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Foreword By Congressman Augustus F. Hawkins, Chairman,
Subcommittee on Investment, Jobs, and Prices

In the years ahead quality must be the central goal of our labor
force. Workers must be trained and have the skills necessary to
produce top-quality goods and services. To borrow a slogan made
popular by a leading automobile manufacturer, “quality must come
first.” But as evidenced in hearings held by the Joint Economic
Committee’s Subcommittee on Investment, Jobs, and Prices, which
I chair, America is not making the serious investments in educa-
tion, training, and employment initiatives necessary to upgrade
and prepare our labor force.

On April 11, 12, 18, 19 of 1988 the Subcommittee held hearings
on the topic of “Employment in the Year 2000: A Candid Look at
Our Future.” The four days of hearings were convened to assess
this nation’s ability to adequately respond to the changes in domes-
tic labor markets, projected employment opportunities, increased
international trade competition, and projected skill deficits in the
labor force through the year 2000. The Subcommittee heard testi-
mony from witnesses on what is really happening to America’s
labor force. Our labor force must be betfer trained to adapt to pro-
Jjected changes in the types of jobs, and the varied skill demands
which new jobs will require. Moreover, the hearings offered an op-
portunity to focus national policy on the importance of making
long-term and lasting investments in our labor force.

The testimony offered during the four days of hearings was quite
compelling. By most accounts, this nation must use its collective re-
sources—Federal, State, local, and private—to invest in the techni-
cal competency and intellectual capacity of its people. Economists,
labor industry experts, academicians, local government officials
and representatives from varied public interest groups came before
the Subcommittee with one principal concern: that the employ-
ment prospects of a large share of the future labor force are seriously
threatened with too few and inadequate training opportunities, a
decline in low-skilled jobs, illiteracy, criminal activity, drugs, and a
growing underclass.

As a longtime participant in the national policy debate on educa-
tion, training, and employment, I am troubled by the employment
forecasts on the labor market prospects into the year 2000. By the
2000, demographics on those entering the labor force indicate that
the pool of potential workers will be mostly composed of individ-
uals who lack basic job readiness skills, and meaningful commit-
ments to the labor force.

Domestic labor markets are expected to experience an even
greater demand for individuals who are literate, have a greater
command of the basic computation and communication skills, and
individuals who take personal pride in producing products of qual-
ity. Business, corporate, industrial, and governmental entities will
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be even more reluctant to accept workers who lack a minimum
level of skills and productive attitudes. Thus, the projected changes
in office technology, industrial automation, and international com-
petition dictate an upgrading in the capabilities and skill competen-
cies of the labor force.

The U.S. Department of Labor in its “Projections 2000” and the
Hudson Institute’s “Workforce 2000” studies, forecast that the
Nation may face a difficult period of adjustment. Should a projected
highly unskilled and functionally illiterate labor force be permitted
to come to fruition, it will cause a crisis in the American labor
force and the economy. These projections could lead to a labor
market nightmare, unless targeted, effective, and market oriented
investments are made to educate and train America’s labor force.
The current skills and capabilities of our labor force will fall short
of the sophisticated and market-driven challenges of the 21st
century.

'The Department of Labor’s Bureau of Labor Statistics and the
Hudson Institute’s studies both project the civilian labor force to
grow more slowly in the future than it has over the past two dec-
ades. This lower growth will be due largely to the fact that fewer
persons were born during the 1960°’s and 1970’s. Consequently,
fewer persons will reach the age of labor market entry in the
coming years.

The studies also indicate that three central trends will continue
into the next century. First, manufacturing jobs will be a much
smaller share of the U.S. economy in the year 2000 than it is today.
Service industries will create most of the wealth over the next 12
years. Second, the labor force will grow slowly, becoming older,
more female, and more disadvantaged. Over 15 percent of the new
entrants to the labor force over the next 12 years will be native
white males, compared to 47 percent currently in that category.
Third, the new jobs in service industries will demand much higher
skill levels than current jobs. Very few new jobs will be created for
those who cannot read, follow directions, and use mathematics. De-
mographic trends in the labor force, coupled with the higher skill
requirements of the economy, will lead to both higher and lower
unemployment: more joblessness among the least skilled and less
among the most educationally disadvantaged.

Our economic future depends on our ability to educate and train
workers who will successfully compete in the global marketplace
through the year 2000 and beyond. Certain segments of the popula-
tion are already being locked out of the marketplace, which de-
mands a skilled and educated labor force. Nonetheless, the best in-
vestment we can make now to maintain greater prosperity in the
next century is an investment in the education and training of
America’s labor force. This nation is at a crossroads where it must
decide how to meet an unprecedented socioeconomic challenge.
This country must enable itself to step forward toward the cutting
edge of technological and economic change. America can only do
that, and do it successfully with sound investments in education
and training.
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EMPLOYMENT IN THE YEAR 2000: A CANDID
LOOK AT OUR FUTURE

MONDAY, APRIL 11, 1988

CoNGRESs OF THE UNITED STATES,
SUBCOMMITTEE ON INVESTMENT, JOBS, AND PRICES
OF THE JOINT EconoMic COMMITTEE,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:30 a.m., in room
2175, Rayburn House Office Building, Hon. Augustus F. Hawkins
(chairman of the subcommittee) presiding.

Present: Representative Hawkins.

Also present: William Harrison and Dayna Hutchings, profes-
sional staff members.

OPENING STATEMENT OF REPRESENTATIVE HAWKINS,
CHAIRMAN

Representative Hawkins. The meeting of the Subcommittee on
Investment, Jobs, and Prices of the Joint Economic Committee is
called to order. This morning we are delighted to welcome a distin-
guished group of witnesses and to welcome our friend, the leadoff
witness, Mrs. Norwood.

The Joint Economic Committee through the subcommittee is
opening this 4-day series of hearings on Employment in the Year
2000: A Candid Look at Our Future.

As chairman of the subcommittee and chairman of the Education
and Labor Committee of the House of Representatives, I am most
interested in what the Nation must do to ensure that its citizens
are educated, trained, and sufficiently competent to perform jobs
created in the economy into the 21st Century.

Our economic future depends on its ability to educate and train
workers who will successfully compete in the global marketplace of
the next century. Thus, the best investment we can make now to
ensure a more prosperous and equitable America is an investment
in its people. The Nation is at a crossroads where it must decide
how to meet an unprecedented socioceconomic challenge. What it
decides to do will strongly affect its future. We might well say that
its future depends on its children and how it develops the human
capital of these children.

This morning our panelists will focus on domestic and interna-
tional labor force trends as projected into the year 2000. A number
of basic trends are shifting the global structure of employment.
The most fundamental of these are demographics and labor market
changes, increased internationalization of trade and labor, and the
spread of technological innovations, especially the new information
technologies.
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Depending on what happens to immigration, technological
change, education and training of existing workers, and most im-
portant, to economic growth, labor markets are likely to be tighter.
There will be greater shortages of skilled and educated workers
than during the 1970’s, while unskilled, uneducated and dislocated
workers will have more difficulty finding employment.

We are very, very pleased to have as the first witness Mrs. Janet
Norwood, Commissioner of Labor Statistics. Following Commission-
er Norwood, we will then call on a group of distinguished panelists.

May the Chair indicate that we have suggested to the witnesses
that we confine the formal presentation to 10 minutes so as to
allow time for questioning. We will obviously include in the official
record all of the testimony presented.

At this time the Chair certainly would like to commend the wit-
nesses, all of whom have complied with the request. We have the
documents available to us, which is somewhat unusual.

With that, may I, therefore, turn to Mrs. Norwood. Mrs. Nor-
wood, we are very delighted to have you this morning. May I say
that these hearings are very informal. We are here to learn from
each other and we hope that we will not in any way get into any
conflicts in terms of statements. Insofar as the Chair envisions the
hearings, they will develop some new ideas, some innovations, and
will obviously provide for the committee some most important doc-
umentation of facts.

Mrs. Norwood, you may proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER,
BUREAU OF LABOR STATISTICS, DEPARTMENT OF LABOR

Mrs. Norwoop. Thank you very much, Mr. Chairman. I have
been asked to talk a little bit about the current employment situa-
tion and then the future as we see it, as well as something on the
state of our labor market data.

Employment growth has been very strong during the past 5

years. More than 15 million jobs have been added and the propor-

tion of Americans with jobs is higher than ever before.

About four-fifths of the jobs created during the current expan-
sion period have come from service-producing industries. We have
also seen some encouraging increases in factory jobs, especially in
the last year.

Although more than 400,000 factory jobs were added since last
March, the manufacturing industry, however, has still not re-
couped all of the jobs lost during the 1981-82 recession.

I think it is important to recognize that most of the new jobs,
over 90 percent of them, have been full-time jobs, and a large part
of them have been in managerial, professional, administrative, or
technical occupations. In general, these jobs use many of our cogni-
tive abilities and require at least some training and education.

As a result of this strong job growth, unemployment has dropped
markedly, from 10.8 percent at the recession trough to 5.6 percent
in March of this year.

At the same time productivity, especially in manufacturing, has
gro;vn sharply, and the rate of inflation has decelerated substan-
tially.
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We have made a great deal of progress. But our data show that
we still have a number of labor market-related problems. The black
population has jobless rates that are more than twice the rate for
whites. The rate for black teenagers, although lower than a few
years ago, still fluctuates around 35 percent. The rate for the fast
growing Hispanic labor force continues to hover around 8 percent,
somewhat higher than the rate for the white population.

We still have about a million workers who are too discouraged to
look for work. This group is disproportionately black and female.

About 800,000 people are among the long-term unemployed; that
is, those without work for 6 months or more. And of those working,
there remain 5.5 million who are working part time because they
cannot find full-time work. The number in this group has declined
sharply since 1982. Actually by 43 percent. But the group is still
quite large by historical standards.

Thus, while the overall labor market data present a very favor-
able picture, some groups of the population continue to have prob-
lems. I believe we need to keep these problem areas in mind when
we look toward the future.

The BLS has recently released projections of the work force to
the year 2000, and I believe that those data can be useful to you,
Mr. Chairman, who must make the policy decisions that will affect
the future of the labor market.

We expect the restructuring of our industry will continue with
most growth in jobs in the service-producing sector.

It seems to me, however, that the manner in which we handle
the problems involved in the differences in labor force growth and
composition will have an even more important effect on our success
in the labor market.

The most obvious change is in the trend of labor force growth.
The labor force will grow much more slowly in the future than it
has in the past. In fact, that slowing has already begun. The baby
boom generation which followed World War II has grown up. The
decline in birth rates which followed that period means that few
youngsters will be growing up to enter the labor force in the
coming few years. This means that there will be less upward pres-
sure on the unemployment rate in the future since teenagers
always have higher unemployment rates than older workers.

Because fewer young people will enter the labor force, the aver-
age age of the work force will be higher than it has been in the
past. There will be fewer teenagers to take the jobs in fast food res-
taurants and retail trade, and employers in those industries will
have to reorient their recruitment efforts. There will be a larger
supply of mature aged workers, especially in the 25-to-40-year age
groups, and consequently more competition for jobs among them.

Women have increased their labor force participation rates in
each of the last few decades, and we expect them to continue to
enter the labor force in large numbers in the future. This means
that the issues of work and the family, especially child care and
perhaps elder care, will become even more important in the future
as a workplace issue than they have in the past.

It also seems clear that minority workers will make up a larger
proportion of the work force in the future than they have in the
past. These are the workers who in the past have always had a dif-



4

ficult time in the labor market. They frequently are concentrated
in central cities some distance away from the areas where job
growth is the strongest.

And they frequently have not had the advantages of good school-
ing. We know that the jobs of the future will require more training
than those of the past.

Mr. Chairman, your staff asked me for an evaluation of the cur-
rent labor market data system. I would be glad to discuss that in
more detail in the question period, should you desire. Let me just
say to you that I believe we have a very good data system. Com-
pared to the data of other countries it is superb. But I am never
satisfied. All that we have could be better. We are working very
hard on improvements at BLS to incorporate new technology, new
methods, and to continue to examine the changes that are needed
to keep our data relevant to current economic and social condi-
tions.

I think there are a few obvious areas for us to concentrate on.
The minority population continues to have trouble in the labor
market, and our samples are too small to develop data for them
with the accuracy that I believe they deserve.

We are working hard to expand our plant closing survey to all
States and hope soon to be able to follow those affected by mass
layoffs, at least while they are in the unemployment insurance
system. We need to know more about those workers who have
dropped off of the unemployment insurance rolls, the really long-
term unemployed.

Labor market developments are more intense at the local level,
but our statistics are better at the national level. Unfortunately,
local area data are difficult to collect and extremely expensive. In
this period of declining budgets we have been forced to cut back on
some local area data.

We have begun a planning effort with the Census Bureau to im-
prove and expand the labor force survey. We are hard at work on
modernizing our business survey. We are testing new methods for
collecting and expanding our wage and compensation surveys, as
well as to gather more meaningful data on the safety and health of
our workplaces.

I can assure you, Mr. Chairman, that as these plans develop you
certainly will be hearing from me about them. I would be glad to
answer any questions you may have.

[The prepared statement of Mrs. Norwood follows:]



PREPARED STATEMENT OF HON. JANET L. NORWOOD

Mr. Chairman and Members of the Subcommittee:

I am pleased to appear before the Subcommittee to
discuss the recent trends in employment and unemployment, to
take a glance at the future, and to examine the adequacy of
our labor force statistics.

The wild swings in the financial markets late last year
and the uncertainties they created about the future course
of the economy have focused new attention on our monthly
data on employment and unemployment. These data are now
even more éagerly anticipated and carefully scrutinized to
see what they might portend about economic trends. It is
thus useful to pause not only to see what the data have been
telling us recently but to also examine their reliability
and relevance in a gradually changing economic environment.

With this in mind, I would like to start by briefly
reviewing the recent trends in employment and unemployment,
the current situation, and)what we now know about the
future. I would then like/to discuss some of the

limitations of the data and our plans for overcoming them.



Recent trends

The past 5 years have been a period of very rapid
growth in employment in the United States. Since late 1982,
when the economy began its recovery from the second of the
two recessions with which we opened the 1980 decade,
employment has grown by 15 million. Even over the most
recent 12 months, employment growth has been vigorous,
totaling about 3 million.

With this rapid growth, the proportion of Americans
with jobs is now higher than ever. The employment/
population ratio for civilians 16 years of age and over was
62 percent in March, 5 percentage points higher than it was
at the end of 1982. Although the proportion of men with
jobs has only rebounded from its recessionary drop, the
percentage of women working outside the home has continued
to rise at a rapid pace. Among women 20 years and over, the
proportion with jobs now approaches 54 percent, up from 48
percent af the end of 1982.

As has been widely discussed, most of the new job
growth has occurred in the service sector of the economy.
Since late 1982, the service-providing industries have
accounted for about four-fifths of the total growth in
employment. We had also recently seen some encouraging
increases in manufacturing employment, but the number of
factory jobs is still 1.7 million below its 1979 peak.

One thing that is important to note is that the vast

majority of the jobs added since 1982 -- over 90 percent --



have been full-time jobs (that is, jobs with work schedules
of 35 or more hours a week). Moreover, a large proportion
of the new employees have gone into managerial,
professional, administrative, or technical occupations.

These rapid increases in employment have been
translated into significant declines in unemployment. Since
the end of 1982, the number of unemployed persons has
declined from about 12 million to under 7 million. And the
unemployment rate (for all civilian workers) has declined
from a peak of 10.8 to the present 5.6 percent.

Of course, this does not mean that all is well. The
unemployment rates for some groups are still very high. The
rate for blacks, for example, is still above 12 percent, and
that for black teenagers, although much lower than it was a
couple of years ago, is still fluctuating around 35 percent.
And the unemployment rate for Hispanics (about 8 percent),
while not nearly as high as that for blacks, is
substantially above the national average.

The number of persons who, although employed, are
involuntarily limited to part-time work, has declined
substantially from the cyclical peaks of a few years ago.
Nevertheless, it is still very high by historical standards
-- about 5-1/2 million. There are also 1 million
discouraged workers -- persons who want jobs but are not
actively seeking work because they think their search would
be in vain. Their number has also declined sharply (by 43

percent) since 1982.



In sum, while the overall current labor market figures
are quite favorable, some groups in our population continue

to experience labor market problems.

Future trends

Speculating about the future is a very risky business.
This is particularly the case with regard to the direction
of the economy -- with its obvious impact on employment and
unemployment -- over the very short term. The Bureau of
Labor Statistics scrupulously avoids short-term forecasts.
We do, however, make long-range projections. Setting forth
the assumptions which drive the figures, we make projections
extending 10 or 15 years into the future, our most recent
being to-the year 2000.

This work starts with projection of the labor force and
basic economic trends and then develops estimates of
industry employment and occupational demand. Although
speculative in some respects, these projections are driven
largely by observable trends in population growth, which are
coupled with assumptions about economic trends and policy
directions.

Projections of the labor force are somewhat easier to
make than those for employment by industry because the
population that will grow to work-force age by the year 2000
has already been born. Even here, however, we face several
uncertainties. One task, for example, is to develop

estimates of the future trend in labor force participation



rates, that is, the extent to which the various population
groups will participate in the labor market. For example,
will the labor force participation rates for women continue
to rise as rapidly as they have over the past 20 years? We
estimate that they will continue to increase, but at a
somewhat slower rate than in the recent past.

Another area of uncertainty arises over the extent to
which immigration will affect the labor force to the future.
For example, will the Hispanic component of the population,
whose rapid growth has come largely through immigration
(legal and illegal), continue to expand at the pace of
recent years? In this regard, we have based our estimates
on the Census Bureau’s population projgctions which show a
gradual decline in the level of immigfﬁtion to the year
2000. The resulting labor force projections can provide
important guidance about the policy issues that may confront
us in the future, even though we recognize that they are
driven in part by the assumptions we make. For this reason,
we construct three different scenarios as background for our
projections -- a low growth, an intermediate growth, and a
high growth scenario.

As I have said, projections to the year 2000 have
recently been published (Monthly Labor Review, September
1987). Based on the intermediate-growth scenario in this
set of projections, the civilian labor force is expected to
grow much more slowly in the future than it has over the

past two decades. The slower growth reflects primarily the
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fact that fewer persons were born during the 1960’s and
70’s, and, therefore, fewer persons will reach the age of
labor force entry in the coming years.

The rate at which women come into the labor force is
also expected to slow because their participation has
already reached relatively high levels. For example, labor
force participation for 35-44 year old women increased from
52 percent in 1972 to nearly 75 percent in 1987. While this
figure is projected to rise to about 84 percent by 2000, the
-;éié of growth during the balance of this century is
anticipated to be only about one-third as fast as it was
over the past 15 years.

In addition to expanding more slowly than in the past,
the labor force will also change in terms of its age
composition; it will become progressively older. At the
same time, an increasing proportion will represent minority
groups. Almost the entire growth in the labor force is
expected to be concentrated in the central age group--25 to
54 years of age. The growth of the minority components of
the labor force, which is expected to continue, reflects the
still rapid expansion of the black population -- whose birth
rates have remained relatively high -- as well as the

particularly rapid growth of the Hispanic population.
- In terms of future employment growth, we expect it to
continue to be primarily in the service sector of the
economy, with particularly large increases in business and

health services. In terms of occupations, growth is



11

expected to be especially strong for professional,
technical, and managerial workers. Thus, we project that
the trend toward a predominantly service-oriented pattern of
employment will continue.

In conjunction with the development of these
projections, the BLS carried out two special analyses which
I think are particularly relevant for this hearing. The
first showed clearly that projected growth will be
predominantiy among those occupations generally requiring
post-secondary education. These occupations are expected to
account for 38 percent of the employment change. While jobs
in occupations generally requiring a high school education
or less are also projected to increase in absolute levels,
they will be declining as a share of total employment. The
greatest decline is projected for those jobs generally
requiring less than high school education.

The second set of analyses examined the share of jobs
currently held by whites, blacks, and Hispanics, in each of
the major occupational groups. We then reviewed this
against the projected occupational growth for each of these
groups. For blacks and Hispanics, it was found that they
were underrepresented (i.e., had less than their share of
the labor force) in those occupational groups projected to
grow faster than average. Conversely, blacks and Hispanics
are overrepresented in the slow-growing or declining
occupational groups. This suggests that blacks and

Hispanics will need to take advantage of training and
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education programs if they are to succeed in the labor

market of the future.

Adequacy and relevancy of data

Having briefly surveyed the recent trends in employment
and unemployment and taken a quick glance at our long-term
projections, I would now like to turn to another topic that
the Subcommittee requested me to address -- the reliability
and relevance of our employment and unemployment data. This
is an issue about which we in the Bureau of Labor Statistics
always have concerns, and I can thus appreciate the interest
on the part of this Subcommittee.

As the Subcommittee knows, our current measurements of
employment and unemployment, as well as our analyses of past
trends and future paths, rely largely on data from two large
nationwide surveys =-- the Current Population Survey (CPS),
which draws upon a sample of households, and the Current
Employment Survey, which draws upon a large sample of
business establishments. We think that these are both
surveys of very high quality. However, we also know that --
like all surveys -- they could be improved. We are working
hard to identify the improvements that are needed in both
surveys and, within the limitation of the resources
available to us, to implement them as soon as possible.
While we must proceed carefully so as not to endanger the
consistency of the data, we cannot remain complacent. a

statistical agency as BLS needs to move forward using the



13

best technologies and methods available. We cannot afford
to slide back when we are dealing with statistics that are
crucial barometers of the economic health of ocur Nation.

The Current Population Survey, which provides the basic
measurements of labor force activity and unemployment among
the various population groups, has in recent years had a
sample of about 59,500 households distributed throughout the
Nation. The data from this sample allow us to construct
reliable monthly indicators of the pational -- and I
emphasize “national” -- trends in employment and
unemployment, both for the entire population as well as its
major components. Monthly measurements of unemployment for
subnational areas are less reliable. Ours is a large,
diversified country, and the national averages might not be
at all reflective of the conditions in many of the States
and specific areas. We have been working hard on this
problem, and haje developed an improved methodology for
constructing unemployment estimates at the State level,
which we expect to introduce soon.

Of course, all data derived from sample surveys are
subject to sampling errors, and those from the CPS are no
exception. However, we think that the error range
surrounding the principal monthly indicators derived from
this survey is quite tolerable. We know, for example, that
in 9 out of 10 cases our sample-derived overall rate of
unemployment would differ by less than two-tenths of a

percentage point from a rate that would emerge (using the
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same concepts, methodology, and interviewing procedures)
from a complete census of the entire working age population.
Since black and other minority groups are often the
central focus of our social policies, we need to exercise
particular care in our use of data for these groups. The
black population, for example, constitutes only about 11
percent of the working age population; Hispanics are about 7
percent. A sample survey designed to produce national
estimates will, by definition, have larger sampling errors
for the minority groups than for the population as a whole.
Thus, in the CPS, while the overall unemployment rate is
accurate within two-tenths of a percentage point, the
jobless rate has a standard error of nine-tenths for the
black population. We would need to oversample by a
considerable amount to achieve comparability. And this
could be difficult to implement and would be very costly.
Let me end my brief discussion of the CPS by adding
that the Bureau of Labor Statistics and the Census Bureau
have underway a joint effort to examine the needs for survey
improvement and modernization. Our examination covers
practically every phase of the survey -- the questionnaire,
collection techniques, the longitudinal capabilities of the
survey, the processing system, and the need for better
subnational data. When we have completed our planning
process, we will be in a better position to discuss these

issues and estimate their costs.



15

Let me now turn briefly to our business survey. 1In
this survey, which is conducted in cooperation with
individual States and the District of Columbia, we now have
more than 300,000 establishments reporting to us each month
-- a very large number, indeed. They provide us data on the
number of persons on business payrolls, the hours they work,
and their payroll earnings. These are the data to which we
turn when we want to focus on the economic health of
specific industries.

In general, the sampling error associated with the data
from this survey is probably much smaller than that
associated with the data from the CPS. This is because:

(1) the sample of establishments responding in this survey
is much larger than the sample of households interviewed in
the CPS; }2) the establishments participating in the survey )
actually employ a very large proportion (over 40 percent) of
all the workers on the payrolls of the country’s nonfarm
employers.

But even this survey can be improved, and we have a
major project underway to modernize it. Among our goals is
a better coverage of establishments in the rapidly growing
services sector of the economy. This is not an easy task,
since service establishments frequently are smaller than
manufacturing ones and many new ones are always coming into
existence. We have made considerable progress in a number
of States with regard to this survey, testing the use of

such technological advances as computer-assisted telephone
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interviewing (CATI) and other innovations. However, while
we have made many improvements, we are not finished. There
is much more to be done.

The two surveys discussed above do not always give us
the same signals in terms of the short-run trends of the
economy, but their behavior over the long term is generally
quite consistent. For example, both surveys show employment -
growth of about 3 million over the last year and a gain of
15 million since the current expansion began in late 1982.

In sum, these two surveys -- each with its own
particular strengths -- provide us reasonably reliable
indicators of the economic health of the Nation.
Nevertheless, as I have pointed out, there are areas where
change is necessary. I assure you that we are working on
them. We must make sure that the important data that we
produce at the Bureau of Labor Statistics are continually
improved so that they remain relevant and responsive to the

Nation’s changing needs.
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Representative HaAwkins. Thank you, Mrs. Norwood. One state-
ment you made I would hope we could clarify somewhat. You indi-
cated that the national data are much more reliable than the local
level data. Many of us who represent particular communities ob-
serve a great degree of unemployment that just doesn’t seem to get
into any statistical results. We also observe from various witnesses
at hearings that massive layoffs have occurred in certain areas.
This again does not seem to be reflected in the national data. How
can we get to the point where local level data will be of greater
importance. Why is it that the national data should be that much
more reliable than local data?

Mrs. Norwoob. Let me point out that we do have a very well de-
veloped Federal-State cooperative program so that our employment
and hours data are collected for very small areas and they are
quite reliable. That’s our business survey. The data from it are
quite reliable at the local level.

We also have the plant closing survey which I mentioned, which
is now working well in 10 States and should be expanded within
the next year or two to all States.

We have a supplement to the current Population Survey which
we have been doing every other year on workers who are displaced
because of plant closings or the elimination of shifts.

The data that I was referring to are the unemployment data for
small areas of the country. A sample designed to represent the
Nation as a whole can be as small as 50,000 to 60,000 households
and still provide a great deal of demographic information. But if
you want data for a small town in the country or for the 3,000
counties of the country you have to have samples that are extraor-
dinarily large. Local data is very expensive. That’s our biggest
problem.

What we have been trying to do is to work both with administra-
tive data and survey data. That is, we take the administrative data
that come out of a variety of programs at the local level and then
apply statistical procedures to benchmark those data to annual
averages from the Current Population Survey.

I think we have made enormous strides in that area, but clearly
the level of reliability at the local level is lower than we would
like. The extent of change that is needed to determine meaningful
movement in an unemployment rate for a small area of the coun-
try, given the band of error surrounding such rates is almost by
definition very large. For the Nation as a whole, on the other hand,
a change of two-tenths is statistically significant.

Representative Hawkins. It was once suggested that in the
census count approximately 1 million blacks, mostly males, were
overlooked because they could not be identified. How do you adjust
such quirks, assuming that that is reasonably correct?

Mrs. Norwoob. You are quite right, Mr. Chairman. That is a se-
rious problem. The Census Bureau itself has identified the difficul-
ty. We believe that the undercount does affect the population
counts which are used in the estimation of all of the household sur-
veys of the Government. Not just the labor force survey, but also
the health interview survey, the crime survey, et cetera.

We believe that it affects the levels more than the rates, howev-
er. There has been a good deal of research on that. I have had dis-
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cussions with those at Census and elsewhere in the statistical com-
munity to try to ensure that research on the intercensal population
estimates continues, including research to look at the effect of this
undercount on the various household surveys which are done by
the Census Bureau.

Representative HAWKINS. Another problem that seems to persist
is one that I think you and I have discussed several times. That is,
the shift from manufacturing jobs to service type jobs and the in-
creased participation of women in the labor market who ordinarily
would, from past results, be earning less wages.

Is there any value given to the type of jobs that are developing
as opposed to just the qualitative count of the jobs?

In other words, I have observed many times that persons who
lose their jobs in manufacturing often obtain jobs in the service in-
dustries at considerably less wages. Obviously a job is a job, accord-
ing to definition. However, is it possible that you have roughly
three persons now being employed where two previously were em-
ployed, and if so, is there any adjustment made qualitatively for
the type of jobs that persons are now employed in?

Obviously you would have a greater number of jobs, and we
might just conclude that the economy is generating those addition-
al jobs, but if the jobs being created are at a very low wage as com-
pared with the previous jobs, what do we do? Do we just simply sta-
tistically count those as additional jobs? .

I know this is getting slightly out of your particular area.

Do we just simply count those as additional jobs without giving
any consideration to the quality of jobs that result from such a
shift? Are there any studies being made by the Bureau itself on
this particular trend, if it can be identified?

Mrs. Norwoob. I think that is very much in our area, Mr. Chair-
man. We do have a great deal of data on the occupations and on
the earnings that people who are employed have.

We have also done some special surveys, some supplements to
the current population survey on workers who have been displaced
from jobs because of a plant closing down or because there has
been an elimination of the shift. We do one every other year. In
the last one we did we found a little over 5 million workers had
been displaced; about two-thirds of them had found employment;
and 56 percent of them were employed at either the same level of
earnings or higher earnings.

So, we do have information of that kind. We also have informa-
tion on family income and we have a whole occupational wage pro-
gram as well.

I think one of the things that is often misunderstood or over-
looked, perhaps, is that while it is true that we are losing jobs in
some of the very high paying manufacturing industries, particular-
ly the heavy industries like steel, autos, and machinery, we have
also been losing jobs for some time in textiles and apparel, which
are among the lowest paying jobs. In services we have been gaining
jobs in many of the very high paying professional occupations. We
have also gained many jobs in business services and health serv-
ices. Of course, we are also gaining jobs in restaurants and retail
trade, which are among the lowest paying jobs.
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I think that we do have the data necessary to examine that
issue, and it has been examined by many, many people. There has
not been a conclusive answer, however. Part of the problem is that
the results differ, depending on how you classify the groups in
terms of whether they are low income or high income; that is,
where you put the cutoffs. The results will also differ depending
upon the time periods that are studied. But there have been a
number of very useful studies in that area.

Representative HAwkINs. The statistics that you gave us that ap-
plied to the displaced worker, indicated that 56 percent found jobs
at the same or higher wages than the previous ones. That left 44
percent of the displaced at wages lower than they previously had.
Added to that, you would have the new entrants into the labor
market, including youth and women.

Do we have any way of determining whether or not the number
of low-wage jobs had increased with respect to the others?

You mentioned 56 percent received jobs at the same or higher
wage. That is a pretty broad category. We don’t know how many
received more and how many received the same amount.

Mrs. Norwoop. We do have that information. But I do want to
point out that this relates only to two-thirds of the 5 million who
had become reemployed. That 56 percent relates only to that
group.

We do have broader information on the economy as a whole. I
would point out that it is true that on average, women’s earnings
fall far short of male earnings, that ratio has been improving.
Women have been doing a little better in recent years. We are find-
ing that in some occupations women are earning as much as men,
particularly some of the new occupations. So, it depends upon
where these people are and what occupations and industries they
are working in.

Representative HaAwkins. That would still not be very specific.
When we logically say that some women will be earning as much
as men we don’t know how many there may be. Most of the
women’s organizations before this and similar committees have
been complaining of inequality. I don’t think they would agree that
too many of them are approaching the point where they are earn-
ing, even for the same occupations, the same as men.

In other words, do you break it down a little finer than just gen-
eral statements? Do you have any specific studies that would indi-
cate that in the shift from manufacturing to service that the same
yvag)e result is being obtained or losing out on a net basis or gain-
ing?

Mrs. Norwoob. There have been a number of studies. They have
had conflicting results. Probably the best known is that done by
Barry Bluestone, which suggested that there had been a big in-
crease in the low earnings group over the particular period of time
that he selected. He has since adjusted those data, because that ap-
plies only to full-time, year-round workers, with his particular
statement of what is a high wage and what is a low wage job.

Marvin Kosters at the American Enterprise Institute has done a
study using roughly the same time periods and the same data that
Mr. Bluestone has used, and he has come out with a conclusion
which suggests that there has been very little change. If anything,
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he suggests that the data show a slight increase in the size of
higher income group. But basically the conclusions of his study are
that there has been very little change in the distribution of earn-
ings over the last 10 or 20 years, and there are other data to sup-
port that.

In the May Monthly Labor Review we will have a Bureau of
Labor Statistics article which looks at the sensitivity of various ap-
proaches of the type that have been used in these studies; that is,
the sensitivity to the particular grouping: What is a middle income
group? What is an upper income group or a lower income group? I
think that this article which tries to look at this issue from a varie-
ty of points of view, will be of some help in this debate.

Representative HAwkins. Finally, can you suggest any way that
Congress can help you in developing some of the reforms that you
have indicated in your prepared statement? What is it that we can
do to assist?

Mrs. Norwoob. The Congress has always been supportive of BLS.
Both extremely supportive and vigilant of its independence and ob-
jectivity, and I certainly hope that that will continue.

As we come before the Congress through the budget process we
will be discussing some of these issues further. It is our usual prac-
tice, as you know, to redesign all of the household surveys once the
decennial census has taken place. We are now at work on the plan-
ning process for that. That must take place, because the new
census data have to be incorporated in those surveys if they are to
remain up to date. Within the next couple of years we will be
coming before the Congress for that. I am sure there will be other
initiatives as well, some of which have already been discussed by
the Congress.

Representative HAWKINS. Again, Mrs. Norwood, I would like to
thank you for your presentation. We understand that you have a
time constraint, so we proceeded to give you the opportunity to
present your testimony, and we are very pleased to have had it
before the subcommittee.

Mrs. Norwoob. Thank you very much. It is always a pleasure to
see you.

Representative HAwkINs. Thank you. The next witnesses will
consist of a panel of Mr. Bernard Anderson; Mr. Robert Z. Law-
rence, senior fellow, Brookings Institution; Mr. Calvin George, exec-
utive director, National Committee for Full Employment; and Mr.
Stuart K. Tucker, fellow, Overseas Development Council.

Gentlemen, we welcome you to the subcommittee this morning.
We look forward to a lively discussion.

May I again repeat that we have asked the witnesses to confine
their statements to 10 minutes so as to leave time for questioning.
We will involve you in a very informal discussion. Feel free to
question each other if you so desire, or to state reservations with
any of the statements that are made.

With that, I would like, first of all, to call on Mr. Anderson, a
friend who has appeared before this committee many times and
before the Education and Labor Committee as well. We welcome
you back again, Mr. Anderson, and we look forward to your testi-
mony.
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STATEMENT OF BERNARD E. ANDERSON, URBAN AFFAIRS
PARTNERSHIP N

Mr. AnpersoN. Thank you very much, Mr. Chairman. As you
know, it is always a pleasure to appear before you. I always take
this occasion to commend you on your long, dedicated and inspired
leadership on a variety of social justice and economic justice issues.
I always consider your invitation not just an invitation, but a
demand to come, and I am happy to have the opportunity to do so.

I was asked to comment upon changes in the economy as we
move toward the year 2000 and to speak to the issue of how those
changes as it is possible for us to perceive them, might affect the
various groups in the society. In light of that request, I have titled
niy remarks “Who is likely to be left behind as these changes take
place.”

That is a critical question, of course. It seems to me that as we

consider the implications of changes in the economy in the next
decade this is a time to sum up and take a look at where we are
and to try to tease out the meaning and implications of the work
force in the next century. As we do that, I would hope that we
would give a considerable degree of attention to the national policy
objective of achieving balanced growth while at the same time as-
suring the presence of equal opportunity for all groups in our socie-
ty.
When we look at what has happened over the past 6 years—I
think Mrs. Norwood summarized this very nicely in her prepared
statement—we have seen strong employment growth during the re-
covery and expansion from the 1981-82 recession.

More than 13 million new jobs have been created, and in fact the
employment growth has been shared by minority group workers
whose unemployment rates have declined since the expansion
began. The labor force participation rate of black and Hispanic
workers is up; the unemployment rates are down to about 12 per-
i:_ent now; and the total employment of black workers is 11.5 mil-
ion.

Minority teenagers also have benefited from these gains. Their
employment-population ratio, which is a good measure of their par-
ticipation in the economy, is now up to 25 percent or thereabouts
from a level of 19 percent at the depth of the last recession. Their
unemployment rate is down to 33 percent from around 45 percent.

There is something here that I think bears emphasis, Mr. Chair-
man. In looking back over the economy and trying to relate the
rate of economic growth to changes in employment opportunities
for minorities, what you find is that when we have sustained eco-
nomic growth at the level of about 3.5 percent or more there is a
tendency for the unemployment rates of the minority population to
decline more rapidly than that for majority group workers, and
there is a tendency for employment to expand more rapidly. That
is a long-standing pattern that has been observed by looking back
over these data for the past 25 years or so.

If we look ahead, then, and we project the growth to the year
2000, the BLS estimates that we may create something like 21 mil-
lion new jobs. While at the same time that employment expansion
will take place we expect black and Hispanic workers to comprise a
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larger share of the work force. I would suggest, however, that the
pattern of adjustment of employment in those groups that we saw
in the past on the basis of economic growth alone might not contin-
ue to be observed, because in addition to the expansion of jobs the
requirements of employment are clearly changing. I believe that
there is a prospect that many minority group workers will fall
behind as the economy expands and continues to change structur-
ally.

Another feature of labor markets is that as labor markets
become tight you would expect employers to dip down deeper into
the labor market queue to hire workers who were somewhat less
well prepared, who have less investment in human capital.

This is economist’s talk, Mr. Chairman. I have to remain true to
my profession, at least for the record.

We expect that the tight labor markets will produce greater op-
portunities and that results in a widening of opportunity for many
workers who under normal circumstances would. not be caught up
in the expansion of the economy. That will happen only if there is
no change in the hiring requirements.

