agencies from time to
time have conducted evaluations of instruc-
tional technologies. Making the results of such
evaluations widely available would be one way
to improve knowledge about instructional tech-
nology.

Support for Research and Evaluation on
Adult Learning

Besides emphasizing the transfer of training
technologies and the development of course-
ware for mature adults, Congress may also
wish to consider options to encourage more re-
search on the nature of the adult learning proc-
ess. Currently, little research is focused on such
guestions as how to design curricula and in-
structional approaches so that they are appro-
priate for adults, how to measure functional
literacy levels among adults, and how to eval-
uate adult performance in educational pro-
grams. Moreover, educational researchers have
given little attention to the adult learner in un-
dertaking evaluations of different forms of in-
structional technologies. These and other is-
sues could be addressed through a research
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program focused specifically on the adult
learner” (Issue Area Il, option c).

Greater attention by the research community
to the subject of adult learning could lead to
medium and long-term benefits, such as more
effective programs for basic skills, continuing
education, and worker training and retrain-
ing—all important issues in maintaining the
skill level of a work force that will be composed
of increasing numbers of older workers in the
years to come, Therefore, congress may wish
to consider measures to focus greater attention
on adults in learning research, particularly re-
search related to basic skills. This could be
done in conjunction with, or separately from,

#A legislative proposal for such a program is contained in HR.
3700, the proposed Higher Education Amendments Act of 1985
as reported by the House Committee on Education and Labor
on Nov. 20, 1985. Section 122 of H.R. 3700 would establish a

program of grants to eligible institutions for adult learning re-
search and research application.

the training technology transfer and course-
ware development options described above.

One option would be for congress to direct
ED to charter one or more national research
centers for adult learning and basic skills. It
would also be possible to earmark some re-
search funds for adult learning at existing re-
search centers. For example, ED is consider-
ing several proposals for new research centers
for education, including a proposed National
Center for Education and Employment, which
would address continuing education as one of
its areas of concern. However, establishment
of one or more new national centers devoted
specifically to research on adult learning and
basic skills would focus research, and give
greater attention to the importance of this sub-
ject in the educational community. Federal
funding for the centers could be kept at a mod-
est level—say under $1 million per year.
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Table 3-1.—Employment Status of Displaced Workers by Age, Sex,
and Ethnic Origin, January 1984

Total Percentage  Percentage  Percentage not in
Age, sex, race (in thousands)*employed unemployed labor force®
Total, 20 years and older . . 5,091 60.1 25.5 14.4

20-24years............ 342 70.4 20.2 9.4

2554 years............ 3,808 64.9 25.4 9.6

55-64years............ 748 40.8 31.8 27.4

65 years and older. . . . .. 191 20.8 121 67.1

Men:

Total, 20 years and older 3,328 63.6 27.1 9.2
20-24years .......... 204 72.2 21.7 6.1
25-54years.......... 2,570 68.2 26.8 5.0
55-64years.......... 461 43.6 34.1 22.3
65 years and older. . . . 92 16.8 12.9 70.3

Women:

Total, 20 years and older 1,763 53.4 22.5 24.2
20-24years . ......... 138 67.8 18.0 14.2
25-54years.......... 1,239 58.0 22.6 194
55-64years.......... 287 36.3 28,0 35.7
65 years and older. . . . 99 24.6 11.3 64.1

White:

Total, 20 years and older 4,397 62.6 23.4 13.9
Men................ 2,913 66.1 25.1 8.8
Women . ............ 1,484 55.8 20.2 24.1

Black:

Total, 20 years and older 602 41.8 41.0 171
Men................ 358 43.9 44.7 114
Women............. 244 38.8 35.6 25.6

Hispanic origin:

Total, 20 years and older 282 525 33.7 14.1
Men................ 189 55.2 355 9.3
Women . ............ 93 46.3 30.0 23.6

aData refer to persons with tenure of 3 or more years in one job, who lost or left that job between January 1979 and January

1984 because of plant closings or moves, slack work, or the abolishment of their positions or shifts,

bWorkerea may retire from the labor force because of voluntary choice, retirement, Or discouragement.

Note: Breakdown data on the ethnic groups will not sum to the corresponding totals because data for ‘“‘other races” are not
presented and Hispanics may be included in both white and black populations. Thus, Hispanics may be counted more

than once in the table,

SOURCE: Paul O. Flaim and Ellen Sehgal, “Displaced Workers of 1979-83: How Well Have Thev Fared?” Monthly Labor Review.

June 1985,

1979 to 1983, since some of the job losses—
especially those due to slack work—were prob-
ably cyclical and temporary. Moreover, some
workers displaced from their jobs found new
ones quickly, with pay as good or better as on
the old job.

For many of the displaced workers, however,
the consequences of job loss were painful and
long lasting. Of the 5.1 million termed dis-
placed by BLS, the 500,000 who had been
unemployed for half a year or more in Janu-
ary 1984 were clearly having difficulty adjust-
ing to the job loss. It is uncertain how many
of the 730,000 workers who dropped out of the
labor force did so by choice, and how many
stopped looking for work out of discourage-
ment or retired earlier than they wished. Of

approximately 2 million former full-time wage
and salary earners who reported their pay on
the jobs they lost and on new jobs they held
in January 1984, 941,000 (46 percent) had taken
pay cuts—in the case of 621,000 of these work-
ers, large cuts of 20 percent or more. In addi-
tion, many former full-time workers (357,000
out of 2.8 million reporting, or 13 percent) took
part-time jobs and thus had a drop in their earn-
ings. The figures are not additive, because they
are based on different humbers of respondents,
but it appears that at least half the workers who
were reemployed earned less income on the
new job than the old—and this takes no account
of the effects of inflation.

Another analysis of the survey results, done
for the Bureau of International Labor Affairs
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of the Department of Labor, excluded displaced
workers over 61 years old but included all
others, regardless of tenure on the old job. pre-
liminary findings from this analysis were that
29 percent of the blue-collar workers displaced
over the 5 years were unemployed as of Janu-
ary 1984 and 10 percent were out of the labor
force; for white-collar and service workers, 20
percent were unemployed and 12 percent were
out of the labor force. The average drop in
earnings of those reemployed, adjusted for
inflation, was 15 percent for blue-collar work-
ers and 12 percent for white-collar and service
workers.*

Another way at looking at the dimensions of
displacement is to consider the flow of dis-
placed workers over time. As figure 3-1 indi-
cates, the number of displaced workers rose
every year from 1979 through 1983. Of 11.5
million workers losing jobs over the 5 years,
1.2 million lost their jobs in 1979, and 3.3
million lost jobs in 1983. possibly, the losses
in the earlier years are understated; respond-
ents tend to forget events that occurred in the
more distant past, so that workers surveyed in
1984 may have failed to recall some job losses
that happened in the earlier years.'In addition,
some of the losses in the later years were no
doubt due to the severe recession that began
to lift only in 1983, especially late that year. It
is not always possible, however, to distinguish
cleanly between cyclical and structural loss of
jobs, particularly when two recessions follow
back to back, as in 1980 and from mid-1981
through part of 1983. The effects on workers
of prolonged unemployment are much the
same, whether analysts eventually conclude

‘Information provided by U.S. Department of Labor, Bureau
of international Labor Affairs, from a preliminary draft report,
Michael Podgursky and Paul Swain, “Labor Market Adjustment
and Job Displacement: Evidence From the January, 1984 Dis-
placed Worker Survey,” August 1985, This study analyzed re-
sults of the BLS survey for all workers aged 20 to 61 who were
displaced from 1979 to 1983 due to plant closings, abolition of
a position or shift, or slack work, regardless of tenure on the
job. The analysis covered 9.5 million workers, considering
separately 5.8 million blue-collar workers and 3,8 million white-
collar and service workers.

’Paul Flaim, Chief, Division of Data Development and Users
Services, Bureau of Labor Statistics, letter to Julie F. Gorte,
Project Director, Office of Technology Assessment, Aug. 30,
1985.

Figure 3-1.-Number of Workers Displaced, 1979-83
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SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, unpublished data
from January 1984 survey of displaced workers.

that the unemployment was cyclical or struc-
tural. The worker in any case has to find

another job. a

According to the BLS survey, displacement
hit some groups of workers, some industries,
and some regions harder than others. Y ounger
workers fared better than older ones in finding
new jobs, men did better than women, whites
did better than Hispanics and much better than
blacks (table 3-1). Although unemployment

8For analysis and discussion of this point, see Lynn E. Browne,
“Structural Change and Dislocated Workers,” New England Eco-
nomic Review, January/February 1985.
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rates for women were lower than for men (23
v. 27 percent), reemployment of women was
much lower (53 v. 64 percent); many women,
nearly one-quarter of those displaced, dropped
out of the labor force.

The more skilled or professional a worker,
the less likely he or sheisto lose ajob, and the
more likely to find a new job after displacement.
Production workers—skilled, semiskilled, and
unskilled—lost jobs in far greater proportion
to their numbers than managers, professionals,
and technicians (figure 3-2). Moreover, 75 per-
cent of managers and professionals who lost
jobs landed on their feet, with only 17 percent
still unemployed in January 1984 (table 3-2).
Two-thirds of technicians and salesworkers
found jobs, as did more than 60 percent of
skilled blue-collar workers. Among the 1.8
million less skilled workers, including machine
operators, assemblers, and laborers, only 55
percent had jobs, and 32 percent were un-

employed. Among clerical workers, who are
largely female, 54 percent were employed, 26
percent were unemployed, and 20 percent
were out of the labor force. Service workers,
also predominantly female, showed a similar
employment pattern.

Manufacturing workers experienced job
losses far out of proportion to their numbers—
2.5 million, nearly half of all the workers dis-
placed, lost manufacturing jobs (table 3-3). This
contrasts with the 20 percent share of manu-
facturing jobs in total private nonagricultural
employment. Within manufacturing, the job
losses were skewed to durable goods, with the
biggest losses occurring in nonelectrical ma-
chinery (396,000), automobiles (224,000), and
primary metals (219,000), mostly steel. The
worst reemployment record was in primary
metals; only 46 percent in this group had found
jobs by January 1984, while 39 percent re-
mained unemployed. In the nondurable goods

Figure 3-2.—Percentage of Displaced Workers and Percentage of Labor Force, by Occupation
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Table 3-2.-Employment Status of Displaced Workers by Occupation of Lost Job, January 1984

Total Percentage Percentage Percentage not in
Occupation of lost job (in thousands)*employed unemployed labor force’
Total, 20 yearsand older . . .. ....... . ... ... ... 5,091 60.1 25.5 14.4
Managerial and professional . . .. ........... ... .. ...... 703 74.7 16.6 8.8
Technical, sales, and administrative support . . . ... ...... 1,162 60.6 211 18.3
Technicians and related support. , . .. ................ 122 67.9 25.3 6.8
Sales occupations . .............. 468 66.7 14.6 18.7
Administrative support, including clerical . . . ... ....... 572 54.1 25.5 20.5
Precision production, craft, and repair. . . . ... ........... 1,042 61.6 26.1 12.3
Mechanics and repairers . . . . ... .. ... 261 61.3 29.3 9.4
Constructiontrades. . . ......... ... .. 315 63.2 23.8 13.0
Other . . 467 60.8 25.8 134
Operators, fabricators, and laborers. . .. ................ 1,823 54.6 31.6 13.7
Machine operators, assemblers, and inspectors . . . . . .. 1,144 56.0 27.5 15.6
Transportation and material moving. . . .. ............. 324 63.8 28.7 7.5
Handlers, equipment cleaners, helpers, and laborers . . . 355 41.8 47.6 10.6
Service occUpations . . . .. .. ... 275 51.0 241 24.9

Farming, forestry, fishing . . . ...... ... ... .. ... ... ...

68 b b b

aData refer to persons with tenure of 3 or moreyears in one job, who lost or left that job between January 1979 and January 1984 because of plant closings or moves,

slack work, or the abolishment of their positions or shifts.
bpata not shown where base is less than 75, 3

SOURCE: Paul O. Flaim and Ellen Sehgal, “Displaced Workers of 1979-83: How Well Have They Fared?” Monthly Labor Review, June 1985.

sector, 212,000 textile and apparel workers lost
their jobs, as did 175,000 workers in food and
kindred products. In all manufacturing, about
59 percent of the displaced workers were re-
employed, while 27 percent remained out of
work.

The hardest hit geographical area, both in
absolute numbers of displaced workers and in
their relation to the size of the area labor force,
was the East North Central region—the States
of Ohio, Indiana, Michigan, Illinois, and Wis-
consin (figures 3-3 and 3-4 and table 3-4). In this
region, 1.2 million workers were displaced, and
only half were reemployed by January 1984,
189,000 (16 percent of the total number dis-
placed in the region and 47 percent of those
unemployed) had been out of work for more
than half a year. In the Middle Atlantic region

—New York, New Jersey, and Pennsylvania—
nearly 800,000 workers were laid off, but the
proportion of the work force affected was
smaller, and the reemployment record better.
A less publicized area with more than its share
of displaced workers was the East South Cen-
tral region—Alabama, Mississippi, Kentucky,
and Tennessee. The number of workers dis-
placed here (378,000) was smaller than in the
other two areas, but unemployment was per-
sistent; 15 percent of the displaced workers
(over half of those still unemployed in 1984)
had been jobless for 27 weeks or more. This
was nearly as high a rate of persistent unem-
ployment as in the East North Central region.

Altogether, the survey indicates that dis-
placement was a substantial and enduring
problem from 1979 1 1984.

PERSONAL COSTS OF DISPLACEMENT

Unemployment

Prolonged unemployment is the most obvious
of the personal costs borne by displaced work-
ers. These people typically remain out of work
much longer than other unemployed workers—
long enough for many to run out of unemploy-

ment insurance and to suffer serious losses in
family income.

Of the 5.1 million adult workers displaced
between 1979 and 1984,43 percent (2.2 million)
were without work for a total of at least 27
weeks during the 5 years (the weeks without
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Table 3.3.—Employment Status of Displaced Workers by Industry of Lost Job, January 1984

Total Percentage Percentage Percentage not in

Industry of lost job (in thousands)*employed unemployed labor force”
Total, 20 yearsand older . . ... ... ... ... ... . ... 5,091 60.1 255 14.4
Nonagricultural private wage and salary workers . . . . . . .. 4,700 59.8 25.8 14.4
MINING . . ..o 150 60.4 31.0 8.6
CoNStruCtion. . . .. ..o 401 55.0 30.7 14.3
Manufacturing . . . ... ... 2,483 58.5 27,4 14.1
Durablegoods . . ... ... .. 1,675 58.2 28.9 12.9
Lumber and wood products . . . .. .. .............. 81 67.9 19.1 13.0
Furniture and fixtures . . ... ... ... ... L 65
Stone, clay,andglass . . .......... ... ... ... 75 47.5 30.5 22.0
Primary metal industries . . . .................... 219 45.7 38.7 15.6
Fabricated metal products . . . ................... 173 62.0 32.2 5.8
Machinery, except electrical . . . ................. 396 62.3 27.4 10.3
Electrical machinery . .. ......... ... .. ... .. .. ... 195 48.2 34.5 17.3
Transportation equipment . . . . ... ... . ... ... ... 354 62.6 26.0 114
Automobiles . . ... 224 62.9 24.0 13.1
Other transportation equipment . . . ... ......... 130 62.1 29.4 8.5
Other durablegoods . . ........... ... .. .. 116
Nondurable goods . . . .. ... ... 808 59.1 24.2 16.7
Food and kindred products . . .. ................. 175 52.5 32.6 15.0
Textile mill products . .. ............ ... ... ... .. 80 59.8 26.2 13.9
Apparel and other finished textile . . . ... ......... 132 63.0 14.2 22.8
Paper and allied products . . . . .................. 60
Printing and publishing . . .. .................... 103 58.0 22.9 19.1
Chemical and allied products . . .. ............... 110 64.0 27.3 8.7
Rubber and miscellaneous plastics . . . ........... 100 62.8 18.3 18.8
Other . ... 49
Transportation and public utilites . . . .. .............. 336 57.9 26.8 15.3
Wholesale and retail trade . . .. ...................... 732 61.4 21.6 16.9
Wholesaletrade . . .......... ... ... ... . . ... 234 69.6 22.0 8.4
Retailtrade . . ......... ... .. . 498 57.6 21.5 20.9
Finance, insurance, and real estate . . . . .............. 93 78,5 12.4 9.1
SOIVICES .« o vttt e 506 65.0 20.5 145
Agricultural wage and salary workers . .. ....... ... . ... 100 69.9 22.9 7.2
Government WOrkers . . ......... .ot 248 63.3 18.7 18.0
aData refer to PErsONs with tenure of 3 or ... ,..S in one job, Who lost or left that job between January 1979 and January 1984 because of plant closings or moves,

slack work, or the abolishment of their positions or shifts.
bData not shown where base is less than 75,000.

SOURCE: Paul O Flaim and Ellen Sehgal, "'Displaced Workers of 1979-83: How Well Have They Fared?” Monthly Labor Review, June 1985.

work were not necessarily continuous). Nearly
one-quarter of the workers (1.2 million) were
without work for a year or more, and the
median weeks without work was 24.1 weeks
(table 3-5).°0f the 3.5 million displaced work-

9The numbers in tables 3-4 and 3-5 are not comparable. Table
3-4 refers to displaced workers who were unemployed in Janu-
ary 1984, and had been continuously unemployed for5 weeks
or less, or 27 weeks or more, at that time. Table 3-5 refers to
the total weeks without work experienced by displaced work-
ersbetween 1979 and 1984, not necessarily continuously. Also,
the terms “unemployed” and “without work” are not synon-
ymous, because the latter might include a period ofjoblessness
when workers were not looking for work, and so would be de-
fined asout of the labor force, not unemployed.

ers who received unemployment insurance,
half exhausted their benefits.

A score of studies of individual plant clos-
ings done over the past quarter of a century
supplement the information gathered in the
BLS survey of displaced workers. Wilcock and
Franke followed more than 2,600 workers in
five cities after the shutdowns of four meat-
packing plants and a laundry equipment man-
ufacturing plant in 1959 and 1960.” A year

10Rjchard c. Wilcock and W.H, Franke, Unwanted Workers:

Permanent Layoffs and Long-Term Unemployment [New Y ork:
Glencoe Free Press, 1963],
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Figure 3-3.-Regional Divisions of the United States
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after the layoffs, unemployment among these
displaced workers ranged from 22 to 65 per-
cent, largely depending on the state of the local
economy. But even in the most prosperous of
the cities sampled—Peoria, lllinois, where the
community-wide unemployment rate was below
2 percent shortly after the plant closing and
was still only 3.8 percent 1 year later—22 per-
cent of the displaced workers were out of work
a year after the layoffs. In every one of the five
cities, the unemployment rate for displaced
workers was far higher than the overall local
rate, from 6 times as high in Peoria to 12 and
13 times as high in East St. Louis, lllinois, and
Oklahoma City.

Okla

Waest
South
Central

Other case studies underscore the point that
displaced workers experience unusual and pro-
longed unemployment. Two years after the
1956 shutdown of the Packard automobile
manufacturing company, which displaced
4,000 workers, Aiken, Ferman, and Sheppard
questioned a representative sample of 260 ex-
Packard workers.” Only 45 percent had jobs.
Another 32 percent had found work at some
time during the 2 years, but were currently

1"Michael Aiken, Louis A, Ferman, and Harold L. Sheppard,
Economic Failure, Alienation, and Extremism (Ann Arbor: Ml
University of Michigan Press, 1968]. These figures apply to white
workers; 45 black workers in the Packard closing were surveyed
separately.
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Figure 3-4.— Percentage of Labor Force and Percentage of Displaced Workers,
by Region, 1984 -
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SOURCE. U.S Department of Labor, Bureau of Labor Statistics, end unpublished data; and U.S. Department of Labor, Bureau
of Labor Statistics, Employment and Eamings, various issues.

unemployed. (With no seniority in their new
jobs, they were the first to be laid off.) Twenty-
three percent had not yet found any job. At the
time of the survey, the auto industry was de-
pressed, and Michigan’s unemployment rate
was 13. s percent. The ex-Packard workers’
unemployment rate was 55 percent.”

More recently, Aronson and MacKersie
tracked workers who were displaced when
three large companies (Westinghouse, Brock-
way Motors, and GAF) closed plants in New
York State in 1976 and 1977, laying off a total
of 2,800 workers. *s Over one-fifth of the work-
ers sampled remained without jobs for a year

“lbid., p. 31 ff.

13Robert Aronson and Robert MacKersie, Economic Conse-
quences of Plant Shutdowns in New York State (Ithaca, NY: New
York State School of Industrial and Labor Relations, Cornell
University, 1980), pp. 11-12.

or more, while local unemployment rates were
between 6 and 8 percent.”

Hansen and Bentley reported on the closing
of four sugar beet processing plants in Utah,
Idaho, and Washington in 1979, in which ap-
proximately 3,000 workers were laid off.”
Surveying the displaced workers 1 to 1% years
after the shutdowns, these authors found un-
employment ranging from 19 to 42 percent at
the various sites. Overall, at the four sites 27
percent of the former sugar plant workers were

uThe reported Unemployment rate for these displaced work-
ers was higher: 31 percent for 1 year or longer after the layoffs.
However, the authors believe that this figure included some
workers who were in full-time training and should not have been
reported as unemployed. ibid., pp.33-34.

1Gary B. Hansen and Marion T. Bentley, Mobilizing Commu-
nity Resources to Cope With Plant Shutdowns: A Demonstra-
tion Project (Logan, UT: Business and Economic Development
Series, Utah State University, 1981).



Table 3-4.—Employment Status and Area of Residence in January 1984 of Displaced Workers®(in thousands)

Regional totals (in thousands)

New Middle East North West North South East South West South
Characteristic Total England Atlantic Central Central Atlantic Central Central Mountain Pacific
Total . ... 5,091 260 794 1,206 426 664 378 484 211 667
Employment status in
January 1984:
Employed . ............... 3,058 171 428 621 276 461 209 344 148 399
Unemployed. . ............ 1,299 48 225 400 96 117 113 85 33 181
Period of unemployment,
percentage of unemployed
workers:
Less than 5 weeks . . . . 22 b 24 21 13 29 17 25 b 18
27 weeks or more . . . . . 39 b 37 47 48 26 52 30 b 28
Not in labor force . . ... .... 733 41 141 185 54 85 56 55 30 86

3pata refer to persons with tenure of 3 or more years in one job, who lost or left that job between January 1979 and January 19S4 because of plant closings or moves, slackwork, or the abotishmentof their

positions or shifts.
Data not shown where base is 18SS than 75,000.

SOURCE: Paul O. Flaim and Ellen Sehgal, “Displaced Workers of 1979.83: How Well Have They Fared?” Monthly Labor Review, June 19S5.
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Table 3-5.-Displaced Workers, 1979-83: Weeks Without Work Since Job Loss (numbers in thousands)

Weeks without work since job loss

Total® Less than 5 5-26 27-52 More than 52 Median number of weeks
Total. . ................. 5,091 1,173 1,619 983 1,211 24.1
Men................... 3,328 766 1,115 644 732 21.8
Women................ 1,763 407 339 479 26.3

apata refer to Persons with tenure of 3 or more years in one job, who lost or left that job between January 1979 and January 1984 because of piant ciosings or moves,

slack work, or the abolishment of their positions or shifts,

SOURCE: Paul O Flaim and Ellen Sehgal, “Displaced Workers of 1979-83: How Well Have They Fared?” Monthly Labor Review, June 1985

out of work, 59 percent had jobs, and the rest
had dropped out of the labor market.

Hansen and Bentley discovered that neither
the local Employment Service nor anyone else
in the four communities had accurate informa-
tion about unemployment among displaced
workers after the shutdowns. Some community
leaders greatly underestimated it. Nor were
they informed about other problems the work-
ers faced. “This lack of reliable data hindered
[community] responses . . . and left unanswered
the pervasive and factually untrue assertions
that there were no problems of unemployment
or other needs. ”

Lower Pay

A second major cost of displacement is that
many workers who are reemployed take worse
jobs, at lower pay and lower status, than they
had in their old jobs. For example, after the
shutdowns of the meatpacking and laundry
equipment plants in 1959 and 1960, displaced
workers who found jobs settled for pay that
averaged 9to 41 percent less (depending on the
city) than the pay in their old jobs.” Similarly,
Dorsey’s study of workers displaced in 1961 by
a Mack truck plant closing in Plainfield, New
Jersey, showed a 40-percent drop in the wages
of reemployed workers."”

The BLS survey of displaced workers indi-
cated rather more moderate losses of earnings
(see the earlier discussion and table 3-6). As
noted above, the analysis of the BLS survey re-
sults sponsored by the Labor Department’s Bu-

wWilcock and Franke, op. cit., P. 144,

7John W. Dorsey, “The Mack Truck Case: A Study in Unem-
ployment,” Studies in the Economics of Income Maintenance,
Otto Eckstein (cd.) (Washington, DC: The Brookings Institution,
1967), pp. 202-203.

reau of International Labor Affairs (ILAB)
adjusted reemployment earnings for inflation,
and found average declines of 12 percent for
white-collar and service workers and over 15
percent for blue-collar workers.” This analysis
covered only former full-time workers who
found new full-time jobs and reported their
earnings on both the old and new jobs. It did
not take into account earnings losses of former
full-time workers who were reemployed in
part-time jobs.

The occupational group that suffered the
greatest losses in earnings were blue-collar
semiskilled and unskilled workers, including
machine operators, assemblers, and laborers.
In this group, 37 percent took pay cuts of 20
percent or more (not adjusted for inflation),
compared with 26 percent of managers and
professionals and 30 percent of workers in all
occupations (table 3-6). The ILAB study, show-
ing average reemployment earnings for occu-
pational groups adjusted for inflation, found
that professionals had only a 3-percent drop in
earnings, while the decline for managers was
much greater—16 percent. This compares with
18-percent declines in average earnings of
unskilled and semiskilled blue-collar operatives
and laborers, but only 10 percent for skilled
blue-collar craft workers.

By industry, workers displaced from durable
goods manufacturing jobs, which are generally
well paid, had the steepest drop in earnings.
As table 3-7 shows, the 980,000 workers who
formerly worked in durable goods industries,
were then displaced, and afterward found new
jobs, reported a drop in median earnings from

18Information from a preliminary draft report of the results

(Podgursky and Swain, op. cit.) was provided to OTA by the U.S.
Department of Labor, Bureau of international Labor Affairs.



Reemploying Displaced Adults

116 . Technology and Structural Unemployment:

'SB6} BUNP ‘MIA8Y JOQET AIYIUOW .(PBied ABUL BABH 1|9M MOH €8-6/6) JO SIONIOM Pade|ds|q,, ‘[eBUeS us|i3 pue wield ‘O Ineq 30HNOS

'$qo[ mau pue plo a8yl uo yioq sBuiuiee pauodas oum pue ‘qol Aiefes 10 abem BW(l-in} ® Ul PeAO|dWSal B18M OUM ‘SIESA € 1SBS| JB IO} PIeY PeY ABY) SQOf 1SO) OUM ‘SIBNIOM BLI-{|N} JBWIO} SBPNIOUlG

11843 JO JUSWYSHOGE 8y} JO ‘HIOM 3BIS ‘SBAOW o sBUISOID JueId 1O 8SNEDAA PRAL AJBNUBP DUR AJARL AJBNURP LBBMISO OO 1R 1181 10 1801 ALM

‘S}1ys 10 suopisod

‘anl ain i emwak At 1IN A 1A AnLAY hia cncad A TaAr Bana

¥t ¥ Ve g v € VN PN ................ OC_CWC UCN .%.;wOLOu .DC_C.CW&
mF ON mN QN NF mP Ov mv wOF ................................ mhwhoaw—
pue ‘siadjay ‘siauead juswdinbe ‘siajpuen
ON OO ON QO O VN Nm mm NV—. ......................... . wco_u.mQ:QUO
Buirow [euajew pue uoneuodsues |
mN OOF NN WN—. OF ON mﬂ V@F CN# ............................ W‘_O«QOQmC_
pue ‘sisjquiasse ‘siojesado sulyoepw
44 961 92 81 9l (438 L€ 19¢ eeL si8i0qe} pue ‘siojeouqe; ‘siojesedo
14 €G ve (8¢} 8L 8€ €e 04 gve e Y10
Ve 4 A 0S St %4 ve £e 0 $apel} uolldonNIsuoD
€e 82 Le 8¢ 61 |54 3 €€ (<4 S siaifedas pue sojueyos
174 €Lt (¢} 6€l ras 4] 8C 13 o o ifedsy pue ‘yesd ‘uoljonpoid uoisideid
G2 9l 8¢ 8L (¢74 el yx4 L 9 suonednooo 8dIMes
8c €S 4 29 L ce €C 114 g6t " fedsus|d Buipnjous ‘woddns sanensiuiwpy
Nmu mw VN m”,v mF NN VN NV NN—« ........................ m:o:maq_OOO wO_Nw
4 8t 92 St oL 9 ce 8L A uoddns pajejal pue sueidluyds)
4% 9€ 8¢ (V48 Sl S9 G2 901 L2y " yoddns sAnensiulwpe pue ‘sejes ‘[esiuyos |
£ Sot o¢ cot €l 14 9c 06 eve Jeuoissajoid pue B W
€€8 8¢ LLS <18 0ze oe LZ9 con‘z - .sool Aieies pue afem aim-iing 1801 BIM PN
YYSiuOwiTa ATYWIIN OUSiUOUIed J9YWIN  YUEIUGISd  JBqWINN  SDBJUSIAd  JBQUWINN gy 0day qof 1s0j jo uonedndd)

anoqe

alow Jo yuaced oz

aAoqe juadiad

02 uiyim Jo fenb3

0C uiyiim 1ng mojeg

ajow 10 jusoiad nz

jelol

1S0j QO UO sbujusesd O} SAljelas qol Juswaddejdas uo sbuiusey

(spuesnoy; u siequinu) ;uonednodQ Aq ‘sqor juswededey pue }so7 sqor

‘86 Asenuer u) sqor Aiejes pue eBem swil-|in4 BupjoH siexiom pedejdsiq jo sBujuiez—-g-¢ sjqey



Ch. 3—Worker Displacement .117

Table 3-7.—Reemployed Displaced Workers, by Selected Industry of Lost Jobs, and
Weekly Earnings on Lost Job and Job Held in January 1984°

Reemployed workers

Median weekly earnings

Industry of lost jobgn thousands) Lost job Job held in January 1984
Durable goods. . . ........... 980 $344 $273
Primary metals . . .. ....... 100 407 246
Transportation equipment . . 222 399 319
Nondurable goods . . .. ...... 493 264 254
Textile mill products . . . . . . 48 181 187
Apparel and other finished
textile products. . . ... ... 83 202 197

2Data refer to persons with tenure of 3 or more years in one job, who lost or left that job between January 1979 and January
1984 because of plant closings or moves, slack work, or the abolishment of their positions or shifts,

SOURCE: Paul O Flaim and Ellen Sehgqal, “Displaced Workers of 1979-83: How Well Have They Fared?” Month/ly Labor Review,

June 1985.

$344 per week on the old job to $273 per week
on the new one. By contrast, the much lower
median weekly earnings of textile mill work-
ers did not decline after displacement but rose
slightly from $181 to $187 per week. (These
wages are in current dollars, without adjust-
ment for inflation.)

Many displaced workers who eventually find
new jobs at wages equal to their former wages
still lose earnings over time, because they
would have received pay raises as well as
adjustments for inflation if they had been able
to keep their old jobs. Two large studies of
thousands of displaced factory workers in the
1960s and early 1970s compared the earnings
of these workers with earnings of workers who
kept their jobs in the same industries. Both
studies found substantial losses for the dis-
placed workers in the first 2 years after layoff.

Helen, Jehn, and Trost, studying 9,479 work-
ers from 42 plants that closed between 1969
and 1972, found that male workers in nine
industries lost, on the average, 24 percent of
expected earnings the first year after the plant
closed, and 14 percent the second year."The
average losses for women were 27 percent the
first year and 11 percent the second. First-year
losses for some large groups of workers (female
workers in textiles and weaving, men’s cloth-
ing, and radio and television manufacturing)
were nearly 40 percent.

wArlene Helen, Christopher Jehn, and Robert P. Trost, Earn-

ings Losses of Workers Displaced by Plant Closings (Alexandria
VA: The Public Research Institute, 1981).

After the second year, this study found that
the earnings gap between the victims of plant
closings and workers who kept their jobs
dwindled rapidly; by the third or fourth year
the losses for displaced workers were small or
negligible. In fact, the average earnings of
displaced women workers had surpassed those
of the comparison group by the fourth year.
The study concluded that the earnings losses
for workers displaced in plant closings are not
permanent, but can be large. In each of thefirst
2 years after the plant closings, earnings losses
were at least as high as 20 percent for displaced
women workers in four of the nine industries,
and for men in three.

Jacobson’s earlier study found rather more
persistent earnings losses for displaced work-
ers.” This study looked at the earnings experi-
ence of 1,024 prime-age male workers who lost
jobs (not necessarily due to plant closings)
between 1962 and 1966 in 11 diverse manufac-
turing industries. The job losers’ earnings were
compared with those of similar workers in the
same industries who kept their jobs. Two years
after layoff, the average displaced worker in
al 11 industries had lost earnings, with losses
ranging from 1 percent in television receiver
manufacturing to 47 percent in steelmaking.

*Louis S. Jacobson, “Eanings Losses of Workers Displaced
From Manufacturing Industries,” in U.S. Department of Labor,
The Impact of International Trade and Investment on Employ-
ment (Washington, DC: U.S. Government Printing Office, 1978);
Louis Jacobson and Janet Thomason, Earnings Loss Due to Dis-
placement, report prepared for the U.S. Department of Labor
(Alexandria, VA: The Public Research Institute, 1979),
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Six years afterward, severa groups of work-
ers had not yet recouped. Automobile, steel,
meatpacking, aerospace, and petroleum refin-
ing workers still had average earnings losses
of 12 to 18 percent. Generally, the losses were
greatest in better paying, strongly unionized
industries. But even workers displaced from
lower wage industries such as women'’s cloth-
ing, electronics, and shoes, had only pulled
about even. Workers displaced from two indus-
tries that faced strong foreign competition in
the 1970s (television receiver manufacturing
and cotton weaving) were substantially better
off after 6 years than the workers in the com-
parison group.

Why the two studies had different findings
on the persistence of earnings loss is not en-
tirely clear. Possibly, the greater prosperity of
the mid-1960s had the paradoxical effect of
exaggerating the earnings losses of the dis-
placed workers that Jacobson studied. Those
who kept their jobs made large wage gains
relative to the job losers, whose worklives were
interrupted. In the less prosperous 1970s, the
job keepers did not do much better than the job
losers, except for the first year or two. Both
studies did find substantial losses for most
displaced workers in the first 2 years and higher
losses in high-wage unionized industries.

The Congressiona Budget Office (CBO)
found that displaced workers generally experi-
ence long-term wage losses, and the greater
their seniority in the old job, the greater their
loss.” CBO estimated that, 2to 6 years after
displacement, workers with less than 10 years
tenure on their old jobs were earning 91 per-
cent of the wages they would have made had
they not been displaced; workers with 10 to 20
years tenure were earning 81 percent; and
those with 20 years or more tenure were earn-
ing 75 percent.

ny.s. Congress, Congressional Budget Office, Dislocated

Workers: issues and Federal Options (Washington: CBO, 1982),
pp. 13, 17-18. CBO staff calculated the wage losses based on un-
published results of a survey of 916 displaced workers in 13
States, from New England to Cdlifornia, in a variety of indus-
tries. The survey was conducted by the Institute for Policy Re-
search and Evaluation of Pennsylvania State University in 1975.

For most displaced workers, the first few
months of job loss are cushioned by unemploy-
ment insurance; some also get supplementary
unemployment benefits or severance pay from
their former employers, and some receive
specia government aid such as Trade Adjust-
ment Assistance (TAA). Despite these cush-
ions, the combined effects of unemployment
(often protracted unemployment) and lower
wages after reemployment depress the incomes
of displaced workers significantly. Rosen’s
recent study of blue-collar women workers laid
off from the clothing and electrical goods
industries in New England supports this con-
clusion. Even with a combination of unemploy-
ment insurance, TAA benefits, and reemploy-
ment within a few months, the average worker
lost 20 percent of her annual earnings in the
year following job loss.” The Aronson-MacKersie
study of displaced workersin New York State
discl osegsasimilar (18-percent) drop in family
income.

Loss of Benefits

Loss of benefits is another serious economic
burden for the displaced worker. Older work-
ers’ seniority is wiped out, which often means
loss of protection against future layoffs. Health
benefits usually stop; individual replacement
policies may cost more than twice as much.
Pension benefits suffer.

To many displaced workers, the loss of health
benefits is a most urgent concern. Of the 5. |
million adult workers displaced from 1979 to
1983,4 million—78 percent—were covered by
group health insurance on their old jobs. By
January 1984, only 65 percent were covered
under any plan, group or individual. Of those
who were unemployed, 60 percent had no cov-
erage, and 40 percent of those out of the labor
force were not covered. Among black unem-
ployed workers who were previously covered,
75 percent had no coverage at the time of the

22E]len 1. Rosen, Hobson’s Choice: Employment and Unem-
ployment Among “Blue Collar” Women Workers in New Eng-
land, report prepared for the U.S. Department of Labor, Employ-
ment and Training Administration (Boston, MA: Social Welfare

Research Ingtitute, Boston College, 1982), pp. 133-134.
zAronson and McKersie, op. cit.,p.51.
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survey. The ILAB-sponsored analysis of the
same survey examined losses of group health
insurance coverage. This study found that 70
percent of blue-collar workers had group cov-
erage on their old jobs; of those previously cov-
ered by group insurance, 42 percent had lost
it. Of white-collar and service workers, 67
percent formerly had group coverage, and 30
percent of them had lost it.”

Pension rights of displaced workers now
have some protection by law, but are by no
means completely secure. Before 1974, when
the Federal Government began to regulate pri-
vate pension plans under the Employment
Retirement Income Security Act (ERISA), dis-
placed workers could lose all their pension
rights when a company closed its doors. This
happened to the workers displaced in the
Packard shutdown in 1956, and to most of the
M assachusetts shoe workers displaced by shut-
downs in the early 1970s.” Even under ERISA,
however, workers are still likely to lose impor-
tant pension benefits in a plant closing. Most
workers cannot pick up their same pension
plans in new jobs; portable pensions that follow
the individual worker are rare, and multi-
employer pension plans cover less than one-
guarter of al participants in private plans.
Unless displaced workers are able to continue
in their same plans on new jobs, they cannot
continue to add years of service as a base for
higher retirement pay. They also lose credit for
their years of service before 1974, when ERISA
took effect. Younger workers who were on
their way to eligibility for pensions (after a
vesting period, generally 5 to 10 years) may
have to go back to zero.”

#4Information provided by U.S. Department of Labor, Bureau

of International Labor Affairs, from Podgursky and Swain, op.
cit.

23Barry Bluestone and Bennet Harrison, The Deindustrializa-

tionof America (New York: Basic Books, 1982), p. 58.

(J,s. Congress, Congressional Budget Office, Work and
Retirement: Options for Continued Employment of Older Work-
ers (Washington, DC: CBO, 1982); and U.S. Department of La
bor, Labor-Management Services Administration, What Y ou
Should Know About the Pension and Welfare Law (Washing-
ton, DC: U.S. Department of Labor, 1978),

Early Retirement

The older displaced worker who has the
option of early retirement is better off than one
who remains out of work for months or who
has no choice but to take a substantial pay cut
to get another job. Many unions have bar-
gained for early retirement as a benefit for
older workers who are permanently laid off.
Y et, for older people who are still vigorous and
eager to work at full pay, pensioning off may
be only half a loaf.