I think that when we look at the gap between black and Hispan-
ic workers, especially youth, and other youth in the labor market,
focusing on the difference in reading scores, on median years of
school completed, on the high school dropout rate, there is reason
to believe that especially in urban areas that that gap which is
very wide will constrain the participation of these groups in the ex-
pansion of the economy as we move ahead.

My conclusion is that the gap between black and H1spamc work-
ers and others, especially youth, in their preparation for the job
market will constrain their capacity to benefit from the expansion
of the economy which most of the studies suggest, and as a result
will leave those groups to be left behind as the economy expands
unless something else is done. Something must be done to address
that very serious problem.

I have in my prepared statement some evidence of the particular
attributes of workers that employers find very attractive and also
some evidence on the differences in reading scores and how that
has changed.

Representative Hawkins. If I may interrupt. We have some docu-
mentation that there are a great number of cities that have 4 per-
cent or less unemployment. Would that same wide gap persist in
those areas, and if so, how can we explain that in some areas with
such relatively low unemployment that those less desirable from
the viewpoint of preparation of workers still would persist?

Mr. ANDERSON. You are quite right, Mr. Chairman. What we find
is that in a number of local labor markets the marketplace is quite
tight, with unemployment rates below the national level. But when
you look at the jobs that are available, the jobs that are vacant,
you find that many of the minority group workers, the teenagers,
those who have dropped out of school and those, increasingly, who
even have graduated from high school, simply do not bring to the
marketplace the kind of competency in basic skills and training
that many employers prefer.



23

We see that in two ways. One is the high rate of turnover among
workers as those who are prepared can job hop from one place to
the next.

The other thing we see is a number of adjustments on the part of
employers to try and accommodate for that gap in skills by provid-
ing more training on the job, by entering into agreements with
local community based job training programs to try to find more
workers, by doing other things that are conducive to finding a work
force that can meet their needs. It is a very difficult process. We
see it every day, for example, in Philadelphia. One of the things
our organization does is try to advise employers on how to accom-
modate to these kinds of changes.

The point I want to make about this, about the congressional ob-
ligation, is I believe the Federal Government has an obligation to
be concerned about and to address this issue in a major way.

In the past the response to this kind of problem has been Federal
support for education for the disadvantaged and Federal support of
employment and training programs. I don’t have to tell you the
level of Federal expenditures that have gone into these kinds of
programs. Over the past 6 years, since the current administration
arrived there has been a deemphasis on support for these kinds of
efforts, and the budgetary support simply has not been there.

One of the reasons the support wasn’t there, I gather, is it was a
view that was widely proposed that these programs simply had not
been effective, that employment and training was a snare and a de-
lusion; it was a boondoggle; that it was make work, et cetera. The
fact is that all of the major studies of this question have shown
that the record of employment and training programs as a device
for including more disadvantaged workers and minorities in the
work force has been mixed.

However, we have learned something over the past 25 years. One
of the things we have learned is that a combination of some of the
elements of the programs, like work experience with skills train-
ing, like skills training with direct job creation, that a combination
of these elements of programs have in many cases been quite suc-
cessful in preparing young people in particular for participation in
the work force.

What I have tried to do in the concluding part of my prepared
statement is lay out a policy framework for youth employment
which I believe should be considered as a way to address this pend-
ing problem. This problem that we see on the horizon, is an effort
to try to incorporate more members of the black and Hispanic
young work force in the economy as we move toward the year 2000.
Thank you very much.

[The prepared statement of Mr. Anderson follows:]
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PREPARED STATEMENT OF BERNARD E. ANDERSON
Employment in the Year 2000: Who Will Be Left Behind?
Introduction

Many public and pxivnt; decision makers are desply concerned about
prospective changes in the U.S. workforce and economy through the year 2000.
Major studies on the issue have been conducted by the U.S. Bureau of Labor
Statistics, the Hudson Institute, and other research organizations. Aamong the
broad conclusions drawn from the research studies is that there will be serious
difficulties in achieving greater economic equality unless major efforte are
made to improve the prospects for minority group participation in the changing
workplace.

Demographic préjections suggest that minorities will comprise a larger
part of the population and labor force by the year 2000 and beyond. Major
sections of the Southwest, and a number of key Amerjican cities will be most
affected by this development. At the same time, projected trends in occupational
and industry growth suggest slow growth in the relative number of jobs for
workers with limited basic skills, little job training, and inadequate work
experience. The net effect of these developments is that job vacancies and
labor shortages might stand side by side with large numbers of unemployed minority
group workers.

This unfavorable scenario has serious complications for the nation's goal
of equal opportunity. Although progress has been made toward greater economic
equality during the past two.decades, major disparities in economic well-being
between black ané other groups remain.

In our society, the main route toward improved income is through the labor
market. Improved education and training raise individual productivity, which,
in turn, is rewarded by higher earnings. In order to benefit from this process
of - upward mobility, youth must attain better education, especially good basic
skills, and workers need occupational training. Access to education and

training for jobs likely to be available in the year 2000 is critical to the




future economic well being of black and other minority group workers.

Recent Job Growth
Employment growth has been very strong during the past six years. More
than 13 million new jobs have been created since the current expansion began
in the fourth quarter of 1982, following the 1981-82 recession. The U.S. Bureau
of Labor Statistics expects another 21 million jobs by the end of the century.
Job growth has been widespread throughout many areas of the country. The
unemployment rate is now below 4.0 percent in 31 major metropolitan areas in
19 states. Many urban labor markets seem to be near full employment, and

concern about labor shortages is being heard with increasing frequency.

Demographic Change
While labor demand has moved steadily upward in many communities, the labor

supply has grown at a slower pace. The number of young workers, especially
those 16 to 24, has steadily declined and is down almost a million since 1982.
Labor force projections suggest that the demographic twist will not turn again
until well after the year 2000.

Both BLS a;xd Hudson Insitute studies of the workforce in year 2000 con-~
cluded that minorities and women will comprise a larger share of the labor
force in the years ahead. Black, Hispanic, and Asian immigrants are expected
to account for 57 percent of the projected labor force growth through the year
2000. Non-Hispanic white women will comprise another 30 percent of new labor

force entrants.

Where the Jobs Will Be

According to the U.S. Bureau of Labor Statistics, the occupations expected
to show the fastest growth rates are not the same as those expected to generate

the largest number of jobs.
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Largest Number
Occupation New Jobs Parcent Change

(000)
Retail Sales 1,200 kil
Waiter /Waitress 752 44
Nursing 612 44
Janitor 604 23
General Manager 582 24
Cashier 575 26
Truck Driver 525 24
Office Clerk 462 20
Food Worker 449 30
Nursing Aid 443 35

Fastest Growth Rates

Occupation New Jobs Percent Change
(000)
Paralegal 64 104%
Medical Assistant 119 90
Physical Therapy 53 87
Data Processing 56 81
Home Health Aide 111 80
Systems Analyst 251 76
Med. Record Tech. 30 75
Computer Programmer 335 70

Many of the new jobs will be created by the need to replace workers who
retire or transfer to other occupations. But many new jobs also will be

generated by the increased labor demand that flows from economic growth.

Occupational Requirements

The consensus among labor market experts is that occupational requirements
will rise in the years ahead. According to the Hudson Institute, a comparison

of schooling and job requirements through year 2000 would show:

Years of Schooling Current Future

to Perform Job Job Jobs
8 Years or Less 6.0% 4.0
1-3 Years High School 12.0 10.0
4 Years High School 40.0 35.0
1-3 Yeares College 22.0 22.0
4 Years College 22.0 30.0
Median Years of School 12.8 13.5




Much of the skill upgrading is the result of rapid growth in service
sector jobs. Business, health, social and other service industries are.
expected to generate more jobs than any other sector in the next decada. Such
industries call for basic skills and other competencies beyond those required
in semi-gkilled entry level manufacturing jobs. A sampling of 4078 employers,
conducted by the Conference Board in 1986, identified the following skills,
attitudes and knowledge bases as important qualifications for entry level
workers to secure and maintain employment.

1. Basic literacy

2. Advanced reader

3. Basic math

4. Excellent math skills

5. Proper attituds

6. Dependable

7. Good judgment

8. Quick learner

9. Growth potential

10. Manual dexterity

11. Good team member

12. Can supervise
These attributes are learned both in, and out of school. Some are clearly
etched in behavior very early in life. What is clear is that an expanding
number of occupations in a wide range of industries will require such
competencies.

Employers have increasingly emphasized the importance of basic skills for
success in the labor market. Their views have been playad out in hiring
decisions which result in higher earnings for new employees with higher
levels of educational attainment. For example, for males 18 to 24, the gap
between the mean annual income of a high school dropout and a high school
graduate was 31 percent in the early 1960s, but 59 percent in the early 1980s.

Of course, more jobs and higher earnings for high school graduates reflects,

in part, the increased number of such workers in recent years. But a

86-034 0 - 88 - 2
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preference for ths better educatsd youth al-ia reflacts changing occupational
requirements.

National surveys confirm the close link between education and labor market
success. According to the U.S. Bursau of Labor Statistics labor force
participation rates, the best measure of participation in the economy, are
highly correlated with educational attainment. College graduates have the
highest rates of participation - a pattern evident among all race and gender
groups. But black and Hispanic workers remain much less likely than white
workers to have a éollege dagree. About 1 of every 4 white workers attended
college for 4 years or more, compared with 1 of 7 black workers, and 1 of 9
Hispanics.

In March 1987, the date: of the most recent survey, the lowest rates of
unermployment were recorded by college graduates. Again, this was so among
minorities as well as white workers. The unemployment of black high school
dropouts was 14.8 percent, compared to 12.0 percent for Hispanics, and 10.2
percent for white workers. In each group, college graduates showed unemploy-

ment rates below 5.0 percent.

Minority Youth Preparation for Work

The upgrading of occupational skill requirements places many minority
youth at a disadvantage in competing with others in the job market. Measured
by objective standards, minority youth display unequal levels of educational
attainment. According to the National Assessment of Educational Progress,
in 1985, comparative reading scores of youth aged 13 to 17 were: white-314,
black-263; Hispanic-286. Similar differences among the groups were evident
in the dropout rate, i.e., the percent of 18 and 19 year olds who were not in

school and had not graduated. >
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Between 1971 and 1985, both black and Hispanic youth aged 13 and 17 showed
improvements in measured levels of basic and advanced reading skills. These
gains reflected improvements in the quality of education in schools attended
by minority group youth. But while progress was made, significant gaps between
black and white youth remain.

In a tight labor market, reflected by a high rate of job vacancies and
high labor turnover, workers with less than average education and training
should find jobs more easily. BEmployers would normally dip deeper into the
labor supply queue in order to meet hiring needs. Today, however, the usual
impact of tight labor markets on hiring the disadvantaged has been moderated
by the rising minimum level of basic skills and occupational skill requirements.
This process of structural change in the labor market generates a higher level
of unemployment among low skilled youth than would exist if occupational

requirements remained unchanged in the presence of increased job creation.

Implications of Projected Trends

The clear policy‘ implication of the changing job market is that serious
efforts must be made to narrow the gap in education and training if minorities
are not to be left behind as the economy grows in the years ahead. The
changing occupational and demographic trends present an opportunity to make
progress toward improved income and employment among black and Hispanic workers,
but only if substantial gains are made in education and training among
minorities. 1In the absence of gains in preparing the minority workforce for
better jobs, there will not be sufficient workers to meet hiring needs in the
years al:ead. Tight labor markets will reflect serious labor shortages, placing
upward pressure on wages and threatening higher levels of inflatio_n, while a

large segment of the population remains unemployed.
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Role of Employmant and Training Policy
In the past, the federal government supported a range of employment and

training policies aimed at improving th. job prospects of disadvantaged youth,
including large number of minorities. Some critics have suggested that such
policies ware ill-conceived and ineffective in achieving their intended purpose.
A careful raview of the record, however, reveals a more complex picture, but

on balance, employment and training programs helped ease the problem of
joblessness among minority group youth.

From the mid-1960s8 ;hzough 1977, about two million persons each year
paticipated in employment and training programs. Of that number, about one-
third were age 22 or below. Federal spending for employment programs serving
1.2 million youth reached $955 million in fiscal year 1977, but rose to about
$8.9 billion per year from 1978 through 1981 as the Carter administration

attempted to generate a major impact on youth unemployment.

Does Employment and Training Policy Work?

The evidence on youth program effectiveness is diverse and often contra-
dictory, but a review of the voluminous literature suggests that the three
mwajor strategies - work experience, occupational skills training, and job
creation - have produced benefits to the participants, and to society that
excead program cost. But work experience programs seem to be most effective
when combined with basic remediation, and programs for labor market preparation
of at-risk youth seem to work best when based in schools and tied closely to
the private sector.

Occupational skills training programs have been the most difficult to
organize and manage effectively, but those that were carefully targeted, such
as the Job Corps, often had notable success in improving the job prospects to

disadvantaged youth.
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Lessons from experience with employment and training policy over the past
two decades justifies continued support for such efforts in the years ahead
as a strategy for assuring minority group participation in the expanding

economy .

Framework for Youth Employment Policy

The projected ic and & graphic chang leading toward the year

2000 and beyond set the backdrop for a coherent youth employment policy that
will enhance the prospects for greater economic equality. An increasing
proportion of new labor market participants will be minority group youth,
especially black and Hispanic minorities. The concentration of poor, minority-
group families in citles has worsened during the past decade, at the same time
that local economies have shifted away from the type of jobs that were major
ports of entry into the labor market for many low-income, semi-skilled,
wminority-group workers.

Urban poverty today is in large part a product of nonparticipation in the
labor market among many workers with low individ\.:al productivity and few
marketable job skills. A disproportionate number of the urban poor are young
single mothers whose labor market opportunities are severely restricted by
child care responsibilities in additjon to poor education and training.

These conditions form the context for an employment policy aimed at
expanding employment and earning opportunities for youth.A But the expectations
for youth employment policy should be reasonable. It is unlikely that youth
employment and training programs will contribute significantly to a reduction
of poverty in the short term. The past experience with such efforts shows
that increases in youth employment exceed increases in wages from successful

participation in youth employment programs. The earnings gains from program
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participation at best raise the annual income from slightly below to slightly
above the poverty level. One of the reasons for this outcome, of course, is
that past programs typically made only a small investment in occupational
skills training that would enable youth to enter jobs paying much above the
minimum wage.

The jury is still out on the impact of the Job Training Partnership Act,
but preliminary reports on the new employment and training system do not
suggest that it will be a more powerful anti-poverty device than previous: -
policies. Although training gained priority over work experience under JTPA,
with about 62 percent of the 586,000 youth in classroom training and on~the-
job training in 1983, job placement still seems concentrated in the lower wage
sector. This outcome might reflect the results of the relatively short
training provided under JTPA - about 11 weeks.

The challenge for youth employment policy is not a short-term reduction
in poverty, but improvement in long-term employment and earnings prospects

among youth in the context of current and expected economic and social forces.

Better Linkages Between Bducation and Work

A national consensus has emerged on the need to strengthen and upgrads
public school education. Culminating in the Nation at Risk report, numerous
recommendations have-been made on ways to improve instruction in math and
science, and to raise the overall competence of youth in basic skills. The
national goal of excellence in education is an important part of youth
employment policy because better prepared high school graduates will be more
1ikely to find jobs with good career potential.

put the improved academic quality of public education must be reinforced

by efforts to introduce high school youth to the world of work. This should
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be done through regular instruction in job search practices, expanded
opportunities for part-time work during the school year, and the adoption of
strict performance standards for schoolwork and employment.

Public employment and training funds should be used to support quality
school-to-work transition programs where there is a strong commitment of
support from the private sector. A quid-pro-quo between the schools and
employers should be promoted, with schools taking the responsibility to assure
well-trained and motivated youth, and employers guaranteeing jobs for youth
who meet the prescribed performance standards. Program iniatives such as Jobs
for America‘'s Graduates and the Boston Compact are good models for a successful

strategy aimed at in-school youth. When combined with efforts to strengthen

basic youth competencies, the job search and job pl assi d provided

by such programs can go far toward reducing transitional youth unemployment.

Improved Forms of Training and Work Experience

School dropouts range from recent teen school leavers to young adults with
serious long-term employment problems. Typically, such youth have serious
deficiencies in basic skills in addition to other personal problems. Such
youth need intensive services linking basic remedial training, occupational
skills training, and job placement assistance.

Recruitment and retention of dropouts in training programs is a continuing
problem that reduces the potential for program effectiveness. It is clear,
however, that monetary incentives can help ease the cost of program participa-
tion to low-income youth. The risk is that such incentives might become the
primary goal of enrollment, with training taking a secondary or lower rank in
the priority of program participants. But the seriousness of purpose among

youth can be reinforced by strict standards of performance, and attentiveness



to the personal problems of many disadv ged drop who want to participate

in training programs.

Work experience for dropouts can be an important ingredient in a successful
training strategy. But work experlunce'alone is not enough. It should be
corbined with basic remediation, specifying pre-determined goals for gains in
skill competency. Enriched work experisnce also should focus on jobs related
to the changing occupational structure of the economy. 4 This will be more
likely if the jobs are in the private sector.

In fact, youth employmsnt policy should contain incentives for the private
sector to seek the "S percent solution™. Under this strategy, private sector
employers would hire and train one economically disadvantaged youth, aged 16
through 21, for each 20 new employees. A new initiative based on this principle
is now in its early stages in Philadelphia, where 15 employers have pledged
to hire dropouts.

Obviously, this plan will work best in firms that are growing rapidly.

But rapid employment expansion is now taking place in the very industries
expected to be on the cutting edge of the transformation towards the service/
information sector. By assuring job opportunities to dropouts willing to make
a commitment to self-improvement, the link between personal effort and reward
can be strengthened, and the disincentives for participating in training

programs reduced.

Targeting of Resources

With 1limited resources available for youth training, employment policy
must pick its targets very carefully. Current policy tends to direct tasouzce-s
away from jobless youth with the greatest need. A more effective policy would
define eug_ible youth more precisely, piac!.ng emphasis on length of non-~

employment, level of basic skill, and availability of entry-level jobs in the
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local community rather than family income. The cbjective should be a
demographic mix in which at least one-third of all youth participants in
training programs are school dropouts. The goal of 40 percent of all program
funds spent on youth should be retained, and should be enforced by the federal
government.

Training resource allocation decisions also should recognize the
disproportionate problems of joblessness among minority group youth. Many
Hispanic youth cannot qualify for enrollment in JTPA programs because of
English language deficiencies. Similarly, many black female youth do not
enroll in training pzogra'ns because of child care responsibilities. Training

funds should be aimed more directly at such groups b their jobl

exceeds that of all other groups, and has shown little improvement over time.

It is important, however, to combine training and other social services
in order to achieve greater success in tackling minority youth mlet.
Specific youth employment programs, in and of f:helselves. will be insufficient
to provide the range of services required to remove the mulitple barriers that
pPrevent many minority youth from participating in the labor market. Pravious
program experience c:affexs little guidance on what works for the hardest.to
employ in the inner city areas, and for that reason, a significant proportion
of funds should be available to support carefully designed experimentation in
selected communities where this problem is most severe.

The cost of programs organized around these four stratsgies need not
exceed significantly the current level of spending for youth employment )
programs. But the mix of services can we'll be altered. For example, funds
for youth employment policy should gradually be weaned away from in-school

programs, as more of the cost of employability development is absorbed into
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)

regular school budgets lq%oﬂ:ed by the states and local comaunities. PFunds
released in this way can be redirected u;nax'd increased support of efforts to
help out-of-school youth. A .
The federal role in policy should continue to be limited to the expression
of national interest in youth development, with a strong commitment to
eliminating inequality in youth labqr market opport\hity. Under current
policy, youth employment program planning and implementation are concentrated
at the state and local levels, with closs collaboration among educational
institutions, local government, and the private sector. Experience under JTPA,
however, shows that local delivery systems are still searching for effe.ctive
ways to serve disadvantaged youths. Fedsral support for youth employment
programs might well be increased about a third above the current level of $1.2
billion, with the additional funds earmarked for upgraded training and enriched

work experience programs for sch061 dropouts.

Conclusion

Youth unemployment continues to deserve national attention because it
contributes to poverty for socme groups, and lm;s the nation's productive
potential. The problém can be sased with carefully designed youth
employment policy conceived in recognition of prevailing economic and social
conditions. The lessons from the past two decades, while not as useful as
one would like for guiding future efforts, still are ;nstxuctive. Past
experience teaches the importance of realistic goals for youth employment
policy, and the necessity of taking a long view in measuring results. Expected
economic and demographic trends provide a basis for optimism that sustained
and purposeful engagement with youth joblessness through carefully designed

national policy will yield benefits well worth the cost in federal funds.
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Representative HAwkiNs. Thank you, Mr. Anderson. The next
witness is Mr. Robert Z. Lawrence. Mr. Lawrence is currently serv-
ing as senior fellow at the Brookings Institution with concentrated
interest in international economics. He has been asked to share his
thinking on why it is important to refine national economic, educa-
tion, and employment policy.

Mr. Lawrence, we welcome you and look forward to your testimo-
ny.

STATEMENT OF ROBERT Z. LAWRENCE, SENIOR FELLOW, THE
BROOKINGS INSTITUTION

Mr. LAWRENCE. Thank you very much, Mr. Chairman. I am
going to comment on the outlook for our economy over the next
decade or so and why I see it imperative for us to change both the
way we have been spending and the way we have been producing.

The central problem that our economy will face over the next
decade or so, in my view, is how it will improve the living stand-
ards of its citizens.

If you look at table 1 in my prepared statement, I illustrate the
problem that our economy faces. Essentially, GNP per worker,
output per worker, or labor productivity in our economy has
slumped from its rate up until about 1970 until today. Between
1948 to 1969 output per worker was increasing at an annual rate of
2.3 percent. Since that time output per worker has been growing at
a rate of between 0.7 and 1 percent a year.

The fundamental determinant of a nation’s living standards is
obviously what its workers produce.

We have been able to escape the fact that our GNP per worker
has been declining through two devices.

The first we tried in the 1970’s. And that was to have our labor
force grow more rapidly than our population. As a result of that we
were able to raise our GNP per capita at an annual rate of 1.4 per-
cent. So that in the 1970’s we avoided tightening our belts essen-
tially by putting more people to work.

In the 1980’s we resorted to a second device. Even though our
GNP per worker, what we produced, continued to grow very slowly,
we increased our spending back to a 2.2 percent rate, essentially
back to what our spending was between 1948 to 1969. The way we
did that, spending more than we produced at home, was essentially
to borrow the difference from the rest of the world, to import goods
and services into this economy to a greater degree than we were
exporting them. Essentially, to generate a trade deficit which we
financed through borrowing.

That is why we have a casual impression that things are very
good, that our living standards continue to rise. Sure, we feel good
today, because we are spending at the rates that we were in the
1950’s and 1960’s. However, that spending is based on borrowing
and not on what we are producing.

As long as foreigners are willing to finance this situation we can
go on for some period of time. But it cannot go on indefinitely. Ulti-
mately we have to adjust our spending to bring it in line with what
we produce. We have already seen that these adjustments are oc-
curring. Foreigners are less willing to pay the price of that high
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dollar than they used to be, and we have seen the exchange rate
decline over the last few years. That means essentially that our
trade deficit is going to decline, but what it also means is that if we
continue to try to maintain our spending patterns we are going to
detract from our economy’s ability to invest.

. What I have done in table 2, of my prepared statement, is to give
you an illustrative scenario of what the next 8 years would look
like if our productivity growth per worker continues at the histori-
cal rate of 1 percent a year. Our labor force will indeed grow, al-
though more slowly, and GNP per capita,, what we produce per
person, will rise at an annual rate of 1.5 percent a year. However,
if over this period we close our trade gap we will only have avail-
able half a percent a year per capita for our total spending to rise
over the next 7 years. Essentially, we will have to reduce our
spending from the rate which we have been spending in the past 7
years of a 2.2 percent per capita rate down to only half a percent a
year if we are to close that gap.

I believe that this is an extremely grim picture, and if we cannot
do anything to raise our productivity per worker the strains on our
living standard growth are going to be extremely substantial. That
0.5 percent a year includes our spending on Government, on con-
sumption, and on investment. If we are to increase the share of our
GNP going to investment we have even less available for consump-
tion and for Government spending.

That is the scenario as it appears today if we continue to do as
we have done in the past, if we continue to have our productivity
growth rise at that 1 percent a year figure.

I believe that this is unacceptable to us, and there is essentially
only one sustainable long-term response, and that is to improve the
productivity growth of our economy. The major way in which we
can do that is to improve the training and education in our labor
force. There are many other areas which have to be improved in
terms of our performance—management, technological innova-
tion—but I think fundamentally the productivity growth of our
economy will depend upon the productivity performance of our
work force.

A second feature of this adjustment scenario, as I have sketched
it out in the prepared statement, is the fact that in order to close
the difference between what we are importing and what we are ex-
por’g(iirllg, our Nation’s exports are going to have to grow extremely
rapidly.

In the scenario that I sketch out there the volume of exports will
have to rise at about a 10 percent annual rate over the next 7
years. That means, No. 1, that we are going to have to become
more competitive. Either this will occur through a further decline
in the value of the dollar, which will further constrain our living
standards, reducing our international buying power, or we will
have to find a way to make our products more attractive to foreign-
ers through quality and technological innovation.

That export growth which we will have to generate will primari-
ly have to come from our manufacturing sector. That is why I be-
lieve that in contrast to the last few years the most dynamic area
of our economy will have to be the manufacturing sector of the
economy.
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If the problem in the past has been that we have been unable to
create sufficient jobs, as some perceive it, in durables manufactur-
ing, I do not see it as large a problem over the next decade. The
demand in high skill manufacturing activities will be there.

Nonetheless, there does remain the question of whether the labor
force which we will have will be adequately equipped to fill those
slots in the manufacturing sector.

What we know about our exports is that they are essentially con-
centrated, for want of a better term, in what we call high technolo-
gy industries.

We also know that part of this adjustment has to occur in our
import competing sector of the economy, and that even there in
our more basic industries the thrust of adjustment will require an
improvement in the technological competence of our manufactur-
ing sector.

So that both on the export and on the import side, and more gen-
erally in manufacturing, the drive is going to be toward an increas-
ing demand for highly skilled labor.

So I concur with the judgment already expressed this morning
that our economy faces a major prospective problem of mismatch,
increasing occupational upgrading in the work force, on the one
hand setting the tone for the demand side of the economy, and
with the supply side of new, young, flexible workers slowing down
the supply of new women entering the labor force, slowing down,
and a higher proportion of minorities in the albeit slow growing
labor force. That, too, points to the need to improve training and
education of the labor force that is going to be available for us to
make this adjustment.

In sum, Mr. Chairman, in the next decade if the United States is
to sustain the growth of its living standards it will have to alter
both the way it spends, increasing the spending on investment and
lowering the total share of our incomes that we spend, and the way
we produce. Increased public and private savings will be essential
if the reduction in foreign borrowing is not to come at the expense
of domestic capital formation, and a major improvement in worker
education and training will be essential if the gap between national
income and spending is to be closed by higher productivity and im-
proved competitiveness rather than by lower living standards and
a cheaper dollar.

[The prepared statement of Mr. Lawrence follows:]
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PREPARED STATEMENT OF ROBERT Z. LAWRENCE”

The central problem facing the United States economy over the next
decade or so will be improving the living standards of its citizens.
Starting in the early 1970s, output per worker and the real incame of
the average American began to grow much more slowly than they had in the
prior two decades. This decline was masked by the growing labor force
in the 1970s and by a resort to overseas borrowing in the 1980s, but it
now threatens to get worse in the years ahead as U.S. labor force growth
slows down and the bills fram running up foreign debt came due.

Table 1 illustrates the problem. Starting in the early 1970s, the
growth rate of output per worker declined dramatically from an annual
average of 2.3 percent per year between 1950 and 1969 to just 0.7
percent per year between 1970 and 1980. The fall in the growth of
output per capita was less severe because the work force expanded
relative to the size of the population as the large baby-boom cohorts
began working and American wamen increased their labor force

participation. Accompanying the fall in productivity growth was a fall

* Same of this testimony is drawn from work done jointly with my

- colleagues, Robert E. Litan and Charles L. Schultze, for a Brookings
book on U.S. living standards, to be published later this year. The
responsibility for this statement is, however, mine alone and does
not reflect the views of the Brookings Institution, its officers,
trustees, or other staff members.
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in the growth of average incames--the various incame measures in Table 1
all reflect that decline.

In the 1970s, Americans did adjust their spending to the reduced
growth in their incomes -- the growth in real percapita spending
roughly matched the rise in percapita incomes. The 1980s, however,
were a different matter. Nothing has happened so far in the nineteen
eighties to accelerate the slow growth in productivity and incame. Yet
even as output and incame continued their sluggish pace, the last seven
years have witnessed a sharp rebound in the growth of national spending
(see the last two colums of Table 1). On a per capita basis spending
growth rebounded almost back to where it was in the earlier postwar
decades, despite the continued sluggish advance of national production
and incame.

The only way that the country as a whole can spend more than it
produces, however, is to import the difference from abroad. Thus,
during these last six years the United States ran a huge trade deficit
~- we fed our appetite for spending by importing much more than we
exported, borrowing the difference from foreign investors. And, as the
data in the table indicate, the extra spending was principally used not
to invest in national wealth but to increase consumption and goverrnment
expenditures. (Gross private investment was about the same share of GNP
(16 percent) in 1980 and in 1987) Federal taxes were reduced sharply in
1981, so that consumers had more to spend. Simultaneously defense
spending was boosted substantially without an offsetting cut in civilian
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programs. Insofar as they can be measured by the cambination of
consurer purchases and goverment services, living standards grew quite
rapidly in the first seven years of the 1980s.

In the long run, however, the inevitable consequence of a fall in
the growth of productivity is a slowdown in the advance of living
standards; when the growth in cutput per worker rises at a slower pace,
the amount available for purchase by consumers or by goverrment to use
mst also grow more slowly. As long as foreigners are willing to lend
tousonalargescale,wecanpostponethedayofrec)mningam
contimue to increase spending at an undiminished rate, as we have done
s0 far in the nineteen eighties. But this era has already bequn to end.
Foreigners have became increasingly umwilling to finance our excess
spending; their decreased demand for U.S. dollars has driven down the
value of the dollar fram its highs of several years ago; the lower
dollar, by making cur exports less expensive abroad and raising the
price of imports into this country has set in motion a fall in the U.S.
trade deficit and a concamitant decline in the inflow of foreign funds
into the United States. As the trade deficit continues to fall toward
zero, our own damestic spending will have to shrink to fit within the
limits of our damestic production. Indeed damestic spending will
eventually have to came down even more than this. We are going to have
topaymtemtontheoverseasdebtswehaveaccmmlapedoverthese
last six or seven years. To do so we will have to run a trade surplus

inoxdertoeamtheirx:arewit}nvhichtomaket}bsedebtsezvice
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payments. Damestic spending will thus have to fall below national
output in order to leave enough output available for the export surplus.

Table 2 sets forth the consequences of the chain of events
outlined above. It projects the growth of GNP per worker to continue at
its recent sluggish pace —- at 1.0 percent per year once the econamy
reaches an unemployment rate of 5.2 percent. This means that the growth
of GNP per capita will fall, because the ratio of the work force to the
population will no longer be rising so rapidly as it has in the past
several decades. The estimates in the table then assume that the United
States current account deficit, which was $160 billion last year will
be converted into a much more modest deficit (of $30 billion) by 1995.
Since our net earnings from foreign investment are projected to fall
fram a surplus of $25.9 billion in 1987 to a deficit of $28.3 by 1995,
the United States will need a surplus in its trade in goods and
services to attain this result. In order for this to occur, domestic
spending per capita will have to rise by less than the growth in output
(GWP) per capita.

The result is that per capita spending on investment, goverrment
and consumption cambined can only grow at 0.5 percent per year over the
next seven years (to 1995), a much slower rate of increase than at any
time in the postwar period, and far below the growth rate of the last
seven years. To bring its spending in line with its production, the
U.S. economy will have to engage in considerable belt-tightening. Goods

once available for domestic use will have to be exported or used as a
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replacement for imports. It is likely, however, that to sell these U.S.
productsabroadaweakerdollarwillberequiredaspartofthe
adjustment process. My estimates suggest that the dcllar will have to
decline in real terms by about twenty percent fram its current levels to
bring about the scenario I have outlined. This decline will further
lower U.S. buying power.

This scenario illustrates what will happen when the American
people can no longer postpone the painful consequences that follow from
a sustained drop in the growth of productivity., Living standards will
be rising very slowly over the years immediately ahead, as damestic
spending growth adjusts downward to match our slower productivity growth
and, for awhile at least, slows even further to eliminate the excess
spending of recent years.

Assuming we wish (or are forced) to bring spending in line with
our incames, a major question we will face is which components of
spending should be reduced the most. Hopefully private and public
consumption, rather than investment will bear the brunt of the
adjustment. A reduction in the budget deficit would concentrate the
spending adjustment on consumers and govermment -- through tax increases
which lower consumer incame and cuts in government spending. But if the
budget deficit is not reduced, the spending restraint will have to came
through tight money and high interest rates which would principally
penalize investment, leading eventually to an even lower growth of

national output,incame and living standards.
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The decline in U.S. spending growth required over the next decade
will require a much greater discipline than Americans have ever
displayed in either their public or private sperding decisions. There
are two ways of avoiding this painful adjustment. The first is simply
to avoid the belt tightening until foreigners refuse to continue
financing the trade deficit. That response may be seem attractive in
the short run, but it will make the required adjustment much larger and
more painful when foreign patience runs cut (or when the interest
burden accumilates to an unsustainable level). The second and more
appealing response would be to increase U.S. productivity growth and
improve the international campetitiveness of our products, thereby
raising our incame growth to match a higher spending path.

Pec}uci.ng the pain of the adjustment by raising productivity growth
will not be easy. There are no panaceas which might replace the need to
work harder and more efficiently. We do know however, that improvements
in knowledge are the backbone of more rapid productivity growth. In
afidition to improved management skills and technological breakthroughs,
a rise in productivity growth will require major advances in the
educational and skill levels of the American workforce.

Obviously the more attractive our goods are both to Americans and
to foreigners, the less the need to lower their prices and thus the
smaller the reduction in U.S. international buying power. An improved

labor force can play an important role in improving the attractiveness
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of U.S. products by higher quality and increased technological
innovation.

Production Structure

The adjustment scenario I have outlined entails not only a
considerable shift in U.S. spending patterns but also a substantial
change in the U.S. production structure. Since most trade occurs in
goods, the goods sector, especially manufacturing, will have to expand
particularly rapidly. The scenario outlined has U.S. exports rising at
an annual rate of 10.75 percent per year between 1987 and 1995. The
U.S. trade balance in manufactured goods shifts fram a deficit of 123
billion dollars in 1987 to a surplus of 79 billion in 1995. To support
an export boam of this magnitude, the U.S. manufacturing sector will
have to grow at an annual rate of 3.6 percent campared with the rise of
2.4 percent for GNP as a whole. Measured in 1982 dollars manufacturing
will rise as a share of GNP from 22.1 percent in 1987 to 24.2 percent in
1995.

The rising share of manufacturing within U.S. QWP will be
accampanied by a rising share of high-technology activities within
manufacturing. The rapid growth in U.S. exports which are heavily
concentrated in chemicals and capital goods will provide a major impulse
to these high-tech sectors. At the same time, the declining dollar will
offer the basic industries increased opportunities for renewal through

technological improvements.
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while the share of manufacturing workers in the U.S. labor force
will continue to decline over this period, manufacturing employment is
likely to rise. Even if manufacturing labor productivity growth
advanced at a 3 percent annual rate, an additional one million workers
could find employment in manufacturing by 1995. These employment
opportunities will however require a workforce with appropriate skills
and training.

Many have voiced concerns about the alleged inability of the U.S.
econamy to create enough "good jobs" -- particularly those in durable
goods manufacturing. I believe, however, that over the next decade the
problem will be finding enough good people to fill the good jobs. In
the 1970s and early 1980s, with a labor force growing at an annual rate
of 2.4 percent because of a steady inflow of young people and females,
the United States was able to grow by using labor intensively rather
than capital and technology. In the 1990s, it is will not have that
luxury. Young workers are relatively easy to train, but the young will
represent a declining share of the labor force. Moreover, within the
smaller youth cohorts there will be higher proportions of minority
workers who are generally less well-prepared for high-skill jobs. The
problem of occupational mismatch is likely to grow therefore as the
occupational structure of the economy shifts towards. requiring better

skills while the skill levels of readily available workers declines.

. Accordingly "life-long training" will have to became a reality rather

than a slogan as older workers will have to be employed in the new jobs.
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In addition, basic educational levels, particularly of minority workers
will have to be raised.

In sum, in the next decade, if the United States is to sustain the
growth of its living standards, it will have to alter both the way it
spends and the way it produces. Increased public and private savings
will be essential if the reduction in foreign borrowing is not to came
at the expense of damestic capital formation. A major improvement in
worker eduction and training will be essential if the gap between
national incame and expenditure is to be closed by higher productivity
and improved campetitiveness rather than by lower living standards and a
cheaper dollar.

While more open foreign markets and faster foreign growth will
allow the U.S. to adjust with relatively smaller declines in the
exchange rate, the overwhelming determinant of our living standards will
depend, as it always has, on the productivity of the damestic econany .
Nonetheless, as a result of having to undertake the adjustments I have
described, the United States will become increasingly integrated into
the global econamy. While the past seven years have seen a rapid
increase in import penetration into the U.S. market, the next decade or
S0 will have to see a major rise in the share of U.S. production going
for exports. At the end of the process our interdependence with the
global economy will be far greater than when we set off on our borrowing
spree in the early 1980s.
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In my view, America cannot ignore this changing global reality.
Efforts to recapture the past by retreating into isolation by erecting
trade barriers, capital controls and restrictions on foreign investment
are doomed to failure. Such measures will simply campound the
inevitable slowdown in our living standards by lowering econamic
efficiency. Instead, America must meet the challenge of its changing
global role head on, by adapting its institutions to ensure that it
campetes effectively in the global econamy. For this reason, the
efforts made by this camittee to take a candid look at ocur future are

to be cammended.
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The Growth of Output, Incame, ard Spending, 1948-87

Output Incame Domestic spending
(per capita)
Compen-

GNP GNP sation Median Goverrment

per per per family and
Period worker? capita worker incame | TotalP consumer
1948-69 2.3 2.2 3.1 3.0 2.4 2.5
1969-80 0.7 1.4 0.9 0.5 1.3 1.2
1980-87 1.0 1.6 0.7 1.0 2.2 2.2

a. '"Workers" include the self-employed.

b. Excludes changes in business inventories.

Table 2. Historical and Projected Growth Rates of National Output and

Spending
(percent per year)
GNP GNP Government
per per investment & consum-
Period worker capita ption per capita
Historical: 1948-69 2.3 2.6 2.5
1969-80 0.7 1.4 1.2
1980-87 1.0 1.6 2.2
Projected: 1987-95 1.0 1.5 0.5
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Representative Hawkins. Thank you, Mr. Lawrence. The next
witness is Mr. Calvin George. Mr. George is the executive director
of the National Committee for Full Employment and the Full Em-
ployment Action Council. He has worked for the Wisconsin State
Employment Service and the Inner City Development Project in
Milwaukee. He served as a consultant for 4 years in public policy
and program management, specializing in employment and train-
ing, community economic development, and government affairs.

Mr. George, we are delighted to welcome you.

STATEMENT OF CALVIN H. GEORGE, EXECUTIVE DIRECTOR, NA-
TIONAL COMMITTEE FOR FULL EMPLOYMENT, AND FULL EM-
PLOYMENT ACTION COUNCIL

Mr. GeorGE. Thank you, Mr. Chairman. It is really a pleasure to
be here today and to give our views on recent labor market trends
and where we are going in the year 2000.

I am going to try to be as informal as I can be and hit some high
points. T did last night try to figure out what were the major points
that I wanted to make, and it took me twice as long to do it than
tlfle }tl:ime that is allotted. So I am only going to be able to make half
of those.

I think another way of rephrasing what Mr. Anderson said in
terms of who is going to be left behind is also to ask in terms of
recent labor market trends, whose recovery has it been anyway.
Who really has benefited? The question is not so much are we now
finally after 64 or 65 months back to the unemployment levels of
1979 or are we better off than we were in 1979. Our analysis of
both of those labor market trends as well as some really quite star-
tling projections by the Department of Labor in its “Workforce
2000” study done by the Hudson Institute are, quite frankly, alarm-
ing.

Trying to avoid the doom and gloom label that so often is put on
those of us that are in fact struggling for a more just society and a
more practical and realistic society, I will nonetheless launch into
two or three of these.

To begin with, the “Workforce 2000” study projects a middle
ground, 7.0 percent unemployment rate for the year 2000. That is
disturbing. It is worse ground. Particularly in light of the Hum-
phrey-Hawkins bill which you are so familiar with and which we
need to begin to pay attention to again, it also is a worse-case sce-
nario of 9.9 percent unemployment in the year 2000.

The disturbing issues relate to both a tightening of the labor
market as the “Workforce 2000” study foresees it and Mr. Ander-
son referred to, but also the share of new jobs that we can expect
minorities and new immigrants and women to hold. Currently, as
the study points out, minorities, that is, nonwhite men and women,
hold 17 percent of existing jobs but are projected to fill 42 percent
of the new jobs created between now and the year 2000.

When you look at their labor force growth rates, we find that
Hispanics’ labor force participation rate in absolute numbers of
growth is projected to increase by four times that of their share of
new jobs. Black women’s growth rate in the labor force is expected
to increase by twice that of the share of new jobs that they. will
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receive. And while black men are expected to grow—and I think
this is alarming—at a much smaller rate in terms of their labor
force participation rate, they are expected to receive half that
share of new jobs.

Looking at the most recent trends, as Mr. Anderson pointed out,
and Mrs. Norwood with slightly different figures before, we have
seen 13.2 million jobs created in the economy since 1979-80, and
that is an average of about 1.9 million jobs per year in the first 7
years of the Reagan administration, or a 30 percent slower growth
rate than in the last half of the 1970’s when we added approxi-
mately 2.7 million jobs per year.

There are different ways of looking at this data, as Mrs. Norwood
has pointed out. You can also look at Department of Commerce
data on full-time equivalent jobs and see that between 1973 and
1979, we saw approximately a 2.5 percent annual growth rate.
Since 1979 that increase has shrunk to just 1.4 percent on a per
year basis, which is approximately a 44 percent decline.

Why is the unemployment rate lower today? Is it because this
has been one of the strongest recoveries in the Nation’s history?
The answer has to be unequivocally, no. The reason why the unem-
ployment has shrunk back to the levels of the late 1970s is princi-
pally that the labor force has grown at a much slower rate. We see
that the labor force growth rate in the first 7 years of the 1980’s
has been growing at a rate of only 25—I think I have misplaced
that specific number.

I think the other disturbing element that I can pull together is
that we calculate on an annual and on a monthly basis what we
call the NCFE, National Committee for Full Employment, real rate
of joblessness and underemployment in which we include in addi-
tion to the officially unemployed those people that have been dis-
couraged, and are no longer counted in the labor force because
they are no longer seeking work due to economic reasons, and
those people that are working part time even though they want
full-time jobs. That rate for 1987 was 11.5 percent, in marked con-
trast to 9.7 percent in 1979. The principal reason for the increase
in that rate during these past 7 years has been a persistently high
level of people working part time who want full-time jobs.

Yes, that number has gone down by about 25 to 30 percent since
the height of the 1981 to 1983 recession, but it is by historical
standards nearly 40 percent higher than it was in 1979. It now on
an annual basis in 1987 accounted for about 5.4 million people.
This is, at best, a conservative estimate of the kinds of underem-
ployment or subemployment that we face in this country and is an-
other indicator of our inability as a society both economically and
socially to move toward a more full employment, and a more equal
opportunity society.

In summary, Mr. Chairman, I would be glad to answer any ques-
tions that you might have about the other trends that we i entifly.

I have also made available to the subcommittee our recent publi-
cation “On the Road Again: A Six Point Agenda Towards a Full
Employment Society,” which we would like to have made part of
the record. The purpose of this document has been to stimulate
debate during the current election year season about jobs and eco-
nomic opportunity. We think that debate has in fact been a strong
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one, and we are very hopeful that the next Congress and the next
administration will find itself in a more receptive position to begin
responding to some of these issues. We will be developing a more
specific set of proposals for the next administration and the next
Congress and would welcome your input to this process and will be
glad to share the results of an upcoming meeting of our board that
will focus on this issue. Thank you very much.

Representative Hawkins. Thank you, Mr. George. The document
referred to will be entered in the record following Mr. George’s pre-
pared statement.

[The prepared statement of Mr. George, together with the publi-
cation referred to, follows:]



PREPARED STATEMENT OF CALVIN H. GEORGE

Mr. Chairman and distinguished Members of the Joint Economic Committee, I am
Calvin Hj George, Executive Director of the National Committee for Full Employment and
the Full Employment Action Council (NCFE/FEAC). I am delighted to appear here today
and offer our views on both the nation’s changing labor force, and the need for more
deliberate, concerted and far-reaching economic and social policies to carry us into the
21st century.

By way of background, as you well know, Mr. Chairman, NCFE and FEAC have been
the principal organizations uniting a broad coalition of civil rights, labor, religious,
women’s, business, and other community groups in behalf of a national commitment to
full employment. NCFE conducts the research, policy development and educational
activities on behalf of full employment issues among its constituent bodies. This
research has included extensive analysis of recent and foreseeable labor market trends.
Our educational activities have sought to dispel all too pervasive myths about the nature
and extent of joblessness and underemployment in our economy. FEAC, on the other
hand, proposes specific legislative initiatives, mobilizes political support in conjunction
with other organizations, and stimulates debate on jobs and training issues during
election campaigns.

Mr. Chairman, | want to commend you personally for your foresight and persistence
in again tackling these important issues. In recent years, much has been made of
economic competitiveness.and technological change. Much has been made of the twin
deficits on the budget and trade fronts. Much has been made of the need to preserve
our free market system. And yet these issues have been used to explain away lower
wages for working Americans, scale back domestic spending on investments in education,
job training, job creation, and other "safety net" programs, and justify historically high

levels of joblessness and underemployment. Finally, "free market” rhetoric distorts the
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reality of a "mixed economy," and seriously undermines both the fundamental role of the
public sector and the importance of public policy to achieve the nation’s goals.

The current Administration tells us that things are changing. We must become more
competitive, Workers must be retrained. New products and markets must be developed.
We must prepare for the 21st century.

In some respects, the Administration is correct. The nature of unemployment is
changing. The demographics of our labor force are changing. The magnitude and
characteristics of the kinds of jobs our economy is creating are changing. Our solutions
to the problems posed by these changes must also change. Retrenchment from social
progress, from active labor market policies and programs, from investments in education,
training and job creation, from affirmative action, from economic growth here at home,
is no solution at all.

The U.S. Department of Labor’s "Worlkforce 2000" st.\xdyl confirms the seriousness of
the problems we face as we move rapidly to the year 2000, if current policies and level
of effort continue. "Workforce 2000" foresees the continuation and in some cases
deterioration of recent labor market trends. Its projected 7.0% unemployment rate for
the year 2000 is in itself startling. (I should note this is a middle-ground forecast; the
worst case scenario projects unemployment at 9.9%.) On other fronts and without
wanting to embarra.ss the current Administration (of course), the "Workforce 2000" study
points to several major problem areas which must be addressed:

o  Minorities (nonwhite men and women) and new immigrants will comprise 42% of

all new jobholders between now and the year 2000, in shaip contrast to their
14% share of existing jobs;
o  While 40% of existing jobs fall into the lowest third of occupational skill

classifications, barely a quarter of new jobs between now and 2000 can be so
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clasiﬁeci‘ In fact, the report estimates more than half of all new jobs will
require post-secondary education.

At the same time, the report provides a conservative estimate of a 15%
increase between 1973 and 1982 of our lowest paid workers.

Women will continue to represent a growing share of the work force; while
women hold 44% of all existing jobs, they are expected to fill 64% of all jobs
created between now and 2000;

Hispanics, black men, and black women are expected to face the greatest

- difficulties in the emerging job market; growth of the Hispanic labor force will

be some 4 times greater than Hispanics’ share of all new jobs; similarly, labor
force growth for black women will be more than twice their share of new
jobs, while black men will experience a much slower labor force growth rate,

but will also benefit the least from new job creation.

These data are in and of themselves disturbing. NCFE's analysis of these and other

data from

official government sources, reveals an even more serious set of problems,

which threatens America’s standard of living and progress towards & more just, full

employment society:

o

OFFICIAL UNEMPLOYMENT RATES HAVE BEEN RISING FOR MORE THAN 4
DECADES, starting with 4.5% in the 1950'2, 4.8% in the 1960’s, 6.2% in the
1970’s, and thus far at 7.7% in the 1980's.“ ("Workforce 2000's" worst case
scenario of 9.9% in 2000 projects a continuation of this trend.)

NCFE'S REAL RATE OF JOBLESSNESS AND UNDEREMPLOYMENT IN 1987 IS
20% HIGHER THAN IN 1979. When discouraged workers (those whose job

search has been fruitless and who are no longer counted) and involuntary part-

time workers (who want but cannot find full-time jobs) are included, NCFE's

"Real Rate" stood at 11.5% in 1987, in sharp contrast t0 9.7%in 1979, the last

full, non-recession year before the severe 1981-83 recession.

This "real rate” (based on official government data) is substantially higher now
(in spite of recent declines in the jobless rate to 1979 levels) primarily
because of much higher levels of involuntary part-time work, whichis a very
conservative estimate of growing underemployment. Lower earnings (as
discussed below) along with countless numbers of people working in jobs below
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their skill level and/or in "temporary" assignments are additional indicators of
this serious problem.

THE RATE OF JOB GROWTH IS DOWN BY NEARLY A THIRD IN THE 1980’s.
During the five year period of 1975 to 1980 (which was affected by bath the
1973-75 and the 1980 recessions), the American economy grew by some 13.5
million net new jobs, or an average of 2.7 million per year. In contrast, from
1980 to 1987 (a seven year period), America’s job creation machine generated
only 13.1 million jobs, or 1.9 million annually, representing a rate of growth .
some 30 percent lower than in the last half of the 1970s. (If the nation’s
population growth rate in the 20 to 30 year old bracket had not slowed by 20
percent during the 1980s, today's unemployment rates would be even higher.)

THE DOWNWARD PRESSURE ON WAGES FROM INDUSTRIAL SHIFTS
BETWEEN NOW AND THE YEAR 2000 WILL BE TWICE AS GREAT AS THE
BENEFITS FROM SH TO HIGHER WAGE OCCUPATIONS DURING THIS
PERIOD (see Table 1).° This is a continuation of the trend established since
1979 when growth industries had averaged weekly earnings of 82&8, some 37%
lower than declining industries at $402 per week (see Table 2).

THE PROPORTION OF LOW-WAGE FULL-TIME EMPLOYMENT IS ON THE
RISE. Numerous studies, including work done by economists at the
gove! ent’s Bureau of Labor Statistics (BLS), point to increases in low-wage
jobs.” For example, the number of new full-time, year round workers earning
half the median wage for all workers fell by 10 percent between 1963 and
1973; but by 1978, the numbers of such workers rose by 12 percent, and since
1978, it has shot up by nearly a third.

BLS economists also found that full-time employment rose 25 percent between
1975 and 1985; net new jobs in the bottom third of the income distribution

accounted for 51% of the increase. This research documented long-term

employment shifts into high-paying occupational categories (a widely reported
trend since the 1981-1982 recession), but found a shift toward lower pay

levels in each category. Further, it should be noted, higher-paying occupations
employ fewer workers, and high rates of growth in these occupations are a

misleading barometer of economic progress.

INVOLUNTARY PART-TIME EMPLOYMENT IS INCREASING. The number of
people working part-time who wanted full-time jobs but could not find them or
who had been reduced to part-time schedules, accounted for 3.2 percent of the
labor force, or 3.4 million workers in 1979, four years into the 1975-79
recovery period. By 1987, at a similar point in the recovery from the 1981-83
recession, 5.4 million, or 4.5 percent of the labor force (a 40% increase over
1979) were involuntarily in part-time jobs.

PART-TIME JOBS PAYING LOWER WAGES (AND HAVING FEWER BENEFITS)
ARE GROWING FASTER THAN HIGHER WAGE, FULL-TIME JOBS. Between
1979 and 1987, part-time employment with a median wage of $4.42 per hour

grew at a rate of 22.6%, in marked contrast to the 16.1% share of full-time

jobs added to the economy with hourly wages of $7.43. While comprehensive

data is not available, it is generally accepted that part-time jobs are less
likely to provide full health insurance, vacation pay, and other fringe benefits.
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UNEMPLOYMENT IS LASTING LONGER. The average duration of
unemployment in 1986 stood at 14.5 weeks, up about 35 percent from the 10.8
week average in 1979. Similarly, while 20 percent of the unemployed were
jobless more than 15 weeks in 1979, by 1987 more than 27 percent were
without work for three months or longer, also a 35% increase. Men in the
prime ege categories and at the peaks of their earning power had the.longest
periods of joblessness in 1986: thase 35-44 years old averaged 21 weeks, 45-54
years old averaged 24 weeks, and those 53-64 years old averaged 27 weeks.

EARNINGS FOR PRIME AGE MEN ARE FALLING, WHILE WAGES FOR WOMEN
CONTINUE TO LAG FAR BEHIND. Average ten-year real income gains for

men passing from age 40 to age 50 fell by 14% between 1970 to 1983, i%
marked contrast to gains of 36% during the 1950’s and 25% in the 1960's.
Women'’s earnings remain just 59% of those of men,

THE REASONS FOR UNEMPLOYMENT ARE CHANGING. Profound structural
shifts in the economy, rather than ups and downs in the business cycle, better
explain much of today's joblessness. Between 1979 and 1986 the goods-
producing sector of our economy, which accounts for the vast majority of our
trade balances in global markets, suffered a net loss of nearly two million
jobs. During this same period, BLS data reveal more than 12 million workers
(half of whom had held their previous jobs for over three years) were
displaced because of plant closings or permanent layoffs,

In a study of the 1984 labor-force status of workers dislocated between 1979
and 1983, it was found that only 62 percent were employed, while 14 percent
had left the labor force, and 25 percent were officially unemployed, more than
threetimes the overall 8 percent unemployment rate for 1984. Moreover, two-
thirds of dislocated workers had below-average earnings on their previous jobs.
Manufacturing accounts for 42 percent of dislocated workers, and support
industries, including transportation and wholesale trade, make up the balance.
The highest rates of dislecation are in the South, the Plains states, and the
Upper Midwest.

MINORITY AND FEMALE WORKERS EXPERIENCE THE GREATEST HARDSHIP
FROM BUSINESS CLOSURES AND LAYOFFS. While rates of economic
dislocation are somewhat higher for minority workers (14 percent for
Hispanics, 13 percent for blacks, and 12 percent for whites), the
disproportionate impact on minority and female workers is seen in the duration
of their jobl and the subsequent fall in their wages. While the average
male, blue-collar werker was unemployed after dislocation for 25 weeks, female
blue-collar workers averaged 44.7 weeks, black, male blue collar workers were
jobless for 55 weeks and black female blue-collar workers averaged an
incredible 97 weeks. Earnings losses for both male and female blue collar
workers averaged 16 percent, but women who lost white-collar or service jobs
suffered nearly double the losses of their male counterparts in these
occupations,

YOUTH JOBLESSNESS AND LACK OF PREPARATION FOR THE LABOR
MARKET IS GETTING WORSE, EVEN THOUGH THE YOUTH POPULATION IS
DECLINING. While the number of 16-19 year olds fell by 14 percent between

86-034 0 - 88 - 3
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1979 and 1986, the number of employed teens dropped by nearly 20 percent.
For blacks and Hispanics the situation is worse. On average, in 1986 only 25
percent of black and 33 percent of Hispanic teens were at work, in contrast to
49 percent of white teens, Similarly, black and Hispanic teen unemployment
rates (which mask lower labor-force participation rates) continued to be
disproportionately higher in 1986, 39 percent and 25 percent respectively,
compared with 16 percent for white youths, Education levels, moreover, do
not explain these differences, as the unemployment rate for black high school
graduates is 20 percent higher than that for white high school dropouts. This
ongoing disparity may in some ways contribute to both lower labor-force
participation rates for black teens (as they question the value of education)
and dramatically higher dropout rates for both Hispanic and black high school
students.

o EARNINGS FOR YOUNG ADULTS (AGES 20 TO 24) HAVE DROPPED SHARPLY
IN THE LAST DECADE: Between 1973 and 1984, real mean annual earning of
20 to 24 year old college graduates fell by 11.0%. This is disturbing in itself.
Those with some college, however, had earnings losses of 26. 1%; high school
graduates fell by 30.1% and dropouts plunged by 41.6%. Blacks and Hispanics
in this age group consistently experience dscl.ines in earnings from 20% to
125% greater than their white counterparts. ' This is dramatic evidence of the
virtual disappearance of higher paying, entry level jobs in our traditional
goods-producing industries.

o  BASIC SKILLS DEFICIENCIES AMONG YOUNG PEOPLE ARE HIGHLY RELATED
TO SCHOOL DROP-QUT RATES, LOWER EARNINGS, AND SLOWER RATES OF
FAMILY FORMATION. Those scoring at the lowest levels of the Armed Forces
Qualification Test (AFQT) and other basic skills measures are several times
more likely to have dropped out of school, gxperience lower earnings (see
above) and to have "out-of-wedlock” births.
Mr. Chairman, I know you and the committee will receive projections and analyses
from other sources which paint a much brighter picture for our future. Much of these
will be accomplished by statistical "magicry”; comparisons will be made from the trough
of the last recession (1982) to the peak of our now somewhat sluggish recovery (1987).
Indeed, while "Workforce 2000" sometimes skims the surface of our emerging problems, its
data are accurate and do present a fair picture. "Workforce 2000", however, fal] far
short in the conclusions it reaches and the recommendations it makes. The
"deindustrialization” of America is described in great detail. Its recommendations for

improving productivity in the expanding service sector falls far short of the steps that

are necessary to avoid a further assault on our standard of living and a widening gap
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between rich and poor, between the more affluent and educated and a growing minority
population, between those with reason to hope and these on the brink of despair.

As you well know, Mr. Chairman, the willingness to tolerate even higher
unemployment rates now and in the year 2000 is at odds not only with the nation’s past
achievements, but also its laws. In 1978, the Humphrey-Hawkins Full Employment and
Balanced Growth Act was signed into law., establishing a national commitment to reduce
unemployment te an interim goal of 4.0%. In addition, the act requires lawmakers to
reduce and remove the gap between the overall unemployment rate and the rates for
hard-hit groups. The blueprint embodied in Humphrey-Hawkins is as meaningful as
needed and, perhaps, more realistic today as it was when it was introduced and enacted.
A slowing of labor force growth in the 1980s and 1990s, both for women and particularly
among young people, makes our task more feasible and our goal more attainable. Indeed,
if labor force growth had not slowed by nearly a half in the 1980s, our economic growth
today would give us an official unemployment rate in excess of 8%.

Humphrey-Hawkins calls on the President, the Congress, and the Federal Reserve
Board to coordinate fiscal and monetary policies to spur private sector job creation, to
invest in national needs, and when warranted, to establish public job creation programs.
The failure to achieve the Act's mandates is a failgre of political will, not of economic
and social policy methodology. Contrary to the spirit and provisions of the Act, the
current Administration has not even stipulated a time table for reducing official
unemployment to 4%. Instead of establishing goals, forecasts are provided. Instead of a
major assault.on joblessness through more active and enlightened labor market policies
and programs, training and support systems for the unemployed and underemployed have
b-een .scaled back. Instead of leadership, the Administration provides "schemes" for

privatizing the employment service and "devolutionizing” responsibility for labor market
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systems to the states and localities. The nation must again assume a "can do"
philosophy. )

Let me hasten to add here that implementation and even strengthening of the
Humphrey-Hawkins Act is both a moral imperative and common sense. The Congressional
Budget Office estimates each percentage point of excess unemployment costs the U.S.
'l‘réasury 44 billion in lost tax revenues and payments for unemployment compensation and
other social benefit programs. By this conservative measure alone, unemployment has
added more than 900 billion to the Federal deficit in the 1980s, which does not take into
account the effects of unde:émployment and the human costs of disrupted lives. Now,
the ever-mounting federal deficit is being blamed for crises in our financial markets.
Further cutbacks in domestic programs will not solve these problems, but rather add to
our inability to compete effectively in the future and enhance the American standard of
living.

Mr. Chairman, we would respectfully recommend that the Joint Economic Committee,
and in particular this Subcommittee on Investment, Jobs and Prices, can help to reverse
these trends and establish a new agenda for the nation. These hearings are a new
beginning in that process. As you know, NCFE recently published a policy paper entitled
"On the Road Again: A 6 Point Agenda Towards a Full Employment Society” to focus
public debate during the 1988 election year on jobs and human investment issues. "On
the Road Again" sets forth a comprehensive, long-term strategy for putting us back on
the track that Humphrey-Hawkins established. With your permission, I am submitting a
copy of this document for the record.

The political debate during the ﬁrsl;' half of this election year season has, in fact,
focused a great deal of attention on jobs and America’s economic future. NCFE’s next
task, drawing on the "Six Point Agenda," will be to develop a discrete set of propesals

for action during the first year of the next Administration. The next Administration,
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and dangerous course of fiscal austerity. Indeed, the vast majority of candidates from
both parties have presented a limited vision of their leadership capability on fiscal issues.
These forces of austerity and scaling back the role of the public sector on both policy
and programmatic fronts must be countered with a bold, new and imaginative assault on
human resource and labor market problems. Lahor market policies and programs must be
restored and strengthened. New investments in education, job training and job creation
must be launched. The United States’ role in fighting poverty around the world and
stimulating the economies of Third World countries must be reborn. Only then can they
play a growing and just role in the global economy, leveling off our trade balances and
strengthening the world economy.

We will propose to the next Administration, either Democratic or Republican, that it
convene an economic summit between itself and the Congress to negotiate and devise a
specific time table and strategy for pursuing the goals of Humphrey-Hawkins, for

.improving the quality of existing and new jobs, for investing in the skills and

preparation of cur workforce, and raising the standard of living for iower and middie
income population groups. At the top of a limited list of domestic initiatives, which
could be accomplished in the first year of the next Congress and Administration (from
which we would chot-ase specific legislative proposals), would be:

o  ADECENT INCOMES INITIATIVE, including indexing the minimum wage,
expanding the Earned Income Tax Credit, and establishing a national minimum
public assistance benefit level.

o  ADECENT WORKPLACE INITIATIVE, including paid maternity leave, parental
leave, a national child care system, minimum health care benefits, and
improved capacity of workers to organize and work in a safe and healthy
environment.

0 A HUMAN INVESTMENT INITIATIVE, including a doubling in size over five
years of compensatory education programs for poor children, the Job Corps,
the summer youth jobs and basic skills program, and post-secondary education
programs for poor and minority youth., Within this category would also come a
fundamental restructuring of the Job Training Partnership Act (with a more




64

balanced role for business) and the nation’s Employment Service to reform
performance standards to assure that job seekers are no longer shuffled in and
out of poverty level jobs. (As the system improves in its capacity to move
people out of poverty, it too would be doubled in size.)

o A COMMUNITY DEVELOPMENT INITIATIVE, including a doubling over five
years of housing, infrastructure and environmental protection programs, with a
critical assessment of the cost-benefit ratios associated with their impact on
job creation versus other forms of public and private investments. Such
programs must also be more clearly targeted on areas of greatest need,
especially where joblessness and underemployment is high, and be supplemented
by direct federal job creation for the long-term unemployed in transitional
jobs at a decent and prevailing wage.

These initiatives are ambitious but doable, if the political will can be mustered and
new leadershipis forthcoming in 1989. Mr. Chairman and Members of the Committee, I
thank you for the opportunity to present these views and make these recommendations.

I would be pleased to answer any questions you might have.



Table 1
on Past and Future Farnings*
1986-2000 1979-86 1973-79
Occupational Shift 0.6% 1.0% 0.6%
Industrial Shifts -1.4 -1.4 -0.7

*The effect of employment shifts on the average wage.

Source: EPI analysxi of BLS wage and employment data and BLS employment
projections.® 3

Table 2
N . Earnings in E s i
Expanding Industries . $7.70 $257.73
Contracting Industries $9.93 $402.30
Ratio (2/1) 1.29 1.56

*Expanding and contracting defined by growing or declining shares of employment in 1979-85.
**Measured at 1985 wage levels.

Source: EPI analysis of BLS wage and employment dataﬁ‘ "I
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Introduction

The National Committee for Full Employment (NCFE), a public policy research and
education organization focusing on national employment policy, recognizes that devising
and implementing solutions to joblessness and underemployment requires comprehensive
approaches involving all sectors of society. Analysis of social, economic and demographic
trends reveals, furthermore, that the nature of unemployment has been both changing and
poorly understood in the part. Ups and downs in the business cycle provide only partial
explanations and have bccomev less significant predictors of economic opportunity. Rapid
internationalization of the economy and technological advancements, combined with fiscal
crises and a broad retrenchment from public investments in human resource development
and job creation in the last decade, have spurred new forms of structural unemployment
and underemployment. These problems must be addressed.

NCFE, and its sister organization the Full Employment Action Council, believe
political leadership and the will to take action both derive from broad public awareness
of the issues and give impetus to broad public concern, The 1988 election season provides
the opportunity to do both: the public can gain deeper insights into the nature of our
employment problems and their solutions; candidates for national office can be challenged
to demonstrate their knowledge of the nation’s economic and social structure and to
mobilize public support for their programs and policies.

Such leadership is now more crucial than ever. The Congressional Budget Office
estimates each percentage point of excess unemployment costs the US Treasury $44
billion in lost tax revenues and payments for unemployment compensation and other
social benefit programs. By this conservative measure alone, unemployment has added
more than $900 billion to the federal deficit in the 1980°s, which does not take into
account the effects of underemployment and the human costs of disrupted lives. Now,
the ever mounting federal deficit is being blamed for crises in our financial markets.

Further cutbacks in domestic programs are being sought by some. Others seek to slow
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or halt military build up. Most avoid the revenue side of the equation. Few give
substantive recognition to the need to invest in the future, in education and training, in
job creation and labor market adjustment; in short, in our people and their potential.

As part of its contribution to this leadership development process, NCFE established
an ad hoc working group of economists, employment, training and education experts, and
religious, civil rights and labor leaders in November, 1986, to draft a series of policy and
program recommendations on the means and methods necessary for moving the nation
towards a full employment society. This policy recommendations document, "On the Road
Again ix Point Agenda Towar Full Employmen ciety,” has gone through
seven drafts, has been reviewed by the NCFE Steering Committee and numerous other
public interest organizations at each stage, and is now being published in working draft
form and widely circulated to NCFE coalition members and their affiliates and others for
comment and endorsement.

Simultaneously, the "Six Point Agenda .. ." is being submitted to all presidential
candidates of both major politicai pariies for their review and comment, along wiih a
series of "Candidate Questions on Jobs and the Economy.” Responses to the candidate
questions will be published in early Spring, 1988,

This document has been developed to stimulate broader public debate and discussion
on employment issues during the 1988 clection year. Readers are encouraged to: share it
with their colleagues, families and friends; provide their comments and suggestions; and
finally, if they find themselves in general agreement with the substantive proposals and
thrust of this "Six Point Agenda .. .", provide their individual and/or organizational
endorsements.

In early Spring, 1988, this "Six Point Agenda . .." will be published in final form,
with organizational and individual endorsements, as a "1988 Bj-Partisan Platform Plank on
Jobs and Joblessness" for submission to both major political parties.
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Preface

American economic thought has gone through recurring cycles. Some periods reflect
the preeminence of free enterprise and reliance on market forces to determine the path
of growth; at other points what is stressed is an activist government that defines a
common good and promotes the general welfare. The reality is that we have and always
have had a "mixed economy,” with varying, but important, roles for government, business,
labor and a uniquely American nonprofit voluntary sector.

America’s job creation machine and the labor market processes that make it run are
no exception to the concept of a "mixed economy." From the earliest days of canal
building to the massive investments in highway construction and space exploration two
and three decades ago, and in military hardware during the first half of the 1980s,
government has stimulated job growth. Similarly, the advent of free public education,
land grant colleges, child labor laws, the eight-hour workday, the public employment
service, the right to organize unions, the minimum wage, unemployment insurance, equal
employment opportunity laws, occupational health and safety regulations, retraining to
meet the changing demands of automation, and summer jobs coupled with remedial
education for poor teenagers, are all examples of the advances (some modest) made in
shaping the machinery of labor markets.

Americans, like many people around the world, define themselves in large measure

by the work they do or want to do. For most, their job is the source of their family
income. It is how and where they spend the majority of their waking hours as adults,
It is their path to economic prosperity and security, to more leisure time and retirement,
to carrying out their roles as parents and members of the community. For too many, it
is also the source of failed expectations, lost hope, broken families, debilitating injuries
and illness, a falling standard of living, and uncertainty, even fear, about the future.

This has always been especially true during periods of economic recession.
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In the last two decades, however, rapid technological transformations, globalization
of market forces, and demographic changes have led to stagnant or falling income and
substantial unemployment during the upswing, even at the peak of a recovery period.
Economic recovery no longer means high-quality job growth, a rising standard of living,
and a more cqual distribution of economic opportunity. The 1981-1982 recession was the
deepest and most shattering downturn since the 1930s. Some regions of the country and
some urban and rural areas have yet to recover. Some industries perhaps never will.
Some population groups simply languish, barely surviving.

Instead of hope, which usually accompanies an economic recovery period, there is
uncertainty, at best, and a lowering of expectations. Fifteen years ago, today’s level of
unemployment and underemployment would have been regarded as intolerable. Through a
series of peaks and valleys in the business cycle, decreases in unemployment rates have
fallen short of previous lows, and the nation’s threshold of economic pain has crept
tragically upward.

Nine of the 10 highest annual unemployment rates since World War II have been
reached in the last decade. Too many now wonder if 6-7 percent unemployment is not
the best that our economy can achieve. The overall unemployment rate, however, is only
part of the story. The rate and quality of job growth are on the decline. Duration of
unemployment is longer. And our position in the world e¢conomy is more tenuous.
Analysis of these and other trends yields the following findings.

] I f job growth is down more_than hird, Between 1975 and 1980,

a period affected by both the 1973-1975 and the 1980 recessions, the American
economy grew by some 13.5 million net new jobs, or an average of 2.7 million
per year. In contrast, from 1980 to 1986, America’s job creation machine
generated only 10.3 million jobs, or 1.7 million annually, representing a rate of
growth some 37 percent lower than in the last half of the 1970s. (If the
nation’s population growth rate in the 20 to 30 year old bracket had not
stowed by 20 percent during the 1980s, today’s unemployment rates would be

even higher.)

[} The proportion of low-wage full-time ¢mployment is on the rise. Numerous
studies, including work done by economists at the government’s Bureau of

4
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Labor Statistics (BLS), point to increases in low-wage jobs. For example, the
number of new full-time, year round workers earning half the median wage for
all workers fell by 10 percent between 1963 and 1973; but by 1978, the
numbers of such workers rose by 12 percent, and since 1978, it has shot up by
nearly a third.

BLS economists also found that full-time employment rose 25 percent
between 1975 and 1985; net new jobs in the bottom third of the income
distribution accounted for 51% of the increase. This research documented
long-term employment shifts into high-paying occupational categories (a
widely reported trend since the 1981-1982 recession), but found a shift
toward lower pay levels in each category. Further, it should be noted,
high-paying occupations employ fewer workers, and high rates of growth
in these occupations are a misleading barometer of economic progress.

Involuntary part-time ¢mployment is increasing. The number of people working
part-time who wanted full-time jobs but could not find them or who had been
reduced to part-time schedules, accounted for 3.2 percent of the labor force,

or 3.4 million workers in 1979, four years into the recovery period. By 1986,

at a similar point in the recovery from the 1981-1982 recession, nearly 5.6
million, or 4.8 percent of the labor force (a substantial increase over 1979)

were involuntarily in part-time jobs.

is lasting longer. The average duration of unemployment in
1986, stood at 15 weeks, up about 36 percent from the 11 week average in
1979. Similarly, while 20 percent of the unemployed were jobless more than 15
weeks in 1979, more than 27 percent were without work for more than three
months by 1986, Men in the prime age categories and at the peaks of their
earning power had the longest periods of joblessness in 1986: those 35-44
years old averaged 21 weeks, 45-54 years old averaged 24 weeks, and those 53-
64 years old averaged 27 weeks.

The reasons for unemployment are changing. Profound structural shifts in the

economy, rather than ups and downs in the business cycle, better explain much
of today’s joblessness. Between 1979 and 1986 the goods-producing sector of
our economy, which accounts for the vast majority of our trade balances in
global markets, suffered a net loss of nearly two million jobs. During this
same period, BLS data reveal more than 12 million workers (half of whom had
held their previous jobs for over three years) were displaced because of plant
closings or permanent layoffs.

In a study of the 1984 labor-force status of workers dislocated between 1979
and 1983, it was found that only 62 percent were employed, while 14 percent
had left the labor force,'and 25 percent were officially unemployed, more than
three times the overall 8 percent unemployment rate for 1984. Moreover, two-
thirds of dislocated workers had below-average earnin’gs on their previous jobs.
Manufacturing accounts for 42 percent of dislocated workers, and support
industries, including transportation and wholesale trade, make up the balance.
The highest rates of dislocation are in the South, the Plains states, and the
Upper Midwest.

ri n male work ien r rdshij in
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closures and layoffs. While rates of economic dislocation are somewhat higher
for minority workers (14 percent for Hispanics, 13 percent for blacks, and 12
percent for whites), the disproportionate impact on minority and female
workers is seen in the duration of their joblessness and the subsequent fall in
their wages. While the average male, blue-collar worker was unemployed after
dislocation for 25 weeks, female blue-collar workers averaged 44.7 weeks,
black, male blue collar workers were jobless for 55 weeks and black female
blue-collar workers averaged an incredible 97 weeks. Earnings losses for both
male and female blue collar workers averaged 16 percent, but women who lost
white-collar or service jobs suffered nearly double the losses of their male
counterparts in these occupations.

[ ssn nd lack of preparation for the labor market among youn 1
ing wor ven tho he vouth ulation js declining. While the

number of 16-19 year-olds fell by 14 percent between 1979 and 1986, the
number of emploved teens dropped by nearly 20 percent. For blacks and
Hispanics the situation is worse. On average, in 1986 only 25 percent of black
and 33 percent of Hispanic teens were at work, in contrast to 49 percent of
white teens. Similarly, black and Hispanic teen unemployment rates (which
mask lower labor-force participation rates) continued to be disproportionately
higher in 1986, 39 percent and 25 percent respectively, compared with 16
percent for white youths. Education levels, moreover, do not explain these
differences, as the unemployment rate for black high school graduates is 20
percent higher than that for white high school dropouts. This ongoing
disparity may in some ways contribute to both lower labor-force participation
rates for black teens as they question the value of education, and dramatically
higher dropout rates for both Hispanic and black high school students.

These problems, however pervasive and sometimes disheartening, do have their
solutions. In point of fact, many of them would be much more severe if it were not for
current efforts in the public, private and voluntary sectors. The policy recommendations
outlined below acknowledge the importance of many current efforts. The last decade,
however, has been one of massive governmental retrenchment, where national leadership
on the domestic social and economic fronts has been penny-wise and pound foolish. This
"Six Point Agenda Towards a Full Employment Society," developed by the National
Committee for Full Employment (NCFE) in anticipation of renewed public debate during
the 1988 clection campaigns, can put the nation "on the road again” to a more just and

productive economic future.
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INVESTING IN HUMAN RESOURCES AND STRENGTHENING LABOR MARKET INSTITUTIONS

1. Preparing the Future Generation

America’s economic future depends on how well we prepare future generations for
the world of work. NCFE recommends policies and programs which reaffirm the nation’s
commitment to equal education opportunity and promote the acquisition of basic skills
(reading, math and oral communication) that make advanced training possible.