In general, for most people, retirement is
apparently a positive experience. Parries and
his associates followed a nationally represent-
ative sample of men for 15 years, from 1966
to 1981, as the men passed from middle age
into old age.” Three-fourths of those who had
retired said that retirement met or exceeded
their expectations; 70 percent said they would
retire at the same age if they had it to do over
again. The great majority also reported they
were able to get by on thelr retirement incomes.
Typically, family income was three-fifths of
what it had been the last year before retire-
ment. The major exception to the general ex-
perience of economic and psychological satis-
faction with retirement was seen among men
who had retired early because of ill health.

Despite the number and richness of studies
of retirement in general, data on early retire-
ment after displacement are scanty. Most people,
except those in ill health, retire by choice.
Whether those who retire involuntarily because
their jobs have disappeared are as satisfied as
the general run of retirees, or whether they
share the dissatisfactions of those who retired
early due to ill headlth, is not known.

Relocation

Ordinarily, no more than 10 percent of dis-
placed blue-collar workers move to new com-
munities in search of other jobs. Americans
may be mobile compared with the citizens of
other industrial democracies, but it is easy to

#’Herbert S. parries, et al., Retirement Among American Men,

report to the U.S. Department of Labor, Employment and Train-
ing Administration (Columbus, OH: Ohio State University, Cen-
ter for Human Resource Research, 1984).
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exaggerate this characteristic, In a recent 5-
year period, 47 percent of American house-
holds moved, compared with 33 percent in Ja-
pan and 38 percent in the United Kingdom, but
a relatively small number of people who moved
frequently accounted for a large proportion of
the moves in the United States. Furthermore,
half the moves took place within local areas,
only 20 percent were across a State line.”

The leaving of friends, family, and commu-
nity are serious social and psychological costs
of moving for many workers. The financia
costs can be substantial as well—e.g., selling
a house at a loss in a depressed area, finding
affordable housing in a more prosperous but
more expensive area, and, increasingly in re-
cent years, giving up a spouse’s job in a two-
income family. Socia research on why families
move suggests that most people prefer to stay
where they are. If they move, it is usually be-
cause they are pushed out by unfavorable eco-
nomic conditions, not because they are Iured
out by the promise of better jobs elsewhere.”

Of the displaced workers surveyed in 1984,
13.5 percent reported that they had moved to
a different city or county to look for work or
take a different job.” Nearly one-quarter of
those surveyed were managerial, professional,
or sales workers—groups which are ordinarily
more inclined to relocate than service or blue-
-collar workers. Under special circumstances,
such as a guaranteed job with the same com-
pany at the other end, the number of blue-collar
workers deciding to relocate may rise substan-
tially, to 20 percent or more (see chapter 6).

Mental and Physical Stress

The economic stresses of displacement take
atoll in mental and physical health. A family
with its savings wiped out after a long spell of
unemployment and with no earnings coming
in is extremely vulnerable to stress-related ill-

28Marc B, dik, “Worker Mobility in Response to a PlantClo-
sure, " Managing Plant Closings and Occupational Readjustment:
An Employer’s Guidebook, Richard P. Swigart (cd,) (Washing-
ton, DC: Nationa Center on Occupational Readjustment, Inc.,

1984), p. 40.
2*Bluestone and Harrison, op. cit., Pp. 102-104.

30Flaim and Sehgal, op. cit., p. 11.

ness. Typical of prolonged unemployment are
increases in anxiety, depression, physical ail-
ments, alcoholism, and family strife.

One of the Cleveland steelworkers dismissed
when U.S. Steel closed plants in 1984 was
acutely aware of the emotional strains ahead.
As soon as he got news of the plant closing,
he said, “I sat down with my wife and told her
I’m going to apologize in advance for the next
year. In ayear | could be like too many of my
laid-off friends, single and going to AA mest-
ings every night.”’

Cobb and Kasl found physical evidence of
stress in medical examinations of 100 blue-
-collar workers displaced in two plant closings
in the 1960s.” The displaced workers, com-
pared with 74 controls, had an increased in-
cidence of ulcers, hypertension, and arthritis.
Other findings were increased levels of choles-
terol, blood sugar, and uric acid, suggesting
increased risks of heart disease, diabetes, and
gout. Two workers in the group committed
suicide, and two others tried or threatened it.
The authors observed that the suicide rate was
30 times the national norm for blue-collar
workers, although the study numbers were too
small to be statistically significant. In followup
studies, Cobb and Kasl found that many of the
stress-related symptoms they observed dis-
appeared rather quickly. Most of the workers
found new jobs, similar in pay and status to
their old jobs, without long delays;, the average
duration of unemployment was 15 weeks. The
plant closings in this study occurred during the
prosperous 1960s when unemployment rates
were low.

Brenner found a statistical relationship be-
tween employment rates and various indica-

“Margaret Engel, “Plant's Closing Exacts a Toll on Workers'
Spirits, ” The Washington Post, Jan. 3, 1984; see also Earl Bohn,
“Steel-Plant Closing Stuns Johnstown, PA,” The Washington
Post, Jan. 3, 1984.

325jdney Cobb and Stanislas V. Kasl, “Some Medica Aspects
ofUnemﬁonment report prepared for the U.S. Department
of Health, Education, and Weltare, National institute for Oc-
cupatlonal Safety and Health, 1977; Jeanne Prial Gordus and
Sean P. McAlinden, Economic Change, Physical Iliness, Men-
tal Illness, and Social Deviance, study prepared for U.S. Con-
gress, Joint Economic Committee, Subcommittee on Economic
Goals and Intergovernmental Policy, 98th Cong., 2d sess. [Wash-
ington, DC: U.S. Government Printing Office, 1984),
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tors of health and well-being. He reported that
the 14.3-percent rise in unemployment between
1973 and 1974 was associated with 45,936
additional deaths, including 28,510 excess
deaths from heart and vascular disease, 403
homicides, 270 suicides, and 8,416 additional
mental hospital admissions .33

The emotiona costs of plant closings, though
difficult to quantify, are among the more dis-
tressing burdens borne by displaced workers.
Some feel real bereavement. Not only is their
livelihood gone, but the social center of their
lives has vanished. When the Packard plant
closed, half the displaced workers had been
with the company for a quarter century or
more. A 48-year-old machine operator who had
started at the plant when he was 19 said: “I
could have cried. It’'s like losing your home.”*

33M. Harvey Brenner, Estimating the Effects Of Economic
Change on National Health and Social Well-Being, study pre-
pared for the U.S. Congress, Joint Economic Committee, Sub-
committee on Economic Goals and Intergovernmental Policy,
98th Cong., 2d sess. (Washington, DC: U.S. Government Print-
ing Office, 1984), p. 3.

3Aijken, et al., op. cit., p. 23.

Thirty years later, textile workers in North
Carolinafelt the same way. When the Old Fort
Finishing Company shut down in 1984, a 51-
year-old veteran, who had worked in the plant
since high school, said: “It hit us al like a light-
ning bolt, or a death in the family.”*

Wilcock and Franke, in their five-city study
of plant closings, suggested that the psychologi-
cal costs may be harder to bear even than eco-
nomic hardship.

Perhaps the most serious impact of shut-
downs, particularly for the long-term unem-
ployed, was a loss of confidence and a feeling
of uneasiness . . . The unemployed worker
loses his daily association with fellow work-
ers, This loss means not only disappearance
of human relationships built up over a period
of years but also the end of a meaningful in-
stitutional relationship.”

»Bill Petersen, “Death of a Textile Plant, ” The Washington
Post, Jan. 31, 1985.
sWilcock and Franke, op. cit., pp.166,185.

THE WORKERS MOST AFFECTED

The workers hardest hit by displacement are
older workers, the less educated, the less skilled,
minorities and, in many cases, women. In
amost every survey and case study over the
past 25 years, a very strong finding is the link
between prolonged unemployment and age.”

Older Workers

When the Mack truck plant in Plainfield,
New Jersey, closed in 1961, laying off nearly
3,000 production workers, age was found to be
the most important factor in duration of un-
employment.” A study of workers displaced
by the 1964 shutdown of the Studebaker auto
plant in South Bend, Indiana, showed the same
effect; age was more strongly linked with un-

37Jeanne p. Gordus, Paul Jarley, and Louis A. Ferman, Plant
Closings and Economic Dislocation (Kaamazoo, MI: The Up-

john Institute for Employment Research, 1981), p. 81.
%Dorsey, op. Cit., pp. 196-197.

employment than race, education, skill, or any
other factor examined.”

The Wilcock and Franke five-city study found
that in each city the long-term unemployment
rate (1 year or more out of work) was twice as
high for workers 55 and over as for workers
under 35.°The study of ex-Packard workers
found that those over 60 averaged 15 months
without work, compared to 7 months for those
under 50.“In a typical comment, one of the
Packard workers said: “l went to fifteen places
for work. All they want is a young man. My
record at Packard didn't mean a thing.”*

%}, John Palen and Frank J. Fahey, “Unemployment and Reem-
ployment Success. An Analysis of the Studebaker Shutdown, ”
industrial and Labor Relations Review, January 1968.

#“Wilcock and Franke, op. cit., p. 55.

“1Aiken, et al., OP. cit., p. 31. These figures apply to white work-
ers; minority workers were analyzed separately.

4]bid., p. 33.
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Several studies have documented the greater
difficulties less educated workers face in find-
ing new jobs after displacement.” This handi-
cap is often linked with age. Older Americans,
by and large, have fewer years of schooling
than younger ones.

Although age discrimination in hiring is now
against the law, the pattern persists. The BLS
survey of displaced workers in 1984 showed
higher unemployment rates for workers aged
55 to 64 than for younger groups, with espe-
cially high rates for older men (see table 3-1).
A recent BLS study affirmed the finding. Ana-
lyzing unemployment data from 1968 to 1981,
Rones concluded that older people in general
do not have high unemployment rates, but once
they are unemployed they “are far less likely
to find a job than are their younger counter-
parts. ”* He found that the duration of unem-
ployment rises with age, and that this link is
most pronounced for older workers who per-
sist in looking for a job until they find one,
rather than dropping out of the labor market.

A senior BLS official recently gave several
examples of older well-qualified workers who
could not find work, even in fields where de-
mand is strong, for example, technical writing
in the aircraft industry. said the official: “If
you’re a male over 55 looking for a job, you're
competing with 16 to 19 year olds” for entry
level jobs such as retail sales clerk or janitor,
“Age is a terrible disease in the American job
market, ” he said.”

Some directors of retraining and reemploy-
ment programs report a different experience.
One said, “We have good luck placing older
workers, because they read and add better than
younger workers, and they know the line
employers want to hear. ” Nonetheless, even
though some employers may value older work-
ers for their reliability and stability, others con-
sider them harder to train for new tasks, and
perhaps less productive. An older worker may
also be perceived as a poor investment for

“1bid., p. 87.

“Philip L. Rones, “The Labor Market Problems of Older Work-

ers,” Monthly Labor Review, May 1983, p. 10.
sRonald Kutscher, Assistant Commissioner, J.S, Bureau of

Labor Statistics, interview, November 1983.

training, or too costly in health insurance and
pension benefits.” Well-run displaced worker
programs may indeed help older workers over-
come the age barrier; but the nationwide sur-
vey results and unemployment figures consist-
ently support the conclusion that the barrier
exists.

For middle-aged as well as older workers, the
very strengths of maturity, steadiness, and long
tenure with one employer may become weak-
nesses in the search for a job after displace-
ment. Workers with more seniority are likely
to be the last laid off in a declining industry,
and therefore may find themselves in a poor
job market after others have had a head start.
Many mature displaced workers have held only
one job in their lives and have no idea how to
look for a job effectively.

Mature workers usually find it much harder
to move away from a distressed area than do
younger workers. Many are strongly rooted by
family and community ties; if they own a home,
it may be unsalable; and they are perhaps less
adventurous than younger people about mov-
ing to an unfamiliar town with no assurance
of a job or a place to live. To many mature and
older displaced workers, the financial and psy-
chological costs of moving away are simply too
high.”

Less Skilled Workers

In general, the less skilled a worker, the
harder it is to find a new job after displace-
ment. The BLS survey found that the occupa-
tional group with the worst reemployment
experience was the unskilled handlers, equip-
ment cleaners, helpers, and laborers (see table
3-2). Only 42 percent of these displaced work-
ers were employed in January 1984, while 47
percent remained unemployed; this compares
with 60 percent employment and 26 percent

*Gordus, et al., op. cit.,, p.

“’Marc Bendick, Jr., and ]udxth Radlinski Devine, ‘Workers
Dislocated by Economic Change: Do They Need Federal Em-
ployment and Training Assistance?” Appendix B in National
Commission for Employment Policy, Seventh Annua Report:
The Federal Interest in Employment and Training (Washington,
DC: National Commission for Employment Policy, 1981), p. 204;
and Hansen and Bentley, op. cit., p. 150.
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unemployment for the entire group of 5.1 mil-
lion adult workers displaced from their jobs in
the 5 years up to 1984.

According to some case studies, semiskilled
workers have special difficulties in finding new
jobs, Years of experience in one job may give
a worker well-honed skills that are not trans-
ferable; this seems especially true of semi-
skilled operatives in manufacturing industries.
For example, Dorsey’s study of the dislocated
Mack truck workers discovered that skilled
workers had no trouble finding jobs; in a sam-
ple taken 10 months after the plant closed, all
the skilled workers were reemployed, com-
pared with a 70-percent reemployment rate for
all the ex-Mack workers.”Unskilled workers
were next most successful in finding new jobs.
The semiskilled, the largest group laid off, were
least successful. Their speed and efficiency in
running their own particular machines in the
Mack plant were not versatile enough skills to
be valuable in new jobs; if they found work it
was at pay substantially less than their previ-
ous wages.

Minorities

As table 3-1 showed, minority workers are
at a disadvantage in finding new jobs after
displacement. Forty-one percent of black dis-
placed workers were unemployed in January
1984. Hispanic workers, somewhat better off
at an unemployment rate of 34 percent, were
also more likely to be jobless than white dis-
placed workers (23 percent unemployed).

Case studies of the past show there has been
little change in the pattern. Nineteen months
after the Packard company closed down in
1956, almost 40 percent of its displaced black
workers were unemployed, compared with
one-quarter of the white workers.”Wilcock
and Franke found in their five-city study (19wl-
60) that unemployment was especially severe
among blacks, even though they were younger
and about as well educated as whites; that
when the black workers found new jobs they
took bigger pay cuts than whites; and that after

48 Dorsey, op. cit., P-201.
s Aiken, et al., op. cit., p. 133.

retraining they were less likely than whites to
find jobs using the skills they had learned.” The
discrepancies were large. For example, in East
St. Louis 85 percent of blacks were unem-
ployed for 6 months or more, compared with
61 percent of whites,

Women Workers

One-third of the adult workers displaced
from their jobs between 1979 and 1984 were
women. In some situations, the effects of dis-
placement are harsher for women than for
men. In others, their experiences may simply
be different,

The BLS survey found that the unemploy-
ment rate for women workers was somewhat
below that for men, but the reemployment rate
for women was markedly lower (table 3-1). The
difference lay in the fact that many more wom-
en—24 percent for women v. 9 percent for men
—were out of the labor force at the time of the
survey. How many of these women stopped
looking for work by choice or retirement, and
how many out of discouragement, was not re-
vealed by the survey. The period of time with-
out a job was also longer for women than for
men, 26 v. 22 weeks (table 3-5); again, it is not
clear whether some women were out of the la-
bor force by choice during at least part of that
time.

Case studies shed further light on women
workers’ experience of displacement. The old-
er studies, dating from the 1960s, showed
women at a great disadvantage in rates and
duration of unemployment and in wage losses
on getting new jobs.” In some cases, unem-
ployment rates among women were almost
three times the rates for men.” In plant clos-
ings where both men and women were laid off,
and both had made about the same wages
before layoff, reemployment wages were typi-
cally one-third lower for the women than for
men.*

soWilcock and Franke, op. cit.,, Pp. 53-54.
s1Gordus, et al., op. cit., pp. 89-90.
s2Herbert Hammerman, “Five Case Studies of Displaced Work-

ers,” Monthly Labor Review, June 1964, pp. 663-690.
53Wilcock and Franke, op. cit., pp.144-145.
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Recent experience is somewhat more mixed.
A study of men and women workers who lost
their jobs when a Pennsylvania thermostat con-
trol factory closed in 1981 found a continued
disadvantage for women.”Both men and
women had very high unemployment rates and
great earnings losses, but the women were in
worse straits. Fifteen months after the plant
closed, 42 percent of the men were out of work,
and 59 percent of the women. The reemployed
men were making only 40 percent, and the
women 30 percent, of their former earnings,
which had been at the relatively low wage of
$6 per hour. Formerly full-time workers, many
of them worked only sporadically or part time
after displacement, which accounts in part for
their very low earnings.

Rosen’s study of New England blue-collar
women displaced in 1979 showed rather dif-
ferent results. Five to nine months after they
were laid off from their factory jobs (mainly
in the apparel and electrical goods industries),
59 percent of the women were back at work,
24 percent were unemployed, 2 percent were
“discouraged” and had given up looking for
work, and 13 percent were out of the labor
force.” Wage reductions for the reemployed
workers were minor, about 2 percent. This
small loss compares favorably with the earn-
ings losses of male factory workers reported
in other case studies.

Behind this comparison, however, lie some
revealing figures. While their wage losses on
the new jobs were slight, these women did not
have a great deal to lose; their wages before lay-
off averaged $4.36 per hour, while the average
U.S. manufacturing wage in 1979 was $6.70
per hour. The higher a woman’s wages before
layoff, the greater was her wage loss. This
study also indicated that repeated layoffs erode
earning power; the best predictor of low wages

54 kay A. Snyder and Thomas C. Nowak, “Sex Differences
the Impact of a Plant Shutdown: The Case of Robertshaw Con-
trols,” Sociology Toward the Year 2000: The Social Galaxy,
Charles Babbitt (cd.) (Harrisburg, PA: Pennsylvania Sociologi-

cal Society, 1983), pp. 228-239. .
55Rosen¥0p.cit.,p‘?g3; see aso Ellen 1. Rosen, “Men and
Women: The Dilemmas of Unemployment,” report prepared for
the U.S. Department of Labor, Employment and Training
Administration [Boston, MA: Boston University and Nichols Col-

lege, Center for Applied Social Science, n.d.).

in

for the women job losers was the number of
layoffs they had experienced in the past 10
years.

Despite their low wages, the women Rosen
studied were earning more than pin money.
Over 40 percent were the primary earners in
their families, and of these, two-thirds were
unmarried heads of households. Even the
married women whose husbands had full-time
jobs contributed, on average, more than one-
third of their family incomes.

For the whole group, incomes dropped an
average of 20 percent the year of the job loss,
mainly because of the lost time at work; this
was a het loss, taking into account unemploy-
ment insurance and transfer payments such as
TAA benefits. One-third of those who were
single heads of families dropped below the pov-
erty line during the year they lost their jobs.

The “Handicap of Affluence”

Displacement is a leveling experience. The
workers who lose the most are generally those
who held the best jobs, with good pay, generous
benefits, and job security in strongly unionized
industries. *To “affluent” displaced workers,
such as former steel and auto workers, the
wages in available new jobs may look far less
than adequate to meet their obligations.

A reemployment center in the Buffalo area,
for example, was able to help 523 of 798 people
enrolled in the program find jobs between
September 1982 and September 1983; about
half those enrolled were displaced steelwork-
ers.” The center’s 66-percent placement rate
was more than respectable in this hard-hit steel,
auto, and chemicals manufacturing region,
where unemployment reached 15.2 percent in
November 1982. However, the workers who
got new jobs had to take very substantial pay
cuts, dropping on average from $10.00 per hour

ssJacobson’s studies O displacement in several manufactur-
ing industries, based on 1 percent of Socia Security records,
confirm this observation, See Jacobson, op. cit.; and Jacobson
and Thomason, op. cit.

L. M. Wright, Jr., “Case Study: Buffalo Worker Reemployment
Center,” report prepared for the U.S. Department of Labor, Em-
ployment and Training Administration (Princeton, NJ: Mathe-
matica Policy Research, Inc., 1985), p. 50.
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to $6.62 per hour, or 34 percent below the pre-
vious average wage for these workers and 24
percent below the national average manufac-
turing wage, then $8.73 per hour.

In other places, in better economic times, the
decline in wages has been less severe. For in-
stance, the Downriver Community Conference,
a reemployment center near Detroit, placed 72
percent of 700 participating workers (displaced
from the auto supply industry) between July
1980 and September 1981,*On average, these
workers took a pay cut of about $1 per hour,
dropping from a wage of $9.29 per hour before
layoff to $8.20 on the new job. (In real terms
the drop was greater, since the inflation rate
was then about 12 percent,) The experience of
comparable workers displaced from similar
plants indicated that, without the assistance of
the Downriver program, reemployment wages
would have ranged from $5.50 to $6.50 per
hour. The average manufacturing wage at the
time was $7.50.

Some displaced workers hold out for a long
time, getting by on savings, unemployment
insurance, and earnings of other family
members, before they settle for a job that means
a steep drop in earnings. For workers who have
been through layoffs in the past and then have
been recalled, hope that the plant will reopen

8D, Alton Smith, Jane Kulik, with Ernst W. Stromsdorfer, The
Downriver Community Conference Economic Readjustment
Activity Program: Impact Findings From the First Phase of Oper-
ations, report prepared for the U.S. Department of Labor, Em-
ployment and Training Administration (Cambridge, MA: Abt
Associates, Inc., 1983), pp. 1-8.

SOCIAL COSTS OF

Whole communities, or whole regions, can
be badly hurt by the loss of an important plant
or the decline of an industry. Many old New
England mill towns had not recovered a gen-
eration after losing textile plants to the South
in the 1940s and 1950s. The Appalachian coal
region, never prosperous, was crushed eco-
nomically by the loss of 300,000 coal mining
jobs from 1948 to 1968.

Plant closings and massive layoffs have rip-
ple effects, The first wave hits the displaced

dies hard. This resistance to taking a lesser job
has been termed a “handicap of affluence” and
an impediment to reemployment. “The more
attractive the previous job, the more tempted
a dislocated worker is to remain unemployed
waiting for even a remote chance to return to
that job.”*

The question may arise whether a sharp drop
in the earnings of a formerly well-paid worker,
unfortunate as that may be for the individual
involved, should rightly be considered a prob-
lem for public policy. Framed this way, how-
ever, the question misses the point that it is
unjust and unwise to expect displaced work-
ers to bear the whole burden of displacement.
For a mature, experienced worker to have to
start over at the bottom of the economic ladder
is definitely a heavy burden. This does not
imply that displaced workers have a lifetime
right to the wages they were earning before
displacement, or that society must offer such
a guarantee. The point is rather that many
displaced workers need assistance in searching
for, or retraining for, a new job with reason-
able pay and prospects for security or advance-
ment. It is in society’s interest as much as the
individual’s to make sure that assistance is
forthcoming. Failure to do so invites resistance
to the technological advance and other changes
that keep U.S. industry productive and com-
petitive.

ssBendick and Devine, OP. Cit., P. 204; see also Linda LeGrande,

U.S. Congress, Congressional Research Service, “Dislocated
Workers: An Analysis, " 1983, p. 22.

DISPLACEMENT

workers themselves; the second wave, sup-
pliers for the plant that closed down and shops
that the workers patronized; the third wave, the
community, which once collected taxes from
the plant, the workers, and the suppliers and
shops they kept in business.” often these

soSuppliers and their employees may in some cases suffer dis-

placement effects before the primary industry. Companies un-
der competitive pressure may try to cut costs by buying parts
and subassemblies overseas or perhaps from new domestic sup-
pliers in low-wage areas,
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communities are pressed to provide extra
social services and welfare from a shrunken
tax base.

If the local economy is expanding, the ripple
effects of layoffs may dissipate quickly. Indeed,
research on business closures indicates that the
most prosperous parts of the country have the
highest rates of closings—and of employment
loss—but also have the highest rates of employ-
ment gains, which more than compensate for
the job losses.” It is in areas of economic
stagnation or decline that plant closings and
mass layoffs can deliver a crippling blow to
communities.

Systematic studies of the effects of plant
closings and mass layoffs on communities are
not available, but useful information can be
found in a handful of individual case studies.
Community effects are perhaps most clearly
evident in an isolated company town. Con-
sider, for example, the case of Anaconda,
Montana.”For 75 years, the economic base of
this town of 12,000 people was the Anaconda
Copper and Mining Company’s smelter. It
directly employed 1,500 people, 1,000 from
Anaconda and 500 from neighboring Great
Falls. In 1980, Atlantic Richfield, which had
purchased Anaconda Copper and Mining a
few years earlier, closed down the smelter. Ulti-
mately, the loss of the smelter and the ripple
effects from its closing meant the loss of $42
million in annual payroll in a county where the
payroll from all sources was only $51 million.

In the immediate aftermath, local businesses
were as much affected as the smelter workers.
The town’s Chevrolet dealer told a Los Angeles
Times reporter: “The businessmen are getting
the brunt of it right now. They gave [the smelter
workers] $3,500 in severance pay—I got caught
with $500,000 in cars.” Thirty-six businesses

*:Candee Harris, “The Magnitude of Job Loss From Plant clos-
ings and the Generation of Replacement Jobs: Some Recent Evi-
dence,” The Annals of the American Academy of Political and
Social Science, vol. 475, September 1984, .

e2Bij]l Curry, “‘Smelter Closing Gives Cash Registers a Hollow
Ring,” Los Angeles Times, Jan. 11, 1981; see also Curry, “Town
Loses Its Payroll But Finds a Will to Survive, ” Los Angeles
Times, Apr. 5, 1981, both cited in Bluestone and Harrison, The
Deindustrialization of America, op. cit.,, pp. 70-71.

in the town laid off 20 percent of their employ-
ees, and one-fourth anticipated further layoffs.
Some owners, who had expected their busi-
nesses to give them a comfortable retirement,
went bankrupt. As for the smelter workers, a
few took early retirement. Some left town, sell-
ing their houses for little more than half the
purchase price.

Emotional trauma was roughly indicated by
a few statistics. Visits to the Alcohol Service
Center increased 52 percent, the number of
people seeking drug counseling increased 50
percent, and admissions to the Mental Health
Center rose 62 percent.

Ripple effects can be very extensive when
industries that are central to a region’s econ-
omy undergo decline. The fortunes of the auto
industry, for instance, affect a wide network
of other industries. The U.S. Department of La-
bor estimates that for every 100 jobs lost in the
motor vehicle industry, another 105 jobs are
lost in the direct supplier network, which
includes steel, ferrous castings, aluminum,
synthetic rubber, glass, plastics, and textiles.
Bluestone and Harrison estimate that still
another 95 jobs may be lost in more remote
industries (e.g., iron ore mining) and in trans-
portation, warehousing, and wholesale and
retail trade. Altogether, then, if 1,000 auto
workers are laid off permanently, as many as
another 2,000 jobs might be lost.”

Such estimates must be taken with caution,
however. The multipliers used for estimating
ripple effects (positive or negative) of business
expansions and contractions are derived from
input-output models. The models, though highly
complex, still tend to simplify the real world.
Their quantitative projections may be quite off
the mark in specific cases. For example, when
the Lykes Corporation shut down the Campbell
Works plant of Youngstown Sheet and Tube
in September 1977, various studies by local and
State agencies projected that job losses in the
Youngstown area would eventually affect 4,000

3Bluestone and Harrison, Op. cit., P. 74. These calculations

were made for gobs lost because of lowered production. The ra-
tio might be different for jobs lost because of increased produc-
tivity.
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to 14,000 additional workers.” Many people
feared that the Campbell Works closing would
deal a mortal blow to the community.

What actually happened was that employ-
ment in the Youngstown area declined only
slightly in the year after the closing. The na-
tional economy was booming, with a 4.1 per-
cent increase for the year in nonagricultural
jobs; the State of Ohio enjoyed a modest share
in the boom, with a 2.1-percent expansion in
jobs; and the decrease of jobs in Youngstown
was small (1.4 percent). In this prosperous year,
the local General Motors plant raised produc-
tion, making up some of the loss in manufac-
turing jobs for the plant closing, and employ-
ment in retail trade rose. Two more local
factors also helped to expand retail jobs: the
laid-off steelworkers got liberal TAA benefits,
and Youngstown grew as a retail center for
neighboring counties in Ohio and Pennsylvania.

Nonetheless, the apprehension that the Camp-
bell works closing would hurt Youngstown was
not mistaken. Buss and Redburn, studying the
area 2 years afterwards, concluded that if the
plant had not shut down, Youngstown would

sTerry F. Buss and F. Stevens Redburn, Shutdownat Youngs-
town: Public Policy for Mass Unemployment (Albany, NY: State
University of New York Press, 1983).

have shared fully in the national prosperity
rather than struggling to stay even. They esti-
mated that nonagricultural employment would
have risen 2.5 to 4 percent instead of declining
1.4 percent. Moreover, the local economy suf-
fered a loss in purchasing power; the retail jobs
that supplanted manufacturing jobs in 1977
and 1978 paid less than $5 per hour on the
average, compared to the typical manufactur-
ing wage of $10 per hour.*The town of Camp-
bell, where the plant was located, experienced
a drastic shrinkage of its tax base. Even though
property taxes were raised, the town still had
to borrow $750,000 from the State to keep the
schoolrooms open.”

In January 1980, Youngstown’s weakened
economy received another shock when U.S.
Steel closed its Youngstown works, laying off
13,000 workers. Five and one-half years later,
Youngstown had not recovered. In July 1985,
the national unemployment rate (civilian, not
seasonally adjusted) was 7.3 percent; for Ohio,
it was 9.3 percent; and for the Youngstown
metropolitan area, 11.3 percent.

%s[bid.

%Ohio AFL-CIO, “Plant Closings in Campbell Force Higher
Taxes, " News and Views, Feb. 29, 1980, cited in Bluestone and
Harrison, op. cit,, pp. 73-74.

REGIONAL AND OCCUPATIONAL MISMATCHES

The Youngstown experience, indeed the eco-
nomic state of much of the Northeast-Midwest
frostbelt, highlights the importance of local and
regional effects in the displacement of work-
ers. While aggregate U.S. employment in the
manufacturing industries was roughly un-
changed from 1973 to 1980 (at slightly over 20
million workers),” manufacturing jobs dropped
10 to 17 percent in New York, Ohio, and Mich-
igan. New York and Ohio each lost over 150,000
manufacturing jobs; Michigan lost more than
200,000. While some workers relocated to
Texas, California, and other growing areas,

8’U.S. manufacturing employment dropped from 21.0 million
in 1979 to 19.4 million in August 1985.

most did not. The consequence of the regional
shifts in manufacturing jobs was persistent
double-digit unemployment in much of the in-
dustrial Northeast.

Nationwide data on plant closings are limited
and unsatisfactory (see box 3-A), but the best
available information shows a similar but more
complex regional picture. It appears that re-
gions winning jobs between 1976 and 1982 had
higher rates of job loss from dissolution of
businesses than regions where unemployment
rose, but the winning regions more than com-
pensated with exceptionally high rates of job
generation. The converse was-also true. ‘As
table 3-8 shows, the Middle Atlantic and East
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down over alon?(time_before officially and permanently closing, so that the figures cited for average
number of workers displaced are most likely too low. -

Nationwide estimates of plant closings and displaced workers derived from proxy data are much
higher than those based on press accounts. Several analysts have based plant-closing estimates on
Dun & Bradstreet’s market indicator files, which are kept current for over 5 million business estab-
lishments (defined as the specific locations wher e business activities take place). By following changes
in the files from year to year, researchers can track the number of business establishments that have
0ﬁened, closed, or relocated (assuming the establishment keeps its same name and file number);
changesin the number of employees at each establishment can also be followed.

The Dun & Bradstreet data are not compiled for the purpose of counting plant closings, and present
problems when used for that purpose. For example, multi-establishment firms do not always list all
their branches or subsidiaries. If one of these shuts down, the event is not recorded as a plant close-
ing. On the other hand, a merﬂer, acquisition or divestiture of a particular establisnment could be
recorded as a plant closing, when all that actually happened was a change in plant management.
One objective of the GAO study of plant closings is to check the accuracy of the Dun & Bradstreet
data asa proxy for a direct count.

Following Dun & Bradstreet data from 1976 to 1982, arecent study sponsored by the U.S. Small
Business Administration concluded that 24.8 million jobs were lost during the period in business
dissolutions.*Some 16.2 million jobs were lost due to “plant closings,” defined as dissolutions of
establishmentsin firmswith 100 or more employees. The remainder, 8 .6 m|II|on#0bSIost in dissolu-
tions of smaller firmsor branches of firms, was considered " turnover,” These figuresreflect only
jobslost, not jobs created during the same time. According to the same study, job creation exceeded

job losses throughout the period, though just barely in the 2 years from 1980 to 1982.

“Candee Harris, “The M agnitudeof Job Loss From Plant Closings and the Generation of Replacement JODS: Some RecentEvidence,” The
Annals of the American Academy of Political and Social Science, vol. 475, September 1984.

Table 3-8.—Employment Loss in Closings and Job Replacement Rates:
All Industries by Region, 1976-82

Employment loss in closings®

Region Number (in thousands) Percent’ Replacement rates’
New England . . ......... 872 28.8 1.49
Middle Atlantic . . . ... ... 2,696 29.6 1.17
East North Central . . . . .. 3,077 29.7 1.23
West North Central . . . . .. 958 29.2 1.68
South Atlantic . . .. ...... 2,639 35.9 151
East South Central . . . . .. 947 34.0 1.29
West South Central. . . . .. 1,808 38.0 1.93
Mountain. . ............. 688 40.2 2.15
Pacific................. 2,512 41.2 1.70
US.total .. ........... 16,177 334 1.50

aClInsinos in firms with 100 or more emgloyees.
Employmentloss as a percentage of 1976 employment.

CThe replacement rate measures the number of jobs created for each job fostinclosings.

SOURCE: Candee Harris, “The Magnitude of Job Loss From Plant Closings and the Generation of Replacement Jobs: Some
Recent Evidence, " The Annals of the American Academy of Politica/ and Social Science, vol. 475, September 1964.



130 . Technology and Structural Unemployment: Reemploying Displaced Adults

North Central regions lost jobs due to plant
closings at rates lower than the national aver-
age, but their job replacement rates were even
lower. The East South Central region, where
the job loss rate was a little above average, also
had a poor record in job creation. All three of
these regions had large numbers of displaced
workers in 1984.

Another source of mismatch between jobless
workers and jobs is the shift of manufacturing
jobs from the older smokestack industries into
faster growing high-technology industries
where wages for production (blue-collar) work-
ers are usually lower than the average manu-
facturing wage.” Many of the jobs that are
most visibly declining—e.g., in steelmaking—
pay considerably more than the average man-
ufacturing wage. There are other differences
besides the wage gap. Not surprisingly, the
proportion of women and nonunionized work-
ers is greater in production jobs in the newer,
faster growing high-technology industries.
Altogether, the new jobs being created in man-
ufacturing often do not fit very well with those
that are disappearing.

Table 3-9 compares wages for production
workers in five manufacturing industries in
which overal employment grew 24 percent
between 1979 and 1984 with wages in five
industries where employment shrank 24 per-
cent during the same time, and is projected to
decline further by 1995. In the fast growth
industries, wages in July 1985 averaged $8.19
to $10.06 per hour; in the slower growth or
declining industries, $10.90 to $13.82 per hour.

*The high-technology sector is defined in various ways. De-
pending on the definition, employment in the sector varied from
2,510 12,6 millionin 1980, and increased by 20 to 40 percent
from 1972 to 1982. See ch. 4 for further discussion.

The average manufacturing wage at that time
was $9.52 per hour.

High-technology manufacturing industries
probably will create no more than a minor
share of the new jobs in the U.S. economy in
the next 10 or 20 years. The greatest growth
will almost certainly come, asit has for the last
40 years, in the service-producing sector of our
economy, which now accounts for 72 percent
of al U.S. jobs. The shift to the service sector
has recently accelerated. From 1960 to 1979,
the United States gained some 6 million jobs
in the goods-producing sector, of which 4.2
million were in manufacturing; in the same
period 29.6 million jobs were added in the
service-producing sector.” From 1979 to mid-
1985, the Nation lost 1.6 million jobs in manu-
facturing, while adding 9.6 million in the serv-
ice industries. Considering that half the 5.1
million workers displaced from their jobs since
1979 were in manufacturing, the extent of the
mismatch between the old jobs and the new
jobs is evident.

Service sector jobs are not aways inferior
jobs.”Many low-paying service jobs have re-

*Employment and Earnings, September 1985, table B-1. The
jobs are those of employees on nonagricultural payrolls.

7The broadest definition of service sector includes everything
but the goods-producing industries (agriculture, mining, con-
struction, and manufacturing). It encompasses transportation,
communication, public utilities, wholesale and retail trade, fi-
nance, insurance, real estate, other personal and business serv-
ices, and government. Analyses of jobs in the service sector are
usually based on data that classify jobs by industry. Another way
of looking at jobs is by occupational category; e.g., “clerical
worker, ” which is essentially the same job in a bank as in an
auto assembly plant. The occupational category “service worker”
must be distinguished from “workers in the service industries. ”
The occupational category refers to workers such as janitors,
cooks, waiters, hotel maids, food service workers, and health
service workers. Most of these workers are employed in the
service sector, but some are in other sectors such as manufac-
turing.

Table 3=9.-Average Hourly Earnings of Production Workers in Selected Manufacturing industries, July 1985°

Average hourly

Average hourly

Slow growth industries 1979-95 earnings Fast growth industries 1979-95 earnings
Blast furnaces and basic steel products . . $13.51 Office and computing machines . . . . ... .. $9.52
Primary nonferrous metals . . . ........... 13.82 Electronic components and accessories . . 8.28
Nonferrous rolling and drawing . . . .. ... .. 11.10 Engineering and scientific instruments . . . 10.06
Motor vehicles and equipment . . . .. ... .. 13.37 Measuring and controlling devices . . . . . .. 8.93
Farm machinery and equipment . . . ... ... 10.90 Medical instruments and supplies . . . . . .. 8.19

aBenefits are not included in earnings figures.

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, September 1985, table C-2.
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placed still lower paying agricultural and la-
borer jobs. Also, not all manufacturing jobs are
good jobs. For example, the average wage for
production workers in apparel in mid-1985 was
$5.69 per hour, compared with $9.52 for all
manufacturing and $8.54 for the entire private
sector. Moreover, the service sector is broad
enough to include occupations from corpora-
tion lawyer to restaurant dishwasher. Some
parts of the service sector—e.g., transportation
and public utilities—pay above-average wages
to nonsupervisory workers ($11.38 per hour in
1985). The categories with most employees,
however, pay below-average wages (e.g., $5.92
per hour in retail trade and $7.86 per hour in
the catchall “services” category). Overall,
service sector wages—$7.73 per hour in 1985
for nonsupervisory workers—are substantially
lower than the $9.52 average wage for produc-
tion workers in manufacturing.”

"1Data on wages of production workers in manufacturing and
service industries are from Employment and Earnings, Septem-
ber 1985. The overall service sector wage is a weighted aver-
age, calculated from earnings and employment in the various
categories of service industries,

According to the Bureau of Labor Statistics,
the 10 occupations expected to produce the
most new jobs by 1995 are quite traditional
ones, al in the service sector, that aready
account for millions of jobs in our economy .72
For at least 5 of the top 10, pay and prestige
are low: janitors and cleaners, cashiers, waiters
and waitresses, nursing aides and orderlies,
and retail salespersons.. Another 2 of the 10—
registered nurses and kindergarten and ele-
mentary teachers—are jobs held principally by
women where mediocre pay often does not
match the demanding responsibilities. The
other 3 in the top lo—truck drivers, wholesale
trade salesworkers, and accountants and au-
ditors—are relatively well-paid jobs often held
by men. Only one of these three (truck drivers)
is a blue-collar job.”