[ Federal funds should be restored for education programs of proven effective-
ness, including Chapter 1 in elementary schools, handicapped and bilingual
education, Head Start, Job Corps, and magnet schools.

[} Community based organizations (CBO’s) of demonstrated effectiveness provide a
unique and critical linkage between economically disadvantaged individuals and
opportunities for employment preparation and work experience. Federal, state
and local governments should therefore make greater efforts to utilize CBOs in
service delivery systems to reach underserved population groups.

o Additional federal funds should be provided for remedial education programs in
middle schools and high schools, and for dropout prevention and recovery
programs. A nationwide "Stay-in-School” program to reduce high school
dropout rates should be launched, providing jobs (part-time during the schooi
year and full-time in the summer) to disadvantaged teenagers contingent on
school attendance and acquisition of basic skills. Particular attention should be
focused on young people who are already parents; those who have had multiple
foster care placements; those who have special needs because of disability,
neglect or abuse; and those who are at risk of dropping out because they are
performing below grade level.

[ The federal government should commit itself to guaranteeing access to post-
secondary education by restoring and expanding student assistance, particularly
TRIO programs (Upward Bound, Educational Opportunity Centers and Talent
Search), grants, and services to older and returning students. Alternative ways
to increase black and Hispanic enroilment and retention at the post-secondary
level, and to contain student indebtedness and college costs at public
institutions should be experimented with and explored.

[ Additional funding at the federal, state and local levels should be allocated for
cooperative education programs that help young people make the transition
from secondary and post-secondary education to work by integrating part-time
work experience into related academic curricula.
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2. Strengthening Labor Market Institutions and Easing

Economic Transition

Broad education policies and investments must be supplemented by targeted programs

to assist groups that bear a disproportionate burden of unemployment, are discriminated

against, or for other reasons cannot compete successfully for jobs. These programs should

be locally designed and managed, with appropriate federal oversight and provision of

technical assistance to assure that model programs of demonstrated effectiveness are

adapted and replicated across the nation. Current programs serve between 3-5 percent of

the populations in need of assistance.

With over 2 million jobs lost each year to plant closings, permanent layoffs, and

farm foreclosures, federal action is urgently needed. NCFE recommends policies and

programs to avert such massive dislocation wherever possible, and to reduce the burden

of transition on displaced workers.

V]

A Carcers Investment Initiative should be launched with existing federal

funding and matching state, local and private financing for job training;
existing funds should be expanded and consolidated under tri-partite boards to
provide the unemployed and underemployed with education and job-readiness
skills necessary to meet the requirements of new technical, professional and
skilled occupations. Special attention should be given to occupations in basic
manufacturing, agricultural, mining and construction, and service industries,
which support the goods producing sector, with emphasis on strengthening
vocational and technical schools, land grant colleges and extension services,
and schools of engineering and science. Income supports should be provided to
students and trainees on the basis of need and contingent on performance.

A new Workplace 2000 Injtjative with federal support and matching state, local
and employer financing should be launched to strengthen in-plant and
agricultural, on-the-job training to help current workers upgrade skills and
adjust to anticipated changes in technology.

Large and medium-sized firms should be required to give employees and
affected communities advance notice of a business closing or mass layoff.
Federally funded "rapid response teams" supported by an "early warning
system" in each state should coordinate assistance to displaced workers at the
worksite, wherever possible. Services to displaced workers should include job
counseling, training and income support during retraining and should be closely
linked with the Careers Investment and Workplace 2000 Initiatives. Firms in
danger of closing should be encouraged to consult with workers and state and
local governments to explore alternatives to permanent layoffs or facilit}:
closings.
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[ Existing equal employment opportunity (EEO) laws and executive orders, which
can dramatically increase access to a changing labor market, including
affirmative action plans and federal contract compliance efforts, need to be
strengthened and vigorously enforced, with adherence to goals and timetables
for minorities, women, the older worker, the disabled and others who have
historically been excluded.

3. Protecting Family Income and the Ability to Adapt to Changing
Labor Markets

Federal policies and programs have long played a significant role in raising the
incomes of American workers and improving the quality of their lives. In recent years,
however, as federal protections have eroded, incomes have fallen and inequities have
grown, At the same time, as the number of women participating in the labor force has
been growing and their participation has become vital to the economic stability of the
family and American consumption patterns, arcas like child care, parental leave and wage
discrimination have been virtually ignored or mired in controversy. The results are both
hardship for families and rising numbers of children at risk of growing up in poverty,
their personal development stunted.

NCFE recommendations seek to address these family issues and also assure a more
equitable shouldering of the burden of hard times and fairer sharing of the abundance of
economic prosperity to come.

[ A national child care and parental leave policy must be forged. Only
significant federal support can assure the adequate, affordable child care
needed to support working families, especially single-parent families. Only
federal standards for parental leave will assure their existence and mitigate
against the whims of the marketplace. Funds should be increased for the Title
XX Social Services Block Grant program; its scope should be broadened to
include middle-income families; a portion of Title XX funds should be set aside
specifically for children. Federal funding should be expanded for after-school
care, child care for adolescent mothers, training and certification for
caregivers, and information, referral and resource programs development.
Incentive funds should be provided for community institutions, ranging from
public housing authorities to school systems, to provide child care at reason-
able cost and convenient locations. In like manner, incentive funds should be
made available for the start-up of employer-based child care facilities.

° The unemployment insurance system should be restored and strengthened; it is

9
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the laid-of f worker’s first line of defense. The taxable wage base should be
raised to 65 percent of the average annual wage to assure adequate funding.
Benefit levels should be raised to two-thirds of the beneficiary’s previous ’
wages, with a cap of 75 percent of the state’s average wage. In states and
areas undergoing massive economic change and excess unemployment, benefits
coupled with retraining and adjustment services should be available for up to
two years.

o The sharp drop in the real value of the minimum wage over the last decade
should be reversed by raising the minimum wage to 50 percent of the average
hourly wage in private industry. The increase should be accomplished in three
steps to minimize any disruptive effects. Thereafter, the minimum wage should
be indexed to inflation to prevent it from slipping in the future.

o A renewed commitment to equal opportunity is necessary to end all forms of
economic discrimination, including wage discrimination, job segregation, and
systematic undervaluation of work performed primarily by women and
minorities. Existing laws should be vigorously enforced, including adherence to
goals and timetables. New legislation should expand the principle of equal pay
to include equal pay for work requiring comparable output, skill, effort and
responsibility.

4. Direct Federal Job Creation: Meeting Community Needs and Providing
Transitional Relief

Persistent high unemployment rates, particularly in some communities and areas of
the country, mean that education, training and other investments in human resource
development will have only limited short term benefits for many of the people who are
served by these efforts. State governments have increasingly recognized the need to
spur private sector job creation in recent years and have initiated a variety of economic
development partnerships and similar programs. In some instances, education and training
institutions and programs can be more effectively linked to publicly sponsored economic
development efforts. These economic development initiatives can also be held more
directly accountable for the actual numbers and quality of jobs which have been
promised. Those deemed successful can and should be expanded. Experience also teaches
us, however, these initiatives take many years to yield significant results.

In the interim, government cannot continue to ignore its responsibilities on the job
creation front. To do so perpetuates the "revolving door" nature of training and

10
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retraining programs in some labor markets, which simply do not have enough decent
paying year-round, full time jobs, and for some population groups which lack appropriate
previous work experience to demonstrate their capabilities.

This vacuum on the job creation front also ignores needed community services,
which government and non-profit organizations could be providing, and further postpones
attention to maintaining and developing our physical, public infrastructure. NCFE’s
recommendations give recognition to needs which free market forces in the public,
private and voluntary sectors are often either slow to respond to or cannot do so

without national leadership.

[} A Fresh Start Program should be launched with people working at entry-level
wages for up to one year performing needed community services at the state
and local levels in areas such as public safety, health care, libraries, child
care, education, social services, and energy conservation. Sufficient federal
funds should be available to employ up to 20 percent of those who have lost
jobs or are seeking reentry or initial entry into the labor force. Further, these
jobs should provide at least one day per week for structured remedial
education, related occupational skills training, and job search activities.

[ An Infrastructure Investment Initiative would address the widespread
deterioration of many public facilities, including bridges, water and sewer
systems, transit systems, ports and libraries, public housing and short term
shelters, and other public buildings. Major restoration and repair work is
needed. In addition, needed public works projects in many areas should be
created. Primarily private contractors would perform the work under the
guidance of appropriate government agencies. Because of the start-up time
involved in many such projects, a "shelf" of public works should be developed
at all levels of government to facilitate the implementation of an
infrastructure repair and rebuilding effort. A combined federal-state-local
funding approach (similar to the federal highway trust fund) should be
developed and consolidated.

5. The Federal Reserve, Responsible Monetary'Policy and Inflation

The existing economic policy-making system leaves monetary decisions in the hands
of the Federal Reserve Board (FRB). Without adequate structural accountability, the
FRB's actions are frequently in conflict with the nation’s social policy and have

consistently sacrificed employment to the fight against inflation.

i
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Beset by rising inflation in the 1970s, higher unemployment has become the chief

cconomic tool to achieve lower inflation, and in the 1980s is credited, in part, with

reducing inflation. But are we better off? American workers are suffering declines in

real wages because wage gains have not kept pace with even these recent low rates of

inflation. Real compensation per hour fell one percent since the late 1970s. During the

same time, productivity rose by more than seven percent. Thus, low inflation rates did

not lead to income gains for workers even though there have been productivity gains.

Some major economists express concern that falling unemployment rates and the

possibility of rising inflation signal a renewed inflationary trend. Their priorities are

skewed, however; generating employment and income growth commensurate with

productivity growth ought to be the primary concern.

The NCFE recommends:

]

The FRB’s membership more evenly reflect major sectors of the economy, and
that its fiscal and monetary policies work in harmony with Congress and the
goal of a full employment economy. NCFE rejects the use of unemployment
and recession or restricted growth as the chief weapons against inflation on
both moral and economic grounds. Anti-inflation strategies should be directed
at root causes: the specific sectors of the economy that account for the bulk
of the inflationary pressures.

Key clements of an anti-inflation program should include sound energy policies
to foster independence from foreign oil and its manipulated pricing, vigorous
efforts to expand and upgrade the housing supply in order to relieve the
inflationary ‘pressure created by housing shortages, and a firm commitment to
health care cost containment.

Adequate fuanding should be allocated to the Justice Department’s Anti-Trust
Division, the Federal Trade Commission (FTC), Securities Exchange Commission
(SEC) and other responsible federal agencies so they can effectively guard
against abuses of market power, such as price-fixing, in sectors of the

economy with highly concentrated ownership. Further, corporate mergers and
acquisitions, coupled with largely unregulated multi-national corporations, often
represent an enormous wastage of potential productive capital, wreck havoc in
the lives of millions of Americans, and sometimes result in unwarranted price
structure .
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6. Planning for the Future and Maximizing Our Resources:
Competitiveness in Our Global Economy

Compared with our economic rivals, American investors, managers, workers and
government officials have been woefully shortsighted. The sorry results are evident in
our deteriorated international competitive position and our declining living standards. The
predatory practices of some established and newly industrialized countries can no longer
be tolerated in the name of "free markets” which are anything but free, let alone fair.

Our national goal remains to maintain and ¢nhance our standard of living- a goal
which has been made infinitely more complex and difficult by the challenges of global
competition. First, we must realize that achicving a greater capability to compete is not
an end in itself, but a means to preserve and improve our standard of living while
creating opportunitics for less developed countries to expand their own. Secondly, we
must be aware that achieving competitiveness involves improving our international
economic arrangements. We must develop a strong, modernized system of international
trade law that is capable of meeting our needs in an increasingly challenging world. We
must assure ourselves of the ability to deal with unfair trade, and with the disruptions
caused by sectoral surges. Where bilateral trade deficits are too high, we must have the
means to deal with them directly. And we have a right and obligation to require our
trading partners to observe internationally accepted labor standards.

The NCFE recommends cooperative strategies toward a revitalized economy:

[ A broadly representative Council for Economic Progress, representing the labor,
business, government and public-interest sectors should develop coordinated,
long-run economic plans, balancing the neceds and interests of each group. The
council and its subgroups should assess trends in specific sectors of the -
economy, and on the international trade front, how public policy affects these
trends, and their impact on individuals and communities. Its economic plans
should guide federal budget priorities, identifying strategic investments in
physical infrastructure and human capital needed to advance long-range
objectives. The Council would also provide the business sector with better
information so that it could more effectively plan for future markets and
production demands.

[ In view of depressed farm prices and purchasing power, the collapse of

13
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farmland values, a 50 year high in farm foreclosures and liquidations, the
decline in agricultural export earnings and the record treasury outlays, our
nation’s agricultural policy needs special attention by the Council for Economic
Progress. The Council should pursue a policy of "managed abundance” which
would assure the production of sufficient goods to meet the needs of the
nation, but avoid the production of surpluses that have no visible markets and
which bankrupt producers and endanger needed farm productive capacity. Such
new policies and programs should sustain the family farm structure of
American agriculture, benefitting consumers and U.S. industries. An overall
farm and food policy also needs to concern itself with demand expansion, since
a significant cause of the farm economic crisis is related to widespread
poverty, high unemployment and a stagnant American standard of living.

14
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A. 1988 Presidential Candidate Questions

An NCFER policy paper, "On the R Again: A Six Poin enda Toward Full
Employment Society", is being provided to each Presidential Candidate for their review
and comment. The questions below address major issues covered in the "Six Point
Agenda ..."

Candidates are asked to provide written responses of 100 words or less to each
question. Candidate responses will be published in early 1988 and widely disseminated to
NCFE coalition members and their affiliates across the nation.

1. Should signs of an impending recession appear on the economic horizon before or
early in your administration, what steps are you prepared to take to avoid a severe
recession and to ease the burden of unemployment and income loss on American
families? What standby authority does the President need to respond to this
situation?

2. Even in a booming economy, some population groups, industries and regions of the
country experience labor market problems. What policies and programs are
necessary in these instances?

3. What policies and programs are you prepared to initiate to prepare the nation’s
youth for the future workforce. How will you specifically aid minority and poor
youth in the nation’s inner cities and depressed rural areas?

4, National public opinion polls from various sources show Americans are concerned
about a range of employment issues, including the eroding value of the minimum
wage, the need for parental leave and adequate health insurance coverage, and
dissatification with pensions, job security, and workplace safety. Where do you
stand on these issues and what will your administration do to restore credibility
and predictability to people’s perception of their economic future?

5. In your mind, what is the relationship between unemployment, inflation, and
monetary policy?

6. How would you define a full employment society?
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B. Endorsements

This document has been developed to stimulate broader public debate and discussion
on employment issues during the 1988 clection year. Readers are encouraged to: share it
with their colleagues, families and friends; provide their comments and suggestions; and
finally, if they find themselves in general agreement with the substantive proposals and
thrust of this "Six Point Agenda .. .", provide their individual and/or organizational
endorsements.

In early Spring, 1988, this "Six Point Agenda . .." will be published in final form,
with organizational and individual endorsements, as a " i-Parti Pl rm Plank

Jobs and Joblessness” for submission to both major political parties.
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Representative Hawkins. The next and final witness is Mr.
Stuart Tucker. Mr. Tucker is a fellow at the Overseas Development
Council. He is coeditor of ODC’s recent publication “Growth, Ex-
ports, & Jobs in a Changing World Economy: Agenda 1988.” He has
been a research consultant for the Inter-American Development
Bank, the Urban Institute, and the Roosevelt Center for American
Policy Studies. He has written on U.S. international trade policy,
including the linkage between the debt crisis and U.S. exports and
jobs, the impact of the U.S. Caribbean Basin initiative, the U.S. ag-
ricultural trade policy and the role of tariffs and nontariff barriers
and credits in U.S. trade policy.

Mr. Tucker, we are delighted to welcome you.

STATEMENT OF STUART K. TUCKER, FELLOW, OVERSEAS
DEVELOPMENT COUNCIL

Mr. Tucker. Thank you. The prepared statement that I have
submitted is substantially brief but, I think, concise and very thor-
ough review of the basic conclusions from the study that you men-
tioned that I coedited with Mr. John Sewell, “Growth, Exports, &
Jobs in a Changing World Economy: Agenda 1988.” What I would
like to do today is simply highlight the key aspects of those conclu-
sions as it relates to the agenda of these hearings and to reinforce
much of what my colleagues have already said and to point to one
aspect that I think hasn’t yet been mentioned.

The first main concern that we have here is that there has been
this portrayal of a short-term success in the last portion of the
1980’s. In fact, many of the witnesses have already mentioned the
underlying weaknesses of those successes, and I would like to point
out that one of the biggest weaknesses is the U.S. trade deficit.

In doing the study we put together some projections as to how we
could correct the U.S. trade deficit and how that would eventually
relate to U.S. growth, exports, and jobs.

The one thing that was most disturbing about this set of projec-
tions was that the conventional wisdom we have been hearing
around town falls way short. As Mr. Lawrence has said, we need
roughly 10 percent per year export growth over the next short-
term period, 4 to 8 years, perhaps.

The conventional wisdom says we can obtain that growth by
having strong growth in our main industrial country partners,
Japan and Western Europe. We found this so-called truth to be ab-
solutely incorrect. There is insufficient demand in those markets
for our goods to maintain a strong U.S. export growth rate.

Therefore, we did some more projections to find out what further
we had to do. Dropping the value of the dollar certainly is one
aspect of that; getting our macroeconomic policies correct in terms
of the budget deficit is another major aspect.

But the one thing that hasn’t been mentioned in most discus-
sions and we found to be very important if we are to keep this
economy going is to support growth in the Third World. Without
that growth, our projections show that the U.S. trade deficit after
the next 4 years, during the term of the next President, the trade
deficit will still be substantially high. By 1992, without growth in
the Third World, we are going to see such pressures on our own
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debt situation that foreign creditors would have an absolute stran-
glehold over decisionmaking in this country, and interest rates, in-
flation and all the other factors in U.S. macroeconomic situations
would be in effect held hostage to foreign capital interests.

This obviously is not in the interest of the U.S. economy. So in
the next several years we have to radically correct our policies to
change the U.S. trade deficit in order that we can determine our
own economic fate.

To do that we need the assistance of the Third World, those de-
veloping countries who right now largely are facing very low
growth rates because of a debt crisis. Back in the 1970’s they pro-
vided the major dynamic force in the world economy. To recapture
those countries as the major driving force in growth in this world
economy we need to do a number of things. We have outlined them
in the book and I am not going to go into any detail. But the point
is that we need substantial growth there, and that is going to re-
qu(ilre substantially different action on debt management world-
wide.

The book that we wrote largely has a long-term focus. We only
did those projections to take a look at where we are going, and how
we are going to get from here to there. Once we get to there, that
is, the mid-1990’s, how is this economy going to survive beyond
that? Moreover, are we going to be competitive?

The book we commissioned largely looks at those long-term
issues: Technological change and high tech industries; service job
growth; and agricultural competitiveness in a growing world agri-
cultural glut. Several other sectors were also reviewed.

One of the chapters that was provided to us dealt with the world
labor market. We see the same story emerging there, that in effect
job creation in this country may be under substantial pressure but
it is in even worse shape in the Third World where that growth
must come from.

If we are going to see those countries grow and provide substan-
tial demand for world market goods, we are going to have to see
substantial growth in job creation in those countries as well. Over
the next 15 to 20 years we need to see roughly 600 million jobs cre-
ated in developing countries just to keep their current unemploy-
ment and underemployment rates stable, which, I might add, are
extremely high. Already 40 to 50 percent of the Third World’s work
force is underemployed or unemployed, and by underemployed I
mean the typical things we have heard about already in this hear-
ing, someone taking a job at a wage half of what they are really
capable of providing to their economy. Or even less. So the long-
term concerns also focus job creation in the Third World.

This brings up the question, what does technology have to do
with job creation? One of the things that has already been men-
tioned by the commissioner of the Bureau of Labor Statistics is
that this economy is going to run into some severe resource con-
straints on the labor side. We in effect are not producing enough
skilled employees for some of the high technology jobs that will be
created in the future. Furthermore, our own population growth
rate is relatively low. We are not going to be seeing substantial
amounts of labor force growth rate in the future.
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But our study does point to something that Mr. Anderson has
mentioned, and that is that we are going to increasingly see that
the low end of the job market is having trouble finding jobs, that in
effect they don’t have the skills for the future world market, and
they don’t have the skills necessary for U.S. production in a com-
petitive world situation. And, therefore, we are going to be in a sit-
uation where out labor market is increasingly becoming bifurcated
or dualistic. We will have a separated, dualistic market with part
of the workers in very skilled positions, well trained, capable of
adapting to new work situations, shifting jobs easily.

On the other side you have a significant portion of our work
force, including a large portion of blacks, Hispanics and women,
not having the skills necessary to take on the tasks of industry in
the future. Therefore, we find that the U.S. has to take a look at
this long-range situation and begin to act now.

While we do have the short-term considerations of the U.S. trade
deficit to rectify, we cannot postpone action on the long-term front
while we deal with those short-term issues.

We need to begin to move rapidly on labor force education issues,
on trade adjustment assistance, on a whole range of issues, some of
which have been outlined in the policy actions that I have men-
tioned here.

Research and development, for instance, is a very important part
of labor productivity in this economy, and we are beginning to lag
behind compared to previous decades.

Immigration policies. As I mentioned, we are not having the
labor force growth rate of many other countries. We are going to
be faced with the decision as to how many people to let into this
country, some of them skilled, some of them unskilled. We need to
be careful that this doesn’t hurt our own work force, but we also
have to recognize that is an important resource that we can draw
upon for our own productivity in the future.

Finally, we must be concerned with labor rights in the Third
World, because if we are going to see job creation have an impor-
tant impact upon income growth and demand for world goods in
these countries, we must have some sort of distribution of income
and labor across a broad front, and labor rights are an important
aspect of that.

I would just conclude by noting that our study reinforces perhaps
an adage that we have been pushing for a long time but one that I
don’t think has been heard enough, and that is that this country’s
own self-interests are fundamentally tied to development in the
Third World and that we need to see how the U.S. can play a lead-
ership role in fostering growth in those developing countries.
Thank you.

, [Tl'ie joint prepared statement of Mr. Sewell and Mr. Tucker fol-
ows:
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JOINT PREPARED STATEMENT OF JOHN W. SEWELL AND STUART K. TUCKER

"Growth, Exports, & Jobs"

I am pleased to speak with you today about domestic and
international labor force trends in the coming decades and the
implications for U.S. policy. Our testimony is drawn from the Overseas

Development Council's recent publication, Growth, Exports, & Jobs in a

Changing World Economy: Agenda 1988, which was co-edited by john W.

Sewell and Stuart K. Tucker and was published in February, 1988.1 The
main conclusijons of the Agenda 1988 are that the Administration that
takes office in 1989 will face a situation without precedent in the post-
1945 period. Like many developing countries, the United States has to

balance its trade accounts, service its foreign debt, and rebuild its
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industrial base. At the same time, the structure of the U.S. economy is
rapidly changing due to technological advances. These changes must be
taken into account in discussing future labor trends. The challenge is

twofold--requiring near-term as well as long-term policies.

The Dual Challenge of Managing the Bconoaic Crisis asd Technological
Change

The immediate task is to restore the health of the global economy

and the international economic position of the United States by taking
the lead in devising measures to support renewed global growth,
especially rapid growth in the developing countries. To do so, in the
short run, the United States must increase its exports, restrain the
growth of its imports, increase national savings, and service its

mounting debt.

Oour current macroeconomic difficulties are superimposed on longer-
term trends of low productivity growth, the attenuation of the U.S.
technological lead in several industries, and intensified competition
from both industrial and developing countries. The world is on the
threshold of a new Industrial Revolution. Rapid technological advances
are radically changing the familiar -economic relationships between
developed and developing nations. The United States must step up
investment in new technologies and new forms of industrial organization
in order to reap the benefits of far-reaching technological changes
taking place in production throughout the world. The kinds of policies

needed to adjust to these technology-driven changes--policies an
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education, training, research and development, and investment in
innovation—-generally have long lead times and, therefore, must be

adopted quickly if they are to further long-term U.S. interests.

In the next four years, the United States must proceed on both of
these fronts at the same time. International competitiveness and
increased exports in the next decade will depend on the successful

management of these priorities through conscious national effort.

The Vital Role of Developing Countries

For the remainder of this century and beyond, the economic welfare
of the United States will be increasingly linked to developments in the
global economy, especially in the developing countries--the most dynamic
"player"” in the world economy. Policies designed to recapture
competitiveness and increase U.S. exports, jobs, and economic growth are
going to have to take into account growth, or the lack of it, not only in
other industrial countries but also in the developing countries.
Heretofore, most analysts have largely ignored the role that the
developing countries play in the U.S. economy, and there is little
understanding of the extent to which resumed growth in the developing
countries could create significant export opportunities for the United
States in the 1998s and thereby improve its international economic

position,

In the last decade, a number of developing countries became major

U.S. export markets as well as important U.S. competitors. The emergence

86-034 0 - 88 - 4
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of the developing countries as important participants in the
international economy occurred as economic linkages between all countries
grew stronger. For the United States, this increased interdependence was
a new development. U.S. imports and exports to the developing countries
grew at 6-7 per cent a year, much more rapidly than exports to
traditional U.S. trading partners in the industrial world. By 1981, the
developing countries were purchasing 41 percent of U.S. exports, a

greater share than Europe and Japan combined.

The experience of the last decade and a half demonstrated not only
the benefits but also the risks of the new importance of the developing
countries to the U.S. economy, however. With the onset of global
recession in the early 1988s, growth rates in the industrial world fell,
interest rates soared, and developing-country growth came to a halt.

U.S. exports to the developing countries dropped from $88 billion in 1988
to $75 billion in 1986. If U.S. exports had grown in the early 1988s at
the rate they did in the 1978s, they would have totaled $158 billion in

1986 (see figure 1).

The employment effects of international trade have become important
political issues because of the secular rise in unemployment during the
1978s and 1983s. This was underscored by the increased share of Third
World exports bought by the United States during this period. However,
careful analysis indicates that, on balance, North-South trade has
resulted in net job gains for the North. A very thorough input-output

study of the employment effects of North-South manufacturing trade by the
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United Nations Industrial Development Organization (UNIDO) confirmed
these findings (see figure 2).2 y,s. industries found large gains in
some high-value-added sectors and losses in low-value-added sectors.
Most of the U.S. job losses linked to trade with the developing nations
have been due to a loss of exports, not to an inordinate surge in
imports.3 The direct decline of exports to the developing countries
between 1980 and 1985 resulted in a loss of about 658,088 jobs in the
United States. Adding in the potential jobs that were never created due
to the lack of export growth, the total actual and potential employment
loss amounted to about 1.7 million jobs, or nearly 21 per cent of total

official unemployment in 1986.4

The Short-term Challenge: Reducing the Trade Deficit

Trade projections recently prepared by the Overseas Development
Council and published in Agenda 1988 underscore the importance of the
middle-income developing nations in improving the U.S. trade deficit in
the next 5 years (see table 1). If trends evident in the beginning of
1987 had continued, the deficit would be roughly $288 billion (scenario
A). The projections show that resumed growth in the industrial countries
will be necessary but not by itself sufficient to increase U.S. exports
and reduce the U.S. trade deficit to manageable proportions. High growth
in industrial countries will yield a U.S. trade deficit larger than $118
billion in 1992 (scenario B in table 1). Sustained and rapid growth in
the middle~income developing countries will have to play a key role. If,
in addition to strong industrial-country growth, growth levels in the

developing countries approach the levels of the 1978s and the pattern of
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negative resource flows to developing countries is reversed, the deficit

may be as low as $70-88 billion (scenarios C and D) .5

Contrary to the trade debate raging, U.S. trade problems with the
developing countries are more the result of the current Third World debt
predicament and weakened developing-country import capacity than to
either unfair practices, or to any fundamental (non-exchange rate-
related) decline in U.S. competitiveness. The key element in solving
U.S. trade balance problems is to support growth in these developing
countries. The only other way the trade deficit would improve is through
import compression caused by a U.S. recession (scenario E shows the
effects of a mild U.S. recession in 1989-98). This is the most painful
way to reduce the trade deficit—and indisputably politically

inadvisable.

The Long-Term Challenge: The Technological Revolution

Technological developments such as qualitative advances in
information processing, CAD/CAM, industrial robots, and new high-speed
global communications networks, in addition to changes in industrial
organization pioneered by the Japanese, are contributing to fundamental
shifts in relations between the United States and the developing
countries. With the appropriate policies, these new developments in
technology could enable the United States to greatly strengthen its
international economic position in relation to both developed and
developing countries in the next decade. Furthermore, these

developments, if properly understood and anticipated by policymakers, can
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strengthen a considerable number of developing countries--an outcome in

the economic and political interests of the United States.

All of the technological changes underway, and their implications,
are still very unclear at this time. The key point is that production
and job outcomes will not be determined by technologies alone. The right
policies can make an enormous difference. In the long-run,
"technological capacity" will be an important determinant of a country's

ability to compete (see table 2).6

Global Labor Force Trends

The new production techniques created by changing technologies will
have a large impact upon labor. The skills that the next generation will
find necessary to run the companies of tomorrow will be different and
will evolve more quickly than those of the past generation. Not only
will education have to evolve, but there will be a greater emphasis on

retraining throughout a lifetime.

On the positive side, the new technologies hold out the hope that
stronger income growth can be achieved, making the absorption of new
entrants into the labor force pogsible. However, beforé this takes
place, production modes and location decisions will have to adapt to the

realities of the global labor force trends summarized below.?

Developing Countries. Between 1985 and 2025, about 95 per cent of

the expected world population growth of 3.4 billion will take place in
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the developing countries. From an economic and labor market perspective,
one of the most important differences between the developed and
developiné countries is the number of workers in the young adult
category, between the ages of 20 and 48. Between 1985 and 2005, all of
the net increase in the world's population in this age group will be in
the Third World. The industrial countries will actually have 14 million
fewer people in this age group in 2085 than in 1985 (see table 3 and
figure 3). These trends will greatly exacerbate the negative employment
situation in developing countries caused by stagnation in the world
economy in the 1988s. Currently, the combined unemployment and
underemployment rate is running at 48-5@ per cent. In the next two
decades, at least 608 million new jobs—more than the current total
number of jobs in .all the industrial market economies--will have to be
created just to accommodate the new entrants into the labor force who are
already alive today. This does not include the job creation necessary to

reduce the unemployment-underemployment rate!

The United States. The rate of growth of the U.S. population and
labor force will slow in the next decade. The growth of the labor force
is expected to slow such that 15.6 million people are added in the '1998s.
Women, minorities and immigrants, however, will account for 8¢ per cent
of the net additions to the workforce between now and the turn of the
century. By the year 2689, women and minorities will account for about
63 per cent of the labor force. Immigrants will grow by 688,088 people

per year through 2068, and add more than 6 million to the workforce.
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Given these trends in developed and developing countries (especially
the increase in migration to the United States from Latin America) the
central employment problem in the United States at the turn of the
century will be how to deal with deep pockets of structural unemployment,
particularly among minorities and immigrants. Many jobs at the turn of
the century will probably require higher levels of education and skills
than today's jobs, even in the service sector (see table 4). A shortage
of skilled, educated workers and an oversupply of unskilled uneducated
workers will increase unemployment overall. A surplus of uneducated and
untrained workers may depress wages and working conditions of low-wage

American workers, as well.

The competitiveness of the U.S. labor force in the 21st century will
largely be a function of our ability to assimilate and train unskilled
workers, and adapt them to quickly changing technclogies. Unless we want
to secure comparative advantage through lower wages, we will need to

implement policies designed to deal with these trends in the workforce.

Policy Implications

The current high levels of global unemployment, underemployment, and
poverty are already very serious problems. Both developed and developing
countries face important and potentially wrenching shifts in employment
patterns as a result of the interaction of the new technologies and
existing demographic trends. The nature of the challenges facing

Northern and Southern policymakers, is, however, quite different.
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Employment problems in developing countries are particularly acute
and likely to be made more difficult by the new microelectronic
technologies that are even more "inappropriate" than older technologies
for the resource endowments of these countries. The biggest problem in
developing countries is creating the jobs necessary to reduce the high

rate of unemployment and underemployment.

The United States, too, has an employment problem, despite the large
number of jobs created in recent years. In the 1998s, both population
and the work force will grow more slowly in the United States, and labor
markets are likely to be much tighter (depending, of course, on the
impact of technological change, migration, retraining of existing
workers, and above all, economic growth). Many of the jobs that will be
available will moreover, require higher levels of education and skills.
The central problem, therefore, is how to deal with deep pockets of
structural unemployment (particularly among black and Hispanic youths)
and with growing segments of the work force that lack the skills
necessary for the new technologically sophisticated jobs. In short, the

U.S. work force is in danger of becoming increasingly bifurcated.

Policy actions to increase jobs for Americans will be needed in five
interrelated areas:
1. Strengthen the U.S. work force and competitiveness. The United States
can seek to compete internationally either by lowering wages and the real

income of Americans or by initiating now a major national effort to
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improve management and production systems, stimulate innovations in
advanced technologies, revise outdated public policies that hamper
international competition, and above all, to upgrade the skills of
American workers through better education, job training, health care, and

labor adjustment policies.8

2. Encourage research and development. U.S. expenditures on non-defense
R&D have been low in the last 10 years, threatening to undermine the
ability of 0.S. business to be competitive in the new technological era.
In the future, R & D will be a crucial determinant of a company's ability
to expand and create jobs. Therefore, U.S. government tax incentives for
non-defense R & D, both in the United States and overseas, merit
expansion. The ability of universities and scientific research
institutes to help expand U.S. and Third World technological capacity
will also be necessary if enough skilled personnel are to be available

for these R & D efforts.

3. Reinforce the positive linkage of trade to jobs. The link between
U.5. exports to the Third World and U.S. jobs is important to future
prosperity in this country. Many recent studies demonstrate that,
although employment in some industries has been adversely affected, the
United States gains in overall employment from its trade with the
developing countries.d Programs of trade adjustment therefore need to be
considerably improved and specifically linked to the new initiatives that
will be needed to retrain workers for jobs in the new technologically

sophisticated industries.
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4. Incorporate international labor rights into trade policy. If workers
in developing countries are to benefit from the gains from trade,
internationally accepted labor standards need to be a part of trade
policy. The goal is not to equalize wages, nor to promote disguised
protectionism, but to reach international agreement on issues such as
freedom of association and collective bargaining, a prohibition of forced
labor, a minimum age for employment, and occupational health and safety
guidelines. Labor standards, along with the rising wages that would
result, could enable developing countries to become a growing source of

aggregate global demand to stimulate the world economy.

5. Reassess immigration policies. Labor markets have become
internationalized, and immigration into the United States, particularly
from Mexico, is likely to continue despite efforts to control the flows.
Migration could help to alleviate the twin problems of labor surplus in
developing countries and the potential shortages of labor in the United
States. Cafre must be taken, however, to ensure that these flows are
legal and carefully regulated to prevent adverse impact on low-wage
American workers, who are the principal losers from immigration- and

whose employment prospects already are not bright.

Conclusion
The United States is clearly entering a new era. It faces the two-
fold challenge of correcting its trade deficit in the near-term while

taking action to utilize long-term technological change to its advantage.
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If the United States successfully overcomes the immediate trade deficit
problem and takes advantage of technological opportunities, it can emerge
in a stronger international economic position than at any time in the
recent past. However, more than ever, U.S. prosperity is inextricably
linked to the achievement  of global development. The Agenda 1988 argues
that the best course of action, from the point of view of furthering U.S.
self-interest, is for the United States to take the lead in designing and
supporting international solutions for the urgent financial and job-

creation problems of the developing world.
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ENDNOTES

NOTE:

Assistance in the preparation of this testimony was provided by

Gail J. McGrew.

1.

Growth, Exports, & Jobs in a Changing World Economy: Agenda 1988

edited by John W. Sewell and Stuart K. Tucker (Transaction Books,

New Brunswick, 1988). This volume, referred to as Agenda 1988

throughout this paper, is the most recent edition of ODC's biennial
enda series.

United Nations Industrial Development Organization, Industry and
Development: Global Report 1986.

See Stuart K. Tucker, "U.S.-Third World Trade Deficit: Going After
the Causes", ODC Policy Focus No. 7, 1985 (Overseas Development
Council, 1985) For an analysis of the causes of the U.S. trade
deficit.

John W. Sewell and Stuart K. Tucker, "Swamped by Debt: U.S. Trade
with the NICs", in America's New Competitors: The Challenge of the
Newly Industrializing Countries edited by Thoraton F. Bradshaw,
Daniel F. Burton, Jr., Richard N. Cooper, and Robert D. Hormats
(Ballinger Publishing Company, Cambridge, 1987).

See pages 18-16 of Agenda 1988 for a fuller discussion of these
trade projections.

See the chapter by Manuel Castells and Laura D'Andrea Tyson in the
Agenda 1988 for a further discussion of technological capacity.

For a fuller discussion of global labor force trends, see Ray
Marshall, "The shifting Structure of Global Employment” in Agenda
1988.

The report of the President's Commission on Industrial
Competitiveness, released in 1985, provides a number of creative
policy recommendations in this area. See also Reversing America's
Declining Competitiveness (Report of the 74th American Assembly,
November 1987).

See Ray Marshall's chapter in Agenda 1988 for a summary of such
studies.
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Figure 1

U.S. Exports to the Third World in the
1980s: Lost Opportunities
($ billions, constant 1980)
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Figure 2

U.S. Net Employment Gains and Losses in Trade with the South, 1983
(thousands of man years)

With nine
devetoping | developing
INDUSTRY LOSSES GAINS umnuzm economies
Apparel -379 -159
Leather products -268 -130
Wood products -155 -62
Other manufacturing -118 -51
Textiles ~146 -78
Basic metals -126 -43
Food products ~163 -84
Paper products -3 -26
Fumiture -15 -16
Oil refining -44 -2
Plastic products -6 -1
Tobacco 5 -1
Mineral products 15 2
Printing and publishing 27 1]
Precision instruments 35 1
Metal products 101 1
Chemicals 229 73
Transport equipment 455 109
Electrical machinery 489 17
Machinery v 1 v T r T T T Y 64 205
-400 -300 -200.-100 O 100 200 300 400 500 600 700 800
Source: U.N. Industrial De O Industry and Development: Globa! Report 1986, p. 109.



Scenarios: U.S. Merchandise Trade and the

U.S. Trade Deficit
1892
& us. _.._:.w. w..hnuuo
x (8§ billions, constant 1986)
Growth Scenarios

A: Status quo trends from 1986 261 459 -198
B: High industrial-country

growth M7 459 -112
C: High global growth and

improved debt management 379 459 -80

D: High global growth, improved
debt management, and

marked U.S. competitivegain 390 459 -69
Recession Scenario
E: Mild U.S. recession 261 423 -162
Scenario Assumptions .
Period Covered by Scenarios '
1960-1902° . A B c D B
(percentages) v
US Imports: . .
US. annual GNP growth rate 1 an al a 1.0
US. imports/U.S. GNP [T 9.1 01 i
1 UB Exporta: M
Industrial-country GNP '
growth rate 29 34 34 34 29!
+  Industrislcountry import/ GNP - 180 200 200 0.0 160
US. share of industrial- .
country imports 123 K0 140 140 123
. Developing-country GDP :

: growth rate 238 7 61 81 a8 .
Developing-country import’‘GNP 176 178 s 218 176
U.8. share of developing-

country importa 187 187 187 170 187

*All acenarios start at the end of 1988 and use a common set of estimates for 1987 and 1988
dats (IMF estimates): U.S. growth, 2.3% in 1987 and 3.1% in 1988; industrial-country
natp:ﬁ .} ow.m in 1987 and 2.8% in 1988; developing-country growth, 3.0% in 1987 and

i .

, 7.9% in 1990, 9.1% in 1991 and 1992.

...m...-n during 1988-1992 from the number listed in Scenario A to the number
is scenario.

Source: ODC projections, developed by Stusrt K. Tucker, based on World Bank data for

GNP and IMF and U.S. Department of Commerce data for trade.
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Table 2
Indicators of Technological Capacity of Various Countries
Number of School Enrollment as Scientists and Per Capits GNP
Telephones Fercentage of Age Groop Engineers 1965-83
per 100 Tota! Per million <_“u Rate of 1983
R P 8 oe Growth  Populsti
Higher {thousaads) @US).  (percensage)  (millions)
Country
industrial
Market Economies
United States 76.00 - 100 L 68 02 2,994 14,110 17 235
Japan 535 100 82 30 496/ 4,159 10.120 48 118
‘West Germany 899 100 50 30 1284 2,087 11,430 28 61
Spain 360 110 88 F] [ 4 157 4,780 30 38
East European
Centrally
Planned Economies
Soviet Union 9.9 106 L 21 1,431 5254 - -_— 2713
East Germany 211 ™ a8 30 121 7251 —_ - 1
Poland . 109 100 % 18 kid 2,153 — - b1
Hungary 134 100 13 u 2 2,053 2,150 64 11
East Asian Newly
Industriatizing
Countries
Rep. of Korea 173 100 89 24 - m 2,010 87 40
Thiwan 209 100 85 12 - -_— 2,740 68 19
Hong Kong 40.3 105 67 1 -— - 6,000 82 5
Singapore 394 108 68 1 1 2,058 6.620 78 2
Latin American
Middie-Income
Brazil 80 96 32 12 23 251 1,880 6.0 130
Mexico 8.1 121 54 15 - — 2,240 32 7%
Argentina 1047 118 59 25 10 321 " 2,070 05 30
Venezuela 78 105 40 2 L 212 3,840 15 17
Middle East
i
i ia e 67 32 9 - - 12, 6.7 10
Iran Iy 108 59 10 - - 0 D 15
irsq 53 Ed © 4 - — - . = s
Second-Tier Newly
Industrializing
Malay:
sin k3 92 49 5 - - 1, 45
;m_mv!so. 15 106 64 27 & 99 .w“ 29 Mw
Thailand 14 ] 29 2 - - 820 43 9
Large Protected
Mm.ouuﬂ.@-
ina 05 110 3 1 - - 300 4 1,019
India 04 kil 30 [} - - 260 15 738
Indonesia 0.4 120 33 4 21 132 560 50 156
Btagnant Economies
Afghanistan 0.2 35 12 1 - - -— 05 17
Bangiadesh 0.1 80 15 4 - -— 130 05 96
Budan 03 62 18 2 +» 183 400 13 41
z_wq»a Al figures are for 1984 unless otherwise noted.
1976,

*1980.
41981.
1982,

19883. .
Sources: World Bank, World Development Report, 1885; Uniled Nations, UN. Statistical Yearbook, 1986.
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Table 3

Young Adults in the Global Work Force

(millions)
1965 1985 2005
Industrial countries 285 366 352
Developing countries 363 1,105 1,674
World 921 1,471 2,026

Source: Pau! Demeny, “The World Demo

aphic Situation,” in Jane Menken, ed., World
Population and U.S. Policy (New York:

‘W. Norton and Co., 1986), p. 60.
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Figure 3

Increase in World Labor Force, 1985-2000
(millions)

Developing Countries

*Excludes China and Japan.
Sourve: International m-b.._!a Office, Economically Active Population Estimates, 1985.
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Table 4

U.S. Highly Skilled Service Jobs: A Large and Growing Share
of Total U.S. Employment, 1986
(millions jobs and percentages)

Total Share of
Service Total U.S. Expected
Jobs Employment Growth
(millions jobs) (per cent)

Service jobs, by category: :

Managerial and professional specialties 26.5 24.5% rapid
Executive, administrative, and managerial 12.6 11.7 rapid
Professional specialties 139 128 rapid

Technical sales and administrative support 343 317 average
Technicians and related support 34 3.1 n.a.
Sales occupations 13.2 12.2 average
Admi ative support, including clerical 17.7 16.4 slow

Service occupations, including food preparation,

cleaning, and personal services 13.6 126 slow

na. = not available.
Source: U.S. Department of Labor, Buresu of Labor Statistics, O ional Outlook Handbook, 1986 end ished data.
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Representative HAwkiNs. Mr. Tucker, you make a very good case
for growth in the Third World and job creation. However, we are
lagging behind even in this country in both respects. In what way
can we be a leader in creating that growth and job creation in the
Third World when we don’t seem to be able to do a very good job
even in this country? What suggestions do you offer?

Mr. Tucker. The general suggestion I have is that we must un-
derstand the global interdependence of the world economies. The
U.S. cannot simply look at its own economy as an isolated instance
in which we need to generate a series of policies that will create
growth and jobs. In fact, much of our own dynamism relates to how
we relate to other countries.

The point that we come out very strongly on in our book is that
we must first overcome the major hurdle that is a drag on world
growth, and that is the debt crisis. Currently U.S. growth is fairly
substantially going forward, although, as we have mentioned, there
are lagging industries and lagging labor markets. However, in the
Third World growth rates are roughly half what they were in the
1970’s. Growth rates in Europe and Japan are not as strong as they
were in the 1970’s. We cannot ignore these facts.

The major determinant of those growth rates is in fact capital
market flows in the world economy. The U.S. at this point is in a
position to take a leadership role in fostering some sort of debt
management scheme that would overcome these past burdens that
have been a drag on the world economy. That is the most funda-
mental aspect that we advocate in overcoming the drag on econom-
ic growth. Once you have that world stimulus going and the
demand for U.S. goods by other countries, then that 10 percent
growth rate per year of exports is achievable. Once we obtain that,
growth in U.S. industries will be substantial and we will overcome
our own problems.

So we cannot see this as our problem or their problem. It is our
vnow_mg and their problem together and we must solve them to-
gether.

Representative HAwkiNs. Thank you.

Mr. Anderson, in your prepared statement, which I had the privi-
lege of reading last night, you indicated several initiatives in the
employment and training field. I wonder if you would care to devel-
op a little bit more information pertaining to those. Would you give
us some evaluation of the Job Training Partnership Act, the major
one that we depend on at this time? Is the Job Training Partner-
ship Act [JTPA] really doing the job that it is supposed to do, and
if not, what modifications or alternatives would you suggest?

Mr. ANpErsoN. Thank you very much, Mr. Chairman. I will be
delighted to respond to that.

When you look back over the past 20 years at the panoply of em-
ployment and training programs that have been brought on stream
to address the kind of issues that I noted earlier, I think they can
be boiled down to several categories.

There is one type of program that emphasized getting young
people into some type of work experience presumably to introduce
them to what it means to hold a job, to get to work on time, to take
supervision, et cetra. That is work experience type programs.
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Another category was the skill training programs, much of it in
a classroom setting, where the principal objective was to provide
the young people in the program with marketable job skills that
then would allow them to go out and be hired in a variety of occu-
pations for which the skills were provided.

Then there were other programs that were aimed at job creation.
The public service employment effort which, as you know, really
was the largest part of the employment and training expenditure
as late as 1980, I believe, was direct job creation where the Federal
Government allocated funding to State and local governments to
hire people within certain categories: the economically disadvan-
taged, welfare recipients, economically disadvantaged youth; and
various other categories, including Vietnam veterans.

There has been an extensive amount of research on these pro-
grams in an attempt to answer the question of what impact they
had. I have been privileged to contribute to that literature, as have
a number of others.

My interpretation of the evidence, Mr. Chairman, is that there
are certain combinations of services when pulled together and ad-
ministered in an effective way can have an impact. That is to say
that when work experience programs are combined with basic re-
mediation it seems that there are positive benefits from those
kinds of programs.

Gordon Berlin of the Ford Foundation and Andrew Sum of
Northeastern University recently published a book summarizing
those kinds of efforts. By basic remediation, of course, I mean pro-
grams that are aimed at teaching basic communication and compu-
tation skills.

The skills training programs, on the other hand, seem to be most
effective when they are very carefully targeted and when they are
combined with various other kinds of services. The best example of
this would be the Job Corps. The one much maligned Job Corps, I
think it is now generally agreed by experts in the field, to be a
very effective job training program aimed at the most seriously dis-
advantaged groups in our society.

But then there is another type of program that is based in the
schools. The objective of those programs is to provide school youth
with knowledge about the labor market, with information that
would help them prepare for work, to go out and find a job, and
very often those programs are linked directly with placement as-
sistance.

What I believe is possible today, based on our knowledge of the
experience of the past 20 years with these programs, is policy
framework that combines three things.

First of all, better linkages between education or the school Sys-
tems and the world or work can be very helpful.

Programs such as Jobs for America’s Graduates, a school-to-work
transition program that focuses on high school juniors and seniors
and also includes a component at reducing the dropout rate, is an
example.

Bringing into the schools persons who are employed by a private
organization dominated by employers in the local community;
giving the young people knowledge about the Jjob market; tutoring
them on how to find a job; filling in where it is necessary those de-
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ficiencies that they have in basic skills; and then going out and
identifying jobs for them and placing them. Where the people who
are employed in that program, not by the school system, but. by the
private organization located within the school system, are paid on
the basis of the number of young people that they place in jobs.
That is a very strict performance standard.

There have been some 25,000 students who have gone through
this program since 1979 when it was first created as Jobs for Dela-
ware Graduates. Of that number of students who- have. gone
through this program, the placement rate is about 70- percent,
which is much higher than it is for most other programs- of that
type.

What I suggest here is that that type of program, the school-to-
work transition program, can now be incorporated into the regular
school budgets at the local level and need not continue to be
funded in a substantial way by the Federal Government.

I think as we look ahead the role of the Federal Government is
to suggest the standards, to state the goal, but to encourage the
State and local communities to fund programs of that type in the
school system.

That would then free up the Federal expenditures for the most
difficult problem that remains, which is that problem of out-of-
school youth. There we also see some experience that is very help-
ful. I think the Job Corps, as I said before, is-a good example of a
program that seems to work for a segment of the out-of-school
youth population. That program could well be expanded.

We could also replicate some elements of the Job Corps on a
broader level in local communities and target it to the most seri-
ously disadvantaged, drawing on not only Federal expenditures,
but private sector expenditures that are available at the local level.

Representative HaAwkins. What is the best example of that that
you can give?

Mr. ANDERSON. There is a program called Job Start. I am a
member of the board of the Manpower Demonstration Research
Corp. [MDRC] in New York, which since 1985 has experimented’
with a program called Job Start. That program is focused exclu-
sively on out-of-school youth in 12 communities around the coun-
try, and it combines both skills training with basic remediation,
vommxw.mm also with supportive services where that seems to be re-
quired.

I can give you an example of a very effective site, and that is
Corpus Cristi, TX. The program there is run by a Hispanic organi-
zation. When we visited that site the year before last there were
about 100 students in the program. All of them were high school
graduates.

Fifty to 60 percent were Hispanic; the remainder were black and
white youth. Some were single mothers who had become mothers
as teenagers. Others were young fellows who had had some brush
with the law.

But collectively they were young people who were acquiring
basic skills and occupational skills that were very much needed in
the local labor market. And the job placement of those young
people since they acquired that training has been rather high. I
think it was 70 percent as of the end of 1987.
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That is one example. There are a number of examples of pro-
grams like this, Mr. Chairman, at the local level.

Representative HaAwkins. Are they funded at that level? Just
were does the funding come from?

Mr. ANDERSON. Most of the funding for those programs comes
from JTPA, but additional funding comes from major foundations,
particularly the Ford Foundation, and some local foundations in
the communities in which the programs are operated. For example,
I believe there is a program in Los Angeles in which the Arco
Foundation has some support. The programs in Connecticut or
Boston are supported by local foundations there, in addition to the
funding that comes from JTPA and the Ford Foundation.

Unfortunately, the number of young people who participate in
these programs has to be relatively small, 50, 75, or 100 students at
most, because of limited funding.

That brings me to the other comment that you asked me to re-
spond to, and that is the effectiveness and the utility of JTPA as a
device for supporting efforts of this type.

Unfortunately, I must say that JTPA is not very good, in my
Jjudgment, in supporting programs for the most seriously disadvan-
taged young people in local labor markets.

One of the reasons for that is that because of the performance
standards under which JTPA operates and the close tie between
those performance standards and funding for local program opera-
tors, there is a tendency by program administrators not to dip
down deeply into the most seriously disadvantaged segments of the
work force.

I think if you look at the characteristics of participants in JTPA
today with CETA in from 1979 to 1980, if you ask the question,
well, what proportion of all of the participants are disadvantaged,
the answer that you will get is, well, it is roughly comparable. But
there are different degrees of disadvantage, you see. When you dig
deeper into the characteristics of who is in the programs, you find
that while under CETA with its regime for funding there were spe-
cific programs in local communities targeted on the most seriously
disadvantaged. That does not seem to be the case with JTPA.

One final comment in that connection. MDRC had a very diffi-
cult time raising funding through JTPA to support the Job Start
program. To the credit of those local private industry councils and
service delivery areas (SDA) that were persuaded to participate in
this, the support came through after some persuasion, but the fact
is that in many cases this program was unable to be initiated in
communities because the local private industry council and SDA
leadership had priorities other than focusing on the most seriously
disadvantaged out-of-school youth.

That is why I have suggested, in looking at this scenario for a
youth employment policy for the years ahead, that the Federal
Government redirect its emphasis away from in-school youth to
focus far more heavily upon out-of-school youth, and in addition,
provide support for training; also return to some consideration for
direct job creation targeted to specific young people, because there
is still an element in many communities, in the inner city, that is
completely outside the range of training programs.
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In order to get people in that category involved in the economy
we need work programs, direct job creation programs rather than
training programs. I don’t suggest that as a major effort, but at
least some part of the Federal expenditure, it seems to me, should
go back to that model of public service employment.

Representative HaAwkins. I think one theme that seemed to have
been involved throughout all of the testimony of the witnesses, was
the necessity to have an educated and trained work force. I think
even Mrs. Norwood in her presentation indicated that the jobs of
Mrm Hman.m would involve high qualifications, even at the college
evel.

The implication left, it seems to me, is why don’t these minori-
ties, why don’t these women, why don’t the unemployed take ad-
vantage of those opportunities for education and training?

I would like to pose a question to the other witnesses. If this
seems to be the one single element that would do the most in terms
of spending on investment, why is it that we seem to be lagging
behind so badly in doing it and how can we sustain cutbacks in
training and education if this seems to be one of the most impor-
tant things for the future? Does anyone wish to tackle it?

Mr. GEorGE. I would like to add a couple of thoughts that I think
relate to that. Building on what Mr. Anderson has just said, I think
if you go into individual communities you can find a number of in-
teresting and effective programs, some built on national models,
some not, and reaching those that are most difficult to reach, pro-
viding outcomes that would not occur if those programs didn’t
exist. But they are the exception. The reason why they exist is not
because of JTPA. It is in spite of it.

What we haven’t seen during the first 8 years of this administra-
tion is really any leadership on this front. It has been a devolution-
izing of responsibility to the states.

The serious problems that we see not just in JTPA but in the
kind of leadership in this country during the first 8 years of the
1980’s has been not that just programs for the poor should be devo-
lutionized to the States, but we have been saying that basically the
Federal Government except on the defense front, except in some
other critical sacred cow areas, like social security, ought to roll up
its knapsack and go someplace else.

There are serious proposals to devolutionize the unemployment
compensation system, the employment service, and a number of
other areas on the social front. What we need is new leadership at
the national level in order to make these proposals for increased
education and training investments work.

I guess that is my 2 cents worth on that issue.

Representative HAwkins. Mr. Lawrence.

Mr. LAWRENCE. A lot of the discussion has, I think, appropriately
focused on the most seriously disadvantaged. In my view, the major
reason why the somewhat less seriously disadvantaged have not
done as well in the past has been the low levels of demand in our
economy. Although our unemployment rate may be low today by
historical standards, if we take a broader view of its average levels
over the last decade we find that unemployment levels have been
rather high. So the opportunities available for these workers and
new entrants have not been there.
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Second, I think it is important to note that they have been com-
peting in the past with this influx of very highly educated young
new entrants and relatively highly educated women in the labor
force, so that the competition has been severe for these workers.

I believe that in fact the next decade looks better for them from
this standpoint, that now their competition is much less simply be-
cause there are much fewer of the more privileged workers enter-
ing the labor force.

If we can maintain demand in our economy, if we can run an
economy at much closer to levels of full employment—I won’t use
that word—at lower unemployment rates, if we can keep that
demand pressure up, as Mr. Anderson indicated in this testimony,
that is a very important mechanism for upgrading workers in the
work force.

I think it is critical that we do that if we are going to absorb
these workers. I think it is important also to stress that they do
potentially have much greater opportunities. Even those who are
not able to fill the slots of the highly skilled are, in my judgment,
likely to earn higher wages as a result of the shortage of unskilled
labor that the economy is likely to face. We already see wages at
fast food chains like McDonald’s rising quite dramatically. We see
them groping for new workers by trying to encourage older people
to take those jobs where there is a scarcity of young people. I think
that is a harbinger of things to come.

Although we have been stressing, in a sense, the negative aspects
of the labor market in the future, I think there are also more op-
portunities potentially for workers both unkilled and those who ac-
quire more skills provided we can maintain the level of demand in
our economy.

Mr. ANDERSON. Mr. Chairman, I agree with Mr. Lawrence’s com-
ment on this that I want to emphasize here.

I think both of us have emphasized the beneficial effects of tight
labor markets on employment opportunities for somewhat less pre-
pared people in the labor force. But when we target geographically,
it seems to me that what we saw during the 1950’s and 1960’s as
the response of labor force participation rates, employment-popula-
tion ratios to economic growth is not quite as powerful, and is not
quite as robust today as it was in the past. Especially if you look at
cities.

One of the problems, Mr. Chairman—and I think you pointed
this out with Mrs. Norwood—is that we really don’t have adequate
statistical data on the labor force for cities. Even for a community
as large as New York, the largest labor market in the country, I
believe, there is a level of statistical error in the data that will not
allow you to say with any degree of precision what the unemploy-
ment rate is for Hispanic teenagers in Manhattan or in the Bronx
or in Staten Island.

You can say with some degree of statistical confidence what the
unemployment rate is in the New York metropolitan area. But
that includes everything through Long Island, through some parts
of Westchester County, and through New Jersey. It's a very large
area.

So the question is, if you are concerned about the employment
problems of black kids in Harlem or Bedford Stuyvesant or Puerto
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Rican kids in South Bronx, how do you even know what the magni-
tude of the problem is on the basis of published data? We don’t
know. We sort of have to fly by the seat of our pants in gauging
what the magnitude of that problem is.

What we see in looking at the inner city communities—and I will
speak now specifically of Philadelphia—is that there is a large
number of young people of the minority group who are not in the
labor force at all. They are not looking for work; they are not in
school; they are involved in a number of things. Not all of them are
involved in crime. I think that is much over done that if you don’t
have a job you will go out and rob someone. Many of them do that,
but the point is that there are many young minority kids in inner
city areas who are just not involved in the economy at all.

When you look at the kinds of jobs that are being created in the
city, what you find is that the kind of employment that is being
created there today is quite different from the kind of employment
that was created in the cities in the 1960’s and the early 1970’s.
The manufacturing jobs have left. Manufacturing is not expanding
in these communities. Manufacturing was a source semiskilled em-
ployment. What you have in many of these cities, whether you look
at New York, Philadelphia, Los Angeles, Chicago, and so forth, is
the expansion of employment in this broad category called business
services. What is that? That is the information field. It is very com-
puterized. It requires a set of attributes on the part of new employ-
ees in basic computational skills, communications skills, the ability
to make judgments on the spot.

Let me give you one example of this, the job of a customer serv-
ice representative in a bank.

Twenty years ago a young woman—and this is a female dominat-
ed job—who was a high school graduate could be hired in that type
of job and trained to perform the work within a period of 2 or 3
weeks or maybe a month. Today, however, college graduates are
being hired in those jobs. _

The result is that a person who was hired as a teller in a bank
no longer has the opportunity to be upgraded into a position as a
customer service representative. The customer service representa-
tive in an environment of bank deregulation and the expansion of
financial services, now has to be conversant with money market
rates, the different kinds of investment instruments, advice on in-
vestment strategies for individuals, and even international ex-
change rates in some cases.

What you find is that banks are now hiring college graduates
with training in finance and business to be customer service
agents. That cuts out a whole career path for young people, not to
mention the fact that even the requirements to be a teller in a
bank today have increased. Fewer people use banks by not going
directly into the bank. They use more of the automatic teller ma-
chines. The number of jobs available to tellers has declined. The
result is that banks have upgraded the requirements for tellers.

These are some of the industrial changes that are taking place
that cut out substantial numbers of jobs for the seriously disadvan-
taged who reside in urban communities.

I simply mention that to say I do not think, despite the demo-
graphic changes that we see taking place and project to take place
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with a tightening of labor markets, that there is going to be a proc-
ess that will absorb large numbers of the kind of workers that I
have described.

We are going to have to do something more than we have done
in the past if that group of workers in local labor markets is going
to be absorbed, or else we will be confronted with the situation that
is described very dramatically in a recent book that came out, writ-
ten by William J. Wilson. “The Truly Disadvantaged” is the title of
that book. I commend it to every member of the Joint Economic
Committee. It lays bare what has happened in urban areas over
the past 20 years and what we are confronted with today in an
effort to try to grapple with urban unemployment, especially urban
unemployment of minority groups.

Let me say that when we say minority groups, I want to be even
more specific. I am talking mainly about black and Hispanic
groups. The word “minority” has been misused, in my judgment, at
least as it relates to the problem we are talking about. The Asian
groups in many local communities are doing very well. They have
high rates of employment; they are doing very well in school; and
they have expanded the opportunities for themselves in small busi-
nesses. But the groups that are of particular concern, it seems to
me, are the black and Hispanic groups which in-the Northeast
means Puerto Ricans for the most part; in the Midwest and in the
Southwest it is the Mexican-American and Chicanc group. Those
are the minority groups that are likely to face the most serious dif-
ficulties in the labor market unless we focus on the problems of
preparing them to fill the jobs that are likely to be created over the
next 20 years.

Representative Hawkins. I certainly agree with you. However,
may I state a personal position which I do not like to inject into a
hearing in which we are trying to get information from witnesses
from the outside. To some extent I think the theme “Employment
in the Year 2000” is perhaps a little misleading. I think if we wait
around until the year 2000 to do the job it will not be done. I think
it is pretty obvious that all of the trends that have been indicated
today are unfavorable to having in the year 2000, a nation that is
competitive with the rest of the world.

I think sometimes we get caught up in the statistics that are
given. This is not a reflection on Mrs. Norwood. I have very high
regard for Mrs. Norwood. She does a fine job as the head of a sta-
tistical agency. But I think there is more to a government than an
agency that collects a lot of statistics.

The impression is often left that the problem is largely one of a
few disadvantaged people, mostly minorities. Yet I think the indi-
cation is that even among our best students in this country that
they are testing rather unfavorably with the comparable students
in other countries. Apparently we are not getting through in edu-
cation what we are capable of doing as a nation. I think that the
minorities are suffering more than anyone else from this weakness
in education, but there are a lot of others who are nonminorities
who are suffering equally as well.

Throughout the hearing this morning we have talked of competi-
tion, the manufacturing of quality goods, and so forth. Yet we are
not encouraging individuals in the lowest grades to go on and to
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develop themselves. That is true of everyone, but it is even more
true, obviously, of minorities.

It would seem that if there is anything that we should be focus-
ing on it is how do you not wait for individuals to gain motivation
to do something or to go on to another grade, or to graduate and
not be among the dropouts and to enroll in college and to go into
research. You will find many more foreigners in research institu-
tions than you will Americans.

If we are going to change and do some of the things that have
been suggested this morning, including helping the Third World, it
seems to me that we are going to have to get our own house in
order. That means we have got to begin at the preschool age to en-
large the pool of individuals that will go into high school. We have
got to discourage the dropouts so we get more high school gradu-
ates, and then we have got to build up the enrollment in post-sec-
ondary education. So that means we have got to begin now—we
should have started even before now—to prepare for the year 2000.

I am not encouraged by what I see when we have a 30 percent
cutback in education, for example, since 1980. We are headed in
the wrong direction. Maybe I am a fanatic, but I would welcome
any comments from any of the witnesses as to whether you see
anything different.

If we have cutbacks in such programs as Head Start and Chapter
I, in billingual education, when we cut back student aid so that stu-
dents even in college are having difficulties, can we hope to do any
of the things that we are talking about we are going to be doing in
the year 2000? If we are as good as we seem to be as a nation and
as the statistics seem to indicate, then it just does not seem to me
to add up.

Mr. ANDERSON. I agree with you entirely that the budgetary deci-
sions that have been made in the last few years seem to be coun-
terproductive so far as meeting many of the issues that we have
described here.

I am not a political person. I don’t know how one turns a situa-
tion like that around. I would like to believe that by calling atten-
tion to the problem, by laying bare the relationship between cer-
tain developments and likely outcomes that we could be able to
demonstrate to the populace at large the importance of pursuing
certain policies to prepare for a better future.

If calling attention to these issues, as I think all of us have tried
to do, and others have done, is not effective, I just think perhaps
we will come to that year 2000, which after all, isn’t that far away,
confronted with a very difficult situation and then have to deal
with it under terms that will not be as felicitous as the current
terms.

I think it is much better to begin now to address these kinds of
problems than to wait until the consequences of our inability to ad-
dress them or unwillingness to address them confront us and then
we are dealing with a crisis situation. It just doesn’t make sense to
me.

Representative HAWKINS. I suppose my comments did not appear
to really commend the witnesses, but I want to commend all of
you. You have come in not with any great optimism, but you have
come in to be realistic and to present what I consider to be realistic
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expectations and sound judgment in looking at the problems and
suggesting some alternatives.

If there are no other thoughts to be expressed this morning, may
the Chair express appreciation to the witnesses for their very fine
presentations. We look forward to a continuing contribution of the
witnesses to the conclusion of the series.

We will hold open the record. If there are any additional sugges-
tions or recommendations you wish to make we will be glad to in-
clude them in the final report of this series. Thank you very much.

[Whereupon, at 11:30 a.m., the subcommittee recessed, to recon-
vene at 9:30 a.m., Tuesday, April 12, 1988.]



EMPLOYMENT IN THE YEAR 2000: A CANDID
LOOK AT OUR FUTURE

TUESDAY, APRIL 12, 1988

CoNGRESS OF THE UNITED STATES,
SUBCOMMITTEE ON INVESTMENT, JOBS, AND PRICES
OF THE JOINT Economic COMMITTEE,
Washington, DC.

The subcommittee met, pursuant to recess, at 9:30 a.m., in room
2175, Rayburn House Office Building, Hon. Augustus F. Hawkins
(chairman of the subcommittee) presiding.

Present: Representatives Hawkins, Fish, and McMillan.

Also present: William Harrison and Dayna Hutchings, profes-
sional staff members.

OPENING STATEMENT OF REPRESENTATIVE HAWKINS,
CHAIRMAN

Representative HAwkins. The subcommittee will come to order.
This is the second day of the hearings on “Employment in the Year
2000: A Candid Look at Our Future” by the subcommittee of the
Joint Economic Committee.

We are very pleased today to have our distinguished colleague
Congressman McMillan of North Carolina join the subcommittee.
Following the opening statement we will allow him the opportunity
to express such views as he may have.

I think the first day of the hearings did document very clearly
that change is taking place in the labor force. Projections do indi-
cate what I think most of us have already decided, that the unedu-
cated and untrained people will have very difficult times making a
decent living and that employment opportunities for the year 2000
or even before that, will require an upgrading of requirements for
those who intend to make the grade.

In order to give some focus, however, to what is happening we
need not only think in terms of the future work force but also in
terms of the responsibility for meeting the challenges and not
depend on chance or some unknown force to do the job for us.

I am always a little bit surprised that on our Joint Economic
Committee we wait each month until the unemployment rate is ex-
pressed and sometimes we show some surprise that it has either
gone up or down or that there has been some change in it, as if
being decisionmakers we are the witnesses to what is happening
rather than being proactive and trying to bring about the changes
that we think are needed.

(121)
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I hope that in these hearings we will not only express views con-
cerning what may be happening, but we will focus on the specific
policies and those who are responsible for changing policies or
bringing about the type of changes we think desirable and neces-
sary as a people. We do want to get into a more proactive stance. I
think that is the reason why we have invited a distinguished
number of witnesses who we feel can help give us the answer.

Representative McMillan, I am delighted to have you join us this
morning. If you care to express yourself, we would be very glad to
hear from you.

OPENING STATEMENT OF REPRESENTATIVE McMILLAN

Representative McMiLLAN. Thank you, Mr. Chairman. I am de-
lighted to have a chance to be with you this morning although I
don’t serve on this subcommittee of the Joint Economic Committee.
What we are discussing, however, is extremely crucial to the
health of this Nation.

The employment picture, as I think we all agree, has been rela-
tively bright in the last few years. Since 1982, 15 million more
people are working and the proportion of Americans with jobs is
now higher than ever. The employment rate has declined from 10.8
percent to the present 5.6 percent. I think that has occurred in a
period of time in which a far greater proportion of women are in
the work force and we have been overcoming an adverse trend in
imports while achieving those improved statistics.

We also know that employment among a number of minority
groups and young people is much higher than we would want de-
spite the fact that it has been improving.

Contrary to conventional wisdom, this job growth has not been in
primarily part-time, low-wage positions. Instead, the vast majority
of new jobs, over 90 percent, have been full time. Moreover, a large
proportion of the new employees have gone into managerial, pro-
fessional, administrative, or technical positions, which I think is a
reflection of the changing situation in this country.

But we cannot be statisfied with this better performance. We
must prepare for the future by making sure our labor force is
ready to meet the demands of the workplace in the year 2000.

The Bureau of Labor Statistics tells us that 38 percent of the
new jobs created between now and the year 2000 will require post-
secondary education. Workers will need to be able to adapt and
_ﬂmg on the job to keep up with rapidly advancing technological
change.

Our businesses are telling us, however, that workers do not even
have basic reading and math skills. We all hear horror stories such
as the one where 85 percent of the people applying for a position
with New York Telephone failed a simple test that did not even re-
quire a high school diploma for passage. I think we could look at
the applicants for positions in the offices on Capitol Hill and see
evidence of the same thing.

So I look forward to hearing your testimony and what it might
contribute to an effective solution to some of the challenges we
face. Thank you.



123

Representative Hawkins. Thank you, Congressman McMillan.
Without objection, the opening statements of both Congressman
McMillan and the Chair will be entered in the record at this point.

[The written opening statements of Representatives Hawkins and
McMillan follow:]

86-034 0 - 8 - 5
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WRITTEN OPENING STATEMENT OF REPRESENTATIVE HAWKINS

I AM PLEASED TO WELCOME THIS MORNING’S PANEL OF
WITNESSES, WHO HAVE BEEN INVITED TO TESTIFY ON THIS OUR
SECOND DAY OF HEARINGS ON "EMPLOYMENT IN THE YEAR 2000: A
CANDID LOOK AT OUR FUTURE". TODAY'S PANEL OF DISTINGUISHED
WITNESSES WILL POCUS ON THE CURRENT LABOR SUPPLY AND
PROJECTED DEMAND IN THE LABOR MARKET, SPECIFICALLY ASSESSING
THE SKILL AND COMPETENCY LEVELS OF THE EXISTING LABOR FORCE
BASED ON THE PROJECTED LABOR MARKET CHALLENGES OF THE 21ST
CENTURY.

AS WAS HIGHLIGHTED IN TESTIMONY GIVEN BEFORE THIS
SUBCOMMITTEE ON YESTERDAY, THE LABOR MARKET IS EXPERIENCING
MAJOR CHANGES, CHANGES WHICH ARE CLEARLY AFFECTING OUR
PRODUCTIVITY AND COMPETITIVENESS. THESE CHANGES INCLUDE A
RISE IN THE AVERAGE AGE OF THE WORK FORCE, A DECLINING
NUMBER OF YOUNGER WORKERS, AN INCREASING PROPORTION OF THE
WORK FORCE CONSISTING OF WOMEN, MINORITIES AND IMMIGRANTS, A
CONTINUING SHIFT TO THE SERVICE SECTOR, AND A NEED FOR
HIGHER SKILL LEVELS.

MOST EXPERTS AGREE THAT THE SKILL LEVELS OF MANY OF THE
JOBS TO BE CREATED THROUGH THE 21ST CENTURY, WILL BE RISING.
EMPLOYERS WILL PLACE A PREMIUM ON HIGHER LEVELS OF READING,
COMPUTATION, COMMUNICATION, AND REASONING SKILLS. SUCH
SKILLS WILL BE VITAL TO OUR DOMESTIC ECONOMIC GROWTH, AS
WELL AS OUR ABILITY TO COMPETE ABROAD.

THESE PROJECTED CHANGES IN THE LABOR MARKET SEEM TO
REITERATE THE SOUNDNESS OF ONE IMPORTANT PRINCIPLE:
EDUCATED, TRAINED, HEALTHY, MOTIVATED PEOPLE ARE, WILL BE,
AND ALWAYS HAVE BEEN UNLIMITED ASSETS, WHILE UNEDUCATED,
UNTRAINED PEOPLE ARE SERIOUS LIABILITIES. MOREOVER, WE CAN
BE FAIRLY SURE THAT UNEDUCATED, UNTRAINED PEOPLE WILL HAVE
GREAT DIFFICULTY MAKING A DECENT LIVING IN A WORLD FULL OF
BETTER EDUCATED, HIGHLY MOTIVATED PEOPLE WHO ARE WILLING TO
WORK. HOW CAN THIS NATION AVOID A CRISIS IN ITS LABOR
FORCE, GIVEN THE FACT THAT VERY FEW NEW JOBS WILL BE CREATED
FOR THOSE WHO CANNOT READ, FOLLOW DIRECTIONS, AND USE
MATHEMATICS?

MARY FUTRELL, PRESIDENT OF THE NATIONAL EDUCATION
ASSOCIATION (NEA), JOINS US THIS MORNING AND WILL DISCUSS
THE TYPE OF EDUCATION CURRICULUM AND REFORMS NEEDED TO
IMPROVE THE SKILL LEVELS OF OUR NATION‘’S HIGH SCHOOL
GRADUATES . JOINING MS. FUTRELL AT THE WITNESS TABLE THIS
MORNING IS A GROUP OF EXPERTS WHO WILL FOCUS THEIR TESTIMONY
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ON THE EMPLOYMENT PROSPECTS FOR WOMEN IN THE YEAR 2000; THE
ADEQUACY OF CURRENT EDUCATION, EMPLOYMENT AND TRAINING
POLICY TO PRODUCE A COMPETENT AND SKILLED WORK FORCE IN THE
AUTOMOTIVE AND DIVERSIFIED MANUFACTURING INDUSTRY; AND THE
KINDS OF FEDERAL INITIATIVES NEEDED TO IMPROVE THE
COMPETENCY OF THE AMERICAN LABOR FORCE.

THE PANEL MEMBERS ARE:

CARLTON BRAUN (VICE PRESIDENT & DIRECTOR OF MOTOROLA'S
MANAGEMENT INSTITUTE FOR ENGINEERING, MANUFACTURING AND
OPERATIONS MANAGEMENT)

ERNEST J. SAVOIE (DIRECTOR, FORD MOTOR COMPANY'S
EMPLOYEE DEVELOPMENT AND EMPLOYEE RELATIONS), AND

NANCY BARRETT (CHAIRMAN, DEPARTMENT OF ECONOMICS,
AMERICAN UNIVERSITY)
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WRITTEN OPENING STATEMENT OF REPRESENTATIVE McMILLAN

I AM DELIGHTED TO BE HERE TODAY ALONG WITH CHAIRMAN HAWKINS

TO WELCOME THIS DISTINGUISHED PANEL TO THE SECOND IN A SERIES OF

FOUR JEC HEARINGS ON EMPLOYMENT IN THE YEAR 2000.