»221J, S. Department of Labor, Bureau of Labor Statistics, “Nine

Out of 10 New Jobs Projected to be in Service Industries, " news
release, USDL 85-478, Nov. 7, 1985.

3See ch. 4 for further discussion of the jobs being created in
the U.S. economy, and the differences in character and pay from
the jobs that are disappearing in the restructuring of American
industry.

IS THERE A MISSING MIDDLE?

The changing character of jobs in the U.S.
economy is one element of the argument, made
by some analysts, that the American middle
class is eroding.” Displacement of well-paid
blue-collar workers from the older, unionized
smokestack industries, and replacement of
those jobs by jobs paying considerably less, are
seen as causes of the “declining middle.” Other
analysts see no evidence of any such long-term
trend, and believe that if earnings or family
incomes did show a tendency to polarize dur-
ing the last 10 or 15 years (a point on which

sSee, for example, Barry Bluestone, ‘1 ndustrial Dislocation
and Its Implications for Public Policy, " paper prepared for the
Third Annual Policy Forum on Employability Development,
Washington, DC, 1983; Bob Kuttner, “The Declining Middle”
The Atlantic Monthly, July 1983; Thomas M, Stanback, Jr.,
“Work Force Trends,” in National Academy of Engineering, The
Long Term Impact of Technology on Employment and Unem-
ployment (Washington, DC: National Academy Press, 1983);
Lester Thurow, “The Disappearance of the Middle Class,” The
New York Times, Feb. 5 1984.

there is some disagreement), the main factors
were demographic and temporary.”

The evidence on whether there has been a
shift in earnings away from the middle is con-
flicting. Lawrence, for example, found that full-
time workers earning a “middle-income” wage
of $13,000 to $26,000 (in 1983 dollars) con-
stituted 50 percent of the work force in 1969
but dropped to 46 percent in 1983, with 3 per-
cent falling into the lower class group and 1
percent rising into the upper class group.”

7See, for example, Sar Levitan and Peter E.Carlson, “Middle-
Class Shrinkage?’ Across the Board, October 1984; “The Myth
of the Vanishing Middle Class, " Business Week, July 9, 1984,
pp. 83-86; Robert J. Samuelson, “Middle-Class Media Myth,” Na
tiona Journal, Dec. 31, 1983. For a summary of both views, see
Victor F. Zonana, “Is the U.S. Middle Class Shrinking Alarm-
ingly? Economists Are Split, " Wall Street journal, June 20, 1984.

7sRobert Z. Lawrence, “‘Sectoral Shifts and the Size of the Mid-
dle Class,” The Brookings Review, Fall 1984. The drop in middle-
class earnings was confined to males, 56 percent of male work-
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Thurow found the same tendency in household
incomes. If a middle-class household is defined
as one whose income is between 75 and 125
percent of the median ($15,000 to $25,000 in
1982), the middle class shrank from 28.2 per-
cent of households in 1967 to 23.7 percent in
1982. About half of those households changing
status fell below the middle class, and half rose
above it.” Rosenthal, analyzing pay data for
416 occupations, found no evidence of work-
ers dropping from the middle. He found vir-
tually the same proportion of workers in mid-
dle-income occupations (paying about $14,200
to $20,000 in 1982) in 1982 asin 1973.” Some
of the disagreements in findings among these
authors are due to differences in definition of
the middle class, or differences in the time
period chosen for analysis.

Those who are skeptical that the middle class
is shrinking attribute any perceived declines
in earnings or family incomes to the entrance
of millions of baby boomers into the work force
in recent years, thus swelling the ranks of low-
income households. Another explanation of
apparent shifts in household incomes is the

ers were in the middle range in 1969, 47 percent in 1982, with
most of the excess dropping into the lower earnings group. Fe-
male workers with middle-class earnings increased from 39 to
44 percent. Lawrence attributed most of the drop in the male
worker middle class to entrance of the inexperienced baby boom
generation into the job market.

77Lester C, Thurow, op. cit.

»Neal Rosenthal,“The Shrinking Middle Class: Myth or Re-

aity?" Monthly Labor Review, March 1985.

increasing number of women in the work
force. While women with working husbands
and more education boost family incomes,
those who are less educated or are single
parents add to the number of low-income
families.

Some analysts point to several factors that
together may be responsible for a decline in the
middle class since the end of the 1960s. higher
unemployment, more single-person households,
more two-earner families, the baby boom ef-
fect, and the changing industrial and job struc-
ture of the economy.” These analysts do not
expect the shrinkage of the middle class to
continue, but neither do they think the losses
of the past few years will be reversed.

So far, the thesis of the declining middle may
be judged not proven (to borrow the noncom-
mittal verdict available to Scottish juries). If the
thesis ultimately proves correct, if the techno-
logical gains that raise productivity and bene-
fit society, but displace workers, do not come
back to enrich and enlarge a middle class of
well-paid workers, American society as a
whole will be the loser. The healthy market that
supports American business could decline, and
the optimism and sense of fairness which are
the basis for social harmony could be seriously
damaged.

sMcKinley 1.. Blackburn and David E. Bloom, “What |s Hap-
pening to the Middle Class?” American Demographics, Janu-
ary 1985.
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Figure 4-1 —Labor Force and Employment in the United States, 1940=84
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crease it in hard times when jobs are scarce
and adjustment is more difficult for those
displaced—assuming that funding is adequate
to begin with. (See ch. 5 or further discussion
of this point.) But a better understanding of the
relation between economic growth, job losses
and creation, and displacement may help to
steer a steadier course in responding to the
problems of worker displacement.

Causes of Displacement:
Technological Change

Technology has changed worklives for cen-
turies, first enabling agriculture to support
larger populations than hunting and gathering
could do and later liberating people from sub-
sistence agriculture. In the 20th century, tech-
nology has largely replaced human labor on

farms in industrialized countries. Increasingly,
it is replacing some of the more dangerous,
onerous, and repetitive tasks in manufacturing
and services. Electronic technologies are now
also helping with routine mental tasks, includ-
ing manipulating figures and spelling.

These changes have naturally brought about
displacement, some of it far from painless. In
1811, after England had been at war with France
for nearly20 years, the skilled knitters of Not-
tinghamshire faced soaring food prices, slug-
gish trade because of the French and English
blockades, lowered wages, and loss of jobs to
new machinery and cheap child labor, The
workers smashed the machines. In 11 months,
they destroyed over a thousand knitting frames.’
At the same time, wool croppers and combers

’Witold Rybczynski, Taming the Tiger: The Struggle to Con-
tral Technology (New York: Viking Press, 1983), pp. 36-37.
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Figure 4-2.-U.S. Unemployment, Civilian Noninstitutional Population 16 Years and Over, 1951-84
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also lost income and jobs when machinery
replaced their skilled labor, and also destroyed
the machines. Despite a few early successes,
the Luddites (named for the mythical General
Ned Ludd) were soon crushed. An army of
12,000 soldiers was dispatched to put down the
uprisings, and the English Parliament repeal ed
statutes dating from Elizabethan times that
assured minimum wages, and fair hours and
working conditions for laborers. England’s
handloom weavers and shearers, once inde-
pendent and well paid, became the new poor.

In 20th-century America, the long migration
of workers from farms to cities became a mass
exodus after World War |1. The postwar revo-
[ution in agricultural technology—the adoption
of mechanical cotton pickers and harvesters,
chemical pesticides and fertilizers, high-yield-
ing crop varieties—forced farmworkers off the
land. Employment in agriculture dropped by
3.6 million (42 percent) from 1947 to 1964. Writ-
ing in 1965, the Nationa Commission on Tech-
nology, Automation, and Economic Progress
called this exodus “the most profound of all
displacements.” Many of the displaced farm-
workers, “suffering from deficient rural edu-

cations, lacking skills in demand in urban
areas, unaccustomed to urban ways, and often
burdened by racial discrimination, exchanged
rural poverty for an urban ghetto.”’

In the same period, Appalachian coal min-
ing collapsed, displacing large numbers of
workers. Between 1948 and 1968, oil and gas
took over most of the coal market, and tech-
nological advances in mining eliminated still
more jobs. During this time, employment in
coa mining fell from 436,000 to 126,000. Be-
tween 1947 and 1954 aone, coal mining em-
ployment fell by 46 percent.’Despite special
efforts to bring economic development and
new jobs to Appalachia, and despite some re-
covery in coa production and employment af-
ter 1968, the region has not yet recovered. For
instance, the unemployment rate in West Vir-
ginia, the heart of the coal mining region, was
over 13 percent in August 1985, higher than
in any other State.

8U.S. National Commission on Technology, Automation, and
Economic Progress, Technology and the American Economy,
Volume 1 (Washington, DC: U.S. Government Printing Office,
1966), p. 20.

°Ibid., p. xii.
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These examples from the past illustrate how
serious, long-lasting social difficulties can arise
from worker displacement and that technology
is a potent factor in causing displacement. The
conclusion is not warranted, however, that
technological change alone is responsible for
the problems of displacement, or that curtailing
technological advance will minimize displace-
ment. Technologica change is a powerful en-
gine for economic growth. While technologi-
cal change has destroyed some jobs, it has not
destroyed work. Some observers have sug-
gested that, with technology replacing people
in many endeavors, there will eventually be less
work left for people to do. So far, however, the
ability of people to create new endeavors as old
ones are mechanized, and to devise new prod-
ucts to satisfy old and new needs, has roughly
kept up with the ability of mechanization to re-
place human effort. Indeed, technology has
been a key ingredient in creating new jobs.

This ideais not new: it was a magjor conclu-
sion of the National Commission on Technol-
ogy, Automation, and Economic Progress in
1966. The Commission was created by Con-
gress in August 1964, in response to national
concern about the steady upward creep of the
unemployment rate after World War 11 and
widespread fears that automation would limit
the growth of employment while the labor
force continued to grow. By the time the Com-
mission made its report in 1966, the unemploy-
ment rate had fallen to its lowest level in more
than 10 years, and concern over displacement
and technology had faded. The coincidence of
arapid fall in the unemployment rate, follow-
ing on the heels of intense public concern over
the displacement effects of automation, caused
many observers to conclude unequivocally that
technology creates more jobs than it destroys.

Certainly, technological changes have helped
to create jobs;, however, technology was only
one of many factors responsible for the pros-
perity of the late 1960s. The fiscal stimuli and
jobs programs of the period were extremely im-
portant. The experience of the 1960s may not
repeat itself, nor does it support the view that
technological change will always create more

jobs than it destroys. As the Commission itself
concluded:

It has become almost a commonplace that
the world is experiencing a scientific and
technological revolution . . . According to one
extreme view, the world—or at least the United
States—is on the verge of a glut of productivity
sufficient to make our economic ingtitutions
and the notion of gainful employment obso-
lete. We dissent from this view. We believe
that . . . it diverts attention from the rea prob-
lems of our country and the world. However,
we also dissent from the other extreme view
of complacency that denies the existence of
serious social and economic problems related
to the impact of technological change.”

Worker displacement is one of these prob-
lems. Undeniably, advances in technology have
contributed to the strength of American indus-
try, but it is equally clear that technology can
promote industrial competitiveness while limit-
ing employment. Changes in process technol-
ogies that increase productivity enable fewer
workers to produce the same output. If produc-
tivity rises at a faster rate than output, the level
of employment in the relevant sectors will fall.
If changes in productivity are rapid and em-
ployment shrinks correspondingly, normal turn-
over and attrition cannot handle the needed
work force reductions, and workers are dis-
placed. Even if the economy is expanding and
jobs are being created in other industries,
many displaced workers still face adjustment
problems.

Labor-saving technology has been a signifi-
cant factor in the falling employment levels of
the textile industry, for example, Between 1955
and 1977, production in the textile industry
rose 113 percent, while employment dropped
by 22 percent.” This trend still holds for the
textile industry, and is increasingly found in
other industries as well.

1]bid., p. 1.

1Vinod K. Aggarwal with Stephan Haggard, “The Politics of
Protection in the U.S. Textile and Apparel Industries, " Amer-
ican Industry in International Competition: Government Policies
and Corporate Strategies, John Zysman and Laura Tyson (eds.)
(Ithaca, NY, and London: Cornell University Press, 1983), p. 259.
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Employment in the steel industry dropped
from a peak of 726,000 workers in 1953 to
289,000 workers in September 1985. Output
rose moderately in the 20 years 1953-73, from
112,000 tons to 151,000, but declined after-
ward, dropping to 93,000 tons in 1984. * Ac-
cording to one anaysis, “there has been a
steady improvement and change in technology
that is used by the U.S. steel industry . . . This
has led to the reduction in employment.””The
outlook for steel employment, moreover, is not
expected to improve: “The remainder of the
decade will probably see further losses in jobs
with total employment approaching the 200,000
level by 1990.""

The automobile industry probably faces a
similar future. It has aready lost jobs due to
a combination of foreign competition, plant
modernization, and maturity of the market.”
In May 1979, employment in the auto indus-
try was at an all time high of 1,048,000 work-
ers. Six years later, in May 1985, employment
in the industry stood at 883,000—a drop of
165,000, or about 16 percent. It probably will
fal further by 1990, even if the industry’s mod-
ernization and reinvestment program allows
it to regain the competitiveness it lost in the
1970s, " because it is highly unlikely that the
demand for motor vehicles will increase as rap-
idly as productivity.

Steelworkers are probably the most visible
of today’s displaced workers, but there are
others from a variety of industries. Some ana-

“American Iron and Steel Institute, Figures for 1985 were not
yet fina when this reported was prepared, but indicated a fur-
ther drop in steel production, to below 90,000 tons.

12Jgel S. Hirschhorn, Testimony at Joint Hearings, Technol-
ogy and Employment, before the House Committee on Science
and Technology, Subcommittee on Science, Research and Tech-
nology and the House Committee on the Budget, Task Force on
Education and Employment, Serial No. 41 (Committee on
Science and Technology), Serial No. TF4-4 (Committee on the
Budget), june 1983, p. 283.

131bid., p. 285.

14U.S. Congress, Office of Technology Assessment, U.S.In-
dustrial Competitiveness: A Comparison of Steel, Electronics,
and Automobiles, OTA-ISC-135 (Washington, DC: U.S. Govern-
ment Printing Office, 1981).

135ee, for example, ibid., p. 95; and Alan Altshuler, Martin An-
derson, Daniel Jones, Daniel Roos, and James Womack, The Fu-
ture of the Automobile: The Report of MIT’s International Au-
tomobile Program (Cambridge, MA: The MIT Press, 1984), pp.
204-205.

lysts expect that the introduction of new tech-
nologies, such as computers and telecommu-
nications, will make it increasingly difficult to
maintain employment in a number of indus-
trial sectors.

A critical question, of course, is the effect of
technological change on employment as a
whole, on the creation of new jobs as well as
on the destruction of old ones. Rosenberg says:

It seems to be much easier to anticipate the
employment-displacing effects of technologi-
cal change than the employment-expanding
ones., . Even a casual glance back into history
appears to confirmthis. . . In the 1950s, when
the computer was still initsinfancy, it was
confidently predicted that all of America's fu-
ture needs would be adequately catered to by
a dozen or so computers. Even Thomas Edi-
son, a genuine inventive genius, is said by one
of his biographers to have anticipated that the
phonograph would be used primarily to rec-
ord tIQe death-bed wishes of elderly gentle-
men!

Whether technological innovation will in the
future create more jobs than it destroys is not
known. What is certain is that such innovation
will continue to require reallocations of the
work force.

Besides affecting the number of people work-
ing in particular industries, technology also
powerfully affects the kinds of work people do.
The aggregate effects of these changes, how-
ever, are neither simple nor predictable. Much
has been written about the de-skilling effects
(i.e., reduction in the skill requirements of jobs)
of new technology, and there is equally volu-
minous literature on technology’s stimulating
effect on demand for more skilled and better
educated people. Some observers think both
things are happening, creating a gap in the
middle-skill or middle-income range. However,
the effects of technology on the types of jobs

t*Nathan Rosenberg, Testimony at Joint Hearings, Technol-
ogy and Employment, before the House Committee on Science
and Technology, Subcommittee on Science, Research and Tech-
nology, and the House Committee on the Budget, Task Force
on Education and Employment, Serial No. 41 (Committee on
Science and Technology), and Serial No. TF4-4 (Committee on
the Budget), June 1983, p. 283.
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available and the kinds of tasks workers per-
form is never independent of human decisions.
Managers, engineers, designers, and, to some
extent, workers themselves al have some power
over the design of work, but none of these
groups has the exclusive power to define jobs,
Each group is constrained by the actions and
decisions of al the others. As a result, if jobs
are de-skilled, or a skills gap created, the prob-
lem is not a failure of technology, but one of
human systems, Chapter 8 gives a more de-
tailed ana lysis of the-effects-of technological
change.

Causes of Displacement:
International Competition

International trade, like technological change,
can bring about gains or losses of jobs—gains
from exports and losses (in a less direct and
consistent way) from imports. In the middle
1980s, the losses were much more apparent
than the gains. Trade has many important eco-
nomic effects, of course, other than those on
jobs—e.g., putting pressure on national econ-
omies to concentrate their resources on what
they produce most efficiently, and bringing a
wide variety of goods, at low cost, to consum-
ers throughout the world. This brief discussion,
and the more detailed consideration in chap-
ter 9, does not cover the broader aspects of
trade but concentrates on the employment ef-
fects, and in particular, on displacement of
workers.

Loss of international competitiveness by U.S.
firms employing U.S. workers also results in
displacement. A few industries, such as steel,
apparel, textiles, and shoes, have been strongly
challenged by foreign competitors for decades.
In the past dozen years, many more industries
have been affected, a trend much accelerated
in the 1980s. In 1971, the United States experi-
enced a trade deficit in merchandise (manu-
factured and natural resource goods) for the
first time in 90 years. It totaled $2.3 billion.”
Between 1971 and 1985, there were 2 years of

"Thomas Q.Bayard, Trends in U.S. Trade: 1960-79,U.S. De-
partment of Labor, Bureau of International Labor Affairs, Eco-
nomic Discussion Paper 7, October 1980, p. 13.

merchandise trade surpluses (1973 and 1975);
otherwise, the picture has been one of mount-
ing deficit. In 1984, the merchandise trade def-
icit was $107 billion. The job losses due to de-
teriorating trade balances cannot be measured
directly, but one source estimated that as many
as 3 million Americans would be unemployed
in late 1985 as a result.”

The great rise in the value of the dollar since
1981 is a major reason for the recent unprece-
dented trade deficits; the rise of the dollar, in
turn, has been linked to large Federal budget
deficits and high interest rates—all part of a set
of complex relationships that are not consid-
ered in this report. In addition to the power-
ful influence of the overvalued dollar, a num-
ber of industries have longer standing and
more basic competitive problems; they have
been losing out to foreign producers at |east
since the late 1970s, when the dollar was un-
dervalued. Examples are steel, autos, machine
tools, agricultural machinery, radio and TV
sets, and parts of the semiconductor industry,
as well as apparel and footwear.

There is no one-for-one correspondence be-
tween job gains due to exports and job losses
due to imports. The case of exportsis simpler,
however; exports add to the total demand for
products made in the United States, and stim-
ulate employment. Even so, exports can rise
without a corresponding rise in jobs, if labor
productivity is rising. This occurred in 1984;
the value of merchandise exports went up $20
billion, yet the number of export-generated jobs
decreased dlightly, from 4.6 to 4.5 million. The
level of exports is still the maor influence,
however; jobs due to exports were estimated
to be 6 million in 1980, and 5 million in 1982,
after the value of merchandise exports fell from
$224 to $211 hillion (without adjusting for in-
flation).

The relationship between jobs and imports
is more complex. If imports rise, jobs in the
United States may not decline, for severa rea-

1C, Fred Bergsten, Director, Institute for International Eco-
nomics, “U.S. Trade Deficit: Causes, Consequences and Policy
Responses, ” testimony at hearings on the U.S. Trade Deficit,
before the House Committee on Ways and Means, Subcommit-
tee on Trade, March and April, 1984; Serial No. 98-73, p. 180.
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sons. The most important is that rapidly grow-
ing world demand may compensate for in-
creased imports, so that U.S. employment can
rise even in an industry which is losing part
of its market share to foreign producers. This
was the case in the semiconductor industry
from 1978 through 1984; despite rising imports,
U.S. employment grew. Only in 1985 were
some job losses registered in the industry,
largely due to slumping demand. In the more
mature auto market, on the other hand, where
world demand has grown slowly or remained
static in recent years, U.S. workers have lost
jobs as foreign producers (mainly the Japanese)
gained a larger share of the market.

Firms facing great pressure from imported
goods or services may choose among several
strategies to protect themselves, including:

. retooling existing production facilities to
cut cost and raise efficiency of production;

* moving production to low-wage countries;

. moving production to lower wage parts of
the United States;

. going out of business, or moving into less
threatened lines of business;, and

. asking for trade protection.

Most industries faced with international com-
petitive pressure take all or most of these steps,
as did, for example, the textile and apparel in-
dustries. In 1933, in response to depressed
prices, the Federal Government instituted price
supports for cotton.”While this provided some
relief to cotton farmers, it placed some cotton
textile and apparel manufacturers, who were
unable to buy cheaper foreign cotton (because
of a restrictive quota) at a disadvantage. In
addition, the apparel industry, which had al-
ways relied on the secondary labor market,”
had to raise wages when minimum wage leg-
islation was enacted (even though apparel
wages remained much below the average pri-
vate sector wage). Unable to compete effec-
tively with cheap foreign cotton and cheap for-
eign labor, and facing smaller markets due to

wThis description of the textile and apparel industries is drawn
from Aggarwal with Haggard, op. cit., pp. 249-312.

#The secondary labor market includes less skilled people who
tend to enter and leave the labor market often or those who can-
not command high wages.

substitution of other materials for cotton and
declining per capita expenditures on apparel,
firms in the industry turned to most of the strat-
egies listed above. Many firms moved south to
capture the lower non-union wages, many
retooled to handle synthetic fibers. Some bus-
inesses did both. Some firms, particularly
smaller firms, were unable to adjust, and went
out of business. Finaly, the industries |obbied
for, and got, trade protection, first the Short
Term Arrangement in 1961, then the Long
Term Agreement, and later the Multifiber
Arrangement, which is in force until July 31,
1986.

While these adjustments were taking place,
many workers were displaced. Employment in
the apparel industry fell from over 1.4 million
in 1973 to less than 1.2 million in 1984. This
loss represents only a fraction of the displace-
ment that has occurred in thisindustry. Earlier,
as firms moved south and west, the share of
textile industry employment in the Northeast
dropped from 40.5 percent in 1950 to less than
22 percent in 1970. The pattern was similar in
apparel: employment in New York and Penn-
sylvania, which accounted for 47 percent of in-
dustry employment in 1950, dropped to 24 per-
cent by 1975.

Many other industries today face the same
kinds of pressure. Some, like the steel indus-
try, have been pressured by international com-
petition for decades; others, such as the semi-
conductor industry, have many challenges still
ahead of them. Chapter 9 provides a more thor-
ough discussion of the effects of trade on em-
ployment.

Causes of Displacement:
Changing Consumption

Finally, changes in domestic consumption
patterns can cause worker displacement. Pub-
lic tastes and preferences change. New prod-
ucts are introduced, old ones are abandoned.
Blacksmiths lost jobs as the automobile re-
placed the horse as a primary means of trans-
portation. Adding machines are replaced by
hand calculators, and hand calculators, some-
times, by microcomputers. Often, just a slow-
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down in the growth of demand for a product,
while labor productivity is improving, is enough
to cause displacement in an industry. This was
true, for instance, in the apparel and footwear
industries. Between 1950 and 1977, expendi-
tures on clothing and shoes fell from over 10

percent of personal expenditures to to less than
7 percent.” Although personal expenditures
rose in absolute numbers, growth in produc-
tivity exceeded growth in demand for apparel.

* Aggarwal with Haggard, op. cit., p. 256.

UNEMPLOYMENT AND DISPLACEMENT

Displacement problems should not be con-
fused with unemployment problems. They are
related, of course. For displaced workers and
others, finding a job is more difficult when the
general unemployment rate is higher than in
more prosperous times. Yet, for many dis-
placed workers, getting a job is not simple even
when the unemployment rate is low. Moreover,
what is considered a low unemployment rate
has been changing steadily for more than three
decades.

The “natural rate” of unemployment is a the-
oretical concept, defined as the lowest unem-
ployment rate the Nation can sustain without
inflationary pressure. This “natural rate” has
been altered to accommodate a steadily rising
unemployment rate. This rate, also referred to
as the “benchmark” rate of unemployment, is
supposed to represent the rate of unemploy-
ment society considers acceptable; therefore,
when the rate is at the benchmark, full employ-
ment is considered to exist.

The concept of a “natural” or “benchmark”
rate of unemployment is an outgrowth of the
theoretical relationship between unemploy-
ment and inflation. This relationship, accord-
ing to the well-known Phillips curve, is inverse;
i.e., as unemployment falls below a certain rate,
inflation rises. In the early 1960s, this “natu-
ral” rate of unemployment was thought to be
about 4 percent.”This rate was proposed by
the Kennedy Council of Economic Advisors,
who concluded that it represented frictional
and structural unemployment expected to oc-
cur regardless of economic conditions. If un-

employment fell below 4 percent, many econo-
mists believed, inflation would begin to rise
sharply. *

With the rising unemployment rate in the
1970s, some analysts attempted to reestimated
the “natural” rate, using economic modeling
techniques. Most current analyses conclude
that the “natural” rate of unemployment has
increased following World War 1l. According
to a recent staff study of the Joint Economic
Committee (JEC), the natural rate of unemploy-
ment increased by 2.24 percentage points in
the 1960s and 1970s, from 4.38 percent be-
tween 1961 and 1969 to 6.62 percent between
1973 and 1979, and there are indications that
it has risen still further since 1979. Connaugh-
ton and Madsen estimate that the rate increased
from 4 percent in 1961 to 6.7 percent in 1981.*
The increase in the “natural” rate is attributed
to several factors, but most analyses emphasize
the increased participation of women and teen-
agers in the labor force. The JEC, for example,
attributes 57 percent of the increase in the nat-
ural rate to increased participation of so-called
nonprime demographic groups, namely teen-
agers and women. These groups of people,
according to the JEC study, have higher unem-
ployment rates due to their lower skill levels
and relative lack of work experience. There is
some evidence, however, that this explanation
is not entirely correct. In the early 1970s, it ap-
peared that rising unemployment rates were
due primarily to youth unemployment. By the

nRyen inflation, according to SOMe analysts, is not enough

to keep unemployment below its natural rate in the long run.
See U.S. Congress, Joint Economic Committee, The Natural Rate

u2john E. Connaughton and Ronald A. Madsen, “Estimating o unemployment (Washington, DC: U.S. Government Printing

Benchmark Unemployment for the 1980s, " paper prepared for
the 1982 American Economics Association annua meeting.

Office, 1982).
2Connaughton and Madsen, op. cit.
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late 1970s, however, unemployment among
prime-age men had risen. It accounted for
nearly 57 percent of the increase in the over-
all unemployment rate between 1977 and 1982;
during the same period, the contribution of
prime-age women remained unchanged.”

The other major causal factor in the rise of
the “natural” rate, according to the JEC study,
is the expansion of the social safety net, includ-
ing unemployment insurance compensation,
medical payments, food stamps, and other
forms of social welfare. These programs change
“people’s attitudes with respect to what is an
acceptable job, producing an upward drift in
the natural unemployment rate.””

The fact that unemployment rates have been
on an upward trend since the end of World
War Il suggests that structural unemployment
is on the rise in the U.S. economy. To attrib-
ute this trend to a rising “natural rate” of un-
employment implies that nothing needs to be
or can be done about it—a very dangerous
choice. Employment and training programs,
both for disadvantaged and displaced workers,
are attempts to counter the effects of structural
causes that keep people who want jobs out of
work. To the degree that these programs suc-
ceed, the trend of rising unemployment rates
will be halted or reversed.

Most forecasters expect that, given steady
economic growth and rising productivity, the

»Michael podgursky, “Sources of Secular Increasesin the Un-
employment Rate, 1969 -82,” Monthly Labor Review, July 1984,
21

‘261J . Congress, Joint Economic Committee, op. cit., P-13.

unemployment rate will decline gradually or
remain about where it is.” Some analysts, how-
ever, anticipate a labor shortage beginning in
the late 1980s, marking the end of the 4(1-year
trend toward increasing unemployment. Ac-
cording to this school of thought, the rising un-
employment rates of the past 15 years were due
mostly to demographic factors—particularly
the entry of the baby boom generation and
more women into the labor force.” As the num-
ber of people entering the labor force declines
in the late 1980s, the unemployment rate is ex-
pected to fall. Analysts taking this view largely
discount the effects of structural factors. Other
observers, pointing to the pervasive and rapid
adoption of new technologies, and growing
problems of U.S. international trade and the
national debt, are less sanguine.

Without strong, sustained economic growth,
the most likely prospect is that unemployment
rates will remain high relative to historical
standards. With moderate growth, unemploy-
ment might decline slightly in the next few
years; with slower growth we might see very
little decline in unemployment, even with
fewer new entrants to the labor markets. With
any kind of recession, unemployment could
easily climb above 10 percent again, and might
stabilize at a level even higher than the current
rate, if historical trends are any guide. In any
case, it is likely that manufacturing employ-
ment will continue to fall.

=jane Seaberry, “High Jobless Rate Said Socially Harmful,”

The Washin%ton Post, Feb. 22, 1985, pp. D1-D2. ]
2]t should be recognized that neither of these factors explains

the rising unemployment rates of the 1950s.

EMPLOYMENT TRENDS: THE UNITED STATES IN THE WORLD CONTEXT

Despite the relatively high unemployment of
the mid-1980s, the United States is currently
the envy of much of the industrialized world
for its ability to create jobs, in contrast to the
recent performance of Western Europe. In the
12 years from 1973 through 1984, the United
States created 19.9 million civilian jobs.” Dur-

»Comparative statistics in this section are for civilian labor
force and employment. The numbers change dightly if military

ing the same period the work force increased
by over 24 million people (about 27 percent),
with a resulting rise in the civilian unemploy-
ment rate (see figure 4-2) from 4.9 percent in
1973 to 7.5 percent in 1984. Over the same

employment is included. Data for European countries are ad-
justed to approximate U.S. concepts. See Joyanna Moy, “Recent
rends in Unemployment and the Labor Force, 10 Countries, "
Monthly Labor Review, August 1985; data for years earlier than
1975, U.S. Department of Labor, Bureau of Labor Statistics.
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period, Great Britain, France, and West Ger-
many together lost nearly 3 million jobs, while
their combined work forces increased by nearly
3.3 million (4.5 percent). Civilian unemploy-
ment rates increased from 2.7 to 10.1 percent
in France, 0.7 to 7.8 percent in West Germany,
and 3.1 to 13.0 percent in Great Britain.” These
three countries have fared substantially worse
than some other Western European nations
(figure 4-3), but are chosen for discussion be-
cause their economies most nearly resemble
that of the United States.

In light of this comparative record, it has
been accepted that the United States is much
more effective at job creation than Europe.
Analysts and business writers on both sides of
the Atlantic are engaged in policy debates on
the reasons for the differences. U.S. “success”
has been attributed to a variety of factors, rang-
ing from different rates of investment in labor-
saving machinery, to cultural values and atti-
tudes toward risk taking. Much of the discus-

»Unpublished data, U.S. Department of Labor, Bureau of La-
bor Statistics. Unemployment data for European countries are
adﬂ'.usted to approximate U.S. concepts. Similar data on the ci-
vilian unemployment rate for selected OECD countries are in
Joyanna Moy, “Recent Trends in Unemployment and the La-
bor Force, 10 Countries,” Monthly Labor Review, August 1985.

sion, however, begs a basic question: by what
standards is the United States doing better than
Europe? In aggregate numbers of jobs added,
and also in the rate of job creation, the United
States is far and away the stellar performer in
the Western world—partly because it has the
largest work force of all Western industrial na-
tions, and has also had the greatest rate of in-
crease in its work force in the past dozen years.
Measured by unemployment rates, however,
the “success” of the United States is a very re-
cent phenomenon. The unemployment rates of
West Germany and France were lower than
that of the United States until 1984, and that
of the United Kingdom was until 1980. The cur-
rently lower rate in this country may be due
in part to a more rapid and complete recovery
from the global recessions of the early 1980s,
and not altogether to a fundamentally superior
ability to create jobs.

Unemployment rates may not be ideal indi-
cators of labor market success either. In the
United States and many other countries in the
Organization for Economic Cooperation and
Development (OECD), the concept of unem-
ployment involves an element of choice. To be
considered unemployed, a person must be both
out of a job and looking for one. Workers who

Figure 4-3.-Civilian Labor Force and Employment in Selected Countries, Percent Change 1973-84
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are not actively searching for jobs are not de-
fined as unemployed, but rather as nonpar-
ticipants in the labor force. In some cases, lack
of participation may be due to attitudes and
culture: for example, in some countries, it is
not customary for women to seek work outside
the home. However, poor prospects of landing
a job may also discourage some people from
looking for work. Thus, low participation rates
may also be an indication of poor labor mar-
ket performance.” It is useful to look at labor
force participation rates in addition to unem-
ployment rates, although neither is an adequate
indicator of success, or lack of it.

Measured in terms of the total labor force
divided by the population of working age (those
15 to 64 years old), U.S. labor force participa-
tion rates are high compared both to overall
OECD labor force participation and the aver-
age of OECD Europe (figure 4-4). Interestingly,
low participation rates appear to be related to
high unemployment rates to some degree. Of
the 12 countries with lower participation rates
than the U.S. rate, 7 had higher unemployment
rates. Only one of the four countries with high-
er participation rates than the United States
had a higher unemployment rate. It is a mis-
take, however, to attach too much importance
to this correlation. Japan, whose participation
rate is the same as that of the United States,
had a far lower unemployment rate (2.7 per-
cent in Japan versus 9.6 percent in the United
States in 1983). Both Canada and Great Brit-
ain, where participation rates are nearly the
same as in the United States, had higher un-
employment rates (11.9 and 12.8 percent, re-
spectively).

Although comparing unemployment rates,
labor force participation rates, and growth in
employment cannot prove conclusively that the
United States has a better record of job crea-

s Italy, for example, discouraged workers (people who want
ajob but have given u Iookinq(because they think they cannot
find one) outnumbered the workers counted as unemB oyed 11
to 10 in 1982 and 1983, using U.S. concepts, The number of dis-
couraged workers in the United States amounted to 15 percent
of the unemployed, both during the recession (last quarter of
1982) and during recovery (last quarter of 1984). Current data
on discouraged workers are not available for all OECD coun-
tries. See Moy, op. cit., p.17.

tion than Europe, this country has certainly
been more successful than the largest Western
European countries in the 1980s. No single rea-
son can account for the difference. Although
part of it may reflect faster U.S. recovery from
recession, structural factors may play a part as
well.

Reasons for Differences in Employment Growth

Job creation results from the birth of new en-
terprises, the expansion of existing ones, and
immigration (relocation of enterprises from out-
side the area to inside). Job losses result from
the death of enterprises, their contraction, and
outmigration. In an economy whose labor force
is growing, such as in the United States, more
jobs must be created than lost simply to main-
tain employment rates. Even in countries with
more stable work forces, like West Germany
and the United Kingdom, job creation is im-
portant to offset the normal, ongoing economic
processes that result in job loss,

There is little persuasive information on
what factors account for high rates of job cre-
ation. Despite the obvious connection between
macroeconomic growth and job growth, the
growth of gross national product (GNP) alone
may not be sufficient to provide enough jobs
to keep employment up. Between 1975 and
1983, output in the United States and Canada
grew by 23 percent, and employment increased
17 percent. In Japan, output went up by 42 per-
cent while employment rose only 10 percent.
In Europe, output rose 23 percent while em-
ployment fell 1 percent.”In West Germany,
GNP growth was 1 percent in 1983 and 2.5 per-
cent in 1984; yet the German unemployment
rate rose in both years.” Growth of gross do-

The Economist, “ The Spectre of Unemployment at London’s
Feast,” June 9, 1984, p. 44. )

%t is possible that the statistics themselves are somewhat mis-
leading. Some European economists believe European statistics
seriously overestimate unemployment because they neglect the
“shadow” or “underground” economy and the employment it
creates. Economists estimate that the West German underground
economy adds several percenteége ﬁOi nts to the country’ s gross
national” product, according to Eckhardt Wohlers, “ The' Shadow
Economy-An Expanding Field of Activity, " Intereconomics
(Hamburg: Verlag Weltarchiv Gmbh, September/October 1984),
especialy p. 215.
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Figure 4-4.—Labor Force Participation Rates for Western Industrialized Nations, 1983
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mestic product in France has grown through-
out the 1980s, averaging between 1 and 2 per-
cent per year, while the French unemployment
rate has risen steadily, from 6.4 percent in 1980
to 10.1 percent in 1984. As a result, European
analysts take the notion of “jobless growth”
seriously. Similar concerns are stirring in the
United States as well. Recently, there have been
warnings that the United States may undergo
a “growth recession,” or a period of economic
growth too slow to reduce unemployment.

The jobless growth Europe has experienced,
and the faster growth in output than in employ-
ment in other countries, reflects rising produc-
tivity. Growth in productivity is, of course, a
desirable economic goal, just as job creation
is. The higher worker productivity is in a na-
tional economy, the higher the wages that can
be supported without loss of competitiveness.
Growth in output in firms or industrial sectors
without growth in jobs means higher standards
of living—at least for the people employed in
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those firms and sectors. But unless job crea-
tion is going on elsewhere in the economy, and
unless nations have workable ways of distrib-
uting the wealth that comes from rising pro-
ductivity, the gap between the employed and
the unemployed will widen.

Several factors may account for employment
losses in major European countries over the
past 10 years. These factors fall into three cat-
egories: 1) competitive problems, 2) economic
structure and trade, and 3) labor and capital
mobility.

Competitive Problems

A significant loss of ability to compete in
world markets can hurt employment. Several
explanations have been put forward for recent
losses in competitiveness of European indus-
trial nations. Among the suggested explana-
tions are failure to invest enough in technol-
ogy that would modernize existing industries;
overinvestment in mature industries with com-
petitive problems and not enough innovation
and investment in high-technology growth in-
dustries; and rising costs, especially labor
costs, aggravated by inflated currency values.
Some of these explanations contradict each
other, and some apply as much to the United
States as to Europe, thus failing to account for
the relative success of the United States in cre-
ating enough jobs for people seeking them.
However, some may provide a partial expla-
nation.

Failure to enter new kinds of industries can
damage the competitive position of industrial-
ized nations. Europe, once a pacesetter in sci-
entific advance and technological innovation,
has fallen behind the United States and Japan,
according to many Europeans. In one example
of the effects of this loss of leadership, the
European Economic Community (EEC) lost 17
percentage points of the market share in world
exports of high-technology products between
1972 and 1980.*This trend is viewed as a par-
tial explanation for European difficulties in cre-
ating jobs, and in some sectors, losing jobs.

“Rohin Knight, “Europe’s High-Tech Gap Sets Off Warning
Bells,” U.S. News and World Report, vol. 98, No. 20, May 27,
1985, p. 45.

Failure to invest as rapidly as offshore com-
petitors in technologies to modernize older
industries has also been blamed for some of
Europe’s troubles. However, this argument ap-
plies equally to some U.S. industries, for ex-
ample, steel. U.S. basic steel plants tend to be
older, less efficient, and smaller than steelmak-
ing facilities in other countries; failures to in-
vest adequately in modern technology have
contributed to the dwindling world market of
the U.S. industry. Now, without protection,
segments of the U.S. steel industry would have
a hard time even in domestic markets. The U.S.
industry’s problems date back to the 1950s and
1960s; declining steel employment (due in part
to rising productivity but also to loss of mar-
kets) is long-established (figure 4-5). Jobs in the
industry fell, from a peak of 726,000 in 1953,
to 289,000 in September 1985.