THE EMPLOYMENT PICTURE IN THE UNITED STATES HAS BEEN VERY

BRIGHT IN RECENT YEARS. SINCE LATE 1982, 15 MILLION HORE PEOPLE

ARE WORKING, AND THE PROPORTION OF AMERICANS WITH JOBS IS NOW

HIGHER THAN EVER. THE UNEMPLOYMENT RATE HAS DECLINED FROM 10.8

PERCENT TO THE PRESENT 5.6 PERCENT. WHILE UNEMPLOYMENT AMONG

BLACKS AND HISPANICS IS STILL TOO HIGH, IT ALSO HAS DECLINED IN

RECENT YEARS.
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CONTRARY TO CONVENTIONAL WISDOM, THIS JOB GROWTH HAS NOT
BEEN IN PRIMARILY PART-TIME LOW WAGE POSITIONS. INSTEAD, THE
VAST MAJORITY OF THE NEW JOBS--OVER 90 PERCENRT--HAVE BEEN FULL-
TIME. MOREOVER, A LARGE PROPORTION OF THE NEW EMPLOYEES HAVE
GONE INTO MANAGERIAL, PROFESSIONAL, ADMINISTRATIVE OR TECHNICAL
POSITIONS.

BUT WE CANNOT BE SATISFIED WITH THIS FINE PERFORMANCE. WE
MUST PREPARE FOR THE FUTURE BY MAKING SURE OUR LABOR FORCE IS
READY TO MEET THE DEMANDS OF THE WORKPLACE IN THE YEAR 2000. THE
BUREAU OF LABOR STATISTICS TELLS US THAT 38% OF THE NEW JOBS
CREATED BETWEEN NOW AND THE YEAR 2000 WILL REQUIRE POST SECONDARY
EDUCATION. WORKERS WILL NEED TO BE ABLE TO ADAPT AND LEARN ON
THE JOB TO KEEP UP WITH RAPIDLY ADVANCING TECHNOLOGICAL CHANGE.

OUR CORPORATIONS ARE TELLING cm..motm<m=. THAT WORKERS DO
NOT EVEN HAVE BASIC READING AND MATH SKILLS. WE ALL HEAR HORROR

STORIES SUCH AS THE ONE WHERE 85% OF THE PEOPLE APPLYING FOR &

POSITION WITH NEW YORK TELEPHONE FAILED A SIMPLE TEST THAT DID
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NOT EVEN REQUIRE A HIGH SCHOOL DIPLOMA. I EXPECT THAT MR. SAVOIE

AND MR. BRAUN WILL FILL US IN ON WAYS THEIR COMPANIES ARE

HANDLING THIS PROBLEM.

I LOOK FORWARD TO DISCUSSING THESE ISSUES AND OTHERS WITH

THIS MORNING'S DISTINGUISHED WITNESSES. THANK YOU.
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Representative HAwWKINS. We welcome the witnesses before us
today.

Ms. Futrell, I hope that I am not violating a policy of yours if I
ask that a statement of yours made Sunday, April 10, 1988, in the
Washington Post entitled “Rescuing a Nation at Risk” be entered
in the record following your statement.

I note that you join with us in commemorating the fifth anniver-
sary of the report “A Nation at Risk,” which I certainly think is
one of the great documents of this administration and of this par-
ticular decade, for that matter. I think April 26 is the actual date. I
had hope as chairman of the Education and Labor Committee to
commemorate that date in some way. However, time did not
permit us to do so. I hope that this statement of yours and other
statements will be entered in the record commemorating that his-
toric occasion.

Joining with Ms. Futrell will be Carlton Braun, vice president
and director of the Motorola Management Institute; Mr. Ernest
Savoie, director, Employee Development Office, Ford Motor Co,;
and Ms. Nancy Barrett, professor of economics, American Universi-
ty.

We will call on you in the order in which your names were
listed, beginning with Ms. Mary Futrell.

STATEMENT OF MARY HATWOOD FUTRELL, PRESIDENT,
NATIONAL EDUCATION ASSOCIATION

Ms. FutrELL. Good morning. Thank you, Mr. Chairman and Con-
gressman McMillan. I am Mary Hatwood Futrell, president of the
National Education Association. I appreciate the opportunity to
speak to you today about the student of today and the workplace of
tomorrow.

As long as the American labor supply exceeded demand, busi-
nesses were able to select from among the most job-ready, ignoring
persons less equipped to succeed in the work force. But today it is
widely recognized that in order to prepare our Nation for the
future we must educate more of our young people better than ever
before. We must provide the resources to establish and maintain a
comprehensive range of programs that address the needs of stu-
dents entering the public schools.

Education institutions must place the greatest emphasis on basic
literacy and numeracy, critical thinking skills, and the education of
discovery so that Americans have the tools and the motivation to
engage in the lifelong quest for education, especially in light of the
fact that future workers will change jobs five to six times during a
lifetime. Quite to the contrary, when we entered the job market we
assumed that whatever career we selected we would pursue for life.
That will not be true in the future.

We must restructure public schools in ways that empower stu-
dents, school employees, families, and communities, and that pro-
Smo_ av:v:o schools with the flexibility to adapt to a changing
world.

Each year more than 1 million young people leave school before
graduation. Many school dropouts are also dropping out of the
labor force and are not even counted in unemployment rates. How-
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ever, I think that you should be aware that it is not just the drop-
outs we should worry about. But employability is also a problem
among high school graduates. Fifty-seven percent of all poor black
recent high school graduates were unable to find jobs. Among poor
Hispanic graduates, 41.6 percent are unemployed. The unemploy-
ment rate among poor white graduates is 34 percent.

At the same time more and more Americans are being educated
than ever before in our history. Recent years have seen enhanced
efforts to reduce truancy and dropout rates, introduce computer lit-
eracy and foreign languages in the early years, establish after-
school programs, and enhance job readiness programs. As a matter
of fact, before I became an NEA officer I worked in a job readiness
program.

A higher proportion of our young people are better prepared for
productive lives than ever before even while some 30 percent of
today’s school population is at risk. One in five children in America
lives in poverty. One in 10 students has limited proficiency in Eng-
lish. Hundreds of thousands of students have undiagnosed learning
disabilities, deep-seated emotional problems, or physical handicaps,
suffer from poor nutrition, inadequate health care, or even abuse
or neglect.

The problems many children bring to school are staggering, and
the number of children in need and the severity of their problems
is projected to increase dramatically in the next few years.

I believe that the message is clear. We must restructure our
public education system and our social service system to better
educate and support the youth of this Nation. Addressing the
human, social, and emotional needs of these students is the single
most effective strategy we can employ to meet the growing demand
for a qualified work force and a productive citizenry.

Yet, without exception, Federal education programs to promote
quality and equality in education have lost ground over the past 7
years as a result of a major campaign by this administration to dis-
invest in education. Congress must demonstrate a renewed commit-
ment to the programs I have mentioned and work together with
State and local education agencies to provide quality educational
opportunities for all students.

At the same time, we must take this opportunity to fundamental-
ly rethink the goals of universal public education.

This past weekend some 400 NEA members gathered to discuss
the relationship between public education and the economy at a
conference here in Washington. Our members heard and discussed
ways that American public education must adapt in order to initi-
ate rather than simply react to changes in the world economy.

We have seen changes in every aspect of life in the 20th century.
Technological developments have already dramatically transformed
the workplace, so much so that I think we make a mistake if we
believe that by simply adding some high tech courses to the cur-
riculum we can adequately prepare students for tomorrow’s world.

The use of computers in education is a good example of a tech-
nology where students and teachers are learning together. In many
cases students are far ahead of the teachers in both experience
with computers and imagination about the applications of comput-
ers.



131

Increasingly, the primary role of a teacher must be to establish a
structure for exploration rather than the traditional form of educa-
tion in which a teacher instilled in students a set of facts which
students later play back on paper-and-pencil tests.

Moreover, it is not only technological changes that impact the
workplace. We must also change the way we, the members of the
school family, work with the larger community and vice versa.

I believe that America’s business and industrial community must
Join with school employees, policymakers, and parents to build
partnerships to address the educational and social problems imped-
ing the ability of our youth to prepare for the work world of tomor-
TOwW.

This also means that the top-down model for education patterned
after the industrial model and designed to prepare young people
for working within that system is no longer relevant. If we are
going to prepare for the future we must involve teachers more in
making the essential decisions that impact the learning process,
give greater latitude to school districts and individual schools to be
innovative, and engage students more in their own education.

Admittedly there are risks involved in this approach. Giving
teachers greater autonomy will require the strongest assurances
that teachers are qualified to use that autonomy in productive
ways. Giving latitude to schools will require accountability to
ensure that their methods are effective and that all students are
well served in the system. Making students responsible for their
own education means setting up a structure that challenges them
to investigate, to understand the world in which they live, not cut-
ting them loose to sink or swim.

NEA certainly believes that accountability is important and nec-
essary to keep the public in public education. At more than 100 dif-
ferent demonstration sites NEA members are now at work fashion-
ing innovative new approaches to learning and school structure.

This summer I will ask all NEA State affiliates to meet with
their Governors, State school officials, and State legislators and to-
gether designate at least one district in every State as an experi-
mental living laboratory to fundamentally explore the restructur-
w.sm of America’s schools to better prepare our young people for the

uture.

If school districts set out with specific goals in mind, as they
have in the demonstration sites I mentioned earlier, and if they
build on the lessons of these NEA projects, they will be successful.
NEA finds it encouraging that there has been sustained interest in
quality and equality in public education in recent years.

Making the kind of changes that need to be made in our system
of public education will require more resources, but it will also re-
quire a kind of sweat equity. All Americans must roll up their
sleeves and pitch in, investing their talents, their support and their
resources to this essential enterprise. Unless all of us work togeth-
er we will not succeed. Thank you very much.

Representative HAwkiNs. Thank you, Ms. Futrell.

[The prepared statement of Ms. Futrell, together with the article
referred to, follows:]



132

PREPARED STATEMENT OF MARY HATWOOD FUTRELL
)

Mr. Chairman and Members of the Committee:

I am Mary Hatwood Futrell, president of the National
Education Association which represents 1.9 million education
employees in elementary, secondary, vocational, and postsecondary
schools throughout the nation. I appreciate the opportunity to
talk with you about the ability of America's public schools to
prepare our nation for the future.

The winds of change are blowing with gale force. We've seen
a major transformation in the work place and intense competition
in the world economy. We've seen an ever-accelerating pace of
both nmm==0womwowu and societal change. We've seen dramatic
changes in the demographics in this country. Thus NEA commends
the Subcommittee for these hearings on how we can best prepare
for that changing world.

Public education is the cornerstone of our nation's economic
vitality, national security, and social and political
institutions. Public education will be the deciding factor in
our nation's future success.

We must provide the resources to establish and maintain a
comprehensive range of programs that address the needs of
students entering the public schools.

Education institutions must place the greatest emphasis on
basic literacy and numeracy, critical thinking skills, and the
education of discovery so that Americans have the tools and the
motivation to engage in the lifelong quest for knowledge.

And we must restructure public schools in ways that empower

students, school employees, families, and communities, and that
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provide public schools with the flexibility to adapt to a
changing world.

Until recently, American labor supply exceeded demand, and
businesses were able to select from among the most job-ready -
ignoring dropouts, illiterates, and others less equipped to
succeed in the work force. And yet, changes in our nation's
economy, population demographics, and changes in the work place
have forced more Americans to come to grips with the issue of
educational equity.

There is clearly room for improvement in American public
education. More than one million young people each year leave
school before graduation. As of 1985, about one~third of these
young people, between the ages of 16-24, were unemployed. 1In
addition, many of those who graduate from high school are not
fully prepared either for advanced education or for the work
place. As of 1984, some 25 percent of all college freshmen were
enrolled in remedial mathemathics courses, 21 percent were
enrolled in remedial writing, and 16 percent were enrolled in
remedial reading. In addition, American businesses reportedly
spend as much as $30 billion on formal job training and
retraining.

However, we must not fall into the trap of believing that
American public education has gotten worse in every area. More
Americans are being educated than ever before in our history.
More than 57 million Americans are formally enrolled in schools
and colleges, millions more in job training and less formal

educational activities. Three-quarters of our adults have
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completed high school; more than 86 percent of younger adults in
their 20s have done so ~ twice the percentage of 1940. Six out
of 10 of our high school graduates begin some form of more
advanced education, and one-quarter of our younger adults have
completed four years of college — more than twice as many as in
1960. Efforts are underway to reduce truancy and dropout rates,
introduce computer literacy and foreign languages in the nnnuw
years, establish after-school programs, and enhance job-readiness
programs. And yet, while a higher proportion of our young people
are better prepared for productive lives than ever before, the
bottom third of our young people is almost totally unprepared.

It is important to emphasize that not only is our economy
changing, but the face of America is changing. This has profound
implications for the work place and for education policy.
Conservative estimates are that as many as 30 percent of today's
school population are educationally disadvantaged. These
students may be one of the one in nw<o.nswpmnm: living in
poverty. They may be one of the one in 10 children with limited
proficiency in English. They may be one of the many children who
come to school poorly prepared for classroom learning or not yet
ready developmentally for formal education. They may be children
of parents who are indifferent to their educational needs. They
may be the children of teenagers. They may have undiagnosed
learning disabilities, deep-seated emotional problems, or
physical handicaps. They may suffer from poor nutrition,
inadequate health care, or even abuse or neglect. The problems

many children bring to school are staggering. The number of
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children in need of special assistance is projected to increase
dramatically in the next few decades. There is hope for these
students, and consequently hope for our nation, if — and only if
— we as a nation provide early and sustained intervention to
overcome these disadvantages.

The Children's Defense Fund recently estimated that a
sustained investment in disadvantaged children, including
prenatal care, preventative health care, Head Start, Chapter 1
compensatory education programs, summer jobs for the high school
years, and four years of public college, would cost around
$39,000 per student over 18 years, about the cost of 17 months in
prison. The Committee for Economic Development estimates that
each year's class of dropouts will cost the nation approximately
$240 billion in lost earnings and foregone taxes over the

billions more in public expenditures that may required for

o T
[

1
welfare, coping with criminal activities, health care, and other
social services.

Addressing the needs of disadvantaged students is the single
most effective strategy we can employ to meet the growing demand
for a qualified work force and a productive citzenry. We must
establish and support a truly comprehensive range of programs
that take into account the human, social, and emotional needs of
children.

We need to expand programs to assure quality prenatal and
neonatal care, as well as programs to help young parents with

parenting skills. Every day almost 1,300 teenage girls give
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birth. Many of these children will suffer from malnutrition,
inadequate health care, low self-esteem, and other obstacles to
learning and leading productive lives. The most effective
dropout prevention strategy is to establish programs for children
from birth to kindergarten to give them a solid foundation for
success in school and in life. At present, only about 18 percent
of eligible children are served in federally funded Head Start
programs; only about one~half of 1 vmnom:m of the eligible
children are served in comparable state-funded programs.

Quality affordable child care and early childhood education
are important components of an investment strategy that will help
ensure that students are physically, emotionally, socially, and
developmentally prepared to be successful during their critical
first years of formal education. Without access to adequate
child care, far too many working parents, both couples and single
parents, are forced to choose between unacceptable alternatives.
The time has come for a federal child care program which provides
guidance and resources to state and local governments,
establishes standards, provides assistance to low-income
families, and helps establish or expand child care facilities.

A similar situation exists twn: education programs for
special needs students. Chapter H.ooavmsmmnOnw education
programs for disadvantaged students serve only about 40 percent
"of the eligible students; federal Bilingual Education services
serve only about one-tenth of the eligible students; federal
assistance for handicapped education as a percent of the total

costs, has fallen sharply since 1980. Without exception, federal



137

education programs to promote quality and equality in education
have lost ground over the past seven years. NBEA believes
Congress must demonstrate a renewed commitment to these programs
and work together with state and local education agencies to
provide quality educational opportunties for all students.

Meeting human needs is an absolute prerequisite to success
in education. Federal, state, and local programs in nutrition,
health care, housing, and the prevention of child abuse and
neglect must be mx@m:mmm and integrated to break the cycle of
poverty and despair that hinder our efforts to improve education
and noammmcm:nuw American society.

NEA is not alone in its recommendations for a significant
federal investment in American children and youth. Economists,
business organizations such as the Committee for Economic
Development, and the American people themselves believe there is
an inextricable link between the quality of education and
ancillary programs and the quality of life in America.

Beyond enhancing these existing programs, we must also take
this opportunity to fundamentally rethink the goals of universal
public education. Some people believe we should return to the
educational practices and procedures of an earlier time. Some
believe we need more of the same: more hours in the school day,
more days in the year, more credits required for graduation. NEA
doesn't believe that either of these approaches is going to take
us very far.

Today's hearing comes at an opportune time. This past

weekend, some 400 NEA members gathered to discuss the
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relationship between public education and the economy at a
conference here in Washington. Our members heard and discussed
ways that American public education must adapt in order to
initiate, rather than simply react to, changes in the world
economy. The concepts discussed at this conference, and the
conclusions drawn, will not be foreign to you. It is readily
apparent that the industrial model for our economy, and thus for
our schools, is outmoded, and that the only way to ensure our
future economic vitality and national security is to make
fundamental changes wsAo:n system of public education. Not
change for change's sake, but change that reflects the
predictions of economists, business leaders, and public officials
for the coming age.

Robert Reich, the noted economist at Harvard's John F.
Kennedy School of Government, pointed out some important trends
in the economy and their implications for our educational system.
Quoting from a paper he issued at our conference, "Productivity
is no longer simply a matter of making more of what we already
make at less cost per unit...To add greater value to the world
economy we have to provide higher quality and tailor our products
and services to the particular needs of consumers.”

NEA believes that just as mass production is no longer
adequate to meet America's economic needs, mass produced
education is no longer sufficient to prepare our young people for
the work place or the world. This point goes to nmo heart of the
question this Subcommittee has raised about the adequacy of

current education policy to produce a competent and skilled work
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force through the year 2000. If we remain on the current course,
we can count on more of the same: a shrinking middle class,
families that must rely on two or even three incomes to survive,
and a growing underclass. Instead, we must chart a new course
that takes into account present realities.

We have seen phenomenal changes in every aspect of life in
the 20th century, and we have every reason to believe that the
already dizzying pace of change will continue to accelerate.
Developments in communication, transportation, and other
technologies have already dramatically transformed the work
place, so much so that I think we make a mistake if we believe
that by simply adding some "high tech" courses to the curriculum.
that we can adequately prepare today's students for tomorrow's
world. The use of computers in education is a good example of a
technology where students and teachers are learning together. 1In
many cases, students are far ahead of the teachers in both .
experience with computers and imagination about the applications
of computers. Increasingly, technological developments will
require that the primary role of a teacher be to establish a
structure for exploration, rather than what we consider the
traditional form of education in which a teacher attempts to
instill in students a set of facts which students later play back
on paper and pencil tests. Even in traditional subject areas,
such as literature, tomorrow's students will be better served by
an educational system that guides them through the vast array of
choices rather than drags them indifferently through a limited

scope of purely western, purely classical texts.
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Moreover, it isn't only technological changes that impact
the work place. Economists reject the traditional top-down
decision-making processes of American business as too slow to
adapt to changes in the marketplace. Consequently, America's
schools will need to prepare students to work through problems
and find solutions, and to accomplish that in a collaborative
setting in which they share understandings and build on each
others insights.

The top down model for education — patterned after the
industrial model and designed to prepare young people for working
within that system — is no longer relevant. If we are going to
prepare for the future, we must begin to think in terms of bottom
up processes: involving teachers more in making the essential
decisions that impact the learning process, giving greater
latitude to school districts and individual schools to be
innovative, and engaging students more Ms their own education.

Admittedly, there are risks involved in this approach.
Giving teachers greater autonomy will require the strongest
assurances that teachers are qualified to use that autonomy in
productive ways. Giving latitude to schools will require
accountability to ensure that their methods are effective and
that all students are well-served in the system. Making students
responsible for their own education means setting up a structure
that challenges them to investigate the world, not cutting them
loose to sink mn swim. NEA certainly believes that
accountability is important and necessary to keep the public in

public education. But we challenge the idea that accountability
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equates with a pencil and paper test or that accountability —
particularly as it regards students — means there must be winners
and losers.

For many years, NEA has maintained that ensuring a qualified
teacher in every classroom should be a national goal. The most
effective way to accomplish that goal is to grant teachers the
authority to determine who enters the profession. NEA has worked
to achieve that goal in our efforts to establish state
Professional Standards Boards and the National Board for
Professional Teaching Standards. When teachers control the
teaching profession, they will demand of their peers high
standards of education and training, they will demand high
standards of competence, they will hold the line against setting
one standard and nvm:,c:mmnawsmsm that through provisional,
emergency, and alternative certifjication.

The next step is to involve teachers in decision-making
pProcesses that have a direct effect on the quality of education
in their own classrooms. State governments and local school
districts have, to a large extent, taken the lead in education
reform by imposing new requirements or modifying old ones. There
are clearly appropriate state or local district administrative
actions, particularly those that help ensure equal educational
opportunity. But a state legislature can't write a curriculum
that will be appropriate for all schools or all students. And a
school district administration cannot establish procedures that
are going to be proper or effective for every class or every ’

student.
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At more than 100 different demonstration sites NEA members
are now at work fashioning innovative, new approaches to learning
and school structure. Moreover, this summer, I will ask all NEA
state affiliates to meet with their governors, state school
officials, and state legislators and together designate at least
one entire school district in every state as an experimental,
Hmeam laboratory to fundamentally explore the restructuring of
America's schools. One basis for this recommendation is the fact
that the diversity of American public schools is one of our
greatest strengths, one that school officials in Japan, for
example, are investigating mm.n:m% look at ways of improving
their school system. And while innovative schools and
alternative schools are an anathema in some quarters, NEA
believes that if school districts set out with specific goals in
mind — as they have in the demonstration sites I mentioned
earlier — and if they build on the lessons of these NEA projects,
they will be successful.

NEA finds it encouraging that there has been sustained
interest in gquality and equality in public education in recent
years. But more than interest is necessary. Clearly education
reform-is an unfinished agenda. And yet, building a system of
public education that is a solid foundation for a better America
cannot be accomplished by speeches. It cannot be accomplished by
issuing reports. And, with all due respect, it cannot be .
accomplished by Congressional hearings alone. Making the kind of
changes that need to be made in our system of public education is

going to require resources, yes. But it will also require a kind
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of sweat equity. All Americans must roll up their sleeves and
pitch in, investing their talents, their support, and their
resources to this essential enterprise.

Thank you.
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[From the Washington Post, Sunday, Apr. 10, 1988}
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mmnma-:-m a Nation at Risk

H: my last column, while
discussing the fifth anniversary
of the A Nation at Risk report, 1
said that if America is to compete
economically with other nations,

we must restructure education in .

profound, rather than superficial,
ways. 1 also said that the previous
five years have produced little
_onra..o_:v from the Reagan
Administration In financing
American education.

This past Friday, at an NEA-
sponsored oo:—.a_d:ao in Wash-
ington, D.C., E_zo_.h:w. -.Q:oi:o..._
Harvard economist Rob-

shares the marketplace it once
owned.

Our schools became anach-
ronisms. Our curricula became
obsolete. Our workers became un-
prepared for the changing eco-
nomic environment. America
became a nation at risk.

Reich insists that today’s chal-
lenge is “to provide our children
not with more education, but
rather with a different kind of
education.” An education that in-
troduces them to high-tech
creativity. An education that

ert B. Reich tackled this
critically 5—19.:5- issue
of restructuring educa-
tion. Reich began by
pointing to two missed
opportunities in recent
American history.

First, as the hightech -
information age rose
from the ashes of the
fndustrial age, public policy-
makers took little note. Our

. _ schools continued to prepare stu-

dents for jobs that demanded
conformity rather than creativity.
Assembly-line schools designed to.
prepare students for assembly-line
jobs remained the norm.

Second, policymakers hid from
the challenges posed by the
emerging global economy. Schools
met this new economic reality
with old educational habits, and
America remained wedded to a
two-tiered system that sharply
divided the educated elite from

semi-educated, semi-literate work-.

ers. As a result, America. now

nea
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Mary Hatwood Futretl .
President, NEA

stresses experimentation,
" not only repetition and
Reich notes that the en-
gine of American produc-
tivity is no longer fueled
by an elite corps of man-
agerial wizards. The new

engine is collaboration—

collaboration among -
workers at all levels.

That kind of collaboration de-
mands schools that place less
emphasis on competition, more
emphasis on cooperation. We in
NEA are working hard to build
this cooperation. In over 100
school buildings around the coun- .
try, NEA experimental programs
are empowering teachers, helping
faculties make decisions at the
achool site.

Professor Reich understands that

. rescuing a nation at risk demands

.turning the educational status quo
upside down. Cosmetic changes in
education will produce cosmetic re-
sults. A nation at risk will be saved
only by a nation of risk-takers.

Strost, N.W. « Washington, D.C. 20036

(303) 833-7%00 .
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Representative HAwkiINs. The Chair would simply ask permis-
sion that the introduction of each of the witnesses will precede
their presentation. We have at least a page on each of the wit-
nesses. I will not take the time to further distinguish witnesses
that are already well identified. We think that for the sake of the
record their introduction should precede their statement.

The next witness is Mr. Carlton Braun, vice president and direc-
tor of the Motorola Management Institute. Mr. Braun, I under-
stand, is accompanied by Mr. John Robinson, manager, external re-
lations-education. Mr. Braun, we will hear from you at this time.

STATEMENT OF CARLTON BRAUN, VICE PRESIDENT AND DIREC-
TOR, MOTOROLA MANAGEMENT INSTITUTE, ACCOMPANIED BY
JOHN W. ROBINSON, MANAGER, EXTERNAL RELATIONS, TRAIN-
ING AND EDUCATION CENTER

Mr. BRAUN. Good morning, Chairman Hawkins and Congress-
man McMillan. It is a pleasure being here this morning and shar-
ing some of our thoughts on the concept of the year 2000 and
where we see ourself today with the work force.

Picture, if you will, the year 2000. What will our factories look
like? Motorola is in the high technology type of manufacturing, so I
will speak to those issues as it relates to high technology electronic
type manufacturing.

Computers will play a big role in the factory of the future in the
year 2000. If you will, you can envision the data operating in a fac-
tory is really the main arm of how a factory will operate. The com-
puter networks will allow the factories to have fewer people within
the organization for managerial supervision and control. You will
see a lot flatter organization than what we have today in the hier-
archical sense of a general manager operating a factory to the
direct labor people as we know it today. Probably the spans of con-
trol may be from 8 to 10 and the layers of organization will prob-
ably be from 8 to 10.

It is envisioned that the factory of the future, of the year 2000,
and the factory with a future will have probably a layer of organi-
zation of two to three, from the senior person operating the facility
and managing the facility to what we would consider knowledgea-
ble workers, the knowledgeable worker that operates the factory in
the year 2000.

This is possible because of the computing abilities that we will
have in the year 2000 and of the advances made in automation and
mechanization.

%. this is the factory of the year 2000, let’s explore the factory of
today.

Most factories today fight for their existence. We have intense
global competition. Not just from Japan and some of our European
countries, but we also have Korea and Taiwan and some other
emerging countries that are in fierce competition with Motoiola
and other high technology companies in the United States.

Our work force today has changed to a degree from what we had
as a work force 10 years ago. We are expecting our work force
today to be more literate in the areas of reading, writing, and
arithmetic than maybe we all learned when we went to school.
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We find, however, in our most recent experience in establishing
breakthroughs in new manufacturing performance—and this is not
using robots or automation, but trying to do things a lot smarter
than maybe that we have in the last 10 years—we find that the
operators in the work force, the people that are actually in the pro-
duction areas and operating the production lines have to have
greater skills in the areas of problem solving, the ability to perform
maintenance on their own equipment in their own areas, to be able
to do mathematical calculation, and be able to take a written docu-
ment and be able to interpret this written document, and be able
to act on this written document, such as procedures, specifications,
et cetera.

We are finding, much to our disappointment, that the school sys-
tems today are not allowing these people coming into the work
force to have the basic skills necessary for us to be able to operate
the factories of the future, let alone talk about the factories of
today versus the factories of the future.

In the prepared statement that was submitted it cites an Arling-
ton Heights, IL, factory where we had the opportunity of breaking
through to a new level of performance, higher quality output, and
more complex types of product. We had to be very selective of the
employees that went into this work environment, and then the em-
ployees that finally ended up in this work environment. In this
production process, we had to again give them some remedial train-
ing in the areas of arithmetic, English, and simple statistics for
them to be able to work in a team environment.

That says that we over time have, I think, lost sight in our pri-
mary and secondary school system of the workers and the skills
the workers need for even today’s environment, let alone thinking
of the year 2000.

If we do not solve the problems of today, I think we will have a
very difficult time in the year 2000.

I will ask my colleague John Robinson also to make a couple
comments on this, because John is in touch with this on a day-to-
day basis in trying to understand some of the issues that we have
and what we, Motorola, and other industries like ourself can do in
order to help the situation so we do have a viable work force in the
mew 2000 and a viable manufacturing presence in the year 2000.

ohn.

_ Mr. RoBINSON. Good morning, Mr. Chairman and Congressman
McMillan. We see a bright future for our Motorola business and
our friends and associates, and our friendly competitors also see a
bright future. One of the biggest challenges we face, as Mr. Braun
has outlined, has to do with the work force we have.

Frankly, the factory of the future is the factory of today. Not
only have we a challenge in our plants in the Illinois area, but also
in Florida that are a step or two ahead. In those factories we are
even using automation that came from Japan. But in both cases
the work force has to be competent. We are looking at minimum
eight grade skills today. The dilemma we face is that the people
coming to us with high school diplomas don’t have the skills that
they need. They thought they had the skills; we thought they had
the skills; but when they actually begin to work we find, mutually,
the skills just are not there.
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We frankly can use some help from the Federal Government as a
partner along with the educational system. It is really a three-way
partnership: Federal Government; academia, primary and second-
ary; and business.

We would like to entertain a dialog for readjustment of some leg-
islative priorities. We think there are several items that need at-
tention.

One is the Educational Assistance Act which has been intro-
duced. That would allow basically tax free tuition reimbursement.
That expired last December. We are seeing a great agony right now
with our females and minorities who frankly don’t understand why
they are being taxed for tuition reimbursement when they are
trying to better their lot in life. That is a tough one for them. It is
very hard to explain to a single parent with two kids making
$17,000 a year why the Federal Government has to virtually take
all their paycheck on April 15. Their view is there has got to be
another way to cover the Federal deficit, et cetera.

We also see there ought to be perhaps a window of relief on the
Fair Labor Standards Act to allow the employers to go back and do
some of the educational remedial work. If the employees are will-
ing to volunteer to go back to school and the employers are willing
to pay for it, we do not think that the employer should have to pay
overtime for people going to school. We think that is not a viable
opportunity. The caveat, of course, is that if the employer must be
willing to provide it and pay for it, the employee ought to be will-
ing to volunteer for it, but we don’t think the employer should
have to pay overtime for people going to school for skills that they
thought they had and we thought they had.

One final one we would like to touch on has to do with JTPA
money. Today most of the money from JTPA has to go toward pro-
viding education and training for people who are presently outside
the work force. We would like to see that readjusted so that some
of the JTPA money, perhaps as much as half, can be used for
people who are already employed so that we can remain viable and
keep jobs here in America. So that when others who are being
trained now are looking for jobs there will be a viable manufactur-
ing environment where they can move and have jobs. Without that
kind of relief we are very concerned that some of those jobs will
have to migrate off shore just to remain competitive.

So we ask you to think about some of those things. Those are
outlined in detail in the prepared statement.

B Representative Hawkins. Thank you, Mr. Robinson and Mr.
raun.

[The prepared statement of Mr. Braun follows:]
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PREPARED STATEMENT OF CARLTON BRAUN

It is a pleasure to appear today before the distinguished
members of this Committee. The leadership of the Senate and
House and this Committee have demonstrated a strong sense of
urgency and seriousness of purpose in examining the adequacy of
U.S. education and, in particular, the problems of maintaining a
productive U.S. workforce that can compete on a global basis. The
factories of the future have become the factories of today. All of our-
long-range forecasts indicate that the requirements to manage
change and to increase the skills and knowledge of our employees
need to be implemented now and throughout the foreseeable
future. Everything depends on the steps taken now.

By the year 2000 there will be major changes in the
composition of the workforce. In summary, there will be a distinct
dichotomy between workplace needs and workforce capabilities.
This challenge needs a response NOW but let us assess the problem
and look at potential solutions. We can not afford an inadequate
response. Some facts:

(1) Minority youth will increase, while total numbers of

youth of working age will decrease.

(2) Entry level jobs will increasingly require a

higher level of technical skills.

(3) Women (single parents) will account for the majority of

laborforce growth, and

(4) Over 70% of workforce in year 2000 is already working

today.
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The jobs these people will be doing will constantly be restructured
and will require retraining.
My intention is to place on the record:
(1) Information regarding the people skill requirements
that Motorola finds necessary in order to maintain a
competitive workforce.
(2) An overview of the recommendations from our
Training Managers regarding employee retraining.
(3) Suggestions of ways the Federal Government might
provide incentives to motivate the worker and
industrial organizations to continuously improve the
knowledge and skill level of the workforce.
Motorola, a corporation which employs 99,000 individuals (of
which 60,000 are employed here in the United States), has a high
level of concern regarding continuity of va_ome.:r We have
installed a system of buffers to protect our regular full-time
employees, such as the use of part-time workers, vendoring,
worksharing, over-time control, and continuous education and
training. The nature of our jobs have changed dramatically in the
past five years requiring ever increasing skills and knowledge.
85% of the employees hired today and current employees
who are to remain a productive member of the team need to be

competent in the skill areas of:
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(1) the English language, written and verbal,

(2) problem-solving techniques,

(3) statistical process control methods,

(4) basic mathematics,

(5) team processes, and

(6) keyboard utilization.

Over 30,000 of our people conduct much of their work utilizing
computer terminals, computer control devices, and word processing
equipment, as job aids.

Our Trainer's experience has been that the majority of our
new hires are deficient in many of these areas. Again, we are
playing "catch up", doing remedial work instead of being efficient
and at full production.

Because of constant change in the marketplace, technology,
systems, and structure of organizations, it is necessary to
continuously upgrade the skill level of our entire workforce. Over
the course of 7-10 years, we must literally retrain each individual.
We can not afford to continue playing "catch up.”

As a major electronics corporation, Motorola invested $44
million in 1987 in the training of our employees. Most of that -
over 90 percent — was invested in upgrading the skill level of
existing employees.

The $44 million does not include the cost of employees’ salaries and

benefits while training occurs - that cost is additional.
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Thus, the total investment is over $100 million when participant
salary, benefit and lost opportunity costs are included.

This investment resulted in providing over 2 million hours
of training to our U.S. va_ow_mom. This includes 600,000 hours of
in-plant a,m.wazm sponsored by the corporate training department to
implement corporate-wide programs in quality »ivnoﬁgo:v cycle
time reduction, and participative management.

An additional 500,000 hours of in-plant training was
provided by the local sites, and employees were instructed in the
use of new automated equipment, new systems and procedures, and
new products. Many of these new products are being designed and
manufactured at a rate 50% faster than just a couple of years ago.
An-additional 1,000,000 hours of training was provided through our
Educational Assistance Program to employees who are pursuing
associate, bachelor, or masters degrees. The total cost of the
Educational Assistance Program is $3.5 million annually.

As you well know, Tuition Reimbursement, Section 127 of
IRC, expired on December 31, 1987. This assistance allowed
employees the opportunity to upgrade their skills without tax
penalty. It also meant upward mobility and tuition aid to
employees who are graduate level teaching and research assistants.
72% of employees using this incentive earn less than $30,000 a year
and 54.8% use tuition reimbursement to learn basic skills like

reading and writing and to upgrade their technical skills.
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To further refine our efforts we currently are determining
what training should be required, focused, or developmental.

(1) Required training targets, specific programs to new
employees and those employees nearing or desiring
promotion.

(2) Focused training is that training required of a segment of
Motorola's population in order to implement one of
Motorola's specific business strategies.

(3) Developmental training, which is dependent on the
individual employee, allows an individual to update
skills needed to do todays or tomorrows job.

At the beginning of 1987 it was anticipated that 40 to 80 hours
of education training annually will be necessary to keep our
management and workforce current.

In order to make sure that we have identified the right areas,
we established Training Advisory Councils at all of our major sites.
These councils enable local management, professionals, and
members of the workforce to identify what the training require-
ment needs are at their site today and tomorrow.

However, and please pay close attention, in conjunction with
those programs we tested our semi-skilled and skilled workers
extensively, and at great cost. The results indicated the United

States education system is working for too few of our employees.



Many semi-skilled can not read or write effectively. Unfortunately,
they are functionally illiterate for the future. Our Supervisors all
concurred on this. They discovered our employees did not know
the basics, had little successful testing experience, and had been
passed through the system. It puts self-esteem for many at an all
time low and leaves some areas facing deficits in required worker
skills. In a recent newly automated factory start-up we only found
125 of 500 employees who could meet minimum 8th grade
standards for Math and English comprehension. Retraining will be
required for the others.

For example, Diane Hays, Motorola's Training Manager in

rlington Heights summarized the results of her research this way:
"our local experience has shown us the school system is not
v_.osn::m the basic skills - there is horror story upon horror story of
workers who can not read, can not take tests and can not do simple
math.

In our high schools, cost prohibits many of the industrial
classes of the past. Hands on learning experiences, where a large
segment of students found their lifetime direction and self-esteem,
are gone today. These people are lost. They become discouraged,
they drop out, or, worse scenario, are just passed along. Thus

business has to become their remedial teachers.
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Given the situation, the work site is the most expedient way
to educate and retrain these people. When education involves
their bread and butter, they learn very quickly."

Diane's assessment was reiterated by many of our other
training and operations managers.

Meanwhile, two of our major industrial competitors, Japan
and the Federal Republic of Germany, are developing and
maintaining very productive workforces, not only in large
companies, but in mid-size and smaller organizations as well. In
Japan, 10% of the national income is spent on education, much of it
on continuing employee development.

In Germany, apprenticeship programs aim to ensure gvery
person entering the labor market is occupationally competent and
qualified. There are approved training firms offering 439
occupational training programs for their people. This system is
funded 20% by the regional governments, with the employers
picking up 80% of the tab.