All industrialized countries, in fact, have lost
competitiveness in industries that are particu-
larly dependent on production labor. Steel,
shipbuilding, textile, apparel, and automobile
production and employment have been hurt in
almost all major OECD countries, including the
United States. One hypothesis for Europe’s dif-
ficulty in maintaining employment is that the
money spent by European governments to prop
up mature industries with competitive prob-
lems diverts funds from other, higher growth
sectors, and may only postpone job loss in the
mature industries. as This argument (which is
somewhat contradictory to the one blaming
loss of jobs on failure to modernize older in-
dustries) is a variant of the idea that European
countries have not invested enough in techno-
logically advanced growth industries. Whether
investment funds are diverted to older indus-
tries at home, or to high interest ventures in
the United States—currently a much larger
diversion—the point is that new industries are
not being nourished.

" »5See, for example, Robert B. McKersie and Werner Sengen-
berger, Job Losses in Major Industries: Manpower Strategy Re-
sponses (Paris, France: Organisation for Economic Co-operation
and Development, 1983), p. 20; National Research Council, The
Competitive Status of the Steel Industry, prgpar ed by the Com-
mittee on Technol o% and International Economic and Trade
Issues, Steel Panel, Office of the Foreign Secretary, National
Academy of Engineering and the Commission on Engineering

and Technical Systems SWashington, DC: National Academy
Press, 1985), pp. 79-81, 99.
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Figure 4-5.-Employment in the U.S. Steel Industry, 1950-85
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Overinvestment in declining sectors is an
issue under discussion in West Germany. The
German Government subsidizes a variety of
industries, including agriculture and forestry,
food, wholesale trade, energy, mining, iron and
steel, shipbuilding, aerospace, railways, and
shipping, Since 1979, subsidies per employed
person have risen fastest in iron and steel, and
shipbuilding. *While this kind of subsidy may
postpone or stretch out the loss of employment
in declining sectors, subsidies will not prevent
eventual employment loss, and they probably
discourage capital and labor from moving to
higher growth sectors.

Labor costs and exchange rates also affect
a country’s competitive position. Labor costs
depend on both wage rates and productivity.
A country can afford to support higher wages

*Qrganisation for Economic Co-Operation and Development,
Germany, OECD Economic Surveys (Paris, France: OECD, July
1984), pp. 47-49.

for its workers if their productivity is higher
than that of workers in other countries, For this
reason, both the United States and industrial-
ized European countries have been able to
afford a relatively high standard of living with-
out sacrificing their ability to compete in a va-
riety of sectors. However, when a country’s
wages outrun productivity, or when even high
productivity cannot overcome the advantage
of low wage rates, declining competitiveness
results. Managers often seek to move produc-
tion offshore or to substitute capital for ex-
pensive labor in response, Both these strategies
hurt employment-although less than going out
of business, which is sometimes the alternative.

High wage rates are often a deterrent to
hiring new workers and an incentive to auto-
mate or produce offshore in order to reduce
dependence on expensive labor. During the
1970s, European wages were rising faster than
European productivity, and the result was that
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European workers in some sectors priced
themselves out of the market. European prod-
ucts became more expensive, hurting both
sales and employment.

As an explanation for differences between
U.S. and European employment gains, how-
ever, the argument is flawed. During the 1980s,
the situation reversed. U.S. wage rates in-
creased dramatically relative to wages in other
nations, mostly because of the large rise in the
value of the dollar. (In domestic terms, how-
ever, real hourly earnings of U.S. production
and nonsupervisory workers on private non-
agricultural payrolls were between 5 and 6
percent lower in 1985 than in 1977.) German
manufacturing wage rates, once nominally 25
percent higher than those of U.S. workers, are
lower than U.S. wage rates at present rates of
exchange (figure 4-6).” Yet the United States,
after the 1982 recession, was more successful
in reducing its unemployment rate than was
West Germany. Also, during the 1970s, when
hourly compensation in many European coun-
tries (including West Germany, Sweden, Bel-
gium, and the Netherlands) was higher in inter-
national monetary terms than it was in the
United States, European unemployment rates
were lower than U.S. rates.

The cost of other worker benefits, which can
also increase labor costs, are not closely related
to unemployment rates either. Total compen-
sation, including wages, leave, financial bo-
nuses, payments in kind (e.g., food, housing,
medical treatment), and legally required private
insurance, are higher in most major European
countries, especially West Germany and France,
than in the United States.”* However, total com-
pensation is also high in Japan, with its excep-
tionally low unemployment rate. The total com-
pensation rates of the United Kingdom and
Canada, where unemployment rates are signif-
icantly higher than in the United States, are
close to corresponding U.S. figures.

"Richard S. Belous, “ The Growing Gap Between U.S. and For-
eign Labor Costs, " Congressional Research Service Review, vol.
6, No, 3, March 1985, p. 10. ]

»Richard S. Belous, Library of Congress, Congressiona Re-
search Service, “An International Comparison of Fringe Bene-
fits: Theory, Evidence, and Policy Implications,” Report No. 84-
815 E, pp. 13-16,

Exchange rates have a much more profound
influence on competitiveness than simply their
effect on wage rates. High currency values
make all of a country’s products more expen-
sive to foreigners, and make foreign goods
more attractive in the domestic market. If ex-
change rate imbalances persist, it becomes dif-
ficult to create employment in industries with
heavily traded products.

Great Britain learned this lesson in the first
two decades after World War 11, when British
governments tried to maintain the traditional
value of the pound sterling to protect its role
as a reserve currency and the position of
London as a financial clearinghouse.” That
created unrealistic exchange rates that hurt
British exporters. Britain finally devalued its
pound in 1967, and agreed to let the pound
float in 1971, but by then a great deal of dam-
age to British manufacturing and employment
had been done; according to one analysis, “It
is hard to exaggerate the devastating conse-
guences of the overvalued currency on British
industry. ”*

The effort to devalue the pound was under-
mined in the late 1970s. North Sea oil earnings
strengthened the pound, not necessarily with
respect to the U.S. dollar, but certainly com-
pared to other EEC currencies. This further
encouraged imports, depressed exports, and
generally depressed domestic employment. It
was not until 1984, as oil prices fell, that the
pound dropped relative to other currencies.”

The United States now faces a similar prob-
lem. Since 1980, the dollar has risen signifi-
cantly against other currencies (figure 4-7), de-
pressing U.S. exports and encouraging imports
and offshore production. The result is a rec-

33John Zysman, Governments, Markets, and Growth: Finan-
cial Systems and the Politics of industrial Change (Ithaca, NY:
Cornell University Press, 1983), p. 173.

“lbid., p. 174.

« During 1984, the pound fell 26 percent, to a record low of
$1.05; & one point, the pound sank below a one-to-one exchange
rate against the Soviet ruble. The British central bank stabilized
the pound at $1,06. With the decline in the value of the dollar
from its peak early in 1985, the pound had risen to about $1.40
in autumn 1985. The source of most of these statistics is
Lawrence Ingrassia, “Sterling Drops Sharply Despite Good
Health of the British Economy, ” Wall Street Journal,Jan.17,
1985 and The Economist, Mar. 9, 1985, p. 104,
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Figure 4-6.-Hourly Compensation for Manufacturing Production in Selected Nations
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ord trade deficit, with an accompanying loss
of up to 3 million jobs.”The trade deficit has
been particularly tough on manufacturing. Man-
ufacturing employment fell by over 1.6 million
from 1979 (annual average) to August 1985.
The overvalued dollar was a significant factor.

Economic Structure

Manufacturing employment has declined in
Europe as well as in the United States. Employ-
ment in industry declined in every OECD
country except Japan in 1983, and average
OECD employment in industry has fallen an-
nually since 1979.”Most of the decline is in
manufacturing. Most job creation has been in
services, in OECD Europe as well as the United
States.

Several interrelated reasons are often cited
for losses of manufacturing employment: adop-
tion of automation and other labor-saving ma-

+2Bergsten, op. cit.

“QECD statistics show employment by three sectors: agricul-
ture, industry, and services. Industry employment consists of
manufacturing; mining; construction; and electricity, gas, and
water. Most of this is in manufacturing: 70 percent of all indus-
try employment in Japan isin manufacturing, 69 percent in Can-
ada, 72 percent in the United States, 71 percent in France, 77
percent in West Germany, and 74 percent in Sweden.

chinery, competition from less developed and
newly industrializing nations, and stagnhant
demand in many sectors. Manufacturing is
certainly more vulnerable to foreign competi-
tion than are most service industries. As a
result, few industrialized nations can expect
to increase manufacturing employment, and
many analysts expect absolute declines in man-
ufacturing employment to continue.

Countries that depend greatly on manufac-
turing employment may have difficulty creat-
ing enough jobs in other sectors to offset their
losses in manufacturing employment. This may
be another partial explanation for differences
in European and U.S. employment. Nearly 30
percent of employment in OECD Europe is in
manufacturing, compared to about 20 percent
in the United States. In 1981, nearly 34 percent
of German workers were employed in manu-
facturing, down from nearly 40 percent in
1970. British manufacturing employment in
1983 was only 70 percent of what it had been
in 1973, while services employment was nearly
10 percent higher®

“Organisation for Economic Co-operation and Development,
United Kingdom, OECD Economic Surveys (Paris, France:
OECD, January 1984), p. 28.
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Figure 4-7.-Multilateral Trade-Weighted Value of the U.S. Dollar, 1975-84 (March 1973 = 100)
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Labor Mobility

Labor mobility can be a key factor in job
creation. There are two aspects to labor mo-
bility: industry or occupational mobility, and
geographical mobility. On both counts, Euro-
pean labor may be less mobile than in the
United States.

Proponents of this argument point out that,
to hire new people readily, employers must be
able to let workers go without undue difficulty.
Rigid rules governing firing practices and gen-
erous nonwage compensation may constitute
undue difficulty. It is generally more difficult
for firms in many European countries to fire
workers (other than for cause) than for U.S.
businesses. The European approach is to pro-
tect employed workers, even though jobs or
operations may be eliminated or redefined. In
Europe, a combination of collective bargaining
agreements, legislation, and social understand-
ings discourages or prohibits businesses from

laying off workers.”In West Germany, for ex-
ample, one company reported that reducing its
work force took several months and entailed
negotiations on severance pay and benefits
with almost every individual worker.”Sev-
erance pay can be quite high. When one auto-
mobile plant reduced employment in West Ger-
many several years ago, the cost per laid-off
worker was nearly $13,000. AT

Although these policies probably make em-
ployers more reluctant to hire, and thus hin-
der job creation in Europe, they do have posi-
tive effects as well. At least until the recession
of the 1980s, employment in most of Europe—
particularly West Germany—has been more
stable than U.S. employment in the face of cy-
clical economic variations. For individuals, this

+sMc Kersie and Sengenberger, Cit., . 70.

seJohn Alic,Senior Associate, Office of Technology Assess-
ment, personal communication, June 19, 1985.

+Mc Kersie and Sengenberger, op. cit., p. 77-
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stability is desirable. However, when structural
economic change is needed to keep up with
global competition, such stability may be bought
at a high price. *B

Geographic mobility is more difficult in Eur-
ope than in the United States for several rea-
sons. First, movement across Europe’s many
national boundaries is considerably more dif-
ficult than movement within the United States,
Aside from that, many Europeans are less will-
ing to move or travel to a new job than U.S.
workers. “In part, this may be a matter of cul-
ture. One British worker, with 13 years of ex-
perience at a clay factory before it closed in
autumn of 1981, refused another job the com-
pany offered because it was 15 miles away.
“It's a hell of a way off,” he said. “I’'m not a
traveling man. ™ However, mobility could also
be affected by the ease of transportation. U.S.
workers may be more willing to take work
farther from home because they are more likely
to have automobiles. In the United States, the
number of persons per car averages 1.9; com-
parable European figures are 2.5 in West Ger-
many, 2.6 in France, 2.8 in Italy, and 3.4 in the
United Kingdom.”

Employment Trends in the United States

The foregoing sections have discussed some
of the reasons why the larger industrial democ-
racies of Europe have created fewer jobs than
the United States, However, the apparent U.S.
superiority originated fairly recently, In the
1970s, the unemployment rates of the United
Kingdom, West Germany, and France were be-
low the U.S. rate. Moreover, the United States
shares, or is beginning to experience, many of
the problems Europeans face in creating new
jobs. The high value of the dollar makes export-
ing difficult, encourages imports and offshore
production, and raises U.S. wages relative to

sIbid., p. 71. )

#]anet Norwood, “Labor Market Contrasts: United States and
Europe, ” Monthly Labor Review, vol. 106, August 1983, p.7.

‘““Barry Newman, “In Britain, the Jobless Tend to Stay Job-
less as Hirers Shun Them,” The Wall Street Journal, May 7, 1984,
p. 24.

*'Christopher Wood, “Another Turn of the Wheel, ” The Econ-
omist, March 2, 1985, p. 3.

those of workers in other countries. U.S. in-
volvement in world markets has increased, and
so has the proportion of the U.S. economy
which is exposed to foreign competition. In
some sectors, outmoded plant and equipment
diminish the competitiveness of U.S. industry.
In much of the manufacturing sector there is
great competitive pressure to invest in labor-
saving machinery. Some service industries,
such as banking and insurance, face similar
pressure.

On the other hand, the greatest influx of new
jobseekers into the U.S. labor market is over.
According to many analysts, that flood of en-
trants was at least partially responsible for ris-
ing unemployment rates of the 1970s, Rates of
labor force growth have slowed and are ex-
pected to continue slowing down, Between
1970 and 1980, the labor force grew annually
by nearly 2.6 percent. The U.S. Bureau of La-
bor Statistics (BLS) forecasts that the labor
force will reach 131.4 million in 1990, which
means growth of less than 2.1 percent per year.
From 1990-95, BLS forecasts labor force growth
slowing to 1,0 percent per year. *

Employment Growth

Overall employment grows when the number
of jobs created exceeds the number of jobs that
disappear. In the United States, published em-
ployment figures refer only to net develop-
ments, rather than aggregate numbers of jobs
created and lost, In general, the United States
loses about 8 percent of its jobs each year,
meaning that it must replace about half of its
job base every 5 years.”Between 1970 and
1984, the United States added 26.3 million net
jobs. During the same period, the work force
increased by 30.7 million people, and unem-

s2Randolph Brown, “Demographics of the Current and Future
cln; éAélmerEi;can Work Force, " Profit Sharing, vol. 32, November

5°Davri)d L. Birch, Director, Program on Neighborhood and Re-
giona Change, Massachusetts Institute of Technology, testimony
at joint hearings on Technology and Employment before the
House Committee on Science and Technology, Subcommittee
on Science, Research and Technolo%y, and the House Commit-
tee on the Budget, Task Force on Education and Employment,
Seria No. 41 (Committee on Science and Technology), Seridl
No. TF4-4 (Committee on the Budget), June 1983, p. .
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ployment rose from 4.9 to 7.5 percent. The
large increase in the work force was the result
of two factors: the entry of most of the “baby
boom” generation into the labor market, and
the increase in the participation rate of women.
Between 1970 and 1982, the participation rate
of women in the U.S. labor force increased
from 43.3 to 52.6 percent, while the participa-
tion rate of men declined slightly,” probably
because rising Social Security benefits made
it possible for a great many men to retire
earlier.

With this expansion came a slowdown in
productivity growth, which some analysts
argue was the result of the entry of a large
group of relatively inexperienced workers.
Others believe that the rush of new jobseekers
brought down wages, which made hiring new
people more attractive, in many cases, than
capital investment. While the rate of growth
of capital investment per worker declined,
employment increased.

The Shift to Services

Nearly all the increase in employment since
1970 has been in service sectors. Of the 26.3
million new jobs added to the U.S. economy
between 1970 and 1984, 23.3 million were on
nonagricultural payrolls; the other 3 million
were self-employed or employed in agriculture.
Of the 23.3 million added nonagricultural jobs,

4733

ssMoy, ©p- Cit., P-

only 223,000, or 1 percent, were in manufac-
turing (table 4-1).

The slight rise in manufacturing employment
since 1970 conceals a shorter term trend. Man-
ufacturing employment peaked in 1979 at 21
million people and has since fallen by more
than 1.6 million employees.” The sectoral shift
toward service industries is long-standing. Jobs
in the service-providing industries began to
outnumber these in goods-producing industries
in 1922, and except for World War Il have in-
creased their relative share ever since. Job
creation figures indicate that the shift toward
employment in services is continuing. Between
1970 and 1984, manufacturing employment
grew by an average rate of only 0.04 percent
per year, while the number of employees on
private sector payrolls grew at over 2.1 percent
per year. Service employment increased at an
annual rate of 2.76 percent. The growth rates
of individual sectors ranged from 1.04 percent

sThe decline in manufacturing employment may be over-
stated. After the 1970s, manufacturing employment fell and did
not recover fully until 2 to 4 years following the recession. The
recovery of manufacturing employment |ess than 24 months into
the current recovery may therefore be incomplete. On the other
hand, manufacturing employment fell between December 1984
and July 1985. While the recovery from the 1982 recession has
been somewhat more rapid than recoveries from other postwar
recessions, manufacturing employment has recovered more
sdowly and less completely than in the past—in large part be-
cause of the trade deficit, never before such a prominent fea-
ture in a recovery. For a discussion on recovery of manufac-
turing employment after recessions, see Lynn E. Brown,
“Structural Change and Dislocated Workers,” New England Eco-
nomic Review,” January/February 1985, p. 20,

Table 4.1.—Growth in Employment, Nonagricultural Payrolls, 1970.84

Number of new jobs

Sector

(in  thousands)

Percentage of new jobs

Totalprivate . .. ......... ..

Goods producing . . . ... ...
Mining . ...
Construction . . . ...................
Manufacturing . . ...................

Service producing . . ... ...
Transportation and public utilities . . . .
Wholesale trade . . . ................
Retailtrade . . .....................
Finance, insurance, and real estate. . .
SEerviCeS . . oo
Government . ....... .

23,276 100.0
1,326 5.7
375 1.6
728 3.1
223 1,0
21,952 94.3
655 2.8
1,533 6.6
5,214 22.4
2,020
9,114 39.2
3,415 14.7

Note: Numbers do not add due to rounding,

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, Ernployment and Earnings, various issues.
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per year in transportation services (the high-
est paying service sector) to 4.29 percent per
year in “other services,” a BLS category that
includes hotels and other lodging facilities,
personal services, business services, auto re-
pair and service, motion pictures, amusement
and recreation services, health services, and
miscellaneous services. In the last few years,
service sectors have accounted for the fastest
rates of growth in job creation (figure 4-8).

What kind of jobs are these new service jobs?
Some service jobs are good jobs by almost any
definition, but in general, poorly paid work is
more prevalent in service industries than in
manufacturing, Altogether, wages in nongov-
ernmental service-producing industries, where
the great job growth is taking place, are lower
than in manufacturing. Of the 56.4 million em-
ployees in the private service-producing sector
in July 1985, 45.4 million—80 percent—were in
industries where production and nonsuper-
visory workers are paid less than the average
for similar workers in all private jobs, and sub-
stantially less than the manufacturing wage.
Average hourly earnings of nhongovernmental
production and nonsupervisory workers in
services were $7.73, while comparable earn-
ings in manufacturing were $9.53. The lowest
hourly earnings in any major sector were in
retail trade, in which 17.5 million production
and nonsupervisory workers made an average
of less than $6.00 per hour.” As table 4-2 shows,
employment in many service sectors is con-
centrated in generally low-paid occupations
such as those of service, clerical, and sales
workers. In 1983, the average weekly earnings
of managerial and professional workers were
$440, compared to $305 for sales workers and
$258 for clerical workers. Production workers,
including precision production, craft, and re-
pair as well as operators, fabricators, and

sy, S. Department of Labor, Bureau of Labor Statistics, Em-
ployment and Earnings, August 1985, tables B-1 and C-1, OoTA
calculated the average hourly earnings of production and non-
supervisory workers in the nongovernmental service-producin,
sector as the weighted average of earnings of workers in five
industry groups making up the sector: transportation and pub-
lic utilities; wholesale trade; retail trade; finance, insurance, and
real estate; and services.

laborers, had average weekly earnings of $320.”
While employment in some service sectors is
more heavily weighted toward higher paying
managerial and professional jobs than manu-
facturing, almost all service sectors have great-
er concentrations of very low-paid people.

A frequently voiced concern is that many of
the jobs in fast-growing industries pay poorly
compared to jobs in declining industries. One
study showed that the average weekly earnings
of production workers in the 20 most rapidly
declining industries was $310, while the cor-
responding earnings of production workers in
the 20 most rapidly growing industries was
only $210.”Of the 20 fastest growing sectors,
16 were service sectors. Only 6 of the most rap-
idly declining sectors were in services, while
10 were in manufacturing.

From the standpoint of the displaced worker,
the salient feature about the distribution of the
new U.S. jobs created in the last 15 years is that
a great many are low paid and of low status.
Without substantial re-education or retraining,
blue-collar workers laid off from declining in-
dustries are unlikely to be able to get jobs that
provide opportunities to recapture lost income
and status. Moreover, the working environment
of most of these jobs is completely different
from that of a traditional factory environment.
For workers used to the social culture, physical
conditions, hubbub, and noise of a factory, the
transition to working in an office, health care
facility, or restaurant is abrupt. The last ma-
jor transition, from agricultural to manufactur-
ing work, may have been less jolting for many
people.

Employment in Manufacturing

While manufacturing as a whole has not cre-
ated jobs over the past decade and a half, some

s7Earl F. Mellor, “Weekly Earningsin 1983: A Look at More
Than 200 Occupations,” Monthly Labor Review, January 1985.
OTA calculated the $320 as the weighted average of the earn-
ings of operators, fabricators, and laborers ($276), and the earn-
ings of workersin precision production, craft, and rI(Eepair ($379).

#Cited in LUcy Stetson Gorham, “U.S. Industry Employment
Trends From 1969 to 1995 and the Implications for Economic
Inequality,” master's thesis, Department of City Planning, Mas-
sachusetts Ingtitute of Technology, June 1984, pp. 20-22.
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Figure 4-8.—Rate of Change in Private Nonagricultural Employment, July 1981 to May 1984*

Percent
aBased on seasonally adjusted data inciudes only payroll employees.

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, establishment survey data.

manufacturing sectors have grown while others
have declined. The so-called high-technology
sectors are often identified as the job-creating
sectors of the future, in contrast to mature in-
dustries like steel, automobiles, textiles, and
apparel, which will probably continue to lose
iobs gradually under the most favorable cir-
cumstances.

High-technology industry employment varies,
depending on how high technology is defined,
from 2.5 to 12.6 million (in 1980).” Not all high-

soThe three definitions used by the BLS are:
1.industries that employ a proportion of technology-oriented

technology industries are in the manufactur-
ing sector. Under the most liberal definition,
only about 62 percent of the 12.6 million work-

workers greater than 1.5 times the average for al industries,
or 5.1 percent of total employment;

2. industries whose ratios of R&D expenditures to sales are
more than twice the average for all industries, or greater
than 6.2 percent: and

3. industries that satisfy criteria concerning both the relative
R&D expenditures and the proportion of technology-oriented
workers.

For afuller discussion of these definitions, see U.S. Congress,
Office of Technology Assessment, Technology, Innovation, and
Regional Economic Development, OTA-STI1-238 (\Washington,
DC: U.S. Government Printing Office, July 1984), pp. 17-20.
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Table 4-2.-Occupational Distribution of Selected Industries

Percentages

Managers and Professional

Technical Service Production and Clerical Sales

Industry officers workers workers  workers maintenance workers workers
Manufacturing ..., .. .......... 6.6 6.9 2.9 18 68.1 11.5 2.2
Banks, credit. . ............... 19.0 6.1 0.7 2.2 0.5 70.2 1.2
Securities and commodities

brokers .................... 17,2 14.2 15 2.4 1.3 44.3 19.0
Insurance, real estate . . .. ...... 15.5 10.3 12 9.5 8.5 40.9 14.1
Hotels,etc. .. ................. 6.8 2.0 0.2 65.4 8.0 16.4 1.2
Personal services . . . .......... 11.6 5.1 0.3 35.9 28.0 15.9 3.2
Business services . . . .......... 9.0 125 5.7 26.2 14.1 28.7 3.8
Autorepair................... 14.9 0.9 0.1 15 64.9 155 2.2
Miscellaneous repair. . . ... ... .. 13.8 2.3 6.2 13 57.7 13.8 4.9
Health services . . . ............ 5.9 20.9 17.7 32.6 4.2 18.5 0.1
Legal services . . .............. 6.7 38.0 0.3 15 53.5 -
Wholesale trade, durables . . . . .. 11,2 5.7 4.2 0.9 27.6 29.1 21.3
Wholesale trade, nondurable. . . 10.2 3.6 0.7 2.0 35.1 28.0 20.5
General merchandise stores . . . . 9.2 25 0.2 5.8 11.1 24.6 46.5
Foodstores.................. 104 1.4 0.1 111 27.5 32.7 16.7
Eating and drinking. . . ......... 7.6 0.4 — 85.3 11 4.2 1.2

SOURCES: u.s. Department of Labor, Bureau of Labor Statistics, “Occupational Employment in Transportation, Communications, Utilities, and Trade,” Bulletin 2220
(Washington, DC U S. Government Printing Office), December 1984, p. 6; U.S. Department of Labor, Bureau of Labor Statistics, “Occupational Employment
in Mining, Construction, Finance, and Services, " Bulletin 2186 (Washington, DC: U.S. Government Printing Office), February 1984, p.5; U.S Department
of Labor, Bureau of Labor Statistics, “Occupational Employment in Manufacturing Industries, " Bulletin 2133 (Washington, DC: U S. Government Printing

Office), September 1982, p 4

ers in these industries—some 7.7 million em-
ployees—worked in the manufacturing sector.
Under the most restrictive definition, all 2.5
million high-technology employees worked in
manufacturing. Whatever the definition, high-
technology employment grew faster than total
wage and salary employment between 1972
and 1982. Under the broader definition, employ-
ment grew by 20 percent; under the narrower,
by nearly 40 percent.”

High-technology employment probably will
not compensate for lost blue-collar jobs in other
manufacturing sectors for two reasons. First,
employment in some high-technology indus-
tries is increasingly skewed toward managerial
and professional occupations, again affording
the worker displaced from traditional manu-
facturing few options. For example, production
jobs in the semiconductor industry have been
going offshore,” leaving the industry in this
country with a heavier concentration of man-
agers and professionals. Moreover, high-tech-
nology industries account for only 3 to 13 per-
cent of employment (depending on definition),
and even rapid growth may not offset losses

solbid., pp. 19-23. .
'“]olhn X’Bmc, %/?artha Caldwell Harris, and Robert R. Mitler,

“Electronics in the World Economy, " mimeo, p. 17.

in other parts of manufacturing, which account
for far more jobs.

Second, high-technology manufacturing, like
many traditional manufacturing sectors, has
problems with foreign competition. In many
electronics industries, Japanese and other man-
ufacturers have made inroads into areas of
former U.S. strength. In consumer electronics,
for example, many U.S. firms succumbed over
the last decade to pressure from Japanese,
Korean, and Taiwanese manufacturers, Few
radios or black-and-white televisions are made
in the United States today, and color television
manufacture is mostly an assembly operation,
No video cassette recorders are made in the
United States, and import penetration of home
and auto radios and stereo systems was over
76 percent in 1982

Other electronics sectors, such as semicon-
ductors and computers, are still strong, but
have become much more vulnerable to foreign
competition. The trade balance in semicon-
ductors fell from a surplus in 1980 to a deficit

ey g, Congress, Office of Technology Assessment, Interna-

tional Competitiveness in Electronics, OTA-1SC-200 (Washing-
tloln,lzDC: U.S. Government Printing Office, November 1983), pp.
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of nearly $3 million in 1984. The trade surplus
in computing equipment fell roughly 15 per-
cent during that time. Employment in both
industries has been hurt; employment in com-
puting equipment was down by nearly 32,000
between August of 1984 and August of 1985,
with nearly all the losses in production
employment. Total employment in the semi-
conductor industry fell by 7,200 between
August 1984 and August 1985; production
employment declined by 19,600 (more than
offsetting a rise in non-production jobs). Other
high-technology sectors are facing problems
too. Aircraft manufacture, long a bastion of
U.S. manufacturing strength, is facing strong
competition from Airbus Industrie of Europe.”

High-technology manufacturers, and U.S.
manufacturing in general, have been hurt by
unfavorable currency exchange rates. Yet in
some high-technology sectors, competitive
problems have other causes. Many high-tech-
nology sectors still lead in innovation, produc-
tion costs, and technology over even the most
sophisticated foreign rivals. However, without
serious attention to such things as quality con-
trol, investment in modern capital equipment,
research and development, and the design of
manufacturing systems that integrate people
and machinery in cost-effective ways, the lead
could erode.”

High-technology industries are certainly a
bright spot in the U.S. economy. For instance,
while employment in computers is modest
compared to the job count in many other in-
dustries, it is quite clear that computer tech-
nology has created large numbers of jobs and
new enterprises throughout the economy. The
same is true of telecommunications. What is
not clear, however, is whether rapidly
changing technology will mean the United
States can continue to create enough new jobs
to avoid a crisis in the future. While many
analysts have concluded from past experience

" Europe's Airframe Makers Expand Penetration of Trans-
pOI’t Market,” Aviation Week and Space Technology, vol. 122,
No. 11, Mar. 18, 1985, g p. 204-21

sSee, fOr example, U. Congr&es International Competitive-
ness in Electronics, op. cit.; and John W. Wilson, “America’s
High-Tech Crisis, ” Business Week, Mar. 11, 1985, pp. 56-67.

that “technology creates more jobs than it de-
stroys,” this is too simplistic a view. Technol-
ogy does create jobs, but never alone; other
factors—e.g., general economic growth; gov-
ernment spending; and changes in world com-
petition, demand, and population—are equally
important in affecting employment. It is more
accurate to say that technology creates jobs
only through advances that can increase de-
mand for existing products or create new de-
mand for new products. Therefore, there is no
evidence that technological advance alone will
continue to stimulate employment. It is not safe
to assume that high-technology sectors will
rescue the workers displaced from traditional
manufacturing sectors of the economy. Few
workers displaced from traditional manufac-
turing, especially unskilled or semiskilled
workers, can expect to make easy transitions
to high-technology industries. Those who do
will probably earn substantially less (if they
originally worked in the steel or automobile
industries) or little more (if they came from
apparel or textile industries) than they made
in traditional sectors.

Business Size and Job Creation

It is generally thought that small businesses
create more jobs than large ones. As a result,
some analysts believe that fostering small busi-
ness will stimulate job growth. In much of Eur-
ope, where problems in creating new jobs have
recently been particularly acute, many govern-
ments have invested in programs to aid small
business, or help individuals to start new busi-
nesses. These programs have had a small, but
positive, impact on aggregate employment
growth, although often not enough to makeup
job losses from mass layoffs or closures of ma-
jor employers.”

Do small businesses really create more jobs?
Will investing in small business spur employ-
ment growth? The available information is
equivocal, suggesting a need for caution. Evi-
dence on job creation by size of business is
thin, but all quantitative studies conclude that

ssGraham Todd, Creating New Jobs in Europe: Ho w Local Ini-
tiatives \Work, Special Report No. 165 (London: The Economist
Intelligence Unit, April 1984), pp. 10-11.



Ch. 4—Employment and Worker Displacement . 159

small establishments are responsible for more
than their share of net job creation, when
“share” is measured by the proportion of em-
ployment in various sizes of establishments.
Small establishments—those with fewer than
100 employees—were responsible for over 80
percent of net job creation between 1969 and
1976,”and 78 percent between 1978 and
1980.7 Small establishments employ only about
49 to 54 percent”of the private sector labor
force.

Establishment data, however, do not tell a
complete story. Small businesses are not the
same as small establishments. According to
Armington and Odle, while “ .. .91 percent
of businesses with employees have only a
single location . . . the other 9 percent that are
multi-location firms employ 62 percent of the
private sector work force and consequently
have a substantial impact on aggregate mea-
sures. ” Looking at job creation data from the
standpoint of firms rather than establishments,
the findings change markedly. Small businesses—
defined as establishments in firms with fewer
than 100 employees—employed 36 percent of
the labor force and generated 39 percent of net
new jobs between 1978 and 1980.” Another
study reaches a different conclusion: it shows
that enterprises with 20 or fewer employees
accounted for 38.5 percent of net job creation
between 1976 and 1982, although they had only
about 20.5 percent of total employees.” The

ssDavid L. Birch. ‘WO Creates the JObs?’ The Public Inter-
est, fall 1981. L

*’Catherine Armington and Marjorie Odle. “*Small Business—
How Many Jobs?’ The Brookings Review, vol. 1, no. 2, winter
1982, pp. 14-17.

ssThere are three different databases that relate employment
to establishment and business size: the Unemployment Insur-
ance (U1) database, the Dun and Bradstreet Market |dentified
File(DM1), and County Business Petterns (CBP). CBP data show
54,5 percent of employment in small establishments [with less
than 100 empl%eeﬁ), U1 data show 51 percent of emPonment
in small establishments, and DMI shows 48.4 percent of employ-
ment in small establishments. Source: Bruce D. Phillips, Sen-
ior Economist, Office of Economic Research, Small Business
Administration, “A Comparison of Three Establishment-Based
Data Sources, the Dun and Bradstreet Market |dentifier File
{DMI), County Business Patterns (c8p), and Unemployment In-
surance{U.1.) Data, 1977 -1978,” mimeo draft.

89 Arlington and Odle, op. cit., p. 15.

oy, s. Small Business Administration, The State of Small Busi-
ness: A Report of the President %Nashington, DC: U.S. Govern-
ment Printing Office, May 1985), p. 22.

seeming contradictions of these studies have
not been resolved; the Small Business Admin-
istration simply reports that “[t]he 1978-1980
period appears to be an aberration. ” Whether
this is true, or whether the percentage of new
jobs created by small businesses varies for
identifiable reasons, is unknown. The prepon-
derance of evidence seems to support the view
that small firms do indeed create more than
their share of new jobs; however, the evidence
is not very strong or consistent.

Job creation in the small-business sector is
also related to activity in larger enterprises.
Many larger businesses increasingly rely on
temporary and contract personnel to supple-
ment their own work forces during times of
expansion. " In part, this is to avoid the costs
of hiring (the “social overhead”) and firing
(including severance pay and services to laid-
off workers); the motive is also to maintain
stable and good relationships with the perma-
nent work force. As a result, at least some of
the job creation of small businesses is depend-
ent on growth in larger businesses. This kind
of job growth probably would not be greatly
affected by aid to small businesses.

There is some evidence that small establish-
ments account for a disproportionate number
of first jobs. By examining first regular civil-
ian jobs of males less than 22 years old, Schiller
concluded that small establishments account
for 67 percent of initial job attachments, while
employing 58 percent of the entire work force .72
This study does not clearly distinguish between
small firms and small establishments, and the
kinds of workers studied are too restricted to
allow general conclusion. However, it provides
suggestive evidence that small establishments
account for more hiring of new labor market
entrants than large business.

Job growth in small businesses—establish-
ments or firms—is also quite volatile. Birch
concludes that:

nCarey W. English, “Behind Hiring of More Temporary Em-
ployees,” U.S. News and World Report, Feb. 25, 1985, p. 76.

Bradley R. Schiller, ‘“ Corporate Kidnaf’ of the Small-
Business Employee, " Public Interest, Summer 1983, pP. 72-87.
Unfortunately, Schiller does not distinguish “firms” fro
tablishments”

m “es-
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The road to future growth is a tortuous one
indeed . . , Dynamic, job creating establish-
ments appear to oscillate, or pulsate, con-
stantly. Periods of expansion are the best
predictors of future decline, and declining
periods are the foundation upon which future
business growth is based, Stable firms, those
that have somehow isolated themselves from
the ups and downs in the world around them,
are the most likely to fail in the end . . . Just
as failure appears essential to our system, so
does instability.”

Other studies (Armington and Odle, and
Tietz) agree; Tietz notes an even greater degree
of volatility than Birch.”Moreover, Tietz finds

73 Birch, OP. Cit., p. 8.
“Findings are Cited in Richard Greene, “ Tracking Job Growth
in Private Industry, " Monthly Labor Review, September 1982.

that the bulk of employment growth is con-
centrated in a small percentage of small estab-
lishments. Many small firms are born and die
within a very short time; firms that “make it”
often grow rapidly. At some point, small suc-
cessful firms often turn into large ones, some
through continued growth, and some by acqui-
sition. Sometimes, successful small firms ac-
guire others, or are acquired by others. In the
latter case, some people may lose jobs. While
this kind of flexibility appears to be good for
the economy, it can be jolting for individuals,
for a large number of small businesses fail.
Flexibility in business creation, growth, con-
traction, and death may provide a degree of
overall economic stability which is not matched
at the individual level. Job security is not a
feature of employment in the small-establish-
ment or small-business sector.
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ing by 55 percent. In proposing the cut in
early 1985, the Administration cited a slow
rate of spending due to lack of demand for
extensive vocational retraining, and a large
carryover of unspent funds. Several other
factors contributed to the States’ initial
slow rate of spending: the inevitable de-
lays in starting up a major new program
and, in many States, a conservative ap-
proach in saving funds for contingencies.
As States gained more experience with dis-
placed worker programs, many spent at a
faster rate, and most had fully obligated
their Title 111 funds by the end of the 1984
program year (June 30, 1985). However,
State reports for program year 1984, which
became available in fall 1985, showed that
the carryover of unspent funds was still
large on an aggregated, nationwide basis.
In cutting funds for Title Ill, Congress
expressed no intent to cut the level of pro-
gram services;, both House and Senate
Appropriations Committees stated their
expectation that the carryover funds, to-
gether with the new smaller appropriation,
would be enough to maintain the same
program level. It appeared, however, that
because of differences in rates of spend-
ing and carryover funds among States, 23
States would have less money for services
to displaced workers in 1986 than their
1985 allocation. States that got an early
start in providing services and spent most
of their allocated funds might have to cut
services. Responding to this concern, Con-
gress directed the Secretary of Labor to
give first priority for discretionary Title 111
funds to States that would otherwise have
to cut back services, and to keep Congress
advised of the possible need for supple-
mental funds. What effect the funding
changes will have on the stability, quality,
and level of services to workers is not yet
clear.
.A problem that became apparent as Con-
gress considered fiscal year 1986 appropri-
ations for Title 111 is that reports on State
programs are neither timely nor adequate.
The reports are due 6 weeks after the end
of the program year (end of June), but are

usually not complete until several weeks
later. Thus, when Congress is considering
the budget for the following year in the
spring through the fall, the latest State
reports on program activities are several
months to more than a year old. Moreover,
information in the reports is scanty. The
Labor Department requires that States re-
port only the amount of Title Il funds
spent during the year, numbers of work-
ers served, numbers officially leaving the
program, numbers placed in jobs, and a
few characteristics of participants. The
reports do not include information on obli-
gation of funds, only on spending; nor do
they state how many workers are receiv-
ing what kind of service (e. g., vocational
skills training, remedial education, reloca-
tion assistance, job search assistance, and
on-the-job training).

Federal direction and oversight of the
JTPA employment and training programs
are minimal. While some State officials
welcome the noninterventionist policy of
the U.S. Department of Labor, others are
fearful that, without guidance from the De-
partment, some project services will be dis-
allowed by Federal auditors. Some States
have imposed tight regulations and con-
siderable paperwork requirements on Ti-
tle 111 projects to avoid trouble with audits
later. One Labor Department service that
many States would like is more exchange
of information about Title 111 practices in
other States, and about their successes and
failures in providing services.

Other Federal Programs

Trade Adjustment Assistance (TAA) is a ma-
jor Federal program open to displaced adult
workers who lost their jobs due to foreign com-
petition. Although much reduced from its 1979-
80 peak, TAA was still funded at about $70 mil-
lion per year and served some 30,000 workers
annually in 1984-85. For eligible workers, TAA
offers extended unemployment benefits, train-
ing assistance, and help with relocation to find
a new job. Unlike the Title Il program, TAA
extends income support to workers in approved
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training, and it provides more generous relo-
cation help than most Title 1l projects. TAA
authority technically expired at the end of 1985,
when Congress failed to pass the budget recon-
ciliation bill that proposed a longer term reau-
thorization of TAA. A continuing resolution
was passed, which allowed certified eligible
workers to continue to receive relocation and
retraining assistance through fiscal year 1986.
However, the full TAA program may be re-
vived, as the 99th Congress is expected to give
it further consideration in the second session.

The nationwide network of federally funded
Employment Service (ES) offices plays a sub-
stantial role in serving displaced workers. Most
commonly, the local Title 111 project buys from
the local ES office services such as placement
or helping clients to learn job search skills.
Without the funds from Title Il projects, ES
offices could not offer displaced workers such
services as assessment, job counseling, job de-
velopment, and referral to suitable training.

Congress has shown special interest in two
services that the ES system can provide. First,
JTPA, like other employment and training laws
before it, calls for the Secretary of Labor to
establish a computerized interstate system to
pool ES job orders nationwide and match ap-
plicants with job openings. The Interstate Job
Bank, in operation since 1984, goes some way
toward the goal of linking the State ES net-
works into a national system. However, the
bank’s coverage is limited to hard-to-fill tech-
nical and professional jobs, and it is by no
means fully automated. Technologically, the
system could be fully automated, but first many
State systems would have to be upgraded. The
costs of a fully automated interstate job bank
have not been carefully estimated.

It maybe questioned whether the benefits of
fully computerizing the interstate job bank and
extending its coverage to lower paid, lower
skill jobs would be worth the cost, consider-
ing that an interstate job bank is useful only
to workers who might want to relocate. How-
ever, such a system might encourage the relo-
cation of a broader range of workers; if it
proved effective it might also encourage more

listings by employers and more applications by
well-qualified workers. Information is scanty
on both the costs and benefits of a fully com-
puterized nationwide system, or on the inter-
mediate step of upgrading State systems.

JTPA also calls on the Labor Department to
help States provide detailed information about
local labor markets. The weakest element in lo-
cal labor market information is data on occu-
pations currently in demand. One reason is
that State ES systems do not have the expert
staff and funds to analyze information that is
currently collected. Cuts in Federal funding in
the last few years have led some State ES
offices to reduce research and analysis staff.
Federal assistance to States for collection of oc-
cupational data on a State and substate basis
may also be reduced. The Administration op-
poses Federal spending for labor market infor-
mation that is not explicitly required by law
or strictly related to national labor market in-
formation programs,

Non-Federal Programs to Help
Displaced Workers

A number of States have set up their own
programs to aid displaced workers. A few na-
tional collective bargaining agreements have
established funds for the same purpose (e.g.,
the United Auto Workers’ agreements with
General Motors and Ford for retraining funds).
A major element in both the State and private
programs is retraining of active workers to
avoid displacement. JTPA does not cover this
kind of activity. The State and private preven-
tive retraining programs are funded at tens of
millions of dollars per year; by far the greater
share of training and education of active work-
ers is done by employers, who spend billions
per year on these activities.

Some States and communities have also un-
dertaken to help firms that are in danger of go-
ing out of business. The point is not only to
avoid the costs of displacement for workers
and their families, but also to preserve the eco-
nomic life of communities. In a dynamic econ-
omy, some plant closings and labor shifts are
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inevitable, but not every closing is unavoidable.
Key considerations for State governments or
communities considering efforts to save threat-
ened firms are: 1) Is there enough time to adopt
a corrective strategy? 2) Are there realistic
prospects for the firm’s profitability that are
likely to attract alternative investors? 3) Are
management and labor willing to make sac-
rifices to create a more productive and profita-
ble enterprise? In many cases, plants can be
saved only at the cost of some jobs as produc-
tivity improves. States and communities can
help troubled firms in several ways, including
promoting labor-management cooperation; es-
tablishing continuing programs, such as rapid
response teams, technical consulting services,
and flexible financing; and, as needed, help-
ing to find new financing or a new owner.

Labor Policies and Adult Worker Training
in the United States and Other
Industrial Democracies

Many industrialized nations have adopted la-
bor policies that are designed to deal with em-
ployment problems and to improve the contri-
bution of labor to national competitiveness.
Among them are programs for the retraining
and reemployment of adult displaced workers.
Experience with such programs in other indus-
trial democracies may provide useful lessons
for the United States, keeping in mind that pol-
icies which succeed in other cultures do not
always travel well.

An example is Sweden’s large and costly la-
bor programs, which account for 2 to 3 per-
cent of the country’s gross national product,
and generally provide services to 5 or 6 per-
cent of the labor force per year. The major serv-
ices are wage subsidies, retraining, and pub-
lic service employment. This combination has
helped to keep Swedish unemployment rates
below 3.5 percent even in the recession of the
1980s, when unemployment rates in large
European countries and in the United States
were 10 percent or more. Sweden’s inflation
rates since 1971 have been about average for
European countries, and generally above those
in the United States.

A Swedish Government agency operates
what is generally considered a well-run adult
training program and nationwide employment
service. Business and labor are involved at all
levels in determining the kind of training
needed. Many laid-off workers, especially the
less skilled, enter training; while in training
they receive stipends roughly equal to unem-
ployment insurance. The Swedish system also
provides individualized job-hunting services
for workers who do not require training. Rapid
response, to avoid long layoffs, is emphasized.
Mandatory advance notice of plant closings al-
lows early action to assist displaced workers.

Major drawbacks to the Swedish system, be-
sides its cost, are some untoward effects on eg-
uity and efficiency. Established workers are the
main beneficiaries of the system, not those just
entering the labor force. Also, the system prob-
ably depends in part for its success on having
immigrant guest workers take less secure jobs.
The system may discourage worker mobility,
and industry innovation and entrepreneurship.

In Canada, labor policy is a less formal so-
cial partnership between business, govern-
ment, and labor than a number of selective in-
terventions by the national government to
correct deficiencies in the private market.
Nonetheless, Canadian labor programs are
large; in fiscal year 1984, the national govern-
ment spent $1 billion of its $89 billion budget
for adult training programs alone. About 2.3
percent of the labor force took part in govern-
ment-sponsored training. Training courses are
usually lengthy (averaging 1 year) and trainees
are eligible for extended unemployment insur-
ance or allowances.

A point of practical interest to U.S. policy-
makers is the positive example of Canada’s In-
dustrial Adjustment Service (IAS). At modest
expense to the taxpayer (about $108 per year
for every worker served), this small federal
agency gives effective reemployment assis-
tance (not including expenditures for retrain-
ing) to workers displaced by plant closings.
This is accomplished by efforts at the plant
level to turn up jobs. In fiscal year 1982-83, the
Canadian IAS program served about 36,000
workers displaced in plant closings and large
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layoffs—equivalent to approximately 350,000
workers in the much larger U.S. labor force.
This suggests that more effective delivery of
readjustment services to displaced American
workers might stimulate higher levels of par-
ticipation than the 4 or 5 percent currently
served by JTPA Title Ill projects.

Despite Canada’s active policies to help dis-
placed workers find jobs and to provide retrain-

ing to adults, Canadian unemployment rates
have been high relative to those of most indus-
trialized nations in the past dozen years, and
were somewhat higher than U.S. rates (an aver-
age of 6.8 v. 6.3 percent from 1970 through
1981). Canada was hit very hard by the reces-
sion and had not recovered in 1984, when its
unemployment rate was still over 11 percent.

THE EVOLUTION OF DISPLACED WORKER PROGRAMS

U.S. displaced worker programs originated
in the automation scare of the late 1950s and
early 1960s, when unemployment was on the
rise and thousands of workers were losing jobs
in industries undergoing structural change.
The Federal Government, some of the States,
private business, and labor unions all became
involved in helping displaced workers.

Federal Employment and Training Programs:
1960-83

The first Federal program for retraining and
reemployment of displaced adult workers since
the Great Depression was established in 1961,
under the Area Redevelopment Act (ARA).
During his West Virginia travels in the 1960
Presidential campaign, John F. Kennedy pledged
Federal assistance to lift the Appalachian re-
gion out of its long decline and to help chroni-
cally unemployed workers of the area to find
jobs. One result of this pledge was the ARA
program, funded at $14.5 million and available
only to unemployed or underemployed work-
ers in depressed areas. It offered free 16-week
training courses and provided allowances equal
to unemployment benefits during training.
Other Federal programs were combined with
this retraining to bolster economic develop-
ment in depressed areas, especially Appalachia.

The Manpower Development and Training
Act (MDTA) of 1962 created a much larger dis-
placed worker program. MDTA was adopted
in response to a rising national unemployment
rate (approaching 7 percent in 1961) and to

growing fears that technological changes were
radically and permanently altering American
industry, reducing jobs, and displacing mid-
career adult workers. Under MDTA, unem-
ployed and underemployed workers could take
retraining courses of up to 1 year and draw a
weekly allowance equal to unemployment ben-
efits. Originally funded at $100 million a year,
the aim of the program was to retrain adults,
especially those displaced by technological
change.

Within a year or two, the focus of Federal
training efforts began to shift. The unemploy-
ment rate dropped and fears about automation
faded. Public and congressional concern turned
from displaced adult workers to the disadvan-
taged—poorly educated, unskilled workers
with unstable work histories, and youths with
no job experience at all. Congress amended
MDTA in 1963 to allow spending of one-quar-
ter of the funds on training for youths under
22, and money was also provided for literacy
training. The following year, President John-
son declared his War on Poverty, proposing
new, bigger programs for job training and job
creation, but now targeted to disadvantaged
young people and unemployed heads of house-
holds, many of them welfare recipients.

Throughout the 1960s and 1970s most of the
focus remained on disadvantaged workers. The
Comprehensive Employment and Training Act
(CETA), signed into law by President Nixon in
1973, changed the mechanisms but not the
main goal of the program, namely to help peo-
ple handicapped by poverty, race, age, disabil-



Ch. 5—National Displaced Worker Programs .169

ity, or limited education to get a job. CETA
consolidated nine earlier programs (including
MDTA); transferred the responsibility for run-
ning them from the Federal Government to 476
prime sponsors, broadly representative local
committees acting under the direction of mayors,
county officials, or in some cases governors;
and added a large new public employment
component. As unemployment rose during the
1970s, the CETA program grew from $1.4 bil-
lion in 1973 to $10.3 billion in 1979, and pub-
lic sector employment became much larger
than training, By the end of the decade, train-
ing accounted for only one-quarter of the money
spent on the program. Box 5A briefly describes
the results of government-sponsored adult
worker training programs of past years—MDTA
and the training component of CETA.

Programs to help adult displaced workers did
not drop completely out of sight during the
later 1960s and 1970s. Most of the programs
were quite small and targeted specifically to
groups whose jobs might be affected by par-
ticular congressional actions. For example, log-
gers, sawmill workers, and others who might
be displaced when Congress established the
Redwoods National Park got special benefits
in the Redwood Employee Protection Program.’

By far the largest of these special programs
was Trade Adjustment Assistance. It was es-
tablished in 1962 to compensate and retrain
workers who lost their jobs to foreign compe-
tition due to lowered tariffs. TAA reached few
workers in the next 12 years because proving
that job losses were caused by lowered tariffs
and certifying the affected workers was too dif-
ficult. In 1974, after a new round of tariff re-
ductions, Congress liberalized TAA, making
eligibility easier and extending benefits.

The revised TAA offered a generous bene-
fits package to groups of workers who lost their
jobs as a consequence of foreign competition:
income maintenance at a higher level and for
a longer period than unemployment insurance

1For @ description of these special programs, see U.S. Con-
gress, House Committee on Ways and Means, Federal Provisions
for Special Employee income Protection Programs and the Un-
employment Insurance Program, Committee Print 96-49, Feb.
15, 1980.

provided, plus training and relocation assis-
tance. In its first 4 years (fiscal years 1976-79)
the revised TAA program cost about $844 mil-
lion, providing assistance to about 500,000 dis-
placed workers. But in 1980 and 1981, with.
large layoffs in the auto industry, spending shot
up to $3.1 billion. Over 800,000 workers re-
ceived TAA assistance in those 2 years.

From 1976-81, TAA funds went mainly to in-
come maintenance, with little spent for retrain-
ing or other forms of readjustment assistance.
Only $43 million of $3.9 billion, or $11 of every
$1,000 spent, went for training, out-of-area job
search, and relocation. Of the 1.4 million work-
ers eligible for TAA, only 48,000 (3,5 percent)
entered training, and 10,000 (fewer than 1 per-
cent) got job search or relocation assistance.
Only about one-third of those eligible for train-
ing ever heard about it, and the funds for train-
ing had to be borrowed from CETA, which had
many other groups to serve. Moreover, bureau-
cratic delays in certifying workers’ eligibility
were very long. The average worker waited 14
months after layoff before getting his first TAA
check, and by that time, half the affected work-
ers were back at work.

Congress undid most of the income mainte-
nance provisions of TAA in 1981. Cash bene-
fits were cut back to the level of unemployment
insurance (Ul) payments, and were allowed to
begin only after Ul eligibility was exhausted.
The training component of the program was
kept alive, and in 1982 Congress earmarked
funds for it ($25 million) for the first time.

In the 1978 CETA amendments, Congress
had included a small program for displaced
workers, As CETA neared its expiration date
in 1982 and Congress considered whether to
renew it, displacement of experienced adult
workers was once again an urgent issue. With
the economy in the trough of the deepest reces-
sion since the 1930s, with millions of workers
on the streets, and with the distinct possibil-
ity that many would never return to their old
jobs in the mill or on the assembly line, Con-
gress enacted for the first time in 20 years a
broad new program to assist displaced work-
ers. It is contained in Title Il of the Job Train-
ing Partnership Act of 1982, successor to
CETA.
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Two other important changes responded to
criticisms of CETA. First, income support for
trainees was much diminished. Critics had
charged that the training allowances under
CETA were quite often higher than the wages
trainees could earn in paid employment, thus
encouraging people to enroll for the wrong rea-
sons. Others argued that many workers sim-
ply cannot afford training unless some form
of income support is available, even if not as
much as CETA provided. In the end, JTPA did
not explicitly prohibit income payments to
trainees, but did specify that 70 percent of the
Federal funds going to JTPA projects must be
spent on training and related employment serv-
ices, leaving no more than 30 percent for ad-
ministrative costs and support services. A limit
of 15 percent was set for administrative ex-
penses. Even though the law does not impose
a strict 15 percent limit on support services
payments, ‘this level has served as a rough
guide to PICs and State and local officials. In
the first 2 years of implementation, JTPA proj-
ects spent much less than 15 percent on sup-
port services.

Finally, JTPA specifically mandates perform-
ance standards for evaluating job-training pro-
grams, with rewards for success and sanctions
for failure. The criteria for success of displaced
worker programs are “placement and retention
in unsubsidized employ merit,” CETA contained
no such explicit statutory requirements for per-
formance.

JTPA’s Title Il (the section directed to adult
displaced workers) focuses, like the rest of the
law, on training. But training “and related em-
ployment services” are broadly enough defined
to include many forms of reemployment assis-

wTitle | 1A of JTPA, for disadvantaged workers, specifies the
conditions under which a waiver may be granted for exceed-
ing the 30-percent limit on supportive and administrative serv-
ices, Supportive services may include needs-based income pay-
ments and services that enable workers to participate in training,
such as health care, transportation, and child care. In Title 111,
for displaced workers, there is a 30-percent limit on spending
for supportive services, wages, allowances, stipends, and costs
of administration. The limit applies to Federal funds provided
by formula to al of the States, but not to discretionary grants
made by the Secretary of Labor. In any case, the limit applies
to no more than half the total anount of Federal and non-Federal
funds available to Title 111 programs.

tance, such as counseling and job search serv-
ices. Relocation assistance may also be pro-
vided. Exactly what services are provided,
how, by whom, and for whom, is left up to the
States. The only restrictions the law imposes
on eligibility are that workers receiving bene-
fits must fall into one of the following cate-
gories:

1, they have been terminated or laid off or
have received notice of layoff, are eligible
for unemployment insurance or have ex-
hausted it, and are unlikely to return to
their old industry or occupation; or

2. they have been laid off or received notice
of layoff in a permanent closing of a plant
or facility; or

3. they are long-term unemployed and have
little chance of finding a new job in their
old occupation or one similar to it in the
area where they live; this includes older
people whose age creates a barrier to em-
ployment.
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Title 11l accounted for $223 million of the
$3.8 billion allotted to JTPA in program year
1984.%State contributions from non-Federal
sources are required to match about three-
qguarters of the Federal Title 111 money. As
much as half of the match, however, can be Ul
payments to participating workers; also, the
match does not have to be in cash, but may be
in kind (e.g., office space and overhead con-
tributed by community colleges). Altogether,
the Title Ill portion is a relatively small part
of the the whole JTPA program. Yet compared
with what was previously available in Federal,
State, and private programs for displaced
workers, it was a huge infusion of new money.
Before JTPA, there were a handful of displaced
worker projects. By mid-1985, even with the
very slow startup under Title 111, hundreds of
projects were in existence throughout the
Nation.

The Employment Service and
Unemployment Insurance

This brief history of Federal programs serv-
ing adult displaced workers would not be com-
plete without a mention of the Employment
Service. Created by Federal law during the
Great Depression, it is the oldest government
service available to displaced workers, or any-
one seeking a job. It was intended to serve the
entire Nation with clearinghouses to bring job-
seekers together with employers trying to fill
job vacancies. Today, the system is a combined
Federal-State enterprise, with the Federal Gov-
ernment establishing standards, issuing guide-
lines, prescribing activities, and providing the
funds. The States are in charge of running the
ES offices, in 2,400 locations across the country,

In theory, an ES office can do nearly every-
thing a displaced worker project can do, ex-
cept pay for training. It can counsel clients,
help them sharpen job search skills, test them
to find out their vocational and educational
skills, refer them to training, contact employers
to turn up jobs for them (i.e., develop jobs), as

*Federal funds under JTPA are provided to States in ﬁrogram
years lasting from July 1 to the following June 30, rather than
in Federal fiscal years from October 1 to September 30,

well as perform the traditional role of match-
ing jobseekers with requests from employers.
In fact, for many reasons—not least that ES
staff has been stretched thinner over the years
as more duties were laid on and the labor force
grew—the ES usually provides very few of
these services. In 1981, 7 percent of all job-
seekers coming to ES offices received counsel-
ing, 5 percent skills testing, 1 percent training
referrals, and 12 percent special efforts to de-
velop jobs. Twenty-three percent of applicants
were eventually placed in jobs.*

A serious drawback to displaced workers
using the ES for its most basic and traditional
service—finding jobs—is that many of the jobs
listed with the ES are not very good. About 38
percent of the job listings flowing into ES
offices are in low-pay low-status occupations;
these jobs represent only 11 to 15 percent of
total U.S. employments Experienced workers
accustomed to middle-class wages may not get
much help from the ES in finding a good new
job. Moreover, the jobs listed with the ES are
few compared with jobs that may actually be
open on the “hidden job market, ” but are nei-
ther listed nor advertised. A Federal survey in
1973 showed that only 5.1 percent of people
looking for work in the previous year found
jobs through their local ES office.’

One of the principal extra duties ES offices
perform, in addition to job matching, is admin-
istering Ul benefits, (The fact that most work-
ers call the Employment Service “the unem-

“U. S. Department of Labor, Employment and Training Report
of the President (Washington, DC: U.S. Government Printing Of-
fice, 1982). These figures, for fiscal year 1981, are the most re-
cent published on ES activities. The President’s Employment
and Trai nin? Report has not been published since 1982,

sNearly half the job cinders filled within 1-day by ES offices
are for these occupations. They include domestic worker, res-
taurant worker, janitor, farm worker, unskilled construction la-
borer, and service station attendant. See U.S. Department of La-
bor, Employment and Training Administration, The Public
Employment Service and Help Wanted Ads [Washington, DC:
U.S. Government Printing Office, 1975), pp. 68-70,

By comparison, 34.9 percent were placed through direct ap-
lication to employers, 26.2 percent through word-of-mouth in-
ormation from friends and relatives, 13.5 percent through news-

paper ads, 5.6 percent through private employment agencies,
and the remainder by various means. See U.S. Department of
Labor, Bureau of Labor Statistics, jobseeking Methods Used by
American Workers, Bulletin 1886 (Washington, DC: U.S. Gov-
ernment Printing Office, 1975), p. 7.
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ployment office” is a tribute to the prominence
of this task.) The purpose of unemployment in-
surance, also created by Federal law during the
depression, is to provide temporary income
replacement for workers who have lost jobs
through no fault of their own.

The Ul system covers 97 percent of wage and
salary workers, although only about 30 to 50
percent of unemployed workers have actually
collected benefits in recent years. The rest were
ineligible because they had been unemployed
so long that they exhausted their benefits, or
because they had never worked, or had not
worked long enough to qualify, or had left their
jobs voluntarily. The proportion of unemployed
workers eligible for Ul in the United States is
low compared with other industrialized coun-
tries. For example, in August 1984, Sweden,
West Germany, and Japan compensated over
60 percent of their unemployed, while the com-
parable figure in the United States was 31
percent.’

Regular Ul benefits last 26 weeks. The per-
manent Extended Benefits program, the costs
of which are shared equally by the Federal Gov-
ernment and by the States, can provide another
13 weeks of coverage when the insured unem-
ployment rate in a State is high;"the triggers

"For a complete description of the Ul system, see U.S. Con-
gress, House Committee on Ways and Means, Background Ma-
terial and Data on Programs Within the Jurisdiction of the Com-
mittee on Ways and Means, Committee Print 99-2, Feb. 22, 1985.

*The insured unemployment rate in a State is the percent of
workers covered by unemployment compensation who are col-
lecting benefits. This rate has been substantially lower than the
total unemployment rate in recent years, reflecting the fact that
half or fewer of unemployed workers were collecting benefits.
In 1983, when the civilian unemployment rate averaged 10.1 per-

are high enough that not many States qualified
throughout the entire 1982-83 recession. In Jan-
uary 1985 only Alaska and Puerto Rico were
eligible. The temporary Federal Supplemental
Compensation (FSC) program, authorized by
Congress for September 1982 through March
1985 and phased out thereafter, underwrote Ul
extensions of 8 to 14 weeks in all States and
was paid for entirely by Federal funds. Some
displaced workers covered by union contracts
can also collect supplementary unemployment
benefits (SUBS); for the most senior workers,
SUBS together with Ul may replace as much
as 95 percent of earnings and last as long as
2 years.

The two main objectives of Ul are: 1) to pro-
vide a cushion for unemployed workers be-
tween jobs, and 2) to help stabilize the econ-
omy in recessions. For displaced workers who
have little hope of ever returning to their old
jobs, Ul can serve another purpose as well: pro-
vide a source of income while the workers
learn job search skills or retrain for a new oc-
cupation. However, the relatively brief dura-
tion of Ul, the low level of compensation in
some States, and the difficulty of collecting it
during retraining in some States and some cir-
cumstances all make it a somewhat uncertain
source of income for displaced workers who
choose training and education.

cent, the insured unemployment rate was 4.3 percent. The com-
parable figures for 1984 were 7.8 and 2.9 percent. In 1985, in
most States, the Extended Benefit program was activated if the
current 13-week average insured unemployment rate was 6 per-
cent or above. Some States with high tot unemch(?/ment rates
did not qualify for the program because their insured unemploy-
ment rates were much lower.

FEDERAL DISPLACED WORKER PROGRAMS OF THE 1980s

By 1985, displaced worker projects were nu-
merous and diverse. Delays in gearing up the
new JTPA Title lll program were common, but
even so, more than 700 project sites existed in
1985, either providing services or planning to
do so.’

‘U.S. Congress, General Accounting Office, unpublished in-
formation.

Status of Title Il Programs
Participation

In the first 9 months of the Title Ill program’s
existence—the transition year from October
1983 through June 1984—some 96,100 displaced
workers signed up for services; in the follow-
ing program year, July 1984 through June 1985,
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177,700 workers were served, including 132,200
who were newly enrolled during the year. How
many of the workers eligible for services are
taking part in Title Il programs is not certain,
but it appears that participation is below 5 per-
cent. In calendar year 1983, 3.3 million adult
workers lost their jobs because of plant clos-
ings or relocations, abolition of positions or
shifts, or “slack work.”*Some of the job losses
due to slack work may have been cyclical, but
most of the 3.3 million job losers probably
would fit the definition of displaced workers
that the States generally use to determine eligi-
bility for Title 1l programs.” Taking 3 million
as a rough estimate of eligible displaced work-
ers in 1983, about 4 percent participated.

Of the workers terminating from Title 1l pro-
grams by June 30, 1985 (that is, officially leav-
ing the program by that date), 65 percent were
male, 70 percent were white, 80 percent were
high school graduates, and 94 percent were
over 22 years old. Minority workers were over-

©Unpublished information from the U.S. Department of La
bor, Bureau of Labor Statistics (BLS), based on the survey of dis-
placed workers described in Paul O. Flaim and Ellen Sehgal,
‘Displaced Workers of 1979.83. How well Have They Fared?’
Monthly Labor Review, June 1985. The figure of 3.3 million in-
cludes all adult workers who lost jobs because of plant closings
and employment cutbacks, regardless of tenure on the job.
According to the BLS definition of displacement, which includes
tenure of 3 years on the job lost, about 1.5 million workers were
displaced in 1983. The BLS definition is more restrictive than
the definition of eligibility used by most States.

uSee the section entitled Eligibility, this chapter, for a discus-
sion of States' definitions of workers eligible for Title 111 services.

represented in Title 1l projects. They accounted
for 30 percent of participants, but only 14 per-
cent of all displaced workers (following the Bu-
reau of Labor Statistics definition) from 1979
to 1983 (see table 5-1 and refer to ch. 3).

Outcomes

Of the 177,700 displaced workers taking part
in Title 11l programs in program year 1984,
113,600 were terminees at the end of June 1985
(the rest remained in the program past that
date). Of the terminees, 74,200 (65 percent)
were reported as having “entered employ-
merit.”*This entered employment rate, achieved
in a time of economic stability and moderate
growth, is comparable with the placement rates
of the MDTA programs for adult workers in
the 1960s.”

12J,s. Department Of Labor, Highlights of JTPA Program per-
formance for Titles I1A and 111 During the JTPA Program Year
1984 (Washington, DC: Department of Labor, November 1985).
The other major source for datain this section was anOTA sur-
vey of officials of State Title 111 programs. OTA conducted the
survey by telephone from November 19a2 through February 19ss
and received information from 49 of the 50 States. Not &l States
were able to supply all the information requested. Despite some
inconsistenciesin the reporting and the incompl ete data, the
telephone survey yielded information not available elsewhere
about the early implementation of Title 111 programs.

»Placement rates for displaced workers in MDTA projects
were generally about 70 percent in the 1960s, also arelatively
prosperous period. See Gerald G. Somers, Retraining the Un-
irggé;;yed (Madison, WI: The University of Wisconsin Press,

Table 5-1.—Enrollments, Outcomes, and Selected Characteristics of Terminees,
JTPA Title lll Program, October 1983-June 1985

October 1983-June 1984

July 1984-June 1985

New enrollments . . .. ..............., o
Terminations . .. ............ ...
On board at end of period ., . . ..........
Entered employment:
Number. ... ... . ... .. .. . .
Percentage of terminations . . . ... ... ..
Selected characteristics of terminees:
Male . ...y, "
MINOMItY ...y oy vt e ey
22yearsandolder...................
High school graduate . . . .............

96,100 132,000
50,500 113,600
45,600 64,100
36,500 74,200
720/0 650/0
68%0 620/0
30 30
95 94
78 80

NOTE: Figures are for 50 States, Puerto Rico, and Territories.

SOURCE: U.S. Department of Labor, Employment and Training Administration, “Highlights of JTPA Program Performance for
Titles WA and Ill During the JTPA Transition Year (October 1983-June 1984),” November 1984; and “Highlights of
JTPA Program Performance for Titles!lA and M During the JTPA Program Year 1984 (July 19&-June 19S5).
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Table 5-2 shows by State the number of dis-
placed workers enrolled in Title Il projects
during the transition year, the entered employ-
ment rates for those who terminated, and
wages on the old job and the new one (where

these data were available). Twenty-nine States
reported entered employment rates above the
national average, which was 72 percent in the
transition year; 10 States claimed entered em-
ployment rates of 90 percent or above.

Table 5-2.—Enrollment and Outcomes in JTPA Title lll Programs by State, October 1983-June 1984

Total Entered Average hourly wage
State Enrollment terminated employment rate® Old job New job
Alabama . ...l 2,713 1,538 3% §5.718) $4.68
Alaska. . ................... 0 0 0 NA NA
Arizona.................... 1,554 484 91 10.46 8.81
Arkansas . ................. 2,762 1,269 88 NA NA
California . ................. 8,839 5,031 73 8.02 8.53
Colorado. . ................. 286 256 90 7.00-20.00 6.50-10.00
Connecticut . . .............. 527 386 89 7.23 7,46
Delaware . ................. 285 112 90 NA NA
Florida.................... 1,139 730 82 NA 4.20
Georgia. . ... 630 41 76 5.42 5.03
Hawaii..................... 564 345 73 491 4.94
Idaho. . .................... 228 136 77 NA 8.13
llinois. . ................... 7,567 3,051 65 NA 6.61
Indiana . ................... 3,628 975 81 NA NA
lowa...........oovii. ... 3,958 2,447 51 7.88 6.69
Kansas.................... 698 376 89 6.11 5.64
Kentucky . ................. 828 291 59 NA NA
Louisiana . ................. 361 309 60 NA NA
Maine..................... 246 126 94 NA 5.00
Maryland . .................. 2,406 1,250 66 NA NA
Massachusetts . . . .......... 1,127 532 87 4.00-12.00 6.00
Michigan . . ................ 3,524 1,737 95 NA 9.47
Minnesota . . ............... 2,840 1,740 63 NA 6.25-7.00
Mississippi . . .o 1,894 1,242 71 4.44 4.18
Missouri . . ... 5,778 5,041 81 7.53 7.93
Montana ................... 1,199 947 78 10.00 7,92
Nebraska . ................. 473 266 46 6.00 5.58
Nevada.................... 1,478 848 66 6.84 5.78
New Hampshire . .. ......... 403 227 90 8.50 6.00
New Jersey . ............... 1,979 529 71 NA NA
New Mexico . ............... 102 54 30 14.00-15.00 NA
NewYork.................. 1,144 665 68 5.78 6.19
North Carolina . .. ........... 3,691 1,166 96 4.53-6.14 4.10-4.88
NorthDakota . .............. 102 29 38 5.34 4.87
Ohio..........iiii.. 4,699 2,256 74 NA 5.35
Oklahoma.................. 166 62 53 3.00 5.00
Ooregon . .....ovvv .. 1,690 1,016 89 NA 6.14
Pennsylvania . . ............. 5,875 4,135 49 7.11 8.80
Rhodelsland . .............. 608 438 77 5.00-6.50 4,50-5.00
South Carolina . . ........... 1,718 798 67 4.60 4.73
SouthDakota............... 25 10 100 3.72 5.14
Tennessee . ................ 599 339 66 5.28 4.94
TEXAS . o oo e 2,227 1,352 67 NA NA
Utah...................... 434 202 71 7.26 6.88
Vermont................... 94 39 85 4.60 5.54
Virginia .. oL 6,778 3,400 73 NA 3.87
Washington . . . ............. 2,293 1,124 90 NA NA
West Virginia. . .. ........... 1,385 876 89 6.24 7.71
Wisconsin . . ............... 3,859 1,497 91 7.81 6.33
Wyoming . . ..o 171 133 29 7.55 7.32
NA—Not available.
“The entered employment rate is the percentage of clients terminating from Title Ill programs who found jobs.

SOURCES: Fordataon enrollment, total terminated, and entered employment rates (except for Colorado), U.S. Departmentof Labor, Employment and Training Adminis-
tration, unpublished data Foraverage hourly wages on old and new jobs, OTA telephone survey The OTA survey was also the source for total terminated
and entered employment rates for Colorado. At the time Colorado reported to the Labor Department (June 30, 1984), no participants in the State’s Title
Il program had yet found jobs. At the time of theOTA survey (from fait 1984 through winter 1985), 90 percent of terminees had entered employment
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The term “entered employment” may be
somewhat misleading as a measure of place-
ment results of the programs. Since it is based
only on those who terminated from the pro-
grams, it is higher than and not comparable
with placement figures based on all partici-
pants in a program. (MDTA projects reported
on this basis, showing placements as a percent-
age of all who enrolled; so did the national dis-
located worker demonstration projects of 1982
and 1983, described in ch. 6.) In a new pro-
gram, entered employment rates may tempo-
rarily overstate favorable outcomes, since the
best qualified participants may find jobs first,
and thus leave the project first. The entered
employment rate for program year 1984 did in
fact decline to 65 percent, from 72 percent in
the transition year. In addition, anecdotal evi-
dence suggests that some projects, trying to
show good placement results, do not even list
clients as enrolled until they are fairly certain
the client will be placed,

Also, entered employment rates include
recalls to old jobs as well as placement in new
jobs. This helps explain Michigan’s remarkably
high reemployment rate in the transition year.
The State’s biggest Title |1l project at that time
was the Pontiac Retraining and Employment
Program, serving nearly 2,200 auto workers
who had long been on layoff from General Mo-
tors plants. When auto manufacture picked up
in 1984, most of these workers were recalled,
and the project showed an entered employment
rate of 93 percent. The recalls also shed light
on Michigan’s reported average reemployment
wage of $9.47, the highest reported by any State
for the transition year (table 5-2).

Not all States with high reemployment rates
had the same experience as Michigan. Arizona,
for example, reported a 91 percent entered em-
ployment rate, but it was not due to recalls,
Sixty percent of the displaced workers served
by Arizona’s Title Ill projects had been con-
nected with the copper industry, which was de-
pressed in the mid-1980s and was not recall-
ing many workers. Other Arizona clients, from
a variety of manufacturing industries, also got
new jobs, not recalls.

There may also be special reasons why some
States show extremely low reemployment
rates. New Mexico, for example, had just be-
gun its displaced worker program at the end
of the transition year; the State’s entered em-
ployment rate of 30 percent was based on only
102 enrollees and probably is not representative.

The earnings data reported by States show
only moderate drops in wages for the displaced
workers who were reemployed with the assis-
tance of Title Il projects. Of the 30 States
reporting average old and new wages of their
clients, 19 reported lower reemployment wages."
Six States reported average wage losses of as
much as 20 percent. Nine States reported
higher average wages on the new jobs; four
showed increases of 20 percent or more. In two
States, the new average wage was nearly iden-
tical with the old. On the whole, reemployment
wages were modest. According to a Labor De-
partment survey of a sample of Title Il proj-
ects, the average for participants finding new
jobs by March 1985 was $6.15 per hour.”The
average private sector wage was then $8.52 per
hour.

Funding and Spending

JTPA provides that Federal grants for dis-
placed worker programs may be given to States
in two ways: by formula, or at the discretion
of the Secretary of Labor. Formula grants are
allocated to each State in accordance with its
relative share of all unemployed workers in the
country, its share of “excess” unemployed
workers (“excess” being defined as more than
4.5 percent of the civilian labor force), and its
relative share of people unemployed longer
than 15 weeks. At least three-quarters of all
JTPA Title Il grant money must be allotted to
the States by formula grants and, except where
unemployment is high, the States must match

14OQTA telephone SUI’V%. . )

1U.S. Department of Labor, Employment and Training Admin-
istration, Division of Performance Management and Evaluation,
Summary of JTLS Data for JTPA Title IIA and III Enrollments
and Terminations During January-March 1985 (Washington, DC:
Department of Labor, August 1985]. The report includes data
for Title 111 programs for July 1984-March 1985.
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the grants dollar for dollar, in cash or in kind,
from public or private funds. Up to one-quarter
of the Title 111 money can be reserved for the
Secretary of Labor’s discretionary grants, which
go to benefit people affected by mass layoffs,
natural disasters, or Federal Government ac-
tions (e.g., relocation of Federal facilities), or
to people who live in areas of high unemploy-
ment or in designated enterprise zones. No
State match is required for the discretionary
grants.

In the 21-month startup period for JTPA pro-
grams, October 1982 through June 1984, the
States received about $201 million of Federal
money to support displaced worker projects.
For several reasons, spending for the new Ti-
tle Il program started up rather slowly. For
the first 12 months of that period (fiscal year
1983), displaced worker projects could apply
for JTPA grant money, but State Title Ill pro-
grams had not yet begun. The projects that re-
ceived Federal funds during that time were
mostly ones already operating, such as six dem-
onstration displaced worker projects that were
originally funded by CETA and other Labor
Department funds.

In October 1983, the JTPA program officially
began. States began to implement both their Ti-
tle 11A programs (for disadvantaged workers)
and Title 111 programs (for displaced workers).
Whereas Title 11A was in some respects a con-
tinuation of CETA, with experience behind it,
Title Il was brand new. Many States did not
begin serving displaced workers until nearly
the end of the transition year. By June 30, 1984,
States had spent $74 million, about 37 percent,
of the $201 million. More was in the pipeline,
however, A survey of 20 States showed that
they had obligated over 97 percent of their Ti-
tle 1l funds for the year.”

At the end of program year 1984 (June 30,
1985), the carryover of unspent Title 111 funds
was still larger—about $184.5 million—despite
the fact that the pace of spending had picked

16 Robert F. Cook, et al., Transition year Implementation of
the Job Training Partnership Act, report prepared for the U.S.
Department of Labor, Employment and Training Administra-
tion (Rockville, MD: Westat, Inc., 1985].

up. During the year, States had $343.5 million
in Federal Title I1l money available for spend-
ing (this included funds carried over from pre-
vious years plus new appropriations). Taken
altogether, the States spent $159 million, or
about 46 percent of the available funds. In a
telephone survey by the National Governors’
Association (NGA), 20 States reported on obli-
gations as well as spending of their Title Il
funds. They had fully obligated their formula-
funded grants, and had obligated 89 percent
of all available money (formula and discretion-
ary). States also reported to NGA that they had
spent 71 percent of their formula allocations,
and 31 percent of discretionary grants. *7

Location and Operation of Projects

Because of the flexibility JTPA affords, the
700-odd” current displaced worker projects vary
greatly, ranging from projects centered around
a single plant closing to services distributed
throughout the State in local offices, available
to any displaced worker who walks in. Opera-
tors of the projects are equally diverse. JTPA
gives control of displaced worker programs to
the States; in all but seven the Governor or
State agencies kept control of the Title Il pro-
gram instead of turning it over to local enti-
ties, the Service Delivery Areas (SDAs).”Some
States designated existing agencies (often State
Employment Security Agencies, which oper-
ate the ES system) or a consortium of agencies
(often including the State departments of labor,
education, and economic development) to
deliver displaced worker services statewide.
More commonly, States decided that their ex-
isting agencies lacked the capacity to run the
new projects, and instead appointed a State
official to choose contract operators through

"National Governors Association, **Background Information
Regarding jTpA Title 111 Funding,” survey summary attached
to memorandum entitled Legisline (Washington, DC: National
Governors' Association, October 1985)

185D As represent much the same kind of local governmental
bodies as prime sponsors under CETA. Under JTPA, agood dedl
of authority over the job training programs for disadvantaged
workers (Title 11A) remains with the SDAS and their associated
PICs. Title 111 is different: States can keep full control of dis-
placed worker programs if they wish to,
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competitive bids.” The result is a melange of
project operators, including State agencies,
local governments, community colleges, voca-
tional technical schools, SDAs, PICs, com-
panies, unions, and community-based organi-
zations.

lllinois, for example, established a network
of 23 centers for displaced workers, mostly in
community colleges, but a few run by such
operators as a county agency, a city agency,
a union council of building trades, and a
community-based organization. The Illinois
Department of Commerce and Community Af-
fairs, which is in charge of the State’s program,
selected areas of high unemployment and eco-
nomic distress in which to locate the centers.