In Japan and Germany children enter school speaking their
native language and progress very rapidly. In the industrial areas of
the U.S., the large numbers of children enter school without
comprehension of English. They immediately fall behind. Pre-
school English language classes could be one long-term solution to

our education problems in the workplace.
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The question, then, is not what to do for the year 2000 but
rather what must be done in 1988 so that we will have jobs in the
future.

To address the challenge we all face together, we suggest
Congress initiate the following:

(1) Reactivate the Employees Education Assistance Act

(IRC-127) for tax free tuition reimbursement.

(2) Modify the Fair Labor Standards Act (FLSA) to allow
employers who are willing to pay for re-education after
hours to do so without having to also pay wages where
employees are willing to volunteer their own time.

(3) Modify JTPA programs to enable local P.1.C.'s to spend
half of the funds to prepare workers for jobs and half to
retrain existing, employed workers for new technologies.

(4) Strengthen federal funds available for Math, Science,
and Literacy in primary, secondary schools.

Supporting the need to balance the federal budget and reduce
the debt, I am not suggesting new funds be allocated, but rather that
existing funds be re-deployed to maintain the skill level of currently
employed individuals rather than training people for jobs that do
not exist or training people who do not want to work.

At Motorola, we see excellent worldwide economic
opportunities for our products and services. The factory of the
future must be the factory of today. In business, we cannot put off

until tomorrow what must be done today.

86-034 0 - 88 - 6
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Industry, Education and the Federal Government must work
in concert for excellence in the workforce 1988 - then American will
truly have jobs, products and be at full strength in the year 2000.

In this competitive environment, the electronics industry
needs to be able to maintain workforce flexibility. We must act
now. If our people are well trained and can be proud of the work
they do, it will save money across the board. The impact will
positively affect families, crime rate, drug use. Once again, we all
agree education is the place to begin.

Job upgrading and life-long learning are truly new concepts
for the American economy. But in a competitive global market,
they are not merely quality of life issues but questions of economic
survival. Only with the best developed workforce can we hope to
compete globally and to ensure that the quality of life in the United
States is maintained and improved. We at Motorola are committed

to these critically important goals.
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Representative HAwkINs. The Chair would like to interrupt to
welcome Representative Hamilton Fish of New York, another
member of the Joint Economic Committee. Congressman Fish, if
you care to make a statement, we will be very glad to have it.

Representative FisH. I have no statement, Mr. Chairman.

Representative HAwkins. Thank you. The next witness is Mr.
Ernest Savoie, Ford Motor Co., director, Employee Development
Office, Employee Relations Staff. Mr. Savoie, we welcome you.

STATEMENT OF ERNEST J. SAVOIE, DIRECTOR, EMPLOYEE DE-
VELOPMENT OFFICE, EMPLOYEE RELATIONS STAFF, FORD
MOTOR CO.

Mr. Savoie. Thank you very much, Chairman Hawkins and
members of the subcommittee. We have prepared some testimony
on Ford’s transformation, which I think is a critical ingredient in
what we are talking about today, and also a document entitled
“From Vision to Reality” which documents some of the education
and training efforts that Ford and the UAW have put together that
are models that are being looked at by other companies and other
unions.

I am also personally delighted to be here, because as the father
of eight children I have an interest in their future and in the
future of this country and of our educational system. I would like
to talk briefly about four items.

One is the change in the company. As Ms. Futrell said, the work-
places are changing and they must change. This obviously has
something to do with the education for those workplaces.

Second, I would like to address what are some of the education
and training initiatives at Ford Motor Co. which extend far beyond
simply the entrance and the shop floor but go all the way up to our
board room.

Third, I would like to talk briefly about future investment and
employment prospects at Ford. I obviously cannot talk for the
whole auto industry since this is now a worldwide industry, rang-
ing from very, very small employers to the largest industrial orga-
nization in the world.

Finally, just a few words on the need for a national commitment
to the education and to the competence of the labor force.

I think it is appropriate that we begin our discussion with a look
at the transformation of Ford Motor Co., because in the early
1980’s this certainly, to parallel one of the phrases that was just
used, was a company at risk and a company that decided to rescue
itself from that risk.

The first thing we knew we had to do in an era of oil gluts and
recession and shop changes of all types and the great turbulence
was to change our style of management and to enlist the commit-
ment of our employees. So we launched efforts in participative
management, employee involvement, -group problem solving that
really shifted the power and shifted the way in which we operated
within our firm. That is a matter of broad record and has been dis-
seminated widely in society and many of our professional associa-
tions.
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One of the things that we learned is that there must be many
sources of participation. Obviously this means that the more
knowledgeable the people are, the broader their education, the
more they can participate.

Our foray into participation led us into employee development. It
was a very natural concomitant of that. That is one of the first les-
sons we learned.

Another lesson we learned was the lesson of excellence, that all
employees wish to produce excellent products and excellent serv-
ices and not just management, that they were willing to work and
willing to be committed.

We also learned that long-term job security must be some type of
an element if we wish to enlist the work force and its commitment,
and that we must be concerned about their health and about the
belonging needs of employees, and that this was a commitment
that we must make on the side of management. With the UAW we
have put in new educational programs, health programs, employee
assistance programs.

At a time when actually there was no money, we still decided to
go into that area and to put funds aside for that change in the
work force, so that our change would come through our people
commitment; that no strategy, no matter how powerful it was,
could be delivered without the commitment of that work force.

Finally, we said that we must have a special effort to the profes-
sional and personal development of people, both the dislocated and
those who would be at work in the new years, particularly going
into the year 2000. Where two-thirds of the work force is already
there is the team of the year 2080. You have heard of Team Taurus
and what we were able to accomplish with that cross-functional ap-
proach. There is also Team 2000 with us today.

The response to our education efforts, many of them with the
UAW, was phenomenal and beyond what we had expected.

In the hourly arena, some 15,000 people have taken computer lit-
eracy on their own time. In many cases we bring fully equipped
trailers right to the plants where the employees can become com-
puter literate, choosing courses of their own. There are some 6,000
people working with the local community systems where we bring
this right into the plant, with computer based training, open entry,
open exit, or in basic skills training,

Our college tuition enrollments have tripled. Researchers have
looked at this and they have found that this is an absolutely re-
markable development, and they hold it up as a model for future
cooperative developments between educational institutions, govern-
ment and industry.

In our hourly UAW we have some 109,000 workers. Fifty-six
thousand participated in some form of educational activity last
year. One-half of our work force voluntarily took on an educational
experience of some type.

In our salaried programs we have also done the same thing, and
we have had some 220 special programs with 137,000 offerings.

The results of all of this, I think, speak for themselves. In terms
of bottom-line results which people like to talk about, our product
quality has improved 60 percent, and our market share is up. Our
costs are down, and our efficiency has improved. We have had for 2
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years in a row the best profits worldwide in the auto industry, and
last year we shared some $636 million profit sharing with our em-
ployees.

This is the result of upgrading which takes place in an environ-
ment of commitment. I believe that for the competition of the
worldwide nature that we are facing, that management has a re-
sponsibility and unions have a responsibility with their manage-
ment to build that type of environment in which professional
growth and development take place.

With respect to education and training for the future, changes
have occurred and they are occurring now, all the way from the
floor to the board room. Our hourly employees must learn not only
statistical process control, but they must learn to work in new
group configurations, new forms of team work; they must be skilled
and willing to work in such configurations.

Our skilled employees are now computer literate and must
handle entire machine systems as opposed to simply individual ma-
chines, and they must understand the production process.

Last year we gave some 75,000 hours of training to 3,500 of our
clerical employees in the areas of word processing and computer
usage as we go into the work of the future.

Our manufacturing engineers are now using what used to be
theory on computer aided development, computer integrated manu-
facturing design. We have some 5,500 people now enrolled in some
54 courses.

All of our managers are required to take and practice new forms
of participative management and employee involvement as we
work into new areas such as process improvement, concept of cus-
tomer, design for assembly, and a special customer focus.

We even established an executive development center where
2,000 people worldwide have come to learn new strategies and to
cement our new relationships.

Beyond that, we have extended many of these courses to our sup-
pliers and to our dealers. We know that as a Ford family we cannot
exist just by ourselves where 70 percent of our work comes from
suppliers. We share many of the processes and many of our pro-
grams with them.

You may find it interesting that with respect to dealers that in
the after market an auto technician in 1965 needed to know per-
haps 5,000 pages of technical material. With that he could service
perhaps any car on the road. Today those same technicians would
have to know, if they really wanted to service any car on the road,
wvowpw 465,000 pages of material. That is about 250 big city phone

00ks.

We are working with more in cross-functional teams and coordi-
nated groups. We have major efforts going on in program improve-
ment. All of this will continue. So Team 2000 will need for us to be
even more skilled and work in team work to even a larger extent.

The predictions by all observers of the auto industry is that there
will be a serious overcapacity of some 5 million units as we go into
the 1990’s. There will be one-third more vehicles than buyers. Some
11 countries are selling vehicles here. Work in terms of absolute
employment levels will disappear, perhaps by some 20 to 25 per-
cent according to some predictions. This, of course, will happen in
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all manufacturing. The predictions are that manufacturing will be
15 percent of the work force in the year 1997.

Ford feels we must be competitive if we wish to have as many
U.S. jobs as possible in this environment. However, we see no abso-
lute employment growth at Ford. Despite this, there will be re-
placement employees, and because we have generous retirement
benefits and a relatively older work force—our average age is 44—
it is kind of remarkable that all that education is taking place with
that type of work force—we forecast that if we had current market
share, if we had no changes in technology, we would replace some
50,000 people by the year 2000.

We also see a need for a national commitment to education and
to the increase in labor force competition. Many of our problems
are a vexing social type that can only be resolved with the private
and the public working together. We feel we must join together for
solutions. We are convinced there are workable answers.

We have worked in partnership with some 100 educational insti-
tutions. We have worked in partnership with the Government
under the Job Training Partnership Act. Working together, we
have established 12 regional employment assistance centers. These
are described in the “From Vision to Reality” document.

I think we also need more research on how to support progress
in our educational institutions, more research with respect to the
applications of technology.

I think it is important that the development of individuals and of
human resources continue to be a key factor in our public policies
and in our private applications and that we work together to make
this happen. This is the way America was built in the past. I be-
lieve it is the way it will be built in the future. We believe at Ford
that Team 2000 is with us already; two-thirds of those people are
already at work; and we must emphasize not only new entrants to
the work force, not only the help for the dislocated, but also a boot-
strapping of all the education within the existing work force.
Thank you very much.

Representative HAwkins. Thank you.

[The prepared statement of Mr. Savoie, together with the docu-
ment referred to, follows:]
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PREPARED STATEMENT OF ERNEST J. SAVOIE

Introduction

Ford Motor Company is pleased to participate in the important endeavor

this subcommittee is undertaking.

The auto industry, of course, is made up of a great many diverse
companies, ranging from suppliers with a single small facility to the
world's largest industrial organization. Each of them presumably has
its own perceptions and viewpoints on the subjects we are discussing
today. My remarks, obviously, will be limited to Ford's experience and

Ford's sense of the future.

Even though the year 2000 will be here in less than 12 years,

forecasting that far ahead —- whether for the economy or for a

particular company -- is a risky and uncertain process. Technical, -
social, and competitive changes are happening at a breath-taking pace.

In today's turbulent environment, we can no longer discover the future

by extrapolating past and present trends. In truth, in our business,

when we cast a long glance down the road, we can only make what amount

to "best guesses.”
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Ford's i n_the 's

Ford's experience during the decade of the 1980's is a logical starting
point for my remarks because these indeed are turbulent years -- and
they have taught us important lessons. As we head for the year 2000,
the lessons we learned may be instructive for others as they too seek

to increase their competitiveness.

As the 1980's began, the U.S. auto industry was mired deep in
recession. Our sales had plummeted, and all the domestic producers
were having serious financial problems. It was clear —- to Ford, at
least —— that our trouble was not simply due to the business cycle.
Embedded in it were such powerful factors as the need for improved
quality, an explosive growth in worldwide competition, oil crises, lack
of trust in the workplace, ill-defined corporate values, and decades of

adversary labor-management relations.

The only real solution for Ford, we determined, was a total
transformation of our Company. So we set about the difficult task of
rethinking, redirecting, and reshaping almost every feature of our
entire organization. This was a task for all of us, at all levels of
the Company. Ultimately, we altered everything from how our products
look and work to the fundamental ways in which we address our

customers, our employees, our unions, and the world around us.
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We, in effect —— and without fully realizing it at the time -- began to

change the very culture of the Ford Motor Company.

We gave special attention to establishing creative new approaches to
employee relations and labor relations, stressing in particular

training and education.

All this, not surprisingly, made good sense to our employees and their
unions, so they joined us in our transformation effort. As they did,

Ford began creating what has been called an "industrial miracle.”

The Lessons We Learned

In the process of our turnaround, we learned a great deal about

managing the workforce of today and tomorrow.

The first thing we learned was that employee cooperation -- employee
commitment at all levels —- is still the bedrock of all corporate
strategies. However carefully management plans for the future, those
plans will succeed or fail depending on how well the total employee
team responds to them. Business success or failure now rests heavily

on this stark truth.
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An organization's real key for the future, then, is whether or not its
managers learn how to obtain employee commitment. This, more than
anything else, will determine if its products and services are of a

high quality.

To achieve employee commitment, we must recognize that managers, for
the most part, are dependent on the power which is accorded to them by
their m:uonuwnbnmm.‘ They need to understand that without the willing
cooperation of subordinates, major projects are surely doomed, and even

some of the most routine tasks will not get done.

This is a difficult concept for some traditional managers to grasp and
accept. But, as the information age unfolds, today's employees already
have been greatly empowered by their personal and professional
knowledge. Jobs —— both in the office and the factory — uunnmum“_..uwnv.
require high levels of technical and personal proficiency. In many
cases, only the employee who does the job truly knows how it should be

done, and how it can be done better.

We learned that as rapid growth and diffusion of knowledge takes place,
nevw notions of power and leadership are formed. Power in the workplace
increasingly must be shared. More and more of today's decisions have
to be made with wide consultation -- or they just will not stick.
Leadership of the informed mBuwo.%mm is different now because the
effective managers of today and tomorrow must be able to motivate and

inspire -- not just control and direct.
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Understanding the altered nature of power and leadership will become
even more critical in the future, particularly as the nature of work
and work organizations change -- and as we must function in an
increasingly interdependent global environment with its many rapid

developments.

Here are a few other important lessons for the future that our

revitalization is teaching us.

o Excellence is just as important to employees as it is to
management. Whatever their jobs, people want to be part of an
organization that is known for being best in ita class. One of
industry's major challenges for the future is to find the right

ways to channel this natural human desire.

o Long-term job security for employees must be a corporate goal,
not just an employee and union goal. If employees do not
believe that job security is a true corporate target, a company
will find it extremely difficult to achieve the level of

vorkforce cooperation it needs to succeed.

o There is great value in demonstrating genuine concern for the
health and well being of employees. It deepens commitment in

both directions -- employer to employee and employee to
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employer. Some of our joint programs with the UAW, such as the
Employee Assistance Program and the Health and Safety Program,

have been especially effective in this regard.

o There also is great value in providing employees with meaningful
opportunities for professional and personal development. It is
the natural complement to employee cooperation and commitment.
The more sophisticated, the more knowledgeable, and the more
capable the members of the team are, the more they can

" contribute. A better educated and developed workforce is vital
not only to an employer's future, but is critical for our mnation

as well,

As we undertook our own broad-scale educational efforts, we found
employees responding far beyond our expectations. The training
programs we jointly developed and sponsored with the UAW are a
particular case in point. On their own time, more than 15,000 active
hourly employees have enrolled in computer literacy classes, more than
6,000 have brushed up on their basic skills, and our college tuition

assistance enrollments have more than doubled.

In 1987, UAW-represented Ford employees voluntarily selected more than
56,000 educational and personal development wnn»i.n»nm under the

UAW-~Ford joint programs. That figure represents more than half of our
hourly workforce, although we know that some individuals took more than

one offering.
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The overall rate of participation in these programs has increased year
to year since their inception. Two researchers who examined the

UAW-Ford joint educational efforts called this growth remarkable.

Dr. Gary B. Hansen of Utah State University said the UAW-Ford education
effort 1s: ". . . a prototype of the kind of cooperatively-run
institutions and new human resource development approaches that are
desperately needed in America if we are to become competitive in the

world economy of the twenty-first century."

Since 1983 we also have developed about 220 special training programs
for our salaried employees. To date, these programs have benefited
more than 137,000 participants. To assist in this endeavor, we
established and equipped a central training facility for salaried

employee education and training.

Our transformation efforts have had bottom-line results that speak for
themselves: a 60 percent increase in product quality, an increase in

productivity and efficiency, reduced costs and waste, a higher market
share, and the best profits in the auto industry worldwide during the
last two years. Last year alone, Ford employees earned profit sharing

checks that totaled $636 million.



The nature of the work being performed in the auto industry is much
different now than it was only a few years ago, and swift change surely

will continue to occur.

At all levels today —— from the assembly line to the policy rooms ——
Ford employees are learning and practicing new problem-solving,
participation, and teamwork skills. Only ten years ago, these skills,

so vital to us now, were almost unheard of in the Company.

Today's hourly employees must operate and maintain extremely complex,
highly technical equipment. And nrmw often must learn some important
new job skills that were never traditionally assigned to them —- such
as statistical process control and the techniques of working in new

group configurations.

Many of our skilled tradesmen must now be computer literate to diagnose

and repair not just machinery, but entire machine systems.

Clerical and secretarial employees are now often technicians in the

true sense of the word, routinely operating sophisticated computers,
word vnonammon,m. and other electronic equipment. During the last two
years, 3,500 of our secretarial and clerical employees received about

75,000 hours of professional %433%3(3»58.
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Our engineers today are working with space-age concepts — such as
computer aided design and computer integrated manufacturing -- that
were mostly theory only a few years ago. Last year, more than 5,500 of
our manufacturing engineers enrolled in 54 training courses we provide

specifically for their discipline.

Managers and supervisors throughout the Company are learning a wide
range of new managerial methods to enhance productivity, quality, and

customer focus.

To round out our total transformation, in 1985 we established an
Executive Development Center. Some 2,000 of our top managers from all
over_the world have studied there, learning new strategic planning,

establishing new directions, and cementing our new cultural foundation.

Much of what we have done to educate and train employees also is going
on in the extended Ford family of suppliers and dealers. The ability
to service vehicles that are becoming more and more complex is a major
challenge to the automotive aftermarket business. As recently as 1965,
a technician vho understood about 5,000 pages of technical text could
service almost any vehicle on the road. Today, that technician would
have to understand about 465,000 pages of technical text -- about the

total number of pages you would find in 250 big-city telephone books.
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Everywhere — at all levels — work is taking on new configurations.-
Tasks increasingly are being done by coordinated groups and

cross-functional work teams. This is particularly true of the major
efforts we have undertaken to improve organizational effectiveness —-
efforts that go by such terms as product quality enhancement, process
improvement, simultaneous engineering, total quality excellence, and

concept-to-customer.

All of these changes —- and more —-- will continue to occur. They will,
in ».on,n. accelerate. As a result, the Ford "Team 2000" will have to be
even more competent and more committed. In less than 12 years, it will
have to be even more technically proficient and even more skilled at

problem solving, participation, and team building.

A vwhole new approach will be needed to train and educate the people who
are going to perform the drastically different jobs of the future.
Society generally may well have to make a larger investment in
education to provide the intellectual foundation. And employers, both
private and public, will have to make their own extensive investments
in education and training -- investments that probably go far beyond

traditional levels.

The American Society for Training and Development (ASTD) has put the
task into perspective for us. According to the ASTD, by the year 2000,

75 percent of all employees in the United States will need to be
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retrained or taught fresh skills. Production employees will require
about 42 hours of training every year, and the number of companies that

teach remedial basic education will have to double.

The ASTD estimates that U.S. companies are now spending about $40
billion a year on education and training, not counting the cost of time
avay from the job. That is no longer adequate, and the bill may soon
exceed the cost of the nation's university system, which is said to be

about $55 billion a year.

A great deal is at stake. We 1like to think the stakes are growth, a
rising standard of living, and a better future. But that may be
putting a false face on things. The real stakes may be the survival of
American industry —— maybe even the survival of the American way of

life.

Future Investpent and Egplovment

New competitive pressures have drastically altered the auto industry,

and its future is uncertain.

By the early Hooo.m. we believe there will be an overcapacity of more

than five million cars and trucks directed for sale in the United
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States. In other words, there will be roughly a third more vehicles
available for sale in this country than there will be customers to buy
them. At last count, cars from 11 countries were being sold in the

United States, and the list grows every year.

It is clear that some auto plants in the U.S. will disappear before the
turn of the century. Perhaps even some of the world's present auto

producers will go under.

The auto. industry, of course, is not the only place vhere factory work
is declining. By 1997 it is estimated that only 15 percent of the

nation's non-farm employment will be in the manufacturing sector.

In the face of these trends, Ford is determined to remain competitive
and protect as many U.S. jobs as we reasonably can. We have spent huge
sums modernizing our plants in recent years, and we will continue to

make large investments in products, facilities, and tooling.

But m#wm does not realistically translate into growth in Ford's
auto-related employment levels. Employment growth could be achieved
only by sharp increases in our market share, and that will be very,
very difficult to accomplish given the fact of industry overcapacity

and fierce worldwide competition.
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With today's realities, our emphasis must have a competitive focus. We
must produce more and better with less effort and less cost. That is
the classic definition of productivity. That is also the classic

definition of value.

Our dedication to productivity, quality, value, and customer
satisfaction is reflected -- together with out commitments to teamwork,
integrity, and continuous improvement -- in a statement of Ford's
Mission, Values, and Guiding Principles. This "Mission Statement” has
been widely communicated at all levels of our organization because it
emphasizes so many of the keys to m,nmcn»nw that a Ford Motor Company —-—

or any other company for that matter — continues to exist.

Although we do not expect our absolute employment levels to increase ——
and, indeed, numerous factors could even cause a decline — we do
expect to continue to hire fairly large numbers of replacement
employees. Mostly because of our generous retirement benefits,
relatively few Ford employees stay on the job until they are 65. At
current market share and levels of technology -- which, indeed, may be
too static a model on which to base a forecast -- between now and the
year 2000 we would need some 50,000 replacement employees in the U.S.

facilities of the parent company.



Competency

There are, clearly, no quick and easy solutions to the problems

associated with building competent workforces for the future.

Some of the most vexing issues we face are social. They involve
growing educational gaps that have enormous implications for the

nation.

Many training and education issues are essentially matters for
employers, 'msbwov.mow. and unions to address. But the government —— and
perhaps even others -- could continue to play a valuable role.
'

The challenge is both broad and deep. Dealing with it will nmni.n.o the
best efforts of every available resource. The nation needs to
thoughtfully examine how government, industry, unions, and the academic
community can effectively join forces to seek solutions. We need to
determine the proper mix between public policy, private initiatives,
and collective bargaining, and we need to design the structures and
arrangements that will provide the money and services this will

require.

We must do more. Beyond that, we must do better,
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Ford is convinced there are workable answers. To find them, however,
we may have to rethink our entire educational system from the ground

up.

We believe the need to elevate educational standards in society as a
whole has been demonstrated. We must not waste valuable time debating
this issue. And there is no question that new attention must be given
to the full range of job-related training, which includes the training
people receive before they enter employment, while they are employed,
and when they are forced to seek new employment. We are told the
typical worker of the future will have seven different Jjobs, several
different careers, and can expect to work for a number of different

employers.

We also need to carefully probe a lengthy list of attendant subjects,
such as the proper research needed to support progress and the

particular problems and opportunities that are presented by technology.

It is very likely that some of the best potential answers will be found
in private-public sector partnerships. Working together in responsible
ways, we are convinced that government, industry, education, and labor
can bring new perspectives, new thinking, and a shared sense of
dedication to our problem. We note that the trade bill now being
finalized by Congress provides $1 billion for retraining of dislocated
workers. Ford believes this is the right direction for our nation to

take.
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Ford has had extensive experience with projects that were undertaken in
partnership with the federal and state governments and with community
and private educational institutions. Some of these were tripartite,
involving our collective bargaining partner, the UAW; some were
multi-partite. Some of our npartnership” projects have been remarkably

effective and have earned wide recognition.

As one example, between January 1983 and now, 12 separate UAW-Ford
Reemployment Assistance Centers for dislocated workers have been
mmnmvw.memn and operated, sometimes with the help of supplemental
funding under the Job Training Partnership Act (JTPA). These centers
involve community colleges and other education vendors for counseling,
retraining, jod noqmwouamnn. and placement services for the worker —-
as well as some special family-oriented services. The structure and

operation of the centers are described in a booklet titled From Vision

To Reality, which contains articles on the UAW-Ford training effort
presented at the national Industrial Relations Research Association

spring meeting in 1985.

In very large measure, the success the United States has enjoyed can be
attributed to the intelligent development and use of our human
resources. Ford believes our success in the future will be achieved
the same way. " The nature of the human contribution has changed in some

obvious ways, but our people are still the key to our future.
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We must address the education of the coming generations and the future
new entrants to the workforce. But we must remember that most of the
people who will be at work -- at Ford and elsewhere -- in the year

2000, are the people who are at work today.

We must, therefore, also rededicate ourselves to developing the talents
and skills of our current people -- and to applying them

intelligently. And we must do it quickly. Time is running out for the

current team.

Thank you.



FROM VISION TO REALITY

The UAW and Ford create new directions
in employee development and training.
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Introduction

When the UAW and Ford negotiated their joint Employee Development and Training
Program in 1982, it was immediately evident they had turned new ground and were about
to erect new concepts. Nowhere in private industry had any other union and company
attempted anything similar. There were no precedents, no beacons for guidance.

That, of course, also meant the UAW and Ford were facing some major unknowns.
Exactly what forms would the new concepts take? Where would the initial emphasis be
placed? Who was going to be in charge of the Program and responsible for making things
happen? What elements of the Program were likely to gain momentum quickly, and where
was it going to encounter unexpected difficulty?

Today, many of the questions have been answered. And if there still are lingering
unknowns and even a few new questions, at least the direction of flow is clear.

Overall, the results have far exceeded original expectations. The UAW-Ford Employee
Development and Training Program has indeed added new dimensions to American labor-
management relations. New chapters have been written in the art and science of joint
endeavors, and long new strides have been taken in human development and fulfillment.

These achievements—how and why they were accomplished—are discussed in some
detail in the four papers that constitute this booklet. But the reader also will find valuable
discussions of some of the problems that developed, as well as insightful comments about
the Program’s continuing and future challenges.

All four papers were presented at the Spring (1985) Meeting of the Industrial Relations
Research Association, and will be publishéd in the IRRA’s Proceedings. In addition, they will
appear in the Labor Law Journal. This edition of the papers has been produced by the
UAW.Ford National Development and Training Center as part of an ongoing program of
publications.
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I An Outsider’s Appraisal

An Assessment of the UAW-ford Joint Approach
To the Training and Retraining of Workers

By Dr. Gary B. Hansen
Utah State University

On the basis of the presentations
made by our distinguished speakers
from Ford and the United Auto
Workers Union (UAW) we can look

During the past decade inf

0 o ities for education and

citizens and groups have expressed
a number of concerns about the
nation’s future. Among the issues

at the UAW-ord joint Employ
Development and Training Program
(EDTP) from either the micro or macro
level. At the micro level we can
evaluate what happens when the
EDTP is implemented in specific
plants and locations during a plant
closing or to provide educational
opportunities for employed workers,
Conversely, at the macro level we can
assess the EDTP in terms of human
resource development and/or indus-
trial or social policies at the company,
industry, or national level.

Thomas Pasco and Richard Collins
have presented an excellent over-
view of the EDTP and a look at the
variety and extent of services offered.
Marshall Goldberg has given us some
basic information and perceptive
observations about the operations of
the Career Services and Reemploy-
ment Assistance Centers designed to
help laidoff workers in Michigan and
displaced workers in plant closures in
San Jose, California, and Sheffield

receiving ¢ ion have
been: (1) declines in productivity,
major structural changes in the
economy, foreign competition, and
industrial competitiveness; (2) con-
cern with the education and training
systems serving the needs of the
nation and its citizens; and (3) increas-
ing concem about workers quality of
life in their places of employment.
The responses to these and other
related issues have been extensive
and varied. Numerous national com-
missions, presidential task forces,
academic scholars, industry associa-
tions, companies, and unions have
studied the problems and issued
voluminous reports and recom-
mendations. A few of their recom-
mendations have found their way into
legislation, policy, and practice.
Interestingly enough, nearly every

training (worker self-renewa! and
career education) for workers locked
in dull, repetitive jobs.

O For workers in declining indus-
tries: (1) provision of timely notice
of major impending changes in work-
force levels or plant closings; (2) ad-
vance planning for work force reduc-
tions through attrition; (3) industry-
specific training, retraining, and re-
location programs; (4) programs for
community readjustment.

O Greater investment in job-
related training and additional incen-
tives to encourage greater commit-
ment to job training and career
development among employees and
employers.

O Labor-management cooperation.
Labor and management should ex-
amine opportunities and incentives
for working together to increase the
productivity of their enterprise
through training and other appro-
priate areas. Where appropriate,

report and study of these probl
has contained similar condlusions and
recommendations about issues deal-

Alabama.
Our session Chai

ing with work particularty their
education and development, training,
Ernest and invoh in

Savoie, has given us a cogent and in-
sightful analysis of current develop-
ments in training and retraining aris-
ing out of collective bargaining in
other industries and a peek at the
future agenda for the EDTP from the
perspective of Ford. Taken together,
these presentations convey a picture
of the dynamic UAW-Ford EDTP as a
pathbreaking training and develop-
ment venture.

Because | befieve the philosophy
and concepts underpinning the
UAW-Ford venture in employee
development are of great significance
to the nation’s economic wellbeing,
1 will focus on the macro levet of the
EDTP and discuss it from that

perspective.

decisionmaking. To successfully meet
the challenges we need:

0 More worker participation in
decisions affecting their lives.

O innovative approaches to work
organization which will permit more
participation and greater utilization of
workers’ skills, commitment, and
enthusiasm.

y labo: councils
should be established to aid this pro-
cess and to provide such services as
defining training objectives and stan-
dards or managing training programs.

O Changing the attitude of learn-
ing in business and industry from it
is what we did in school” to “It is
what we do everyday to make for a
better job and a better life.”

O Competent work force manage-
ment and the mastery of production.
The creation of production systems
dedicated to on-going learning and
communication, used in tandem with
a skilled and responsibie work force
and up-to-date technologies.

American industry’s response to
these and other recommendations of
the commissions and task forces over
the past fifteen years has not been en-
couraging, It has consisted of a lot of
huffing and puffing, some frenetic
activity by a few companies to “do
something,” and a deafening silence
on the part of the majority of firms,
Unfortunately few examples of
creative thinking, sustained effort,
and innovative programming can be
identified. The list of firms that have

iously addi d human
issues and are dealing constructively
with them is minuscule.




2

Given the general indifference with
which private industry and govern-
ment received the reports, it is all the
more remarkable that a few business
firms u:m organizations have im-
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In making these statements, three
questions need to be asked and
answered: Why and how did Ford
and the UAW make the EDTP a reali-
ty? Why and how did Ford and the
UAW i contract

d many of the
and task forces’ rec

B
that add! =m~1< all of the Su_c-

Among those on that short, select list
are the auto industry, represented by
Ford, General Motors, and the United
Auto Workers Union and, joining
more recently, the Communications
Workers of America and AT&T.
Remarkably, the charter of the
UAWFord EDTP encompasses the
essence of what the experts have
recommended.

On the basis of my limited
knowledge and research | believe the
creation of the joint UAW-Ford EDTP
represents one of the more creax
tive and far-sighted ¢

human resource issues cited in the
commission reports? What makes the
UAW-Ford EDTP exemplary when
compared to other jointly developed
training and development programs?
For complete answers to these ques-
tions we need to talk with key person-
nel from both Ford and the UAW—
some of whom are with us today.
While I do not presume to know
the full story behind the events
leading up to the creation of the
UAW-Ford EDTP, my guess is that
they would include: (1) the auto de-

L}

approaches to human resource
development in the private sector in
the past two decades. This venture
also represents one of the more com-
prehensive and exciting efforts in
employee development and training
currently underway in America.

The UAW-Ford National
Development and Train-
ing Center in Dearborn,
Michigan.

vzwmm_o:ru.._:dcﬂwi—:n:
resulted in the m:wmmn:mE layoff of
nearly half of Ford’s hourly work
force; (2) the threat of Japanese com-
petition and Ford’s eye-opening
studies of Japanese auto manufactur-
ing systems; (3) a stable company-
wide collective bargaining framework
which accommodates centralized
joint policy making; (4) the achieve-

ment of a level of “trust” in the rela-
tionship between the Company and
the Union which allows for more
creative and risky ventures; and (5) the
state of “readiness” of Ford and the
UAW as a result of the implementa-
tion in 1979 of a new employee rela-
tions philosophy known as employee
involvement, which rested on the
principle that;

people have more to offer than
the strength of their bodies—
that when given the opportuni
ty, the time and the training,
they can and will contribute
mightily in terms of positive
ideas that solve work-related
problems, improve the work
environment, and enhance
work relationships. 7
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The 1982 collective bargaining
agreement was another step in the
development of the UAW-ford
relationship.

While the five foregoing events en-
couraged joint union-management
measures, | cliammgrﬁaava
vided the real impetus to the creation
of the EDTP: the presence of far-
sighted Ford and UAW leaders who
have a vision of what can be accom-
plished if they work constructively
and cooperatively with each other
and are prepared to act.

Several reasons can be given in
response to the question, What does
the UAW-Ford EDTP encompass that
makes it exemplary? &/

(1) The EDTP embodies broad and

Sd-om_ug&mh_mi.:rn__ 79:.?
employees, including the needs of
laidoff workers and the needs
expectations of active employees.
Most employers show little concen
for either group, a few show concern
for one or the other group, but very
few show concern for both groups,
{5) The focus of the EDTP is on the
individual and is participant driven;
and requests for assistance
g SEHMQ. At the same time
it attempts to keep in touch with reali-
ty; there is no guaranteed outcome,
the emphasis is on creating oppor-
tunities and empowering people to
improve themselves.
(6) The creation of the National
Devel and Training Center

noble objectives. In the words of Ford
and UAW officials, the program is:

a venture to be revolutionary in

expressed needs of employees and
the resources and opportunities
available in their communities. The
expansion of the EDTP's available
resources and other changes in the
1984 collective bargaining agreement
demonstrate the validity of this point.
(9} The EDTP works. The results of
the first three years speak for
themselves. As outlined by Messrs.
Pasco, Collins, Goldberg, and Savoie,
the programs, the leadership, and the
initial outcomes of completed proj
ects all suggest that Ford and the
UAW have created a winner. .
What about the future of the UAW-
Ford EDTP? Are there any challenges
ahead? My answer is yes, there are
many challenges ahead, including:

i::um:ﬁmn& home on the campus (1) Maintaining Company and
of Henry Ford Community College Union commitment and support for
and a joint gy ing body consisti the Changes in Company

of key principals from the Union and

scope, dynamic in character, the Company provides a permanent
ponsive to the p | instituti base not y
and career needs of UAW- associated with a program of this

represented hourly employees
of Ford Motor Company and
beneficial to the mutual goals
of greater job security and in-

kind. The small NDTC staff, jointly led
by persons drawn from the union and
management, provide support and
technical assistance to local EDTP
C i and

creased competith

) The EDTP is not cut out of whole
cloth, but is another piece in the
tapestry of jointism constructed by
the parties. It is one of a number of
features that were crafted by the
Company and the Union into a broad
framework of interlocking arrange-
ments designed to enhance job
security, competitiveness, and mutual
growth. The EDTP is complementary
to and supplements a wide array of
other programs and efforts.

() The EDTP is more than just a
training and development program in
the ::hao:u_ sense. Itis intended to
be as much a participatory process as
a development and training program,
providing the employee, the UAW,
and the Company a voice in a variety
of new ways. True joint participation
means that all interested parties at the
national and local levels must have a
meaningful role in the process and
must feel responsibility and owner-
ship.

p a
philosophy of networking to the ex-
tent practical with existing educa-
tional institutions and local communi-
ty resources.

@) The EDTP is undergirded by in-
dependent, negotiated financial
resources. The basic “nickel an hour”
fund (which in 1984 was increased
t0 10¢ per hour worked plus 50¢ per
hour accrual for overtime hours
worked in excess of 5% of straight
time) provides the NDTC with suffi-
cient money to be proactive, take
risks, and leverage resources with
other public agencies in the interests
of EDTP abjectives. The EDTP is not
dependent on the vagaries of public
funding or mood swings of Congress
for its lifeblood, Witness the current
disarray in Title |1l of the Job Train-
ing Partnership Act.

®) The EDTP is a living, growing
concept. It was not created to deliver
a limited set of permanent or
Sacrosanct programmatic activities in
the same way in every plant or com-
munity. The EDTP was given flexibili-
ty and freedom to grow and reshape
itsef over time, based upon the

and Union leadership could result in
a loss of interest and involvement
over time, especially in the face of
pressures for a “return to normalcy”
in  Company-Uriion relationships
during prosperous times.

) Maintaining the momentum,
excitement, and sense of high pur-
pose the new venture presented to
NDTC founding staff and support
personnel. With the passage of time
come changes in personnel, growth
of bureaucracy, routinizing of ser-
vices, and complicated procedures.

) Holding fast to basic principles:
flexibility, focus on the individual,
keeping in touch with reality, true
ioint participation and multiple crea-
tion, and the desire to “try.” These
principles are the heart of the EDTP
and must be preserved in order to
ensure the vitality of the program.

) Establishing effective linkages
between the EDTP and the intemaf in-
dustrial training system at Ford. Has
industrial training at Ford been
modemized and vitalized? Will the
efforts of the EDTP and the intemat
training system be mutually suppor-
tive for both or wiil they be operated
as separate and isolated systems?



(5) Developing career ladders and
iti moq workers
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AS__.__:m Partnership Act-funded

which take m%m:ﬁmo ¢* education
and training provided through the
the EDTP contribute to the
of human capital for Ford
or will it serve as a vehicle to pre-
pare workers to seek opportunities
elsewhere?