Wisconsin has a different mix. In several
counties, the local ES offices dispense a broad
array of services to all eligible displaced work-
ers. Other projects are targeted solely to work-
ers displaced by technological changes in par-
ticular plants; they offer retraining to equip the
workers for jobs that depend on the new tech-
nologies.

Some States are concentrating on economic
development in using their JTPA funds, offer-
ing customized training to attract new busi-
nesses, or providing wage subsidies to em-
ployers in the form of 50-percent payment of
on-the-job training expenses. In these States,
the agencies responsible for economic devel-
opment are likely to take a leading role in the
planning, and sometimes the management, of
Title 111 programs.

Service Mix

The different kinds of services that displaced
worker projects customarily offer are briefly

1As Of 1984,17 States had chosen to operate statewide Pro-

grams; 16 used State agencies and 1 contracted with the AFL-
CI0 employment and training unit to run the program statewide.
Thirty-two States used requests for proposal's to select contrac-
tors for individual projects, Seven turned JTPA funds over to
SDAs. (These numbers add to more than 50, because some States
used more than one method of allocating JTPA resources.) See
Wayne M. Turnage, et al., The Organization of Title II of the Job
Training Partnership Act in 50 States, report to the U.S. Depart-
ment ofg Labor, Employment and Training Administration (Rock-
ville, MD: Westat, Inc., 1984).

outlined in box 5B, with a rough indication of
their costs. Reflecting different local needs and
the different approaches that States have taken,
projects vary widely in the mix and range of
services they offer. In Maine, for example, the
Franklin County Community Action Council
operated a full-service project for workers dis-
placed from two shoe factories, beginning with
pre-layoff services. Workers received counsel-
ing, prevocational competency training (i.e.,
basic literacy and math), skills training, job de-
velopment, support services, and relocation
assistance. Other projects provide much more
limited options. For instance, where States are
using Title 111 programs for economic devel-
opment, displaced worker projects tend to fea-
ture customized training or on-the-job training.
Some of the projects in several States (e.g.,
North Carolina, Rhode Island, and Tennessee)
offer only these services.

The mix of services now offered in all Title
Il projects is difficult to determine. The De-
partment of Labor does not require reports on
the service mix, although it does collect infor-
mation on the subject from time to time on a
study or sample basis. Nor do the States, which
usually defer decisions on the service mix to
local project directors, have very precise in-
formation on the number. of participants re-
ceiving various services or on the amount of
funding devoted to each. Discussion of issues
related to the service mix in Title Ill projects
in 1984 and 1985 appears in the next section
of this chapter.

Issues in Implementing JTPA Title 1lI

It is premature to make definitive judgments
about the sufficiency and effectiveness of the
JTPA Title 111 program in responding to the
problems of worker displacement. First, the
program is still young. Most States did not even
begin to organize their Title Il programs un-
til well into the transition year, which ended
in June 1984. Second, information about the
make-up and outcome of the programs is ex-
tremely scanty. The reports States are required
to submit to the Department of Labor on the
operation of their programs are brief and in-
frequent; they are submitted only once a year
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as of the end of June and contain only mini-
mal information on program activities. Sup-
plementary studies sponsored or conducted by
the Labor Department add some information
to the annual reports, and OTA has collected
some additional data from States, but the sum
of information on how the Title Il program
is progressing remains quite incomplete.

A few major points have emerged. The Title
Ill program, as noted above, served quite a
small number (probably no more than 5 per-
cent) of the eligible workers in the transition
year. The number of workers served in the 1984
program year rose slightly, but estimates of the
eligible population are not available for any year
after 1983. The reasons for the low participa-
tion are not clear—whether it was due to a slow
startup of the program, or whether workers did
not know about Title 111 services, or thought they
did not need them, or thought the services were
not effective is unknown. The contrast with
neighboring Canada in numbers of displaced
workers served by a national program is con-
siderable. As described later in this chapter,
Canada’s 2&year-old Industrial Adjustment
Service brings reemployment and readjustment
services to workers into plants hit by closings
or large layoffs, usually before the layoffs be-
gin. In fiscal year 1982-83, about 36,000 Cana-
dian workers received these services; this
translates to about 350,000 American workers,
since the U.S. work force is nearly 10 times as
large as Canada’s. In the 1983-84 transition
year, JTPA Title Il programs in the United
States served the annual equivalent of about
128,000 displaced workers.

A second point is that the Title 111 programs
strongly emphasize prompt placement in a new
job, with retraining playing a relatively minor
role. Several factors influence this choice, in-
cluding the stress placed by program directors

and business advisors on quick placement as
a goal, the low cost of this strategy, and the ex-
pressed desire of many displaced workers to
get back to work as soon as possible. Data on
how many workers are receiving training in
new or upgraded vocational skills are fragmen-
tary, but overall spending figures for the Title
Il program indicate that training is not a very
prominent feature. Vocational skills training
is relatively expensive, often the most costly
choice in displaced worker projects. Individ-
ual projects that are strongly committed to
retraining spend about $2,000 to $3,000 per
worker. In the Title Ill program during the
transition year, the Federal share of spending
was $768 per worker, and in program year
1984, $895 per worker.”

Third, in several important respects, the Ti-
tle 11l program is working in accordance with
major emphases in the law. States are in over-
all charge of the programs, and the Federal role
is minor. The influence of private business is
strong, especially in the local PICs. Sixty per-
cent of the PICs are reported to have a primary
or dominant role in local policymaking, and
another 18 percent are characterized as equal
to local officials in importance. The business
influence is felt in several ways, including an
orientation toward placement, low costs, and
marketing the program for greater credibility
with employers.” The act’s requirement for

wAlthough States are required to match about three-quarters
of Federal Title 111 ?rants from non-Federal sources, alarge part
of the match comes from u1 payments or in-kind contributions
from State, local, and private sources. Thus it is difficult to esti-
mate the cash value of' non-Federal contributions to the Title
111 programs. ) )

uCook, et al., Op. Cit., pp. 12-13; Gary Walker, Hilary Feldstein,
and Katherine Solow, An Independent Sector Assessment of the
Job Training Partnership Act, Phase Il: Initial Implementation
(New York: Grinker, Walker Associates, 1985); U.S. Senate, Com-
mittee on Labor and Human Resources, Oversight—job Train-
ing Partnership Act, hearing before the Subcommittee on Em-
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Retraining offers many displaced workers their best opportunity to get a new job with good pay and opportunities for
advancement. Some training courses are in high-technology occupations (cable television, left) and some in traditional
ones (cabinetmaking, right).

emphasis on training and related employment
services, rather than support services and
administration, has so far been satisfied. In the
transition year, Title Il projects spent 17 per-
cent for administration and only 6 percent for
supportive services; in program year 1984, 16
percent went to costs of administration and 7
percent to supportive services.”

ployment and ProductiviFth/., 98th Cong.. 2d sess. (Washington,
DC: U.S. Government Printing Office, 1984 and Preliminary
Oversight onthe Job Training Partnership Act, report pr ared
by the Subcommittee on Employment and Productivity (Wash-
ington, DC: U.S. Government Printing Office, 10s4)

22y, s. Department of Labor, Highlights of JTPA Program per-
formance During the JTPA Transition Year (\Washington, DC:
Department of Labor, 1ss2; and U.S. Department of Labor, High-
lights of J/TPA Program Performance During Program Year 1984,
op. Cit, 1984,

These achievements in carrying out major in-
tentions of the law are accompanied by some
concerns. The emphasis on rapid placement
of participants in jobs and low program costs
may tend to skew the service mix so that the
individual needs of some participants are not
met—such needs as training in new vocational
skills and improvement of basic reading and
math skills. Questions have been raised about
whether the Federal hands-off approach has
gone so far that States lack adequate informa-
tion and technical assistance. Other issues
arose with the 55 percent budget cut for the
Title 11l program for fiscal year 1986. The dis-
cussion below considers issues such as these,
concentrating on those of particular interest
to Congress and other policy makers.
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Service Mix

On the basis of overall program spending
figures, it appears that retraining has not so far
been a large component of the Title Il pro-
gram. The question arises whether the program
emphasis on high placements and low costs
might bias the mix of services offered to dis-
placed workers. Does the program create in-
centives to pay too much attention to short-
term outcomes and too little to the long-term
needs of the individual worker? In particular,
is skills training slighted simply because it costs
more than job search assistance? Is on-the-job
training (OJT) oversold because it virtually
guarantees high placement rates, at least for
one day after placement when the results are
recorded? Are needs for remedial or brush-up
courses in reading and math put aside, because
these courses do not bring immediate payoffs
in low-cost placements? Answers to these ques-
tions are not entirely clear, but a combination
of factors, including the program stress on
placements and low costs, and also client
desires, influence the service mix in Title 111
projects.

The quantitative information available on the
Title 111 service mix is not only limited, but may
be misleading. In a survey of selected Title Il
projects, the U.S. Department of Labor found
that 31 percent of clients are initially assigned
to job search assistance, 25 percent to class-
room training, 24 percent to on-the-job train-
ing, and 20 percent to “other services, ” which
include assessment, vocational or personal
counseling, or “pre-employment skills” serv-
ices. This breakdown very likely understates
the number of participants receiving job search
assistance, since it reflects only the client’s ini-
tial assignment and does not include job search
services offered later to those who completed
classroom training or other services.” In view
of the low overall per capita spending for the
Title 1l program in the transition year and pro-
gram year 1984, the figures may also overesti-
mate those receiving classroom training. The
definition of classroom training used in the La-

23(J, s Department Of Labor, Summary of JTLS Datafor JTPA
Title IIA and Title 111, Op. Cit.

bor Department survey specified that it in-
cludes basic education, skills training, or a
combination of the two, that it is usually con-
ducted in a school-like setting, and that it pro-
vides the academic and/or technical compe-
tence required for a particular type of job.

In response to the OTA telephone survey,
State Title Ill managers emphasized their un-
certainty about the service mix their clients
were receiving, but some did offer estimates.
Table 5-3 shows the results for the four most
frequently mentioned services: counseling, job
search training, on-the-job training, and voca-
tional skills training in schools and institu-
tions.” Of the States that replied, half or more
reported that at least 50 percent of participants
in Title Il projects received counseling and job
search training. Most of the responding States
said that fewer than 50 percent of clients re-
ceived on-the-job training and fewer than 25
percent got vocational skills training in insti-
tutions.

A contract study for the Labor Department,
looking at 23 local displaced worker projects
run by Service Delivery Areas, also found an
emphasis on job search skills training.” More
than half the projects concentrated on train-
ing in such techniques as resume writing,
methods for locating employment, and group
job-finding efforts (job clubs). Some projects
supplemented these activities with counseling
and referral services. The study observed:
“Project operators believe Title 11l participants
need job search instruction more than institu-
tional training.” Seven projects required clients
to attend job search training classes before they
were eligible for any form of skills training.
Five projects provided only assessment of
clients’ skills and experience, in addition to job
search assistance.

[y interpreting table 5-3, the reader should keep in mind that
the States had different amounts of information about partici-
pation in various services. Thirty-eight States gave estimates for
the percentage of their clients receiving on-the-job training, 34
for job search training, 31 for counseling, and 29 for vocational
skills training in institutions. The rest of the States may have
offered some of these services; in most cases where States did

not respond, they simply lacked information.
"CS(S)E, etal .,%yp. citP y
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Table 5-3.—Percentage of Participants in Title Ill Displaced Worker Projects
Receiving Various Services, October 1983-June 1984

Percentage of Number of States reporting

participants provided Job search On-the-job Vocational training

the service Counseling training training in institutions

<24% ..o 9 8 14 15

25t0490/0............ 3 7 1 7

50t074% .. .......... 4 7 5 6

=75%0 .. ... 15° 12 4 1
Totals.............. 31 34 38 29

aThirteen of these fifteen States reported that 90 to 100 percent of their Title Ill clients received counseling.
NOTE: Total States reporting may not include all the States that offer the service in question. States’ information was tncom-
plete on what services were provided to participants in local Title I projects.

SOURCE: QOTA telephone survey

Nine of the twenty-three projects had de-
signed specific skills training programs, usu-
ally short-term courses in educational and
training institutions. Twelve projects offered
some on-the-job training, but few relied on it
as the major focus of their efforts. One SDA
favored OJT because it provides income to
trainees, and others were attracted by the high
probability of placement once the OJT subsidy
ends.

In its survey of State Title 111 managers, OTA
guestioned whether JTPA performance stand-
ards, required under the law, are having an ef-
fect on the service mix, JTPA directs the Sec-
retary of Labor to set performance standards
to determine whether a program meets the
goals that Congress established. The Depart-
ment of Labor issued such standards for the
transition year for Title 11A programs, setting
numerical values for seven measures of per-
formance, including entered employment rates
for adults, youths, and welfare recipients (e.g.,
the number of people finding jobs in relation
to the number terminating from the program);
positive termination rates for youths (which in-
cludes achieving higher competency in basic
reading and math skills as well as finding a job);
costs per participant who entered employment
and costs per positive termination. States can
modify the nationwide standards to accommo-
date local economic conditions and the char-
acter of participants served.

The Labor Department had not yet set nu-
merical standards for Title 111 by mid-1985, but
States were required to establish a standard for

entered employment for the formula-funded
portion of their Title Il program. Forty States
reported by early 1985 that they had adopted
performance standards, eight of them using Ti-
tle 11A standards and the others adopting sep-
arate Title Ill standards.”By and large, the
standards were not overly demanding; only a
few States had trouble meeting them. Table 5-
4 shows the entered employment standard for
the States reporting it and the actual entered
employment rate in those States in the transi-
tion year. Only a few States include in their Ti-
tle 111 performance standards anything beyond
costs and entered employment rates. Eleven
States reported that they have a standard for
reemployment wages, ranging from $4.20 to
$5.54 per hour; in two States (Massachusetts
and Wisconsin) the new wage must equal at
least 85 percent of the wage on the old job. Two
States (Washington and Wisconsin) said they
specify retention on the new job as a standard
(e.g., 90 percent of workers placed must keep
their jobs for at least 6 months to meet the
standard).

Responses to OTA'’s survey indicated that
pressure to achieve higher placements and
lower costs probably issued less from the JTPA
performance standards than from the informal
goals that program managers and private sec-
tor policymakers were striving to achieve. One
State, Massachusetts, reported that it had set
gualitative goals as well as quantitative place-

»Four of the forty States reporting that they had established

performance standards for their Title 111 programs did not
specify what the standards were.
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Table 5-4.—Performance Standards for Entered
Employment Rates and Actual Entered
Employment Rates, by State,

October 1983-June 1984

Performance standard

for entered Actual entered

State employment rate employment rate
Alabama........... 65.0 78
Alaska............. 48.8
Arizona............ 50.0 91
Arkansas . ......... 88
California . .. ....... 72.0 73
Colorado . ......... 90
Connecticut . . . .. ... 55.0 89
Delaware . ......... 60.0 90
Florida............ 82
Georgia. . ........ .. 58.0 76
Hawaii . ........... 55,0 73
Idaho. ............. 51,8 77
llinois .. .......... d 65
Indiana . ........... 81
lowa.............. 55.0 51
Kansas............ 65.0 89
Kentucky . ......... 58.0 59
Louisiana . ......... 55.0 60
Maine............. 80.0 94
Maryland . . ........ 55,0 66
Massachusetts . . . . . 75.0 87
Michigan . .. ....... 95
Minnesota . . . ... ... 58.0 63
Mississippi . . . ... .. 60.0 71
Missouri . . ......... 60.0 81
Montana ........... 58.0 78
Nebraska . ......... 46
Nevada............ 68.0 66
New Hampshire . . . . 56.0 90
New Jersey . . ...... 58.0 71
New Mexico . ... ... 52.0 30
New York . ......... 68
North Carolina. . . . . . 72.0 96
North Dakota. . . . ... 58.0 38
Ohio.............. 60.0 74
Oklahoma. . ........ 58.0 53
Oregon............ 58.0 89
Pennsylvania . . ... .. e 49
Rhode Island . . . . . .. 77
South Carolina . . . . . 65.0 67
South Dakota . . . ... 63.1 100
Tennessee . ........ 58.0 66
Texas ............. 58.0 67
Utah.............. 71
Vermont........... 58.0 85
Virginia. . . ......... 73
Washington . .. ... .. 60.0 90
West Virginia. . . . ... 89
Wisconsin . . ... .... 60.0 91
Wyoming . ......... d 29

aNo clients were served in Alaska’'s Title Ill program in the tranSitiOn Year.
bNo information available.
CTitle yy standard not established.

dStandard established but not specified in reply to OTAsurvey.
e)n Pennsylvania, each Service Delivery Area sets Performance standards.

SOURCES: U.S. Department of Labor, Employment and Training Administration,
unpublished data, for actual entered employment rates (except for
Colorado)” OTA telephone survey for entered employment rate
performance standards and actual entered employment rate for
Colorado.

ment and cost goals. The qualitative goals in-
cluded involvement of labor, PICs, community-
based organizations, and community develop-
ment corporations in Title Ill programs; en-
couraging program innovation; and a mandate
for equal access to the program for “linguistic
and cultural minorities. ”

Twelve of 42 State Title Ill managers said
that the State’s performance standards or goals
had a dominating effect on the service mix in
projects. Several volunteered that the effect
was highly positive. Most saw no conflict be-
tween the interests of the clients and the goals
of “getting people out quickly” and “stretch-
ing dollars.” Like many of the directors of local
projects, State Title Il officials regard short-
term, inexpensive job search assistance as best
suited to the needs of experienced adult work-
ers. Thirty States saw less influence from State
performance goals or standards. A Connecti-
cut official, for example, said the State’s Title
Ill program is “people oriented, not goal ori-
ented. ” In Massachusetts, with its unusual
gualitative performance standards, a Title 111
official reported that the State standards do
have an effect, which is to ensure that minor-
ity group members receive services.

Officials in five States (Kansas, New Mexico,
Oklahoma, Oregon, and Texas) explicitly stated
that funding is the driving force behind the
service mix in their Title Il programs, and
many other States alluded to this factor, re-
marking especially that the high cost of voca-
tional skills training in institutions is a deter-
rent. Other principal factors determining the
service mix were the requirement for State
matching funds (which favors OJT, since most
States count the employer’s 50 percent share
of the OJT wage toward the match) and the de-
sire of many displaced workers to return to
work immediately. In addition, projects oper-
ating in rural areas or small towns are often
remote from institutes or community colleges
that offer vocational skills training,

Costs to the client as well as to the program
are seen as a deterrent to classroom skills train-
ing. JTPA discourages support payments and
stipends; so far, 6 to 7 percent of Federal Title
Il funds have been spent for supportive serv-
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ices. Displaced workers who enroll in class-
room training must have another source of in-
come, such as unemployment insurance or
another family member’s earnings. In addition,
courses in vocational-technical schools and
community colleges are usually on a semester
schedule, which may not fit the need of many
displaced workers to begin training promptly.

One of the few States to emphasize classroom
vocational skills training was West Virginia.
With an unemployment rate of nearly 16 per-
cent, the State was not required to match JTPA
Title 111 funds, so that tuition assistance to dis-
placed workers became affordable. With few
jobs available, it appeared that clients were
willing to invest the time in classroom train-
ing. In Ohio, too, with its pockets of high un-
employment, officials mentioned considerable
use of vocational skills training. Of 10 other
States reporting that substantial numbers of
clients (one-third or more) were enrolled in
classroom skills training, three-Arizona, Colo-
rado, and Utah—offered similar explanations.
All three States targeted long-term unemployed
miners for service and offered them a chance
to train for new occupations.

On-the-job training is favored by State pro-
gram managers over classroom skills training
because it provides an easy match, and clients
are reported to like it because they can begin
to earn money right away. Nonetheless, the evi-
dence so far indicates that OJT was not much
more prominent in Title Il programs in the
transition year than was classroom training.
The reasons must be speculative, but perhaps
most displaced worker clients were able to find
jobs in an expanding economy with brief, in-
expensive job search assistance, without wage
subsidies. OJT may in some instances cost less
than classroom training, or at least provide a
match more readily, but it costs more than job
search assistance alone. As mentioned, some
projects require clients to search for jobs for
a few weeks before allowing them to apply for
any kind of training. Other projects may have
no such formal requirement but still may re-
gard classroom training as the last resort. For
instance, Arizona, with its commitment to
retraining unemployed miners, still tried to

keep the training brief and to concentrate on
improving existing skills such as welding.

Remedial Education

In projects serving displaced workers, staff
members often comment on the need many of
their clients have for remedial education in
basic skills-reading, math, and oral and writ-
ten communication. It is not uncommon for 20
percent of participants in the projects to test
at the sixth grade level or below in reading and
math, even when the majority are high school
graduates.”

Many of the State Title Ill program managers
who commented on remedial education ap-
peared to have a different perspective from that
of project staff, who work directly with clients.
Some State officials said there was little de-
mand for the service because most displaced
workers are not interested in more education.
Others said their clients did not need the serv-
ice because most were high school graduates.
Still others said that since remedial education
is already offered by local school systems, Ti-
tle 111 projects do not need to provide it; rather,
the projects should refer clients to existing pro-
grams. State officials expressed little interest
in finding more effective ways to bring reme-
dial education to workers who need it. Chap-
ter 6 describes a few projects which have
devised successful ways to deliver remedial
education to displaced workers, overcoming
the reluctance that a great many adults feel at
exposing incompetence in basic skills.

Not all State officials gave remedial educa-
tion low priority. States with large numbers of
non-English-speaking displaced workers (in-
cluding Arizona, California, Hawaii, Massa-
chusetts, and Texas) offered training in Eng-
lish as a second language. Utah and Colorado
both provided remedial education as a first step
in vocational retraining of long-term unem-
ployed miners or steelworkers.

Although 28 of 47 State Title IIl managers
reported that remedial education gets some Ti-

7See ch. 6 fOr a more complete discussion of the needs of dis-
placed workers for remedial education.
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tle 11l funding in their programs (either in the
form of independent courses or as part of skills
training courses), the actual delivery of this
service as part of Title Ill programs appears
to be minimal. Only 23 States responded to a
guestion about the number of displaced work-
ers getting remedial education within the Ti-
tle 111 program. Five of those States said none
of their clients received the service; in the other
18 States, from 0.1 to 18 percent of participants
were served. Of 18 States estimating how much
Title 11l money they spent for remedial edu-
cation, 8 said they spent nothing. No State
spent more than 5 percent of its funds in this
way, and spending of 2 percent or less of total
program expenditures was typical (tables 5-5
and 5-6).

The emphasis in JTPA programs on job place-
ments and program costs may discourage of-
fering of remedial education. Witnesses at a
Senate oversight hearing on JTPA in 1984 sug-
gested that this might be so.” Most State Title
I11 officials rejected this view. Two agreed that
cost considerations were a deterrent. New
Hampshire tries to refer clients to remedial
education courses funded by non-JTPA sources,
and New Jersey serves displaced workers with
Title 11A educational funds, when possible.
Massachusetts regards its qualitative perform-
ance standards as a positive inducement to pro-
vide basic education to workers who need it,
to ensure equal access to skills training and
reemployment services.

1The suggestion was made in connection with the Title 11A
program, but could apply to Title 111 aswell. See U.S. Congress,
Senate Committee on Labor and Human Resources, Hearings,
op. g% pp. 102-105, and Preliminary Oversight report, op. cit.,
pp. 8-9.

Table 5-5.-Basic Skills Education Offered in
Title Ill Programs: Percentage of Clients Served, 1984

Number of
Percentage of clients served States reporting
O 5
01t04.9% ... ... 7
50t09.9%. ........ . 4
10.0t018.0%. . .. ... 7
Total ... 23
NOTE: States reporting may not represent all the States offering this service in
their Title Il programs. States’ information on the services provided at

the project level was not complete
SOURCE: OTA telephone survey.

Table 5-6.— Basic Skills Education Offered in
Title Ill Programs: Percentage of Funds Spent, 1984

Number of
Percentage of Title Ill funds spent States reporting
0 8
01t02.0%: i 7
21t050% ......... ... L 3
Total. ....... ... 18
NOTE: States reporting may not represent all the States offering this service in
their Title Il programs. States’ information on the services provided at

the project level was not complete
SOURCE: OTA telephone survey,

Projects that wish to offer remedial educa-
tion may encounter difficulty in maintaining
Ul benefits for workers who take the courses.
JTPA directs States to excuse displaced work-
ers enrolled in skills training courses from the
work test under Ul, that is, the requirement
that anyone collecting Ul must be available for
work and actively searching for work. Unless
States specifically provide the same exclusion
for remedial education, workers enrolled in in-
tensive full-time courses to gain proficiency in
reading and math would have to comply with
the work test. In the OTA survey, 7 States re-
ported that they do not allow Ul for unem-
ployed workers enrolled full time in remedial
education courses; 19 said they allow Ul ben-
efits to continue; and 17 gave a conditional an-
swer, that is, they excuse workers from the
work test only if the State authorities specifically
designate the courses as approved training.

The effect of either the Ul work test or the
JTPA performance standards on offering reme-
dial education in displaced worker projects is
not certain. In any event, most State Title Il
managers do not appear to give high priority
to remedial education among the services avail-
able to displaced workers.

Funding

Citing the slow rate of spending of Title Il
grant money through June 1984, the Reagan
Administration proposed in February 1985 to
cut Federal funding for Title Il by more than
half. In its 1986 budget, the Administration
asked for a rescission of $120 million from the
$223 million appropriated for fiscal year 1985,
and proposed a similar budget of $100 million
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for fiscal year 1986. The Administration also
proposed to rescind $25 million of $26 million
in Trade Adjustment Assistance training funds
in fiscal year 1985, and to let the program ex-
pire at the end of September 1985, as it was
scheduled to do. These proposals for deep
funding cuts raised policy issues on the conti-
nuity of the Nation’s displaced worker program
and on appropriate levels of funding in differ-
ent circumstances.

With the Job Training Partnership Act, Con-
gress attempted to avoid the many changes in
funding and program direction that had char-
acterized CETA. JTPA allows an unusual de-
gree of fiscal continuity; funds appropriated for
the Federal fiscal year beginning in October are
released to the States the following July (the be-
ginning of the JTPA program year) and can be
carried over for 2 more program years there-
after. Thus projects may keep Federal funds on
hand for as long as 3 years after they are appro-
priated by Congress. This allows both for long-
term planning and the ability to reserve some
funds for contingencies. It also means that,
since money is appropriated such a long time
before it is spent, unexpected changes may
occur—either in the economy or in the opera-
tion of the program—that would justify another
look, and possible adjustments to the funding.
This is especially true with a new, untried pro-
gram like Title 111.

It is reasonable to conclude that the slow rate
of spending for Title 111 projects through June
1984 and the carryover of $127 million was due
largely to delays in starting up a major new pro-
gram. Some States were quite deliberate about
starting slowly, taking their time to put together
high-quality programs and avoid wasteful mis-
takes. The method chosen by a number of
States to establish projects—requests for pro-
posals from contractors—has its own built-in
lags. JTPA’s requirements for the creation of
Private Industry Councils and for their ap-
proval of project plans added to the delays. In
addition, some of the State agencies charged
with planning the programs were inexperienced,
and on occasion got involved in time-wasting
bureaucratic wrangles over control of the Ti-
tle 1l funds.

As Title Il programs entered their second
year, some of the growing pains were over, and
many States were allocating money to services
for displaced workers at a faster clip. Others,
however, were slower to organize effective
services, or for other reasons did not serve a
large number of displaced workers. In many
of these States, the lump of unspent funds car-
ried over from the past was pushed along
through the new program year. Nationwide,
the unspent funds continued to mount. Sum-
mary information from State reports on pro-
gram year 1984 became available in late Sep-
tember 1985, indicating that the carryover as
of June 1985 was about $185 million.” As con-
gressional committees made their funding de-
cisions for fiscal year 1986, Labor Department
officials argued that the Administration’s pro-
posed cut in Title 111 funds would not affect
levels of service, because of the carryover
funds.

On the other side, the National Governors’
Association, representing the States, strongly
opposed the cut. It argued that most States had
fully obligated their Title Ill allocations by the
end of June 1985; that spending for displaced
worker services was on a sharply rising curve,
as States gained experience with the new pro-
gram; and that the cuts would force sharp re-
ductions in services to displaced workers in
many States.” The General Accounting Office
presented evidence that, because of differences
among States in rates of spending and funds
carried over, 23 States would have less money
for services to displaced workers in 1986 than
was allocated to them in 1985. Since the for-
mula for allocating three-quarters of Title IlI
money among the States is written in the law,
changing the allocation would be difficult. a*

wThe carryover would have been over $190 million but for
the fact that the Secretary of Labor allocated $5,6 million in Ti-
tlernt discretionary funds to the Trade Adjustment Assistance
(TAA) program in the spring of 1985. After the Administration
proposed a rescission of nearly all TAA funds for fiscal year
1985, disbursal of TAA funds was frozen while Congress con-
sidered the rescission. Congress did not act on the rescission,
but the Administration did not release the TAA funds until the
legal time for Congress to act had passed. Meanwhile, the TAA
program operated on jTPA Title1it funds,
©National Governors Association, op. Cit.
a1y, s. Congress, House Committee on Education and Labor,
Subcommittee on Employment Opportunities, Hearings on the
(continued on next page)
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In approving the Title 1ll budget cut, the
appropriations committees of both houses of
Congress indicated that they did not expect a
reduction in levels of service to displaced work-
ers.”The House Appropriations Committee
anticipated that the large carryover of unspent
funds would make it possible to maintain the
same program level in 1986 with substantially
less budget authority. The Senate Appropria-
tions Committee said the program’s operating
level is expected to remain constant nationally.
The committee expected the Secretary of La-
bor to use discretionary funds to prevent seri-
ous program disruptions in individual States,
and to keep it advised about the possible need
for additional appropriations. The conference
report on the continuing resolution, adopted
by Congress on December 18, 1985, directed
the Secretary of Labor to give first priority for
discretionary funds to States that would other-
wise have to cut back services, and to report
on possible needs for added funds to maintain
program levels.”

The effect of these funding changes on the
stability, quality, and level of services to work-
ers is not yet clear. States with large carryovers
of funds may be little affected. States that
started early with an active program serving
displaced workers are likely to be without such
a cushion. If a large share of the Secretary’s
discretionary funds is devoted to helping out
these States, then less will be available for the
original purposes of the fund—responding to
contingencies such as mass layoffs or natural
disasters, easing the effects of relocating Fed-
eral Government facilities, or giving extra help
to areas of high unemployment. Another prob-
lem is that some States have fully obligated

(continued from previous page)

Job Training Partnership Act, Title 111, testimony of William J.
Gainer, Associate Director, Human Resources Division, U.S.
General Accounting Office, Nov. 8, 19ss. .

12J.S. Congress, House Committee on Appropriations, Report,
Departments of Labor Health and Human Services, and Edu-
cation, and Related Agencies Appropriation Bill, 1986, 99th
Cong., 1st sess., House Report 99-289, Sept. 26, 1985, p.9; U.S.
Congress, Senate Committee on Appropriations, Report, Depart-
ments of Labor, Health and Human Services, and Education and
Related Agencies Appropriation Bill, 1986, 99th Cong., 1st SESS.,
Senate Report 99-151, Oct. 4, 1985, p, 11.

»U.S. congress, HOuSe of Representatives, Conference Report,
House Joint Resolution 465, Further Continuing Agprci{)riations
g%r nggé:al Year 1986, 99th Cong., 1st sess., report 99-450, pp.

1-362.

their fiscal year 1985 Title 11l funds; even
though this money is not yet spent, it is not
available for needs that may arise during the
next year. In any case, it may be difficult for
some States with active, established Title Il
programs to plan for continued high-quality
services to their displaced workers.

A major reason for States to carry over some
portion of their Title Il funds is to keep con-
tingency funds on hand. Plant closings do not
occur on a predictable schedule. Although the
law allows for tapping the Secretary of Labor’s
discretionary funds in case of unexpected plant
closings, States cannot always count on this
resource. Managers of 49 State Title Il pro-
grams, taking part in conference calls spon-
sored by the National Governors’ Association
in February 1985, expressed serious concern
about delays in receiving discretionary funds.*
According to many States, the Department of
Labor takes far longer than the prescribed 60
days to decide on applications. Disbursal of dis-
cretionary grants has been slower than spend-
ing from formula-funded grants, which are un-
der State control. Twenty-two percent of the
$51 million in discretionary funds was spent
in the transition year, versus 42 percent of the
$150 million in formula grants. In program
year 1984, States reported to NGA that they had
spent over 70 percent of their formula funds,
but only about 30 percent of discretionary
grants.*Nor can States be sure that their re-
guests for discretionary funds will eventually
be approved. For example, both Arizona and
Rhode Island got an early start on unusually
active Title Il programs, and neither carried
over large contingency funds. Both applied for
discretionary grants to respond to major plant
closings, but both were turned down on the
grounds that their statewide unemployment
rates were low. Both these States nevertheless
had large numbers of displaced workers in re-
lation to the size of their work forces. As dis-
cussed in chapter 4, significant displacement
can occur even in prosperous times and areas.

1Evelyn Ganzglass, Memorandum to State JTPA Liaisons on
the State Title 11 Conference held by the National Governors
Association Feb. 13-14, 1985, Mar. 7, 1985. Four 1-hour regional

conference calls were held in the 2-day session,
»National Governors Association, Op. cit.
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In originally proposing the deep cutsin Ti-
tle Il funding, the Administration attributed
the carryover from the transition year to a sin-
gle reason: that few workers indicated a need
for extensive retraining, generally the highest
priced of authorized services, so that the pro-
gram was much less costly than anticipated.
Considering the other reasons for the initial
low rate of spending, this reason probably was
not dominant, although it may have had some
effect.

Through 1985, Title, 1ll programs operated
in an economy that, nationwide, was expand-
ing and adding jobs. (There were regional ex-
ceptions, such as the steel centers of Ohio,
West Virginia, and western Pennsylvania.) yet
worker displacement was still occurring, and
the national unemployment rate remained
above 7 percent. Most States, even prosperous
ones, reported that restructuring of industry
was continuing, plant closings were still nu-
merous, and the number of displaced workers
eligible for services was not declining,*Most
States also reported that there was substantial
demand for their displaced workers services
in 1985.”Five States volunteered that their
funding was not sufficient to take care of all
the demands. There isevidence, however, that
displaced workers are not as inclined to seek
retraining when jobs are available as they are
during recessions, when training isaconstruc-
tive alternative to idleness. Moreover, the over-
all demand for employment and training serv-
ices is higher during hard times.

As noted elsewnhere in this report, vocational
skills training isan indispensable part of a high-
guality displaced workers program, no matter
what the economic circumstances. For many
workers displaced from semiskilled or unskilled
factory jobs, the best hope for new jobs with
chances for advancement, either in manufac-
turing or in service sectors, lies in vocational
skills training. Many well-run projects make a
strong commitment to vocational training for
this reason. Even so, economic conditions do
affect the demand for retraining and other
readjustment services.

%Ganzglass, op. Cit. o
National Governors' Association conference call and OTA
telephone survey.

Other changes also may influence demand.
For example, improving the quality or deliv-
ery of services to displaced workers may stim-
ulate increased participation. As discussed in
chapter 6, projects that combine several key
elements—bringing services to the workers in
plants undergoing closure or layoffs, involving
management and labor in delivery of services,
starting services early (before layoff if possi-
ble), and offering acomprehensive range of
services—are most likely to attract high levels
of participation. If Congress wishes to encour-
age and support more States in adopting proac-
tive programs of thiskind, the result could well
be a substantially enlarged demand for serv-
ices. Thus, depending both on economic cir-
cumstances and program changes, demands
for services may rise or fall, and Congress may
wish to adjust funding for the national dis-
placed worker program.

Information Collection: The Federal Role

As Congress considered both the proposed
rescission of Title Il funds for fiscal year 1985
and JTPA funding for fiscal year 1986, the lack
of adequate, timely data on spending and serv-
ices became a trying problem. The U.S. Depart-
ment of Labor requires that States report on
Title 11l activities only once a year, within 45
days after the end of the program year on June
30. In practice, the reports are usually not com-
plete until several weeks after the due date. In
both 1984 and 1985, the Labor Department did
not publish data from the State reports until
late November. The infrequency of these re-
ports and the timing of their collection and
publication is ill-suited to the needs of Con-
gress, both for budget decisions and oversight
of the program.

In spring 1985, for example, when Congress
held hearings on the budget for the following
year and considered the rescission proposal,
the most recent State reports on their Title 11l
programs dated from June 30, 1984. In mid-
September, when congressional committees
were marking up and voting on appropriations
bills, these State reports—now over 1 year
old—were still the latest on Title 111 activities.
Summary information from the State reports
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on program year 1984 (ending June 1985) be-
came available only in the last few weeks be-
fore Congress took final action on JTPA fund-
ing. In early November, at the request of the
House Education and Labor Committee, Sub-
committee on Employment Opportunities, the
General Accounting Office obtained more de-
tailed data showing program year 1984 spend-
ing by individual States, in order to analyze the
effect of the 55 percent cut in appropriations
state-by-state.

State reports on Title Il activities are not
only infrequent but very brief. The Federal re-
guirements for information in the reports in-
clude nothing more than the number of peo-
ple enrolled in the program, the number who
terminated, the entered employment rate for
those who terminated; a few items on the gen-
der, minority status, age, and educational level
of terminees; and the amount of Federal funds
spent during the year—but not the amount ob-
ligated by the end of the year. This informa-
tion is a slender basis for analyzing the per-
formance of JTPA programs, for determining
funding needs in relation to performance, for
learning from experience, and for improving
future performance.

The Labor Department has supplemented the
annual reports with more frequent surveys of
selected projects and other kinds of studies that
provide richer detail. These studies, current
and planned, will supply some of the informa-
tion missing from the annual State reports.
Quarterly and semiannual surveys of geo-
graphically representative Title 111 projects add
limited information on the service mix (initial
assignments to job search assistance, class-
room training, OJT, or other services) and
outcomes (entered employment rates and re-
employment wages) by kind of service. The
studies also provide information on how many
clients participated and their length of stay in
the program. These studies are useful, but in-
complete. Data on some important kinds of
services are not covered, for example, on re-
medial education and relocation assistance.
Also, because of problems in finding represent-
ative Title Ill projects, the results are somewhat
uncertain.

The Department of Labor also plans to carry
out long-term studies comparing earnings of
JTPA program participants and nonpartici-
pants. This kind of study is uniquely valuable
in showing the overall effects of employment
and training programs and in helping Congress
to evaluate their long-term worth. These studies
will not, however, meet the need for timely in-
formation at shorter intervals.

Early Warning of Layoffs and Pro-Layoff Assistance

The need for an early warning system for
plant closures and large layoffs, to allow assis-
tance to workers before they are out of a job,
is a leading concern of Title 111 program direc-
tors. State officials repeatedly raise the topic
in conferences and surveys.”Some argue that
early action to assist displaced workers bene-
fits not only the workers but employers and so-
ciety at large. With a reemployment program
in place before the layoff, worker morale tends
to stay high, to the advantage of employers as
well as employees. Many workers can be helped
to find a new job without interruption, thus
saving themselves loss of income, saving out-
lays from the State Ul trust fund, and saving
employers payment of taxes into the fund.
Other workers can plan for training in a new
occupation while they still have their full Ul
eligibility ahead of them for income support.”

Several States attempt to collect information
about impending layoffs, and bring reemploy-
ment programs to the workers early. Some try
to encourage cooperation from employers in
giving advance warning of layoffs. Few States
have enacted laws to require advance notice,
but about 20 have given them some consider-
ation in the last few years. Chapter 6 discusses
advance notice in the context of services to
displaced workers and summarizes the argu-
ments for and against legally requiring advance
notice.

3e]bid.
»See ch. 6 for adetailed discussion of the possibilities and
advantages of early action before layoffs occur.
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Arizona, New Hampshire, Rhode Island,
South Carolina, and Texas are some of the
States that are active in rapid response. Ari-
zona, for example, created a Pre-Layoff Assis-
tance Coordination Team (PACT) to mobilize
services of the State Title Ill program, the Em-
ployment Service, the Ul program, and where
appropriate, community block grants and com-
munity colleges, at the first announcement of
a plant closing or layoff. The team brought
services to the workers in the plant or at a
nearby center; offered testing, counseling, job
search workshops, and job placement; and re-
guested that the employer give workers time
off during the working day to attend the pre-
layoff sessions. The employer was also asked
to appoint a company coordinator to take
charge of company activity and cooperate with
the PACT,; to let employees know what serv-
ices were available; to host a Job Fair, if possi-
ble, and to try to place its laid-off workers with
business contacts, suppliers, or even competi-
tors. Arizona officials reported that in 10 months
of operation (through February 1985, when
Arizona’s Title Ill funds were nearly fully ob-
ligated), the PACT team enrolled 1,275 work-
ers. Of those, an estimated 250 to 300 were re-
employed before layoff—generally in just a few
days, since notice of the layoffs was usually
brief. Once the plant was closed, the remain-
ing clients were transferred to one of Arizona’s
permanent, continuing displaced worker cen-
ters for further service, until placement.

Although some States by 1985 had put sub-
stantial effort into pre-layoff assistance, others
were not prepared to respond quickly and ef-
fectively when companies requested help in
serving employees who were about to be laid
off. Some companies, unable to get adequate
technical assistance from local PICs or the
State Title Il program, hired private consul-
tants to help organize services for their dis-
placed workers, using Title 111 funds. As dis-
cussed in chapter 6, advance notice of layoff
is much diminished in value if high-quality ad-
justment services are not offered promptly to
the affected workers. According to some pri-
vate consultants who help companies plan dis-
placed worker services, PICs and State pro-

gram officials are improving in their ability to
respond to calls for help, but many still have
a long way to go. The 5 percent limit on State
administrative costs for JTPA programs may
be partly responsible for some of the States’
failings in providing technical assistance. The
potential for building either a small Federal
agency or State agencies capable of providing
rapid response to plant closings and layoffs is
discussed elsewhere in this report (chs. 2 and
6 and the section entitled Canada, this chapter).

Some States are interested in using rapid re-
sponse teams for another purpose other than
providing services to displaced workers; that
is, to try to avoid a plant closing or layoff by
offering assistance of various kinds to the com-
pany (see the section in this chapter entitled
Community and Government Assistance to
Prevent Plant Closings). A number of State
managers of Title 111 programs have expressed
the desire to use JTPA funds for retraining ac-
tive workers, so as to avoid displacement in the
first place. JTPA allows Title Il services to
commence when workers receive notice of lay-
off, but not before. A few States have begun
to use Title 111 funds more preventively, author-
izing retraining of active employees when em-
ployers announce that they will be laying off
unless retraining assistance is forthcoming
from a Title 111 project. A few States have
adopted programs to assist in the retraining of
active workers who would otherwise be dis-
placed (see section in this chapter entitled
Non-Federal Programs: Retraining of Active
Workers).

Under the Carl D. Perkins Vocational Act of
1984, employers can get Federal assistance for
retraining their active employees (see ch. 7). A
special new program authorized under the Per-
kins Act would support education and train-
ing programs designed cooperatively with em-
ployers, and open to employed individuals who
require retraining to retain their jobs, or who
need training to upgrade their skills to qualify
for higher paid or more dependable employ-
ment. Congress did not provide funding for this
program in fiscal years 1985 or 1986.
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Eligibility

JTPA’s definition of displaced workers can
be construed quite broadly. It encompasses
most adult workers who have lost a job, or have
received notice of termination, and are not
likely to return to that job or a similar one, or
have been unemployed for a long time and
probably will not find employment in their old
occupation and home area. (See table 5-7 for
the JTPA definition of displaced workers.)
States have some leeway to alter the definition,
but most have not done so. Thirty-four of forty-
nine States responding to OTA’s telephone sur-
vey used JTPA’s definition; another two added
language that made the definition more ex-
plicit; and two more directed Service Delivery

Areas to determine eligibility under the JTPA
definition. Seven States added restrictions to
the definition, four broadened it to cover more
workers, and two States did both (table 5-7).

The alterations of the JTPA definition point
out special problems that some of the States
face—in particular, high local rates of unem-
ployment and, in farm States, foreclosures. Six
of the eight States that narrowed eligibility have
unemployment rates higher than the national
average. One, lllinois, explicitly stated that it
had too many displaced workers to serve ade-
guately with available funds. Its definition is
one of the most restrictive: the displaced work-
er must have been in an occupation that is not
growing (as determined by the State Depart-

Table 5-7.—State Definitions of Displaced Workers That Restrict or Extend the JTPA Definition

State Restrictions and extensions

Restrictions:

1. be in an occupational group that is not growing (as determined by State agency), and

Worker must have been a victim of a complete closure of plant or mine or of another operational

2. were long-term unemployed (13 weeks) or have exhausted their Ul benefits, and have taken
stop-gap employment (at substantially lower pay or skill level than on the old job)®

Serves self-employed people who have filed for bankruptcy or have a notice of foreclosure

Alaska. . ........... Worker must be:

1. a resident of the State, and

2. attached to an industry for 3 years or more, and

3. terminated due to a closure or a reduction in the work force, and

4. unlikely to return to former occupation or industry.
linois . . .......... Worker must:

2. have proof of a job search of at least 1 month.
Kentucky . ......... Worker must:

1. have been laid off no more than 3 years ago, and

2. have worked in layoff job or occupation at least 1 year.
Kansas............ Worker must have been laid off no more than 2 years ago.
Nevada............ Worker must have been laid off no more than 3 years ago.
Pennsylvania . . . . ... Worker must have been laid off no more than 2 years ago (waivers may be granted).
West Virginia. . . . . ..

closure.

Extensions:

Arizona . ........... Serves workers who:

1. have received or will receive notice of termination;’
lowa..............

(including farmers)
Kansas ..., ........ Serves self-employed people such as farmers or businessmen.
New Hampshire . . . .  Serves victims of plant closings or major layoff (25 or more people).’
Wyoming . ......... Serves workers who are:

1. Victims of plant closings or substantial layoffs,’

2. Eligible for retraining under Trade Adjustment Assistance, and

3. Unemployed and affected by economic or industrial changes that have resulted in loss or
reduction of employment opportunities, as determined by State officials.

8The definition of dislocated workers in JTPA, Ssc. 302, is a8 follows:

« Each State is authorized to establish procedures to identify substantial groups of eligible individuals who:
—have been terminated or laid-off or who have received a notice of termination or layoff from employment, are eligible for or have exhausted their entitlement
or unemployment compensation, and are unlikely to return to their previous industry or occupation;
—have beerr terminated, or who have received a notice of termination of employment, as a result of any permanent closure of a plant or facility; or
—are long-term unemployed and have limited opportunities for employment or reemployment in the same or a similar occupation in the area in which such individuals
reside, including any older individuals who may have substantial barriers to employment by reason of age.

bEmphasis added to denote difference from definition in JTPA Sec. 302.
SOURCE: OTA telephone survey.
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ment of Commerce and Community Affairs),
and must show proof of a job search of at least
1 month. West Virginia limited eligibility to vic-
tims of plant and mine closings. In Alaska,
where unemployment remained as high as 10.5
percent in late 1984, the State definition im-
posed such stringent restrictions that Title 111
officials found it difficult to apply. No clients
were served in Alaska in the transition year.

Several States effectively ruled out service to
the very long-term unemployed by restricting
services to those laid off no more than 1 to 3
years ago (table 5-6). Maine, which does not
have a high unemployment rate but does have
a large pool of long-term displaced workers to
serve, takes a different approach. It does not
restrict eligibility, but does no outreach, to
guard against being overwhelmed with clients.
Arizona, on the other hand, broadened the def-
inition of the long-term unemployed to include
workers who took jobs at substantially lower
pay and skill level than on their old jobs.

Of the five States that broadened the defini-
tion of eligible workers, two (Kansas and lowa)
included self-employed people such as farmers.
North and South Dakota did not explicitly ex-
tend the definition to farmers, but did set up
special training activities for them under Ti-
tle I1l. Some of the farm States extended train-
ing assistance to whole families who were los-
ing their farms and livelihoods—to wives and
older children who were now looking for
nonfarm work, as well as to heads of farm
households.

Three States (Florida, New York, and Penn-
sylvania) reported that they serve displaced
homemakers in their Title Il programs, even
though these women often have limited experi-
ence in the job market and do not fit the usual
definition of displaced worker. In these States,
displaced homemakers were included as long-
term unemployed.

Several additional States expressed interest
in serving displaced homemakers under Title
I11, or the displaced self-employed, or farmers,
or the underemployed who had taken stop-gap
jobs; but they were unsure of their authority
to do so. States that broadened eligibility did

it on their own, without guidance from the De-
partment of Labor. Some officials in these
States, and others in States which did not ex-
pand eligibility but considered it, believed they
were running a risk of disallowance in audits
by the Labor Department’s Inspector General.

Creaming in Participant Selection

The strong emphasis under JTPA on high job
placements and low costs has led some peo-
ple to question whether the workers who are
most job-ready, and least in need of assistance,
are being selected to participate. Early studies
of Title 11A projects (for disadvantaged work-
ers) indicate that this may be occurring,”but
studies of Title 111 projects have found little evi-
dence of creaming. In States where there are
too many displaced workers to serve adequately
(e.g., lllinois), eligibility restrictions do rule out
some applicants, but not by screening out the
less able. Some projects require participants to
attend workshops for learning job search skills
at the outset; they consider that workers who
do not attend are not motivated enough to ben-
efit from other project activities. The only evi-
dence of overly rigid selection of participants
in Title 111 programs is limited and anecdotal.
A few reports suggest that contractors provid-
ing training on a performance basis (i.e., they
do not get paid until the trainee is placed) are
extremely selective in choosing their candi-
dates. Since most Title 111 projects emphasize
job search assistance, not training, this kind of
creaming probably does not affect large num-
bers of displaced workers.

«Both the Westat study, commissioned by the Department of
Labor, and the “independent sector” Grinker-Walker study re-
Borted extensive screening of aBpI icants to Title 11A projects,

oth at initial intake by Service Delivery Areas and later for ad-
mission to on-the-job or classroom training. The issue was a re-
curring topic in oversight hearings of the Subcommittee on Em-
pltéyment and Productivity of the Senate Committee on Labor
and Human Resources, in Jackson, Mississippi, on July 12, 1984.
Some witnesses at the hearing pointed to the positive aspects
of screening—that it helps to select those “able to benefit” as
well asthose “in special need” of JTPA services; both ﬁurpos&e
are mandated by the law. The reports also pointed out that many
demographic characteristics are the same for JTPA Title 11A par-
ticipants as they were for CETA (e.g., as many minority group
members are served). However, fewer high school dropouts are
being served under JTPA. See Cook, et al., op. cit.,ch. 6; and
Walker et d., op. cit., pp. 50-69; U.S. Congress, Senate Commit-
tee on Labor and Human Resources, op. cit.
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Generally, it appears that most States have
not imposed barriers to entering Title 11l proj-
ects, as long as displaced workers meet the
broad criteria set forth in JTPA. In fact, a num-
ber of States confronted with severe displace-
ment problems that were not very evident
when the act was passed (e.g., farm foreclosures)
seem willing to stretch the definition to serve
the affected workers.

Federal Guidance

Federal direction and oversight of the na-
tional employment and training program is
minimal. JTPA gave the States the primary role
of oversight, and they have assumed it—so
much so that one JTPA State director said of
the Department of Labor: “It's as if they dropped
off the face of the earth.”” The question that
arises is whether the Labor Department has
carried the hands-off approach so far as to
cause difficulties in the program.

The problem, as some State officials see it,
is that Federal auditors (mainly, the Labor De-
partment’s Inspector General) will not be as

“Walker, et ., op. Cit., p. 135.

“noncommittal and noninterventionist” as the
Department itself has been. The practical ef-
fect is “paranoia” in some States.”To avoid
later trouble with audits, they have imposed
strict regulations and paperwork requirements
on Service Delivery Areas and other service
providers. A study of Title 11A programs re-
ported that 36 of 57 SDAs (63 percent of the
sample) found State reporting and other admin-
istrative requirements more burdensome un-
der JTPA than under the federally directed
CETA.* Anecdotal evidence suggests that
some Title Ill projects are also suffering from
excessive caution and bureaucratic delays at
the State level. one director of a project that
received Title 111 funds said it took 6 months
to get State approval of a $1,500 invoice.

Areas of uncertainty mentioned by some
State Title 111 managers include the definition
of eligibility for Title Il services and the ac-
ceptability of some kinds of funding as State
matches for Title Il funds. Not all States com-
plain of too little guidance from the Labor De-
partment, however; and some complaints may
reflect the inevitable problems and uncertain-
ties in taking charge of a new program.

There is little dispute that it is entirely appro-
priate for the Federal Government is to help
States and individual projects exchange infor-
mation about their practices, successes, and
failures. For several years, the Labor Depart-
ment’s Bureau of Labor-Management Relations
and Cooperative Services has collected infor-
mation, published reports, and held workshops
on model displaced worker projects, particu-
larly those sponsored by employers or by la-
bor and management together. In 1985, the La-
bor Department commissioned a report on
model Title 111 projects.

In addition, the Labor Department provides
funds to organizations such as the National
Governors’ Association and the National Alli-
ance of Business to support informal, direct ex-
changes of current information among the

«Ibid., p. 138; see also U.S. Congress, Senate Committee on
Labor and Human Resources, Preliminary Oversight, 0p. Cit.,

PRy i
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State, local, and private parties who are pro-
viding employment and training services. A
number of States hold regional JTPA confer-
ences for the same purpose. Except for the
small labor-management bureau mentioned
above, the Labor Department itself is not much
involved in activities of this kind. The State Ti-
tle 111 officials interviewed in OTA's telephone
survey stressed the importance of exchanging
information about their programs; in fact, some
of them sought information about other States’
practices from the interviewer.

Some States reported considerable difficulty
in managing information about their programs
for their own internal planning. A number of
States, afraid of exceeding the 5-percent limit
imposed by JTPA on State administrative costs,
do not have adequate staff to operate their man-
agement information systems. According to
some States, for example, the spending limit
rules out hiring data entry clerks. In some, lo-
cal service providers enter data in their own
systems, but there is no hookup to the State
administrative agency that is supposed to mon-
itor the information. One State, West Virginia,
reported that local information is being deliv-
ered to the State system but the technical ex-
pertise to gain access to it is lacking. Some of
these problems may be worked out with time,
but some States might benefit from more tech-
nical assistance from the Labor Department in
setting up and operating management informa-
tion systems.

The State Match

One aspect of the JTPA Title Il program
with which States report substantial dissatis-
faction is the requirement to match formula-
funded grants dollar-for-dollar. In a few States,
including California, Delaware, lowa, Nebras-
ka, and New York, legislatures have provided
funds that Title 11l programs can use for part
or all of the match, but the majority of States
assemble a variety of in-kind contributions
(e.g., donated private or public facilities, ma-
chines, time of instructors at community col-
leges, employer-donated staff time), and the
employer’s half of OJT wages. Ul benefits are
an important component; JTPA allows the

States to meet up to half their match obligation
with Ul payments. This extremely varied way
of putting together matching funds, most State
officials agree, imposes quite a bookkeeping
burden. Another criticism is that most sources
for the match do not really add anything to the
Title 11l program, since they would be provided
anyway; they only add to the paper work. This
criticism applies especially to Ul benefits.

More important, the match requirement bi-
ases the shape and content of the States’ pro-
grams. Several States commented on the attrac-
tion of OJT, because it automatically provides
a match. Vermont officials, for example, said
they use OJT almost 100 percent for this rea-
son. One State JTPA director commented that
State programs use OJT more than may really
be desirable; less costly job search assistance
might suffice for many clients. He said: “Our
first question should be ‘how can we help?’ not
‘how can we match?’ “

The match requirement may determine who
delivers services. In fact, 22 of 46 States re-
ported that this factor affected their selection
of project operators. For example, most Illinois
Title 111 projects are located in community col-
leges, which generate a match with in-kind
contributions. This may be as good a choice
as any other. But the match consideration does
tend to rule out such project operators as la-
bor unions or nonprofit community-based or-
ganizations. It may also determine to some de-
gree who gets service. Seventeen of forty-five
States said that the matching requirement leads
to targeting of services to workers eligible for
unemployment insurance. The State of Wash-
ington explicitly requires that half of the par-
ticipants in Title 1ll projects be recipients of
Ul benefits, thus providing a match. One State,
South Dakota, simply avoided the problem in
the transition year by spending only funds left
over from the Emergency Jobs Bill of 1983,
which did not require a match.

At least one State, Arizona, tries to ensure
service for the most workers by designating un-
usual sources as matching funds, including the
severance pay employers provide to laid-off
workers, release time that employers give
workers to attend activities in Title 11l projects,
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and the money workers spend in relocating
that is not repaid from Title Ill funds. Such ad-
venturous States may be risking disallowance
of their matches on audit. So far, no matching
funds have been disallowed.

As States gain more experience with the Ti-
tle Il program, difficulties with the matching
requirement may recede. Some States with
budget surpluses may consider enacting their
own displaced worker programs, thus provid-
ing a reliable source of matching funds. In gen-
eral, States have a good deal of experience with
matching many kinds of Federal grants, and
have come to terms with the requirement. Pos-
sibly, the very flexibility JTPA allows States in
providing a match—with public or private
funds, in cash or in kind—has caused some ini-
tial confusion. But this flexibility is a positive
feature in that it helps poorer as well as richer
States offer services to displaced workers.
Another positive feature of JTPA is its forgive-
ness of part or all of the match in States with
unemployment rates above the national aver-
age, thus ensuring services in States where
needs are likely to be great and the States’ abil-
ity to contribute small.

Trade Adjustment Assistance

The once large and costly TAA program was
much reduced by the mid-1980s, but still pro-
vided substantial benefits to eligible displaced
workers, In 1984, about 30,000 workers were
certified by the Department of Labor as hav-
ing lost their jobs due to foreign competition
and therefore qualifying for assistance. By
comparison, at the height of the program in
1980, over 585,000 workers were certified as
eligible (table 5-8). Not only did the number of
certified workers decline after 1980, but exten-
sive income support payments for unemployed
workers were also sharply cut. In 1985, the
TAA-eligible worker could receive income sup-
port payments, or Trade Readjustment Allow-
ance (TRA) only as a continuation of, and at
the same level as, his basic Ul benefits, and
only up to 1 year of Ul and TRA combined.
Payments could be extended for another 6
months if the worker were in approved training.

Table 5-8.—Workers Certified for Trade
Adjustment Assistance, Calendar Years 1975-84

Year Workers certified
1975 54,842
1976 . . 143,578
1077 . 143,700
1978 .. o 164,407
1979 . 221,082
1980 . ..t 585,243
108l . 32,820
1982 . . 21,127
1083 . 53,366
1984 . 29,800
Total . ... 1,451,965

8pata for April through December.

SOURCE: U.S. Congress, House Committee on Ways and Means, Background
Material and Data on Programs Within the Jurisdiction of the Commit-
tee on Ways and Means, 99th Cong., 1s1 sess., Committee Print WMCP:
99-2, Feb. 22, 1985, p. 264.

As table 5-9 shows, outlays for TRAs dropped
from a high of $1.6 billion in fiscal year 1980
to $35 million in fiscal 1984; outlays were ex-
pected to be about $45 million in fiscal year
1985.“The TAA appropriation for training,
out-of-area job search, and relocation assis-
tance was $26 million in fiscal year 1985. A
parallel TAA program of assistance to firms
provided technical and financial assistance to
firms in trouble because of foreign competition.
The 1985 appropriation for TAA assistance to
firms was $25 million; from 1975 to 1984, the
program cost $300 million.

With the reduction of the TAA program, the
delays that once characterized it were also
much reduced. The Employment and Training
Administration of the Labor Department, which
administers the program, reported that in 1985
petitions for certification from workers were
virtually all acted on within 60 to 90 days.

As of 1985, the emphasis in the TAA pro-
gram for workers was on training and, to a
considerable degree, on helping eligible unem-
ployed workers look for work in more prom-
ising areas and relocate. What TAA provides
for workers in training that JTPA Title 111 does
not is income support, up to 1 year after the
basic 26 weeks of unemployment benefits are

“Trade Readjustment Allowances are funded as part of the
larger Federal Unemployment Benefits Assistance Account and
do not receive separate line-item appropriations. Therefore out-
lays, not appropriations, are reported for TRAs.
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Table 5-9.—Trade Adjustment Assistance, Participants and Services, Fiscal Years 1975-84

Number of workers

QOutlays (millions of dollars)

Workers receiving Outlays for
Fiscal TRAs TRAs Entered Job Job
year (millions of dollars) (millions of dollars) training search Relocation Training search Relocation
1975 ... .. 47,000 71 463 158 44 . L e
(4th quarter)
1976 . . . .. 62,000 79 823 23 26 . e 2
1977 ... .. 111,000 148 4,213 277 191 ..o 38 ... 0.2
1978 ..... 156,000 257 8,337 1,072 631 12.0 0.2 0.6
1979 .., .. 132,000 256 4,458 1,181 855 12.0 0.3 12
1980..... 532,000 1,622 9,475a 931 629 5.2 0.1 0.7
1981..... 281,000 1,444 20,386 1,491 2,011 19 0.3 2,0
1982 .., .. 30.000 103 5,84 697 662 184.,......... 10...........
1983 . . ... 30,000 37 11,299 696 3,269 330........... 30 hn..
1984..... 24,000 3H 6,538 757 2,382 185 0.2 23

A0t workers entering training in 1980, 5,640 (59 percent) paid for their own training costs; in 1981, 18,940 (94 percent) paid for their own training Trainees were eligible

forTRA living allowances.

NOTES' Trade Readjustment Allowances {TRAs) provide income support during unemployment or or training Job search expenditures are for job searches outside
the worker's commuting area In 1976, 1977, 1982, and 1983, not all outlays for training, job search, and relocation were reported separately

SOURCE U S. Congress, House Committee on Ways and Means, Background Material and Data on Programs Within the Jurisdiction of the Committee on Ways and

Means, 99th Cong.1st sess ,

exhausted. Once groups of workers are certi-
fied as eligible for TAA, the local Employment
Service office deals with individual workers,
trying to place them in suitable jobs or, failing
that, arranging for training. The ES offices may
approve training only if no suitable employ-
ment can be found, if the training is likely to
lead to a job, and if the worker is qualified for
the training. On-the-job training is favored, but
classroom training may also be approved. In
fiscal year 1983, the number of TAA-eligible
workers enrolled in training amounted to more
than one-third of those receiving income sup-
port payments and to over one-quarter in fis-
cal year 1984 (table 5-9).

Helping workers to relocate is a significant
part of the TAA program. Eligible unemployed
workers who cannot find suitable jobs in their
commuting area can conduct out-of-area job
searches and collect reimbursement for 90 per-
cent of necessary expenses up to $800. They
can also collect 90 percent of reasonable and
necessary moving expenses for themselves and
their families, up to $800. This allowance of
$1,600 for out-of-area job search and relocation
is far above what is available in most JTPA Ti-
tle 111 programs. Although JTPA can pay for
both services, funds must be shared among
many other activities. Some States consider
relocation assistance a support service, so that
the money to pay for it has to come out of the
JTPA funds allocated for nontraining expenses
(roughly 30 percent). This puts a strict limit on
funding.

Committee Print WMCP:99-2, Feb. 22, 1985, pp 267-269

In Arizona, for example, where 60 percent
of Title 111 clients had lost jobs in the deeply
depressed mining industry or mining towns,
relocation to such thriving areas as Phoenix
and Tucson is a much-favored option; 15 per-
cent of participants are reported to receive
relocation services. The State JTPA program
officials feel they cannot afford more than a
$650-per-worker allowance for out-of-area job
search and relocation, even though they would
like to encourage more clients to consider this
alternative.

The continued existence of the TAA program
is in question. In its 1986 budget, the Admin-
istration opposed extending TAA past the ex-
piration date of September 30, 1985; a proposed
rescission for 1985 (which Congress did not
agree to) would have removed all but $1 mil-
lion from the $26 million already appropriated
for training, job search, and relocation for fis-
cal 1985, on the grounds that JTPA served the
same purpose and TAA was not needed. In
September 1985 Congress passed, and the
President signed, a temporary extension of
TAA, and there were reports that the Admin-
istration was reconsidering its position of trade
adjustment assistance. Meanwhile, at least 13
bills had been proposed in Congress to extend
or modify TAA. One approach was to create
a trust fund to finance TAA, supported by a
small uniform import duty. The Senate adopted
this idea in its budget reconciliation bill, reau-
thorizing TAA and providing earmarked fund-
ing from the import duty. As Congress ad-
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journed at the end of 1985, it had not passed
the budget reconciliation bill, which contained
authorization of TAA. Thus, TAA authority ex-
pired, at least for the time. However, it maybe
revived, since Congress has shown a strong in-
terest in the program. As this report was writ-
ten, certified workers can continue to receive
allowances for retraining and relocation through
the end of fiscal year 1986, according to a con-
tinuing resolution passed in late 1985.

TAA has been criticized for its cause and ef-
fect approach-an ‘“over-preoccupation with
pinpointing the cause of dislocation”—Ileading
to inconsistencies in certifying workers for
eligibility.” As discussed in chapters 8 and 9,
it is difficult-often impossible—to disentangle
trade from other causes of displacement, such
as technological advance and changing con-
sumer preferences. On the other hand, it can
be argued that it is equitable to give special ad-
justment assistance to workers who can be
identified as directly paying the costs of a gov-
ernment policy—in this case, the lowering of
trade barriers—which is intended to benefit so-
ciety as a whole. For eligible workers, TAA
provides significant benefits in addition to
those available under JTPA Title Ill: extended
income support for people in training and
more generous relocation assistance.

The Employment Service

The nationwide network of Employment
Service offices is playing a substantial role in
serving displaced workers. The State Employ-
ment Security Agencies, which administer the
ES offices, provide services for fees to Title IlI
projects in 33 States. In 10 States, they provide
services at no fee to the JTPA program, and in
three there is a mixture of free and for-fee serv-
ices. Ten States have put their Employment
Security Agencies directly in charge of Title
111 programs, establishing basic testing, coun-
seling, job search assistance, and training refer-
ral services in local ES offices throughout the

sPaula Duggan and Virginia Mayer, The New American Un-
employment: Appropriate Government Responses to Structural
Dislo)cation (Washington, DC: The Northeast-Midwest Institute,
1985).

State, and then adding other elements such as
OJT contracts with local businesses. In other
States, local ES offices submit proposals to the
State JTPA officials to operate displaced work-
er programs. The most common arrangement
is that the local Title 11l project buys from the
ES office services such as job development and
placement or helping to run a job search work-
shop. There are only seven States or territories
in which the ES system takes no part in Title
Il programs.”

The extra money furnished by JTPA has
made possible most of the contributions from
the ES system. With only its own resources, the
ES system could hardly provide the assess-
ment, testing, job counseling, development of
job opportunities with employers, help with
self-directed job search, and referral for suit-
able skills training that a good displaced work-
er program offers. For years, the ES system did
not grow, despite large increases in the work
force and despite special responsibilities im-
posed on the system by Federal and State laws
(e.g., the duty to make special efforts for dis-
advantaged workers and other target groups).
From 1966 to 1981, the staff level for basic ES
services was kept at 30,000 positions while the
civilian work force increased 45 percent.

In fiscal year 1982, Congress cut the ES sys-
tem staff to 24,800 positions, and there it re-
mains. Most State agencies have responded to
the cuts not by closing offices but by stretch-
ing staff thinner and cutting services—usually
the more politically acceptable solution. There
were still some 2,400 ES offices nationwide in
1985, about the same number as in 1981. But
counseling services, which had reached only
7 percent of clients in 1981, dropped by 40 per-
cent during the same time. Testing, previously
available to 5 percent of ES clients, declined
by 30 percent.”By and large, it is only in JTPA
projects, with their infusion of extra funds,
that ES staff are able to offer such individual
services.

*Information provided by the Interstate Conference of Em-
ployment Security Agencies.
v7Ibid.
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Automation

Since the late 1960s, the ES system has tried
to compensate with automation for the limited
time the staff can devote to individual clients.
Today, the entire system has more-or-less auto-
mated job banks serving every metropolitan
area and, in some cases, entire States. The job
bank is a current listing of new and unfilled
job orders, collected in a central office from
every local office in the area. Some local offices
still send in their job orders overnight by cou-
rier and receive an updated list the next morn-
ing, but about 20 States have an intrastate
computer network, and can update listings
throughout the workday.”

The job banks have the obvious advantage of
opening to applicants in every local ES office
the job listings from all other ES offices in the
area. Their main drawback is that they weaken
personal links between ES staff members and
employers who may be long-standing clients.
Some offices hold their job bank listings closely,
disclosing them only in individual interviews
with jobseekers. Others release a censored ver-
sion of the listings, with the employer’s name
removed, to other institutions (such as to Title
Il projects) or to jobseekers themselves. The
idea is to protect the employer from unwanted
calls from unscreened applicants.

A more complex use of automation is in job
matching. The jobseeker’s skills and experience
are described and coded, and then compared
with the characteristics of jobs on order to find
a good fit. The key to the usefulness of the sys-
tem is in the choice of descriptors and their ap-
plication to individual cases. Two descriptor
systems have been developed for the Depart-
ment of Labor, one based on the detailed job
descriptions in the Dictionary of Occupational
Titles, the other on key words that cut across
job titles. Applying the descriptors is more than

‘ Sources for material in this section include David W. Stevens,
“Public- and Private-Employment Agency Roles in Providing
Labor Market Information and Job ch Assistance: Past,
Present, and Future,” contractor report prepared for the Office
of Technology Assessment, August 1984; Linda LeGrande, Li-
brary of Congress, Congressional Research Service, “The Na-
tional Job Bank System,” March 1985; and information provided
by the U.S. Department of Labor, Employment and Training
Administration.

a routine task. It calls for human effort, skill,
and time. These requirements, plus the costs
of computers and telecommunication, are con-
straints on the widespread adoption of auto-
mated job matching. In 1984, 16 States were
using job-matching systems that were at least
partially automated in at least some of their la-
bor market areas. For their job-matching sys-
tems, as for their job banks, some offices still
used courier deliveries instead of direct com-
puter communications.

Although nearly every State has job banks
that are at least partially computerized, fully
automated job order and job-matching systems
are still the exception. Missouri provides an ex-
ample of such a system. All 48 local ES offices
within the State, and 12 more in Kansas and
lllinois, are linked by microwave or land lines
to the State Employment Security Agency’s
mainframe computer. Current information
about applicants and job orders is fed into the
system throughout the day. When a local of-
fice refers an applicant, this information is en-
tered into the system; when the desired num-
ber of applicants (determined by the employer)
has been referred, that fact instantly shows up
on all the State’s ES computer terminals.

For 20 years, Congress has expressed a con-
tinuing interest in creating a nationwide job
bank and job-matching program within the na-
tional ES system. Both CETA and JTPA author-
ized the Secretary of Labor to establish a com-
puterized national program, using electronic
data processing and telecommunication as
much as possible. The Interstate Job Bank, de-
veloped by the New York State labor depart-
ment for the U.S. Department of Labor, and
operating out of Albany since July 1984, has
made progress toward the congressional goal.
Building on the Interstate Clearance System,
which had been established a few years earlier,
the interstate bank listed 44,700 job openings
in 1984—up from 1,500 per year in the older
system.

The Interstate Job Bank is not a complete,
fully computerized interstate clearance system.
The bank’s coverage is deliberately limited.
State and local ES offices are asked to select
job orders that have remained unfilled for a cer-
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tain number of days, are in certain hard-to-fill
professional and technical occupations, and
are above a specified salary level. The ration-
ale is that these kinds of jobs have a national
market; the purpose of the interstate bank is
to serve people considering relocation, and
lower level jobs are not very likely to attract
such people. It is argued, moreover, that most
blue-collar and clerical workers without spe-
cial skills do not usually consider relocation.
Within the guidelines suggested by the U.S. De-
partment of Labor, each State ES system has
discretion over which job orders to report, at
what time and by what means, and also when
to remove them from the bank’s listings.

The Interstate Job Bank has no job matching
feature. This was dropped on the grounds that
it duplicated services offered at the State and
local level. Finally, the system is by no means
fully automated. In 1985 only five States out-
side of New York sent in job orders by telecom-
munication; the rest used the mail. Most send
computer tapes, but seven still send paper co-
pies. Nearly all States receive the bank’s list-
ings back by mail, on microfiche cards (three
receive computer tapes), Except for local ES
offices in New York State, only Nevada has
two-way telecommunication links with the Al-
bany center. The turnaround time for most
States, allowing time for mail deliveries and up-
dating the listings, is 8 to 10 days. The one-way
telecommunications link that five States now
have with the bank allows a turnaround of as
little as 2 or 3 days. With Nevada’s two-way
link, same-day communication is possible.

In proposals to improve the Interstate Job
Bank, two specific issues are involved: 1) faster
communication, so that job orders are listed
quickly and removed quickly when the jobs are
no longer open; and 2) broader coverage. More
fundamentally, questions of improving the na-
tional job bank relate to its central purpose,
which is to help workers move from places
where they cannot get jobs to places where they
can. How much can improvements in the in-
terstate system contribute to this goal?

Technologically, it is feasible to make the In-
terstate Job Bank both comprehensive in cov-
erage and instantly interactive. An important

consideration, however, is matching technol-
ogy with the most likely needs and uses. The
main argument against a comprehensive Inter-
state Job Bank is that many of the job orders
flowing into ES offices are for low-pay, low-
skill jobs, and that few clients would be inter-
ested in applying for these jobs in distant
places, Professional and technical hard-to-fill
jobs that might have a national market are al-
ready entered into the Interstate Job Bank
(though not instantaneously). However these
jobs may not attract workers considering relo-
cation either, since the jobs are often hard to
fill because their pay is relatively low.

The argument on the other side is that many
blue-collar and less educated workers have in
fact chosen to relocate when given practical
help in getting jobs at the other end, including
financial help with out-of-town job search and
moving expenses. In a pilot project conducted
by the ES system from 1976 to 1980, blue-collar
workers took advantage of these kinds of relo-
cation assistance in large numbers; 38 to 44
percent relocated, compared to only 13 to 16
percent of professional workers taking part in
the project (ch. 6 provides details). The pilot
project was conducted in one geographical re-
gion (the southeast), not nationwide, and 80
percent of the relocations were within that re-
gion. Some other relocation projects that suc-
ceeded also involved moves within a region.”
These results suggest that computerized ex-
change of job bank information might proceed
by steps, first within States, then among neigh-
boring States, and finally, if it seems desirable,
nationwide.

From the standpoint of technology, the up-
grading of State systems is a necessary first
step. Statewide job bank systems vary a great
deal in degree of automation, and the existing
systems are not always compatible. If more
States develop fully computerized systems, and
if some degree of commonality is designed into
all the systems, communication among them
on job openings and qualified applicants could
be accomplished in several ways. For example,
each State system could be available for elec-

wSee, fOr example, the discussion of the relocation of Armour
meatpacking plant employeesin the 1960s, ch. 6.
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tronic query by an office in another State or,
at a more sophisticated level, selected systems
could be linked by networking. These inter-
mediate steps, less complex and costly than a
fully interactive national system, might still
prove a practical, effective help to workers con-
sidering a move.

In a time of general budgetary stringency and
reduced ES budgets, it may be questioned
whether State ES agencies will allocate enough
funds to automate or revamp their statewide
job bank systems. Congress might choose to
appropriate funds for this purpose from the
trust fund account that supports the State em-
ployment systems. One bill in the 99th Con-
gress (H.R. 1036) would provide $50 million
each year for 4 years for the purpose of fully
automating State job bank and job-matching
systems.

No one has made a detailed estimate of the
costs either of a comprehensive, computerized
interstate system or of an intermediate system.
Complete costs would include not only the
hardware (computers, terminals, and telecom-
munication lines), but also software systems
and staff time for training, operation, and
maintenance, In 1984 the Data Processing
Committee of the Interstate Conference of
Security Agencies estimated that the costs of
bringing all State employment security data-
processing equipment up to date would be
about $241 million.” This figure covered only
the costs of modern mainframe computers,
desk terminals, and disk technology, but not
telecommunication lines, software, or staff
time.

A more optimistic indication of the costs of
upgrading the automation of State systems
comes from Missouri, which has a fully auto-
mated system. Officials of the Missouri Em-
ployment Security Agency report that the
agency borrowed $1.6 million from the U.S.
Department of Labor in fiscal year 1984 to up-
grade their system’s hardware. The State ex-
pects to pay back the loan within 4 years,

so[nterstate Conference of Employment Security Agencies,

Data Processing Committee, “A Report on the Data Processing
Financing Needs of the Employment Security System” (Wash-
ington, DC: ICESA, 1984).

mostly from savings on operation and main-
tenance of the up-to-date equipment. Missouri
has about 2.4 percent of the U.S. labor force;
thus according to the Data Processing Commit-
tee’s estimates, upgrading the Missouri system
might have been expected to cost about $5.6
million, not $1.6 million. Without a detailed
cost study, it is not possible to resolve the
apparent discrepancies in these figures.

Altogether, understanding of both the costs
and benefits of a broader, more fully automated
exchange of job bank information among States
is limited. A study of these costs and benefits,
including a consideration of several technical
options for linking State systems, is needed as
a reasonable basis for decisions on upgrading
the Interstate Job Bank.

Other applications of new communication
technology, besides automated job banks, have
been suggested to improve ES service to clients
and possibly to save staff time as well. For ex-
ample, one State administrator is exploring the
use of telephone recordings combined with a
redialing system, to reach clients outside of
regular office hours with news about job open-
ings. (The U.S. Internal Revenue Service and
catalog order firms are already using this tech-

nology.)

Labor Market Information

Much has been said about the difficulty of
forecasting the demand for occupations as a
basis for planning education and training.” In
fact, in many States it is difficult to find good
information even about current openings in
local labor markets. CETA and JTPA both di-
rected the Secretary of Labor to develop cur-
rent employment data, by occupation and in-
dustry, for the Nation, States, and local areas;
and Governors were given responsibility for
overseeing and managing statewide informa-
tion systems on labor markets and occupa-
tional supply and demand.

The weakest element in this information sys-
tem is detailed, up-to-date estimates of occu-

siCh. 8 discusses the Bureau of Labor Statistics system of oc-
cupational forecasting.
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pations in demand in local labor markets. The
ES job banks do not provide it, because they
generally contain only a small portion of the
jobs that are available in their areas, and low-
pay, low-skill jobs are overrepresented. Poten-
tial beneficiaries of better information on oc-
cupations in demand are individual workers
looking for jobs or considering retraining,
JTPA project staff, Private Industry Councils,
State economic development planners, and the
ES offices themselves.

Some States do a good job of providing esti-
mates for occupations in demand in local
areas. State Employment Security Agencies
(SESAs, which administer statewide ES sys-
tems, routinely collect a great deal of labor mar-
ket information to meet the data needs of na-
tional programs. Under the technical guidance
of the Bureau of Labor Statistics (BLS), they
amass data on local unemployment rates, in-
sured employment and wages, levels of em-
ployment and earnings by industry, and occu-
pations within industries, much of which is
used to produce national employment esti-
mates and occupational forecasts. Box 5C sum-
marizes the purposes and content of these four
Federal-State cooperative programs.

Some States collect extra occupational data
to show in more detail the patterns in local in-
dustries. Putting together industry and occupa-
tional data, SESA analysts are able to form a
rough picture of which occupations are grow-
ing, static, and declining in the State and in
some local labor markets. The same data can
serve as the basis for State and local projections
of occupations in demand. According to BLS
officials, about 20 States provide reasonably
current, detailed estimates of occupations in
demand for at least some local areas. In the
States that do not, a principal difficulty is lack
of funds and expert staff to analyze the data
that are available. With the cuts in funding and
staff for ES systems since fiscal year 1982,
some States have chosen to allocate fewer re-
sources to research and analysis divisions, thus
weakening their ability to provide local labor
market information.

State and local labor market information may
now be in jeopardy for another reason. The

BLS has announced plans to give the Occupa-
tional Employment Survey (OES) lowest pri-
ority among the four Federal-State cooperative
statistical programs, partly because the data are
of greater interest to States than to the Federal
Government.“The Administration wishes to
reduce Federal support for local labor market
information that is not directly needed for na-
tional purposes, such as determining eligibil-
ity or fund allocation for Federal programs like
JTPA, or producing national labor force statis-
tics. JTPA states, however, that the Secretary
of Labor “shall develop and maintain for the
Nation, State, and local areas, current employ-
ment data by occupation and industry, based
on the occupational employment statistics pro-
gram.”® The Administration also proposed a
cut in the Federal Government’s small program
of local planning grants to States, covering a
broad range of needs for local labor market in-
formation. In fiscal years 1984 and 1985, fund-
ing for these grants was $7.3 million. The 1986
budget proposed $4.3 million for fiscal year
1986, and Congress appropriated this amount.

Some JTPA projects seek information on oc-
cupations in demand by commissioning sur-
veys of local employers to determine their re-
cent hiring patterns. The results may be more
or less useful depending on the sophistication
of the survey. Many projects use performance-
based contracts, which put the responsibility
for knowing what kinds of skills are salable on
the trainer.

A new idea for improving information about
local occupational demand is under develop-
ment in Colorado and is attracting interest
from several other States. Employers in most
States are already required to file quarterly
reports for unemployment insurance purposes,
showing the number of their employees at the
beginning and end of the period and the wages
paid the employees. The reports also identify
the employer’s detailed industrial classifica-
tion. When data from the reports are aggre-

s21J S, congress, House Committee ON Government Operations,
An Update 0N the Status of Major Federal Statistical Agencies,
Fiscal Year 1986, 99th Cong., 1st sess., a report prepareg by the
Congressional Research Service (Washington DC: U.S. Govern-
ment Printing Office, 1985), p. CRS-38.

s:Job Training Partnership Act of 1982, Sec. 462(a).
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gated and compared across quarters, they can
show hiring flows by local area and industry—
but not by occupation. In the Colorado pilot
project, the employer is asked to add occupa-
tional titles for all employees. Thus, if the
project succeeds, the raw data will be available
for showing quarterly hiring flows not only by
industry and locality, but also by occupation.

The technical and financial difficulties of this
kind of project could prove formidable. The
first hurdle is that some employers report only
for central offices, not for branches. More
fundamentally, employers might find it very
troublesome to classify their workers’ occupa-
tions by title, which could at the least delay sub-
mission of Ul reports and taxes. The request
for such detailed reports might also erode
employers’ willingness to respond to long--
established surveys sponsored by BLS for na-
tional purposes, most of which rely on volun-
tary cooperation. The costs to the States of
aggregating and analyzing the data from mil-

NON-FEDERAL

In the late 1970s and early 1980s, before
JTPA, there were a few dozen State, local, and
private displaced worker projects, usually sup-
ported by some Federal funds.” Many of these
non-Federal projects have by now run their
course or have been folded into JTPA projects.

“For a brief summar, of some of these projects, see John A.
Hansen, Andrew Martin, and James Maxwell, “ Retraining Dis-
placed Adult Workers for Jobs in the 1980s and 1990s; A Re-
view of Past Programs, Current Proposals and Future Needs, ”
contractor report prepared for the Office of Technology Assess-
ment, August 1983.

lions of employers might be high enough to ex-
ceed the benefits of this procedure considera-
bly. However, many analysts and managers in
the employment and training field are inter-
ested in testing the idea, because the potential
benefits are substantial.

Some of the demands from vocational edu-
cators, employment and training managers,
and Private Industry Councils for more or bet-
ter occupational information concern forecasts
more than recent or current data. Occupational
projections, like other forecasts, are uncertain
by nature. Their value quickly diminishes with
the number of years they try to look ahead. Re-
cent, detailed information on hiring in local la-
bor markets is of immediate use, however, and
can also keep short-term projections up to date.
Given a choice, policymakers might want to
spend scarce funds more on collecting and
analyzing current data than on constructing so-
phisticated models for projections.

PROGRAMS

A few of the larger statewide and nationwide
programs still exist independently, sometimes
contributing funds to individual displaced
worker projects in combination with JTPA, and
sometimes providing a different kind of serv-
ice than JTPA does.

In addition to their supplementary role in
funding services for displaced workers, non-
Federal job training programs are often de-

signed for related purposes: 1) retraining ac-
tive workers, both to avoid layoffs and to help
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keep firms competitive; z) underwriting the
costs of training the initial work forces of new
and expanding businesses, to encourage eco-
nomic development; 3) providing community
or State government assistance (e.g., guaran-
teed loans or technical assistance) to firms that
are in trouble and in danger of closing, to avoid
worker displacement. Some programs under-
take all of these activities, and one activity may
merge into another—often there is little distinc-
tion between them.

Supplementing the Job Training
Partnership Act

The largest of State programs to assist dis-
placed workers is California’s Employment
Training Panel (ETP). Founded in 1982, it has
about $55 million a year to spend for retrain-
ing workers who are unemployed and collect-
ing Ul benefits, or have exhausted Ul and are
still out of work, or are in danger of losing their
jobs and going on the Ul rolls. The source of
the funding is a small tax imposed on employ-
ers who pay unemployment insurance, and are
not currently in debt to the Ul system (positive
reserve employers). At the same time the tax
for ETP was imposed, the Ul tax was lowered
by the same amount.”(California’s trust fund,
unlike that of many States, has run a surplus
for a number of years.)

In its first 18 months, from January 1983
through July 1984, ETP authorized training for
21,000 people. About 70 percent of these peo-
ple were unemployed when they entered train-
ing, and many qualified for services under
JTPA Title IlIl. A number of displaced worker
projects have received training funds from both
the JTPA Title 111 and the California ETP pro-
grams; for example, an outstanding project in
Milpitas, California, directed by a labor-man-
agement team at the site of a closed Ford as-
sembly plant, received about $2 million from
each. (See ch. 6 for a description of the Ford-
United Auto Workers project at Milpitas,)

ssUnder current Federal and State laws, money collected by
Ut taxes cannot be diverted but must be used for U1 benefits.
Legally, theETP tax isnot adiversion, but the u1tax collection
system Is used to collect it.

Photo credit. Ca/ifornia Employment Training Panel

The California Employment Training Panel provides
retraining both for displaced workers and for active
employees who need training to avoid displacement.

With its annual budget of $55 million, ETP
is not a supplement to JTPA but is far larger.
California received a formula allotment of $7.9
million for its Title Il program in the 9-month
transition year (the equivalent of $10.5 million
annually). Nor is the ETP program a duplicate
of Title Ill. ETP strongly emphasizes the re-
training of active workers to prevent displace-
ment and the use of job training to promote
economic development.”

s[nformation ON ETP iS drawn from The Employment Train-
ing Panel, Annual Report 1984 (Sacramento, CA: State of Cali-
fornia, 1084, ETP’s monthly newsletters, and interviews with
California State officials, ingtitutional trainers, and directors of
displaced worker projects.
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The Employment Training Panel is struc-
tured for fast action with a minimum of red
tape. Training projects typically begin with a
telephone call from a business or training
agency to one of ETP’s three regional offices,
followed by a meeting with ETP staff to dis-
cuss and outline the training. There are no ap-
plication forms to fill out; ETP staff take care
of the paperwork. When speed is important,
a project outline and formal agreement with
the Panel can be concluded in less than a
month. In the early days of JTPA, when most
State programs were not yet organized and
long delays in approving project funds were
common, this kind of fast, nonbureaucratic re-
sponse was especially helpful in getting proj-
ects started.

ETP is strongly committed to training that
leads directly to jobs. Employers who accept
wage subsidies to provide on-the-job training
must assure that they will keep the trainees on
as regular employees, and training institutions
offering classroom courses must place trainees
in jobs related to their training, or they do not
get paid. The panel asks for 100-percent” place-
ment, although some flexibility is allowed in
practice. ETP also demands that training be for
lasting jobs with a future, paying at least $5 per
hour to start (more in higher cost areas).

ETP gives priority to customized training
that prepares workers to perform specific jobs
for specific employers who agree to locate or
expand in California. According to the panel,
California must offer this kind of service to
compete with other States for new business
and new jobs. For example, ETP training funds
were used to attract Integrated Device Tech-
nology (a silicon wafer fabrication company)
to Salinas, an area hard hit by factory closings.
The company had considered locating its plant
and 275 jobs in Idaho instead.

Some other States are showing interest in
training programs funded by the equivalent of
a small portion of the Ul tax, in much the same
fashion as California. Delaware was the first
to follow suit, with its “Blue Collar Jobs Act,”
passed in 1984 and funded at $1.6 million a
year. In Delaware’s case, the new tax was

enacted when the State finished paying back
a loan to the Federal Unemployment Account.
(Delaware’s Ul trust fund ran a deficit during
the recession.) The special employer tax dedi-
cated to paying back the loan was lifted just
as the new tax, equal to a portion of the spe-
cial tax, was imposed. The practical effect was
a Ul tax reduction for employers, while the
State got funding for a new job-training pro-
gram. As in California, most of the training
funded by the program will be offered to un-
employed or displaced workers, but one-quar-
ter of the funds are reserved for “industrial”
training, including the retraining of active
workers.

Another source of supplementary funding
for displaced worker projects is private funds,
primarily the jointly administered manage-
ment-labor training accounts provided in some
union contracts. The largest of these are the
nickel-an-hour and dime-an-hour funds nego-
tiated by the United Auto Workers (UAW) in
their national contracts with Ford and General
Motors. Built by contributions of 5 or 10 cents
for every hour worked by union employees,
collections for the Ford-UAW fund amounted
to about $10 million a year, and for the GM-
UAW fund to approximately $50 million a year,
in 1985.

Both programs operate their own retraining
and reemployment centers, open to any laid-
off worker with recall rights, and both have
contributed to displaced worker projects based
in plants that were closing. The nickel and
dime funds, like California’s ETP fund, were
essential to giving several projects a prompt
start. Similarly, a retraining fund provided by
the agreement between the LTV steel company
and a United Steelworkers of America union
local in Midland, Pennsylvania, helped the
Midland project for displaced workers get off
the ground in 1983, while delays of more than
a year followed applications for JTPA money.

Flexibility remains a principal advantage of
these private funds. Because JTPA-funded serv-
ices are open only to unemployed workers,
someone in the midst of a remedial education
or skills training course as part of a Title 111
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Photo credit: UAW-Ford Employee Development and Training Program

Flanking their instructor, two laid-off Ford workers are
learning machining skills in a retraining course offered
under the UAW-Ford Employee Development and
Training Program.

project cannot continue once he gets a job. The
nickel- and dime-funded programs serve active
as well as unemployed displaced workers, and
so do not suffer from this drawback. Moreover,
the privately funded training centers are able
to serve underemployed workers who have
taken a stopgap job as well as those out of work.
As the condition of the auto industry improved
in 1984 and 1985, the emphasis in the employ-
er-union training programs serving auto work-
ers shifted to include active employees as well
as the unemployed.

Retraining Active Workers

Programs that emphasize retraining of cur-
rently employed workers usually have several
goals in view. The California Employment
Training Panel, for example, emphasizes that
retraining workers who are threatened with
layoff can save the workers’ jobs, save em-
ployers the costs of personnel turnover, and
save outlays from the Ul trust fund. The panel
also states that a principal goal of active retrain-
ing is to encourage the adoption of new tech-
nologies, thus helping California businesses to
stay productive and competitive. The effect, be-
sides avoiding the immediate loss of jobs, is to
make future employment more secure.

Through June 1984, 30 percent of the Cali-
fornia workers benefiting from ETP training
were active employees. To qualify for ETP
funds, employers had to certify that, without
retraining, their workers would be laid off and
replaced with people who already had the skills
that employers now required. Employers often
cited the need for workers who could use com-
puterized equipment and systems. According
to an ETP report, at least half the job training
the panel has funded involved some form of
computer technology, ranging from office auto-
mation to wafer fabrication in semiconductor
plants.

A number of ETP’s active retraining projects
serve small and medium-sized businesses. For
example, 173 drafters working for 46 Los An-
geles architectural firms were retrained in
computer-assisted drafting and other auto-
mated processes, which cut the time required
for producing architectural drawings by 50 to
75 percent. In another Los Angeles project,
ETP helped to pay for the retraining of 148 em-
ployees of 15 apparel firms. These employees
learned to operate computerized equipment
that designs patterns, adjusts pattern sizes, and
determines the placement of patterns on fab-
ric. No other such training program existed in
the Western United States. Without the train-
ing, employers reported, they would have pi-
rated trained workers from the east coast, or
they would have exported work overseas to
low-wage countries. Either way, current em-
ployees would have lost their jobs.

Large businesses are also taking advantage
of ETP-funded training. The Hughes Corp.,
California’s biggest single employer, used ETP
funds to retrain 990 workers, some of them
current employees in danger of layoff, some
former workers eligible for recall, and some
new hires, to operate a sophisticated new in-
ventory control and production management
system. So far, the largest of the ETP-aided
projects for retraining active workers is $5 mil-
lion of assistance to the Bank of America. The
bank is closing branch offices and plans to
retrain 2,000 former tellers, operations assis-
tants, and clerical workers for such jobs as spe-
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cial loan officers, personal banking officers,
and computer-banking assistants.

Some uneasy questions arise about the use
of public funds by large, financially healthy
firms to train their workers. California ETP
staff argue that many firms adopting new tech-
nologies would find it simpler and cheaper to
replace current workers with newly hired peo-
ple who have trained themselves at their own
expense, and that ETP retraining saves the fi-
nancial and emotional costs of displacement.
Moreover, the availability of ETP funding for
training allows firms to spend more for invest-
ment in capital equipment, thus improving
their competitive position. In any case, since
the ETP program isfunded directly and solely
by what amounts t a portion of the Ul tax,
paid by employers, the panel believes that itis
appropriate to support any training that re-
duces Ul-covered unemployment, current or
potential.

Altogether, the public share in retraining of
active workers isminute compared to the pri-
vate. As chapter 7 discusses, spending by em-
ployers for formal training and education of
their employees probably amounts to at least
$10 billion per year and possibly much more.
Informal training in the workplace, while
almost impossible to quantify, iscertainly of
great importance as well. Public assistance for
preventive retraining, mostly funded by States,
probably adds up to no more than tens of mil-
lions per year, compared with the billions spent
by employers. Clearly, the public sector can-
not take the place of the private in this activ-
ity. It isthe private sector that now provides,
and will continue to provide, by far the most
retraining of current employees that a chang-
ing and competitive economy requires.

Private programs such as the nickel and dime
funds are structured ways of obtaining employ-
er-funded training for currently employed blue-
-collar workers. For the union, a principal goal
of the retraining programs for active workers
isto bolster job security. For example, the 1984
UAW-General Motors contract calls for ajob
bank, supported by the dime fund, that will pro-
vide retraining and General Motors employ-

ment for workers whose jobs are lost due to
technology or productivity improvements or to
outsourcing (purchase of auto components
abroad). This contract provision does not ap-
ply to jobs lost because of changes in consumer
preference. People assigned tothe job bank
may be trained to serve in a roving team of sub-
stitutes, but in any case are supposed to be
offered training to upgrade their skills. The job
bank program has not yet had a real test. In
mid-1985, auto sales and production were
strong enough that only 41 people had been as-
signed to it, and they stayed only 2 weeks be-
fore getting new General Motors jobs.

In 1984 and 1985, nearly all the retraining
of active General Motors employees that the
dime fund supported was preparation for work
in redesigned, modernized plants, not a re-
sponse to elimination of jobs. For some em-
ployees—for example, the hundreds of work-
ers assigned to two technologically advanced
steering gear plants, or the skilled technicians
and repair crew in assembly plants—the re-
training is technical and fairly demanding. For
others—for example, assembly line workers in
the modernized Pontiac, Buick City, and Ham-
track assembly plants—much of the retraining
consists of a 3-week course emphasizing team
building, learning to trust fellow workers, and
understanding the importance of quality. For
those who need it, short courses in remedial
or brush-up education in reading and math is
offered. A key element in the success of the atti-
tude training received by assembly line work-
ers, stressing the connection between the work-
er's own welfare and the success of the product
in the marketplace, appears to be the joint un-
ion-management administration of the program.

Another privately funded national program
for retraining active workers was negotiated
in a 1983 contract between AT&T and the Com-
munications Workers of America. In anticipa-
tion of rapid technological change in the tele-
communications industry, the contract called
for the company to spend up to $36 million
over 3 years for retraining employed workers.
With the breakup of AT&T, the regional Bell
companies as well as AT&T itself have taken
over the training obligation.
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In each of these companies, a labor-manage-
ment advisory board approves training that it
believes will help the employees fit into other
company slots, as jobs and the organization of
work evolve with changing technology—or,
failing that, will help them find other jobs in
the local economy. In 1985, thousands of AT&T
and Bell employees took advantage of training.
The Northwestern Bell joint advisory board, for
example, approved training in individually
selected community college courses, and 3,300
(25 percent) of employees signed up. The Bell
South board emphasized correspondence
courses, in subjects ranging from basic math
and English to typing, business-letter writing,
algebra, and digital electronics. some 5,000 em-
ployees enrolled. Of 76,000 nonmanagerial em-
ployees of AT&T’'s communications division,
10,000 were taking home study courses in mid-
1985, chiefly in electronics, accounting, com-
puter-related skills, and arithmetic.

The joint advisory boards responsible for
framing the training programs have emphasized
the importance of improving broad, generic
skills, and many employees are seeking this
kind of training. When it comes to more spe-
cific technical skills, the advisory boards have
little to go on. They have received relatively lit-
tle information from the company manage-
ments on the jobs and skills expected to be in
demand in the future, partly because union
members have complicated bumping rights
based on seniority, and it is hard to foresee
what jobs will be open. Also, some companies
consider information on their future job skill
needs proprietary. As for employment outside
the companies, the advisory boards face the
same difficulties many others do in finding
readily available, detailed information on job
demands in the local labor market. To antici-
pate what jobs will be in demand in a few years
is still more chancy.

The company-provided retraining did not ex-
tend to workers who lost jobs in the largest lay-
off in AT&T’'s history—the cutback of 24,000
of 117,000 jobs in the company’s Information
Systems division, announced in August 1985.
AT&T did provide reemployment assistance,
however. Besides offering ex-employees help

with resumé writing and job search skills, the
company set up a central labor exchange in-
formation program with a free long-distance
telephone number. Employees were asked to
list their job skills and interests, and employers
to list job openings. The initial response from
employers seeking skilled employees was brisk;
some 1,700 employers listed nearly 6,000 job
openings in the next few days after national
advertisements publicized the information ex-
change. The company planned to keep the ex-
change active at least through the end of the
year.

Comunity and Government Assistance to
Prevent Plant Closings

Plant closings and large labor force shifts are
an inevitable part of economic growth and
change, an aspect of the “creative destruction”
of capitalism. This does not mean, however,
that every threatened plant closing is unavoid-
able. In some cases, troubled companies are
able to adopt effective strategies to enhance
their competitiveness, with or without public
assistance, and thus avoid the necessity of clos-
ing down. Even though the strategy for survival
may involve sacrifice, such as trimming the
work force, the massive worker displacement
and community distress of a complete closing
is averted.

Some firms, because of technological ob-
solescence, strong foreign competition, loss of
product demand, or plain poor management
have little chance to survive. In others, the
changes required for survival are so far reach-
ing, and time and resources so limited, that
closing down is the only reasonable option. Ef-
forts to keep these firms in business and save
jobs will, in the long run, be wasted. Not all
decisions to close down a firm are clear cut,
however. The reasons for resorting to a shut-
down are various, and some are more compel-
ling than others. Some firms have reasonable
prospects for long-term success if they can
weather a short-term crisis and at the same
time do what is necessary to enhance their
long-run competitiveness and profitability.
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“Doing what is necessary” often means the
loss of jobs. Restoration of a firm’s competi-
tiveness often depends on improving produc-
tivity, that is, achieving more output per hour
of labor. Unless sales rise enough to compen-
sate, saving the company costs some jobs—but
not as many as if the company went out of busi-
ness. For example, in 1974 the Japanese com-
pany Matsushita bought Motorola’s money-
losing Quasar operation, which made tele-
vision sets, Matsushita invested heavily in
labor-saving equipment and also moved some
of its operations to Mexico, where wages were
lower. At the same time, the company rede-
signed the product and reorganized work to im-
prove quality and encourage employee partici-
pation. With all this, some jobs were lost. Yet
if the company had failed, several thousand
more U.S. workers would have lost their jobs.5”

Because local communities often have a large
stake in the survival of a threatened plant, they
may become involved in efforts to save it. State
or Federal Government agencies may also be
drawn into the efforts. Public or community
agencies considering this course will make
wiser decisions if they first size up the reasons
for the closing and the longer term prospects
of the firm. The following questions are among
the key considerations.

Is there enough time? Early detection of
problems so that there is time to adopt a cor-
rective strategy is essential. Also, both manage-
ment and labor must clearly recognize that
short-term measures (e.g., temporary work
sharing) will seldom be effective unless they
are combined with a long-term strategy to im-
prove the company’s competitive position.
often, it takes several months to conduct a fea-
sibility study just to determine whether there
really are practical alternatives to shutting
down, and several more months may be needed
to negotiate the necessary changes.

sy . Congress, Office of Technology Assessment, Interna-
tional Competitiveness in Electronics, OTA-ISC-200 (Washing-
ton, DC: U.S. Government Printing Office, November 1983), p.
338; J. A. Alic and M. C. Harris, “Employment Lessons From
the U.S. Electronics Industry, “ in Proceedings of the 2d Inter-
national Conference on Human Factors in Manufacturing, H.
J. Bullinger (cd.), Stuttgart, West Germany, June 11-13, 1985.

Are there realistic prospects for profitability
that are likely to attract other investors? Some
modestly profitable plants are slated for closure
because they do not provide the rate of return
that meets the goals of corporate managers or
stockholders. These plants may be good can-
didates for acquisition by other investors, al-
though in some cases the parent company will
not want to sell out to a potential competitor.
Other firms may have reasonable prospects for
profitability if capital is invested, costs are cut,
or management is generally improved. More
rarely, companies may have the potential to
convert to a different product line with better
prospects for profit, if the physical plant and
employee skills are suitable for the new product.

Are both management and labor willing to
make sacrifices to create a more efficient, pro-
ductive, and profitable plant? Often, success-
ful turnarounds depend on reforging relation-
ships between labor and management, with
give and take from both parties in devising an
effective plan of action. Management has to be
able and willing to commit capital funds to a
risky endeavor, and often to share some deci-
sionmaking power with labor. Long-term wage
concessions may be required of both managers
and workers, and labor unions may have to ac-
cept changes in work rules, occupations, and
staffing.

Communities can sometimes play a critical
role in helping to save threatened plants. Their
contribution may be in the form of encourag-
ing labor and management to work together for
the company’s survival, finding alternative in-
vestors or new owners, providing training for
the work force in a modernized plant, or up-
grading public facilities or services. Even when
the prospects for saving plants look favorable,
communities also need contingency plans for
assisting displaced workers. The plant may
after all close, or if it survives, it may need a
smaller work force or a different kind of work
force. A certain amount of displacement is
likely in any event. Some communities have
permanent local organizations that can under-
take these responsibilities. In others, less for-
mal efforts are undertaken as needed, usually
in response to specific plant closings.
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Most States do not have specific programs
to channel assistance to troubled industries or
plants in danger of closing. Their efforts to help
are likely to be ad hoc or directed more toward
the general goal of economic development and
job creation. A few States, including Califor-
nia, Massachusetts, and South Carolina, have
established continuing programs to help firms
and industries in distress.

Promoting Labor-Management Cooperation

A recent innovation, the Area Labor-Man-
agement Committee (ALMC) is intended to fos-
ter cooperative solutions to company-worker
problems that may threaten the company’s ex-
istence and the prosperity of the community.
ALMCs have been tried most commonly in
communities plagued by poor labor-manage-
ment relations, where firms have closed or fled,
and new ones cannot be attracted, Since the
1970s, a score of communities have established
ALMCs.

One of the oldest and best known of these
organizations was founded in 1970 in James-
town, New York, At that time, this small man-
ufacturing town (population 40,000) in the far
western part of the State had entered a condi-
tion of economic decline, brought on in part
by very poor relations between management
and labor. After a major employer went out of
business, the town’s mayor (Stanley Lundine,
now a member of Congress) convinced local
business and labor leaders to forma voluntary,
community-wide labor-management commit-
tee. Co-chaired by representatives from labor
and business, the committee also includes the
mayor, the city ombudsman, and someone
from the Federal Mediation and Conciliation
Service as ex officio members.

Jamestown’s ALMC adopted a strategy of lo-
cal economic renewal, attempting both to re-
tain local firms and attract new ones. The com-
mittee offers a cooperative program to assist
local industry, better labor relations, develop
human resources, and improve productivity.
A key element of the program is in-plant labor-
management committees, which look for co-
operative solutions to problems that affect the

firm’s ability to compete. The ALMC keeps the
committees supplied with technical assistance
from the local community college, consultants,
and local and State agencies. One study credited
the ALMC with saving 1,708 jobs from 1972
to 1981.*Many of these jobs were in plants that
would have closed or relocated had produc-
tivity not improved. The same study concluded
that ALMC had helped to create 2,500 new jobs
in the community, many of them in firms that
would not have located or expanded in the
area, had the old negative image of labor-man-
agement relations persisted. In 1985, 12 in-
plant committees were operating in Jamestown
area plants, including 9 under ALMC spon-
sorship.

A modest-sized Federal agency employing
the same approach as that of the ALMCs is the
Division of Cooperative Labor-Management
Programs, U.S. Department of Labor. Its mis-
sion is to foster joint efforts by labor and man-
agement to improve productivity and enhance
the quality of worklife. Its assistance to busi-
ness, labor, and public organizations includes
information services, workshops, technical
assistance, and provision of resource materials.

State Programs to Help Troubled Firms

Massachusetts is one of the few States with
a permanent, established program to help trou-
bled firms. Created by law in 1984, the State
program includes several different services.
One is the Massachusetts industrial service
which, at a firm’s request, offers help in im-
proving outmoded technologies and poor man-
agement, or in searching for a new owner if
necessary. Firms may take advantage of a con-
sulting service which can develop an adjust-
ment strategy to be followed by the present
owner or, failing that, to serve as the basis for
attracting a new owner. The industrial service
is also authorized to assist communities hit by
plant closings, either by looking for new uses

Christopher B. Meek and William F. Whyte, “Community
Economic Revitaization: The Jamestown Model of Cooperative
Labor-Management Problem Solving, " in Gary B. Hansen and
Marion T. Bentley, Problems and Solutions in a Plant Shutdown:
A Handbook for Community Involvement (Logan, UT: Utah State
University Center for Productivity and Quality of Working Life,
1981), pp. 291-308.
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for idled plants or by trying to attract new busi-
ness (the more conventional economic devel-
opment strategy). The service is also charged
with developing an early warning system, iden-
tifying the kinds of industries that are vulner-
able to plant closings and to significant losses
of employment.

Another program created by the same law
is a stabilization trust, the purpose of which
is to provide “flexible high-risk financing” to
troubled firms that are deemed economically
viable. The financing is intended to make pos-
sible a change in ownership, or corporate re-
structuring, or a turnaround plan that could
avert plant closure. The trust is designed to
supplement financing by private sources and
other public agencies, not to replace them. The
program is new, and how it will work in prac-
tice has yet to be proven. The difficulty in such
programs is evident: how to select companies
that have a good chance of becoming produc-
tive and competitive, and to avoid wasting time
and money on ones that do not.

South Carolina’s Rapid Response Team shares
some features with the Massachusetts pro-
gram. The Governor established this coordinat-
ing body in the summer of 1983, to deal with
the large number of textile mill and manufac-
turing plant closings occurring in the State. At
first, the team was seen as a temporary reces-
sion measure, but in the fall of 1983 a task force
of the Governor recommended making it per-
manent, to play a part in the State’s strategy
for economic development. The State Devel-
opment Board was put in charge, with other
State agencies responsible for education, train-
ing, employment security, and development
financing also serving on the team. Additional
agencies can also be tapped when needed.

The missions of the team are to identify prob-
lems related to plant closings and to coordinate
State and local assistance when closings occur.
Two specific goals are aversion (helping plants
avoid closings when possible) and conversion
(when the closing is inevitable, helping to con-
vert the work force to new employment and
the plant back to productive use).

The State Development Board has a central
clearinghouse to collect as much early warn-
ing of plant closings as possible from such
sources as local development boards and coun-
cils of government, chambers of commerce,
banks, and local ES offices. When notified of
an actual or probable closing, the team ar-
ranges a site visit. If its evaluation suggests eco-
nomically sound alternatives to closing the
plant, the team works with the plant manage-
ment on an aversion strategy package that may
include provision of business information, fi-
nancial assessments, loans and tax incentives,
assistance in research and marketing, and
technological assistance, including retraining
workers for jobs using automated equipment.

By mid-1984, the team had visited 12 plants
threatened with closure, affecting 3,485 work-
ers. One of the plants—Anderson Mills in the
town of Anderson, employing 450 people—
seems to have been saved through a combina-
tion of financial and management assistance.
Two plants were successfully converted. The
Racine Glove Co. in Manning and the Sunbeam
small appliance plant in Denmark were both
sold to new owners making similar products,
and both are back in production. All 85 work-
ers at the glove company were rehired. Em-
ployment at the appliance plant, formerly 250,
was expected to reach 200 two years after the
new owner took over.

Helping to Find New Financing or New Buyers

One of the strategies that States, local gov-
ernments, and communities use to help troubled
firms is to arrange financing for improvements
that may pull the firm through. Community of-
ficials or local citizens sometimes serve as in-
termediaries in getting technical or financial
assistance from State or Federal agencies.
Rarely, local governments may themselves pro-
vide direct financial help or incentives to a
threatened firm. If the current owner cannot
or will not stay in business, community repre-
sentatives may seek a buyer. Sometimes a lo-
cal government serves as a middleman be-
tween a troubled firm and new investors or a



Ch. 5—National Displaced Worker Programs < 213

new owner. When it works, this approach is
very cost-effective for local taxpayers. Even af-
ter a plant has closed and the workers have
been laid off, community and State action
sometimes succeeds in finding a new owner
to reopen the plant. In rural or isolated places,
where one plant can make a critical difference
to the economic life of a community, local
leaders and government officials have compel-
ling reasons to try persistently to revive the
plant. Such an instance is described in box 5D.

Worker ownership of a failing plant is another
option, much publicized but not very often ac-
complished, to avoid plant closure. Employee
stock ownership plans are widespread in U.S.
businesses (in part because of tax advantages
conferred under the Employee Retirement
Income Security Act of 1974 and its amend-
ments), but the National Center for Employee
Ownership knows of only about 35 instances
of worker buyouts to avoid plant closings since
about 1970. Because of incomplete reporting,
the actual number of such buyouts may be
twice as great, perhaps 70 cases, but this is still
only about 1 percent of all employee-owned
operations. State and Federal agencies on oc-
casion offer some help in worker buyout ef-
forts, sometimes by sharing the costs of feasi-
bility studies to determine if worker ownership
is viable. State assistance has not played a
prominent part in most buyouts, however.

The largest and best known worker buyout
so far was the one negotiated between the Na-
tional Steel Corp. and employees at its Weir-
ton, West Virginia, Steel Division in 1983. A

year earlier, the company announced that it
would consider employee ownership a viable
alternative to its plans to gradually reduce new
investments in the plant as a prelude to clos-
ing it. Consultants hired by the company and
employees to explore the feasibility of worker
ownership found that the long-term prospects
for the company’s steel products were favora-
ble, on the condition that employees take sig-
nificant wage cuts.

Pensions and benefits accrued under Na-
tional Steel’s tenure were another key negoti-
ating point. If the plant closed while National
owned it, the company’s closure costs would
swell to hundreds of millions of dollars for such
items as early pension payments and severance
pay. At the same time, workers were concerned
that they could lose all benefits if the company
failed after they took it over. In the final agree-
ment, the employees accepted a 20-percent
wage cut, while the company agreed to con-
tinue its pension and benefit obligations for 5
years after the buyout. During its first year as
an employee-owned firm, Weirton made a
profit of $60.6 million.

The Weirton worker ownership agreement
depended very little on direct spending of gov-
ernment funds. The West Virginia Economic
Development Authority provided $125,000 for
an initial feasibility study, and two counties in
the area contributed an additional $35,000. At
one time, the city applied for a Federal urban
development action grant to help with in-plant
improvements, but its application was rejected.

LABOR POLICIES AND ADULT WORKER TRAINING IN THE UNITED STATES AND
OTHER INDUSTRIAL DEMOCRACIES

Labor Policy

Government policies specifically designed to
deal with labor adjustment are relatively new.
In most industrialized countries, active (or
selective) labor policies date only from the
1960s. Before that, governments relied on three
kinds of policies to affect employment and un-
employment: 1) general macroeconomic pol-

icy, 2) employment insurance and welfare, and
3) economic development policy. Adult train-
ing and retraining programs also existed for
years in many industrialized nations, but only
in the 1960s did the OECD countries begin to
use these programs systematically to meet the
employment needs of selected groups, regions,
and economic sectors; that is, to make them
a part of active labor policy. The active labor



[page omitted]

This page was originally printed on a dark gray background.
The scanned version of the page was almost entirely black and not usable.



Ch. 5—National Displaced Worker Programs .215

policies in modern industrial democracies cen-
ter on three objectives: 1) developing human
resources and adjusting the labor force to struc-
tural changes, with the goal of fostering eco-
nomic growth; 2) improving the employment
opportunities of marginal groups, thus contrib-
uting to social equity; and 3) ameliorating the
trade-off between inflation and unemployment,
by stabilizing employment during cyclical
downturns and removing labor market bottle-
necks during periods of growth.

Adult retraining and reemployment assis-
tance is one of a range of policy tools that gov-
ernments now use to deal with specific labor
problems. The ways other industrialized coun-
tries have structured this assistance, and fit it
into their broader labor policies, are highly var-
ied, These varieties of experience may offer in-
sights to U.S. policy makers, keeping in mind
that not all foreign experience can translate
easily into the political and economic culture
of the United States.

For example, the combined classroom learn-
ing and apprenticeship in vocational skills that
most German young people acquire in their
high school years provides West Germany with
an able work force, to the benefit of the nation’s
productivity and competitiveness. Japan’s sys-
tem of lifetime employment favors continued
retraining of active workers, at least for the
one-quarter or so of Japanese workers included
in the system. Employers who are able to keep
their workers and retrain them as markets and
technologies change contribute both to their
own and to the nation’s adaptability and com-
petitiveness.

The labor policies and adult training pro-
grams of two industrialized democracies have
been selected for brief discussion here. The
Swedish system has attracted notice as an ex-
ample of a stable social partnership between
business, labor, and government, with both full
employment and business efficiency as major
goals. Canada exemplifies a more laissez-faire
approach, combined with a substantial com-
mitment to training and adjustment programs

for workers displaced by trade and technology
changes.

Sweden

Sweden’s retraining and reemployment pro-
grams and other labor measures are the largest
and most costly in the world, accounting for
about 5 to 8 percent of government expendi-
tures in recent years, and 2 to 3 percent of gross
national product. These programs typically
provide services to 5 or 6 percent of the labor
force in the course of a year. Although expen-
sive, the Swedish system is considered well run
and effective. To a substantial degree, it has
met the three goals set for it: 1) facilitating
structural adjustment; 2) keeping employment
high while holding inflation down (i.e., stabili-
zation); and 3) promoting social equity by giv-
ing job skills to as many citizens as possible.

Stabilization has been partially achieved,
with more success in controlling unemploy-
ment than inflation. More than any other West-
ern country, Sweden uses active labor policies
to keep unemployment down. In 1980, for ex-
ample, when the U.S. unemployment rate was
over 7 percent, Sweden’s was 2 percent. Swe-
den’s annual unemployment rate never rose
above 3.4 percent even in the depths of the
1980s recession, when the U.S. unemployment
rate reached 9.7 percent and the average rate
for Western European countries was over 11
percent. International comparisons are tricky,
however, because Swedish policy deliberately
provides government subsidies for wages, train-
ing, and public sector jobs to keep people off
the unemployment rolls when private business
activity is depressed.

Sweden’s recent record of inflation control
is only mediocre. In the decade 1971-80, the
average annual rate of inflation in Sweden was
9.6 percent, a little below the average for West-
ern European countries, but above the U.S. an-
nual rate of 7.9 percent for the decade. As in-
flation moderated in the 1980s, Sweden stayed
about even with the rest of Western Europe,
but U.S. inflation rates were much lower (i.e.,
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a 3-year average of 9.9 percent for 1981-83
in Sweden, versus 6.6 percent in the United
States).

As a small, trade-dependent country, Sweden
is conscious of the need to stay competitive in-
ternationally. The nation’s labor policy is in-
tended to help individual workers adjust to
structural economic change, not to prop up
declining industries indefinitely. Nonetheless,
wage subsidies, which indirectly support de-
clining industries, are a prominent part of
Swedish policy.

The National Labor Market Board (AMS), an
independent tripartite body that includes gov-
ernment, business, and labor representatives,
formulates the broad outlines of Sweden’s la-
bor policy, under the guidance of the govern-
ment and Parliament. All Swedish labor pro-
grams, including job training, placement, wage
subsidies, relocation assistance, and job crea-
tion, are coordinated under AMS. AMS is also
the only legal employment service in Sweden.
This enables local AMS offices to gather a great
deal of information about worker needs and job
vacancies in their areas; at the same time they
are part of a nationwide agency with ready ac-
cess to job listings throughout the country. De-
spite the centralizing role of AMS, its local
offices have ample discretion and can act
quickly. The government-run adult training
program in Sweden has the dual function of
providing new skills and helping to reduce un-
employment during downturns in the business
cycle. Bottleneck training, directed toward pre-
venting skills shortages, is also supported to a
limited degree as an anti-inflation measure.
The training centers, administered by AMS,
provide courses to a large number of workers;
approximately 1 percent of the 4.4 million peo-
ple in Sweden’s labor force are in government-
sponsored training each year. Apparently, the
training courses are well chosen and reason-
ably effective. About three-quarters of gradu-
ates have jobs within 6 months, mostly in the
work the students were trained for, and drop-
outs are reported to be few.

The training courses are free and are open
to adult workers who are unemployed, in dan-
ger of becoming unemployed, or har