6) Redesigning work to accom-
modate the learning environment and
cooperative ethos which EDTP is
capable of inculcating. Not all
workers can move up a career ladder
or be promoted to higher leve! posi-
tions. Can work at Ford be rede-
signed or organized to take full ad-
vantage of and foster human resource
development in harmony with the
goals of the EDTP?

7} Developing enough expertise
and experience at the local level to
use the revenue generated by the
new local training funds (accrual of
5¢ per hour worked) wisely and
creatively. Local EDTP Committees
will have to be careful not to be
snookered by charatans and con-
sultants who have one patent
ine for every probf

Y and training
programs subvert or change the pro-
gram directions in the interests of
larger or illdefined social goals.

(10y Preaching to the unconverted—
intemally and extenally. Will suffi-
cient resources be made available on
a continuing basis to share ideas and
disseminate information about the
EDTP and its philosophy to athers in
order to have an impact on the larger
society? Other employers and unions
as well as some Ford and UAW peo-
ple need to hear and believe the word
if there is going to be continuing
progress.

The UAW-Ford EDTP is unique
because no similar program exists in
any other industry in the United
States at the present time—with the
possible exception of the new AT&T-
CWA efforts. The EDTP, with its extra-
ordinary principles, dynamic level
of activity, innovative funding, and
record of success, serves as an exem-
plary but lonely beacon; it is a pro-
totype of the kind of cooperatively-
run institutions and new human

its symptoms, and are mwmma
to sell it in fancy packaging at pre-
mium prices.

(8) Not taking on too many addi-
tional functions. There is a real danger
that the NDTC may be given so many
desirable new tasks and assignments
that it will become fragmented and
lose sight of its primary purpose of
fostering human resource develop-
ment.

(9) Maintaining effective control and
leadership over the EDTP and not let-
ting (a) “professionals” in educational
institutions with their own vested.in-
terest (and declining markets) talk
NDTC staff and EDTP committees in-
to signing long-term agreements or
buy “off the shelf” courses which
may not be relevant to the real needs
and interests of Ford workers; and (b)
government officials directing the job

resource develop approaches
that are desperately needed in
America if we are to be competitive
in the world economy of the twenty-
first century.

1 am not as optimistic as some
about achieving progress throughout
the rest of the economy. The decade
is half over and, with a few notable
exceptions such as those discussed
by this panel, training remains “one
of the untapped, unworked areas of
labor-management relationships” in
American industry today. It is my
hope that Ford and the UAW will
continue to lead the way and that
other firms and industries will “see
the fight” and learn from their
experience.

Footnotes
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Northeast-Midwest Institute; The
American Economy i Transition, 1962,
The Sixty-Third American Assembty,
Arden House, Harriman, New York,
November 11-14; <$..ﬂ House Con-

tor Initiatives, August 24, 1963, Pitts-
burgh, Pa., Washington: GPO; William
L Abemathy, Kim B. Clark, and
Alan M. Kantrow, 1933, Industrial
Renaissance: Producing a Competitive
Future for America. New York: Basic
Books.

2 Statement of Emest . Savoie, Director,
Labor Relations Planning and Employ-
ment Office, Labor Relations Staff, Ford
Motor Company before the Joint
Economic Committee, September 23,
1983, 2.

3 information on the EDTP in items 1
through 8 is based in part on the

Center, 1382, Dearborn, Mich.: UAW-
Ford NDTC; and Ernest |. Savoie, 1984,
“Effective Partnerships: Employee
Development as a Labor-
Management Project, The Work Life
Review, liL.
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Working Together—Today and Tomorrow

Current Developments and Future Agenda in Union-Management
Cooperation in Training and Retraining of Workers

By Ernest J. Savoie, Director of Labor Relations
Planning and Employment Office, Ford Motor Company

Education, training, retraining, and This paper reviews emerging  Each of these factors, singly and
ployee develop have long  d P in collective bargaining in combinati affects individ
been part of the American hope and  in the area of ployee de P companies, unions, and workforces
the American dream. They have and training, with special emphasis in different ways and in varying
hefped pave the road to middle class on joint labor-management efforts. It degrees. As a group, these causal

life, contributed to the productivity
and efficiency of the firm and of the
economy, proven of value in facili-
tating social and geographic mobility,
improved the social and political
fabric, promoted the welfare of
groups, and enhanced the quality of
individual tife.

Despite this, training and employee
development have occupied a limited
place in collective bargaining, Just
as recently as September 1982, at a
national meeting of Ford and UAW
leaders, John Dunlop (former Secre-
tary of Labor, Harvard professor, and
guru of labor-management commit-
tees) observed:

| have had the privilege of
working with committees of all
types.... The thing that interests
me...about your activities is
that, except for fairly routine
apprenticeship committees in
other industries, | cannot think
of a serious labor.management
committee in our country that
has been as concerned or as
imaginative as you have in deal-
ing with the problems of train-
ing. I've always thought train-
5“8 be one of the untapped,
unworked areas of fabor-
management relationships, and
I am pleased that you are

does not deal with those aspects of
collective bargaining that focus on
traditional areas such as purely on-

e

factors suggest training and retraining
will continue to be subjects of grow-
ing importance in collective bargain-

thejob training (OM), app
training, or training related to inter-
nal promotions or to work replace-
ment assignments. And it deals only
in a cursory way with the fairty com-
mon application of job-specific re-
training clauses refated to changes in
technology or in the organization and
structure of work.
UNDERLYING FACTORS

Before starting our review, it may
be helpful to mention briefly the
key underlying factors promoting

ing as and unions
strive to find common ground in
maintaining a trained and productive
workforce, while at the same time
handling worker dislocation in
responsible and humane ways.
Because of the underlying factors
just reviewed, a number of the cok
lective bargaining agreements nego-
tiated in the first half of the 1380s
addressed training and employee
development nc:nm:.m.n Joint activ-
ity, though not universal or of land-
slide proportions, has been marked.

increased from employ
and unions to this aspect of industrial
relations. Most of these factors are
well known and have been discussed
in other contexts, but each one ha:

It is concentrated in autos and com-
munications and to a lesser extent in
steel and agricultural implements.
The driving forces in autos and com-
ications include the depressi

contributed to a growing emphasi
on training in the collective bargain-
ing arena. They include intensified

of 1960-1982, technological change,
deregulation (in the case of com-
munications), and a background of

global and local comp indus-
trial restructuring and geographical
shifts in the location of industry;
the relative decline of the goods pro-
ducing sector and the continuing
growth of employment in services;
widespread technological change,
especially in information processing
and control; deregulation in certain
sectors; changes in the growth and
ition of the workforce; a con-

p ing this joint
in that particular way. 1

cern with the quality of education
of new entrants; at the same time, a
concern that a more educated,
middle-aged group faces dedlining
opportunities for upward mobility
and for using the education they have
attained; and the introduction of new
managerial and industrial relations
systems under the broad rubric of
Pparticipation,

joint participatory workplace efforts.
Auto and communications agree-
ments provide programs for both
active and displaced workers. In steel
and agricultural implements, efforts
are concentrated on the displaced.



prog!
for active workers, and increasingly
for displaced workers, also exist with
varying degrees of jointness in certain
areas of the construction and the ser-
vice sectors. These are related more,
however, to on-thefob and career
training, including certification and
licensing, than to the broad education
and personal development character-
istic of autos and communications.
furthermore, they are apt to be ad-
ministered more by the unions
themselves than by jointly directed
employer-union structures, and
hence are more akin to negotiated
union health and welfare funds that
are supported by employer contribu-
tions. Under the Stabilization Agree-
ment of the Sheet Meta! Industry, for
example, emplovers contribute three
percent of gross payroll for various
employment security purposes to a
trust fund, including a National Train-
ing Fund. Arrangements of this type
are not considered in this paper.

AUTOS

The UAW-Ford 1982 Agreement
stands out as the frontrunner of a
comprehensive w_uv_dmn: The UAW-
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enlarged program funding and
coverage in 1984. None of the other
auto companies, suppliers, or
agriculturat _SEnEmE companies

The 1983 contract called for creation
of a joint company-union Training
Advisory Board (TAB) in each com-
v»:« _Each TAB was to develop,

have comp: plans, although
specific features have been added to
a few agreements.

In 1983, the Communications
Workers of America (CWA), AT&T,

, evaluate, and modify, as
necessary, wo types of training for
active workers. Career and personal
development training was to help
CWA Smivm; grow personally and

and other c ications com-

panies adopted education and re-
ing provisions aimed at handling
Is upgrading and dislocations
resulting from deregulation and
technological change. Although less
comprehensive than autos, these joint
arrangements represent a broad ap-
proach, and we will review them next.
COMMUNICATIONS

The CWA represents approximately
600,000 workers nationwide. Prior
to the divestiture on January 1,
1984, 85% of CWA members worked
for one employer, AT&T.
g, AT&T agreed
n on jointly ad-
ng
programs. Since the contract was
signed, AT&T has spun off its Bell
Operating Companies under court-
ordered divesti As a result, rather

Ford E and
Training 13m§,: .mU._‘E s described
in two papers presented to this spring
IRRA conference (Pasco and Coliins
1985 and Goldberg 1985) and will be
treated here only in a general way for
its place and impact. GM and the
UAW adopted a similar approach in
1982, and then both GM and Ford

UAW and Ford negotia-
tors reach agreement
on their 1984 Contract,
which included expan-
sion of the Employee
Development and Tram-
ing Program,

than a single program emanati m
from a national framework, there
be a series of training programs in-
dividually operated by the new AT&T
and the new Operating Companies.

Job displacement train-
_:w was to rm_v members whose jobs
were changed or eliminated by new
technology or market forces to
prepare for other jobs within the
company. There is an active TAB in
each company, and both types of
training are being offered. Courses
are offered outside of working hours,
and time spent in training is volun-
tary and unpaid. The major emphasis
thus far has been on personal and
career development, but a few of the
joint committees have set up retrain-
ing courses for workers whose jobs
are to be eliminated.



Among the joint CWA-employer
programs around the country, the
amount of innovation has varied. In
many cases, the committees have
focused on increasing participation
in previously existing training pro-
grams, such as home study and
tuition assistance. In one case, how-
ever, a completely new program was
developed. The TAB for CWA-North-
western Bell contracted with Metro-
politan Technical Community College
{Metro Tech) in Omaha, Nebraska, to
offer counseling and training through
the existing network of ¢ i
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As is true in other companies and
industrial settings, some CWA
members require remedial courses in
basic skills before they can benefit
from advanced technical training, and
some of the new training programs
provide such courses. For _

TRAINING RELATED TO
PERMANENT DISLOCATION

The plight of dislocated mature
workers is a major social issue, ad-
dressed in part by the Job Training
Partnership Act of 1962 (ITPA). Unions
and have lly ad-

CWA members at Bell Laboratories (a
part of ATAT) include many people
whose native language is Itafian or
Spanish, The TAB contracted with
Rutgers University to provide a four-
month course in English as a second
language for this group, and also set

Y
colleges in a five-state region. Any in-
terested CWA member can receive
free vocational testing and guidance
at the nearest community college.
Based on this counseling, workers
can enroll free in a wide range of
courses. Tuition is paid up-front for
courses aimed at either career
advancement within Northwestern
Bell or a new career outside the com-
pany. Metro Tech also has arranged
to provide intensive counseling and
job search assistance to workers
displaced due to office closings
in rural areas. Workers who have
received notice of termination are
encouraged to enroll in classes before
they leave the company.

86-034 0 - 88 - 7

up an indivi Leaming Center
for reading improvement. The CWA-
Chesapeake and Potomac (C&P}
Telephone TAB iated a similar
approach to training in basic skills.
Called the ATLAS program, it allows
CWA members at C&P 10 enroll in
free, seif-paced, after-hours courses at
their worksite on topics ranging from
vocabulary building and reading com-
prehension to basic math and test-

taking skils.
The need to cope with problems
caused by the divesti has re-

Y
dressed the issue of worker disloca-
tion in two principal ways. The tradi-
tional approach has been to negotiate
provisions to try to prevent closings
outright or to discourage them
through increased employer costs by
restricting layoffs, increasing job
transfer rights, seeking more paid
non-work time, sustaining employee
incomes for prolonged periods, or
providing generous employee buy-
outs. Recently, given the realization
that many of these displacements in-
deed wiil be permanent, there has
been an emphasis on employee train-
ing, retraining, relocation, and related
services, to be provided in some
cases prior to layoff and in others
after workers are laid off. Certainly,
that was the case in autos and
¢

strained the progress of many TABs.
Also, there is no central TAB, As a
result of these two factors, the pro-
gram is uneven across the country. To
help rectify this situation and provide
a common base of information,
CWA’s Development and Research
Department is in the process of put-
ting together an overal! model which
could be used by any of the joint
committees.

The CWA-type program has been
negetiated also by other unions with
contracts with AT&T and the indepen-
dent companies (e.g., IBEW), and by
other commu; ions companies
and unions (e.g., General Telephone
Company of Wisconsin).

On a broader basis, the trend to in-
cluding training in bargaining
agreements is reflected in the AFL-
CiO’s periodic comparison of 100 ma-
jor contracts. The most recent com-
parison showed that 75 of them in-
cluded provisions on technological
change, work transfer, or plant clos-
ing. Of these 75, 31 contracts (41%)
provided for advance notice, 21 (28%)
provided rights to training for a new
iob, and nine (12%) set up a special
company/union committee. In the
event of plant closing, 15 (20%) of the
<contracts provide for advance notice,
six (8%) provide rights to training for
a new job, and two (3%) set up a
special company/union committee,
(industrial Union Department [IUD],
AFL-CIO 1984).
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In steel, 1933 collective bargaining In 1962 negotiations with a coalition
g recognized pe of 13 unions, General Electric agreed
worker displacement and included a  to establish an Employ i e
pledge to pursue jointly JTPA, Trade Program to help employees ter-
Readjustment Act (TRA), and related  minated because of a plant closing to

funds. Employer funding is not re-
quired under the language of the
agreements, but a number of steel
companies including U.S. Steel, In-
land, and Great Lakes are voluntarily
contributing out-of-pocket matching
amounts in order to obtain grants
under JTPA, Where grants are ob-
tained, the employer and the United
Steel Workers of America establish a
nt advisory board and operate a
int center to assist laidoff workers.
one instance, a joint effort was
specified in a collective bargaining
agreement. Jones and Laughlin
agreed, as part of its purchase of a
competitor’s small steel plant that had
been closed, to fund and jointly
operate the Midland Center for
Career Devetopment (Pennsylvania).
The steetworkers report they are
operating six major centers,

At International Harvester, in 1934
bargaining, the company and the
UAW reaffirmed their 1382 commit-
ment to joint retraining of dislocated
workers, using funds to match JTPA
amounts. In addition, the Company
agreed to replenish the Training Fund
10 a total of $1 on in each of
the first two years of the new agree-
ment—twice as much as required

find new jobs and to leam new skiils.
The Program has two major elements
—Job Placement Assistance, such as
counseling in job search
interviewing techniques, sl
ment, and resume prep:

tndividual unions and AfL-CIO
national and state units have on their
oown obtained [TPA funds to run com-
munity and union assistance centers
and related programs for dislocated
workers, but these are independent
efforts and not the negotiated joint
endeavors that are the subject of this

paper.
In many situations, the parties’
iated and letters of

£ducation and Retraining Assistance,
which reimburses employees for up
to $1,800 for approved courses com-
pleted within two years following ter-
mination. As in the steel industry, no
funding is required, but GE has volun-
tarily provided money in order to ob-
tain JTPA funds where it has closed
or consolidated plants. Local union
participation is encouraged in job
placement assistance activities, but

::nmiw:aﬂm may not reflect the
extent of their joint efforts or the
scope of their training programs, and
it is difficult to generalize about them
solely on the basis of contractual
language or survey summaries. For
example, the 1982 letter of under-
standing establishing the UAW-Ford
Training Program included an objec-
tive of arranging trai
and l assistance for dis-

the Program is not formally admi
tered jointly. Westinghouse and its
unions have similar education and
training assistance provisions.

In many cases, particularly in the
event of plant closings, companies
have undertaken outplacement
efforts essentially managed by them-
selves (or by hired outside firms) with
the wholehearted support of their
union(s), sometimes in cooperation
with private industry councils. (See,
for example, the Goodyear/Rubber
Workers and Bethlehem/Steetworkers
cases in Kolberg 1983.) These ad hoc

under the 1982 Agi The par-
ties also agreed to expand counsefing
and retraining efforts for workers
affected by plant closings.

s, while important and
useful, are not the fully joint efforts
we are focusing on and usually have
been characterized by a limited range
of services and by a fairly short time-
table. We can expect to see this
change, however, as experience is ac-
cumulated under JTPA and once the
fully joint experiences become better
known.

located workers, However, none of
the eight major specific approaches
or the comprehensive assistance
centers that have been implemented
ntified as such in the language.
ituation is true, no doubt,
of efforts by other companies and
unions to meet their particular
circumstances.




Although specific emphases vary,
several developments are clearty
emerging.

1. More comprehensive u«.wvawn?
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3. Greater attention is being given
to how and where services are
delivered, and to the quality of
services offered. Services, training,

es are being taken. In
each individual’s situation _m n_am.d:..
more companies and unions are pro-
viding assistance by offering multiple
services and programs from which
dislocated workers select those best
mc_.mn for their circumstances. In-

and ed are being provided in
a manner more targeted to adult
workers and adult learners. There is
more effective and concerned assess-
ment of abilities and interests. Pro-
viders are being asked to deliver
more individualized programs. Job

ingly, these ¢ ap-
vBunrwm are w&-nmm_:m the human
element of dislocation (stress, finan-
cial counseling, personal needs) as
well as the retraining and placement
aeeds of the individual.

2. Private sector approaches are
becoming more integrated with
government and community educa-
tional and social services. JTPA

Ity has been a ive in-

and placement are
more movr.a_n:& and effective. The
concept of an “assistance center” is
becoming recognized as an effective
focal point for :::t::w assistance.

commitment; the ability of disparate
groups and institutions to work
together and to modify some of their
own requirements; and the respon-
siveness of individuals and families to
readjust and relocate, to leam, to sur-
mount crises, and to fashion oppor-
tunities. Hopefully, those who write
the story will not encase themselves
in statistical parameters or in self-
selected standards of perfection,
but will write large the human
accomplishments and the struggle for
the better.

TUITION ASSISTANCE
gotiated tuition assistance plans

4. Uni
is becaming more common in assist-
ing dislocated workers. Cooperative
efforts where workers sense a con-

represent one of the more traditional
approaches unions and manage-
ments ru<m E:‘m:oa in providing
for active

cem and ¢ from their

fluence. Although unavailable or
delayed public funding may in some
cases constrain the effectiveness of
specific projects, on balance the Act
-ﬁm in 5; area, resufted in a more

and coordinated effort

and/or union improve the
effectiveness of all aspects of assis-
tance—from outreach to placement.
in part, the cooperative and match-
ing fund approaches encouraged
under JTPA and local community

§ employers, unions, government,
communities, and educational institu-
tions. Negotiated matching funds can
bridge the gap and sustain programs
whife public requirements are being
formulated. In addition, employers
and unions are including profes-
sionals and community institutions in
delivering services to dislocated
workers.

p also have contributed to

employees to :vmanm their job skills.
Typically, these plans provide reim-
bursement of certain tuition and fees
to eligible employees upon successful
completion of job- or career-related
courses. Plan requirements vary but
usually are specified in terms of

employee eligibility, types of courses

increased 8¢ co-
operation in this area.
Considerable reporting and re-
search is being focused on the
structure, operation, and success of
these bargaining and social efforts to
assist dislocated workers. But the
story remains to be written. Critical
factors in the story will be the levels
of local, regional, and national
unemployment; the likelihood of fur-
.rm« dislocation; the composition,
and permanence of
created in the
economy; the willingness and ability
of organizations to allocate funds
from other alternative uses and to
supply leadership and continuing

covered, types of expenses reim-
bursed, and amount of reimburse-
ment. Tuition aid plans generally have
been a “stand-alone” benefit and not
part of an overall education, training,
or development program.

After decades of relative stability,
traditional tuition assistance plans are
now receiving renewed attention
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(Hewitt Associates 1984), Not only are
these plans changing in shape and
structure, they are becoming increas-
ingly more popular with employees.
And this is occurring even though
the tax status of the plans remains
confused.

I_zo_‘_nm__«\ 103 had administered
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tive employees pays for certain non-
credit, nondegree courses. The plans
are administered jointly and are part
of a broader program that com-
plements and is complemented by
them.

The need for higher quality educa-
tion is being felt in many parts of the
economy. Although individuals are

tuition aid plans. Basically, it nas%a
active seniority employees reimburse-
ment up to $1,000 per year for ex-
penses incurred with approved
courses successfully completed by
the employee. During the term of the
1982 Collective Bargaining Agree-
ment, however, the UAW and Ford,
acting under the charter of the then
new EDTP, made substantial changes
in their approach to tuition assistance.
A prepaid tuition assistance plan for
taidoff workers, the first such v_m: in

entering employ with higher
education levels than ever before,
there is increasing concern with the
quality of the education of new en-
trants. Many high school graduates
seem to lack the basic skills necessary
to function as “literate” members of
the workforce and of a technological
society. Today and tomorrow’s
dynamic work environment makes it
more essential than ever 5».
ployees possess the fund.
preparation to support the learing
and relearning necessary in an adapt-

a major ag was

in >:w:m~ 1982. It was subsequently
fiberalized twice and now provides up
to $5,000 in assistance. In addition, on
January 1, 1984, the Tuition Refund
Program for active employees was
replaced by a new Education and
Training Assistance Plan. The types of
courses covered under the two new
plans are broader and the amount of
expense covered is higher ($1,500/
year in 1934 negotiations, for active
employees). A specia! feature for ac-

“Learning Centers” have
been established at Ford

tional activities.

able, competitive workforce.

We can expect to see (1) more plans
offering prepayment rather than after-
thefact reimbursement; (2) higher
amounts of allowable expense; (3)
broader coverage of subject matter;
{4) expansion of the eligible popula-
tion; and (5} in some cases, full, joint
company-union administration.

TRAINING RELATED TO NEW
PRODUCTS, PLANTS, TECHNOLOGY
AND INDUSTRIAL RELATIONS
SYSTEMS

This third category is substantially
broader in scope and is not as clear-
ly identifiable as are the retraining of
dislocated workers and tuition
assistance. it encompasses numerous
efforts that have been developed in
the late 70s and early 80s with the
increased emphasis on effectively
utifizing the workforce in a com-
petitive international economy
characterized by change, particularty
technological change.

Contract provisions and refated
efforts to retrain workers otherwise
displaced by new technology repre-
sent the type of training in this
category most widely used by the par-
ties. For example, the Graphic Com-
munications International Union
(GCIU) has operated an Intemational
Educational Training and Retraining
Program for over twenty years. The
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Program is funded by employers and
is administered in regional training
centers. lly, the Program was
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will be continued to train-

ing and retraining to ensure necessary
skills for operating and repairing new

gred primarily for apprenticeship
training, With the rapid technological
changes occurring in the printing
industry, however, the emphasis has
shifted to assist employees in keep-
ing abreast of technological changes
in i ication and cross-
traini ills required for other
classifications.

Since 1976, GM f(and since 1979,
Ford) have had new technology com-
mittees with the UAW that address,
among other matters, the retraining
of individuals assigned to new or
changed work because of technology.
Such arrangements, sometimes
including retraining those displaced
from their jobs but not reassigned to
the new work, are prevalent in many
major collective bargaining contracts.
These are fairly “old” by now and
need not be reviewed here. For the
most part, job-specific training is
involved rather than broad education.
As we have seen in the CWA con-
tracts, though, as well as in the
electrical sector, the emphasis may
be shifting to wider educational
upgrading.

quip But more subtle training
implications will refate to managing
human response to technological
change. This will involve dealing with
changes in work organization and in
the workplace, handling employee
stress, and increasing employee flex-
ibility and receptiveness to change.
Jointly supporting employees through
these changes has and will continue
to be an area of interest to both
parties.

Another example of specific locat
projects in this broader category of
employee development and training
is the Service Employees Intemational
Union {SEIU) program, long
Education and Development (LEAD).
This Program is designed primarily
for health-care and cl
mechanics, and building and
maintenance operators (Stackel 1985).
The Lifelong Edugation and Develop-
ment Program started in 1979 with a
grant from the Department of Labor
{DOL} to train and upgrade
employees in low-paying, low-skilt
jobs to fill nursing vacancies. When
DOL funding expired in 1981, the
SEiU broadened its prog to in-

-

q._._mn::m:_a_dau:n...o.
applications of technology—perhaps
as great as any time since the begin-
ning of the industrial age—is fikely to
spawn new committees and reshape
the agendas of existing ones. There

clude basic skills and computer train-
ing as well as more extensive training
for LPN or RN licenses. The SEIU

recognizing that “old”

practices must give way to new
approaches which include forms of
joint problem solving and decision
making, Companies and unions are
proceeding carefully in this area but,
under various names, employee par-
ticipation in the workplace is increas-
ing. Collective bargaining agreements
in autos, steel, and communications
provide frameworks for such ap-
proaches. In many cases, the agree-
ments specify that training will be
provided in the new decision making
and problem solving processes. This
development presents training impli-
cations in at least two respects, First,
there is a need to train individuals in
all the subprocesses of effective par-
ticipation such as interpersonal com-
munication, listening, meeting skills,
time management, some statistical
processes, problem solving, decision
making, and conflict resolution. These
relate to organizational and social
ncluding a sense of member-
in the organization, rather than
purely technical learning. Second, a
climate evolves from successful in-
volvement processes which invites
participation and joint efforts in other
areas.

Other recent joint training efforts
are targeted directly at obtaining pro-
ductivity improvements and better
product quality by installing “new

works with ployers (usually
hospitals and medical providers) to
tailor programs to meet a company’s
needs and work around. the
schedules of employees, Manage-
ment is encouraged to commit to
more promotion from within. There
is a strong job-related flavor, aimed in
part at meeting professional and state
certification licensing requirements.

In addition to training related to
technology and work ~upgrading,
other developments which can be in-
cluded in this category are a host of
joint training efforts to improve the
way businesses are managed and the
way employers, employees, and
unions interact. Employers are

systems, includ-
ing more teamwork, a slimmer classi-
fication structure, and pay based on
the al 0 perform a number of
jobs. ikely to take place when
new plants are constructed, or when
entirely new products or processes
are launched. Recently publicized
examples of this in autos include
GM’s Saturn project, Ford’s Alpha,
the GM-Toyota venture in Catifornia,
and the Mazda Project in Flat Rock,
Michigan.
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UAW-FORD 1984 PROGRAM AND
FUNDING CHANGES

The prefunded comprehensive
education and training prograra that
Ford and the UAW started in 1982 and
that has been described in other
papers at this spring IRRA conference
was reaffirmed and expanded in
19845 1t is worth looking at these
1984 changes in a general way, for
they may be precursors of adjust-
ments that others may be interested
in.

First, there is an expansion of fund-
ing to support other joint efforts. The
1982 Agreement included funding to
support elements of the joint em-
ployee involvement process and the
mutual growth forum process (a form
of labor-management consultation
and information sharing). This was
continued, and a special pledge was
made in 1984 to strengthen joint train-
ing for the mutual growth forums.
Funding support was extended to
training to be provided under a new
job security plan (Protected Employee
Program, or PEP) for employees dis-
placed by technology, productivity, or
outsourcing, and for the activities and
personnel expenses of the National
PEP Committee. Support also was
given for personnel and operating
expenses of a joint New Business
Devetopment Group which wilt seek
to bring new business into the com-
pany to enhance the job security of
UAW members.

Second, entirely new progs and

cial problems, and one relating to
problem avoidance through pro-
moting more healthful lifestyles in
such areas as hypertension screening,
smoking cessation, and education
relating to exercise, diet, and personal
skills for coping with stress.

The joint labor studies program will
be developed during the contract.
The child care projects will be pilots
and will result in exploratory
demonstration efforts at two facilities.

Third, a new, special 2¢ aflocation
was provided for health and safety
training and research, and joint Local
Training Funds of 5¢ per hour were
established. These are not part of the
basic EDTP, but there are some inter-
refationships. The Local Funds will
support local job skills training, in-

volvement training as well as certain
local expenses related to the Pro-
tected Employee Program. Unlike the
core EDTP, the Local Training Funds
introduce clear elements of job-
related training

To the outsider, the UAW-Ford

€3 Together, the 10¢ and the over-
time 50¢ constitute the “national”
funds.

O An additional 2¢ per hour
worked is accrued for health and safe-
ty training, but expenditures must be
»tv-Q.L by the Joint Governing
Body of the EDTP,

I The Local Training Funds (5¢ per
hour worked) are separate and are
accrued locally with expenditures
approved locally, within certain limits.
The Joint Governing Body issues
guidelines and oversees expen-
ditures.

These funding/program relation-
ships are shown in Figure 1 for
the brave of heart. All funds are
maintained as book accounts. They
are clearly considered incurred
“package” costs. Should the EDTP be
discontinued, the accrued funds,
including those to be accrued during
the contract term, would be subject
to negotiation or to allocation in
cash to employees. Unspent and
unaccrued Loca! Training Funds
would not be subject to negotiations
or disb It is esti that

funding structure can be 8
The 1984 funding system is as follows:
'O The basic EDTP Company con-

the 1384 Agreement will generate
three to four times the amount
8 d in the 1982 Ag , or

ibution of 5¢ per hour iated in
1982 was increased to 108,

0 This is supplemented by a 50¢
per hour accrual for overtime hours
worked in excess of 5% of straight
time.

approximately $120 million over the
next three years versus the former $28
million (30 months).

pilot projects were added to the cen-
tral core of the EDTP. These are an
Employee Assistance Plan (EAP), a
joint labor studies training program,
and child care projects.

The EAP will have an identity of its
own, including a separate national
committee, but will receive funding
and professional assistance for
development and certain adminis-
tration from the EDTP, and it
under the aegis of the EDTP's Joint
Governing Body. The EAP will have
two components: one aimed at prob-
lem resolution for conditions relating
to alcohol, drug dependency, and
serious mental, personal, and finan-

Figure 1: Accruals 1o the UAW-Ford Employee Development and
Traming Program (EDTP) Negotiated in 1984

ACCRUAL MECHANISM FUND AUTHORIZING BODY
Acceuat of - Local Local Unions.
Sthour worked ﬁ :.:..:-A_ . _rrxu_ Managements
»~ T
{(Certain Exceptions®)
Accruat of Joint Coverning
10¢/Mour worked Funds Body (GB) EDTP
ST hourinexcess | ...
of 5% of straight tme ™
Accrual of Health &
2rhour worked — | Sitety — Committee
Activity (CB approval)

* Includes 21 requests 1 leate of purchase reat property: any purchase of
caital sems in excens of $10,000 per irem: and any situstion where
agrevment cannot be reached Jocally and either party appeals.
Expenditures reviewed by the jount Governing Body.




13

Obviously, this is a complicated pic-
ture, but one need not know all the
details to understand its general
thrust. With the 1984 changes, the
UAW-Ford initiative has become
more than even its former very com-
prehensive and flexible employee
development and training program. It
has grown into a system supporting
a broad range of human resource
development needs. The joint opera-
tion and controf of funds gives it a
very special power for launching and
carrying out innovative efforts.

This is not the place to describe this
broader, multifaceted approach, nor
to speculate on its accomplishments
or prospects. Despite the many
demonstrated successes of the core
EDTP and of other joint processes,
some are concerned that internally
Ford and the UAW may be moving
too fast, in perhaps too many direc-
tions. And there is some concern that
they may face problems in blending
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OBSERVATIONS

The preceding categories that have
been used to group new employee
development and training directions
are arbitrary classifications, to be sure.
The discrete groupings do not exist
as such, and reality overtaps. Still, the
categories are serviceable enough, if
not taken too literally, in helping us
understand what is going on.

There are some major industry

and it is worthwhile to reflect on why
this is so. Steel and certain related
primary industries have been
devastated by shutdowns and restruc-
turing, yet we have noted only
modest movement toward joint train-
ing. Two explanations are given: in
view of the sea of red ink, there is no
money for these added tives, and
for active employees there is little pro-
spect for career advancement since
even further rationalization (fewer
jobs) lies ahead. Airines have been

some p g forces.
But that is for the Company and the
Union to manage jointly.

For the moment, at least, it appears
that the broad funded approach to a
wide range of human resource efforts
is unique to the top auto compani
In the case of Ford and the UAW,
embodies the success of our joint
activities to date and represents a new
direction and scope of joint efforts of
the future—a system of human
resources support.

o Ised by comp
price wars, and technology, yet little
has occurred in the arena of joint
training. In many situations, actual
pay reductions are being negotiated,
and this is hardly an atmosphere for
adding entirely new cost programs.
Also, the structure of bargaining
militates against it. Companies deal
i each represent-
ing different skill levels (e.g., pilots,
attendants, mechanics), with varying
prospects for outside placement or
for internal advancement. Then too,
operations arc widespread geo-
graphically, with pockets of smail
employment, making it difficult to
organize service delivery of intensive
training programs. Trucking faces the
same situation of disruption, diversity
and geographic spread. In
addition, an association bargaining
structure and a health and welfare
funding system may make it difficult
for individual employers to see the
value of moving in joint training
directions.

All of these are no doubt valid ex-
planations of why, in many situations,
similar environments do not generate
similar responses. It must be noted,
however, that the auto companies
and the communications industry
were facing many of these problems
when they undertook their training
and retraining commitments. In the
final analysis, equally critical factors
may be the ideologies and relation-
ships of the parties.

Negotiating arrangements in joint
emplayee development and training
requires different outlooks and exper-
tise from those that characteristically
are used in bargaining wages and
traditional benefit plans. In the latter
case commitments can be explicit,
measured, and imitated, and similar
provisions can be applied to large
numbers of constituents with the

and results. Also, training and
employee development can affect the
very heart of a firm, and those that
have not been able to develop trust
refationships with their unions may
feel joint efforts for them are not
possible. Similarty, many unions may
not be ready for such efforts because
they have no background in working
in this manner or because their inter-
nal pressures do not permit them to
do so.

More than 80% of U.S. employment
is in small or medium sized com-
panies. Here, technical, structural,
and organizational constraints are
real. But so is a tendency to

d i the izational
value of training and education in
fostering a cohesive, productive,
creative, and adaptable workforce.
Once this is realized, there will be
increasing attempts on the part of
managements and unions to add this
new dimension to their labor
relations.

There are always multiple interests
competing for scarce resources,
including time. Some conflicts and
interests are deeper and more endur-
ing than others. All adaptation is from
within, Leadership shapes responses.
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WHAT UES AHEAD

tn the second half of the 1980s, we
can expect to see a continuation and
intensification of collective bargaining
efforts in employee development and
training. The underlying factors that
promoted this in the first half of the
decade will provide the broad
stimulus, So too will the experience
being accumulated in those sectors
that have negotiated training and
education approaches. Others will
look and learn, and collective bargain-
ing mechanisms will see to the
spread.

There will be great variety, how-
ever, reflecting the vast diversity of
firms, unions, skills, experience,
needs, and potential for success.
Developments not be easy to
follow, summai
prehensive, ful

will be easier and faster for collective
bargaining to pick up individual
pieces (e.g., tuition assistance, pre-
retirement planning, assistance
centers) and to negotiate them in
more traditional manners by specify-
ing amounts, duration, eligibility, and
costs. Funding arrangements are like-
ly, however, to become more popular
as the parties become aware of their
value.

If there is continued improvement
in the economy, including lower
fevels of structural unemployment
and displacement, there will be a
diminution of training activity with
respect to laidoff employees. New
mechanisms and arrangements will
be developed to handle smaller
populations, spread over wider areas.

As firms and unions appreciate the
power of training and education to
upgrade skills, and to improve the
performance and the operation of
both organizations, there will be an
increase in activity with respect to
active employees, The parties will find

The UAW-Ford National
Development and Training
Center is staffed by profes.
stonals drawn from the
Union, the Company, and
outside organizations.
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the issues are too central and too
important to be left entirely to the
other, or to language alone. Conse-
quently, a good deal of activity wili be
joint, though not necessarily of the
prefunded, fully comprehensive type.
in those places that have, or
that initiate, comprehensive joint
approaches, there will be an exten-
sion of subject matter and an
improvement of delivery mechan-
isms. More attention will be con-
centrated on the quality of services
and results. There will be a gradual
blending of general education and
ing any job-specific and career
training. OM&:&:w on the degree of
the parties’ successful experience in
joint efforts, joint training of varying
degrees and types will expand to pro-
vide general support for additional
aspects of human resource de-
velopment.
Parties will become more _uamnwa
and discerning in

Parties will work more closely with
government and educational institu-
tions. Experience accumulated under
JTPA will be helpfut in this regard.
moa. isplaced and active employees
unions, -:u:wmﬁ:o:.m com-
3::.:3. and government improve
the effectiveness of their interactions
in defivering necessary services.
Educational institutions are respond-
ing to meet the needs of adult
learners, and they will become even
more responsive as companies and
unions seek to use parts of the
established educational process to
a wide range of education,
training, and development services.
Private training providers and ing
associations and consultants will be
asked to fashion and deliver services
and to work under new arrange-
ments.

Predictions in a field as dynamic
and as varied as industrial relations

abilities and aptitudes. This will be
necessary as the parties offer more
options in education and training to
broader segments of the workforce.
This will reinforce the value of cer-
tain joint decision making, and
approaches to training will be more
flexible than in the past. Parties will
develop methods for experimenting
with new techniques through pilot
projects, evaluating the effectiveness
of pilot projects and ongoing pro-
grams, and changing or discontinu-
ing approaches that fail to meet the
needs of employees or the parties.

are y. But here the die is cast.
Unions have always supported educa-
tion. There is a broad realization
of the common need to promote
industry and company competitive-
ness. The forces for change are here
and are known, Breakthroughs have
been made and experience is
accumulating.

While it may be unwise to paint too
firm a future, it would be irrespon-
sible to entertain too dim a one. By
1990, John Dunlop will no longer have
to characterize training as “one of the
untapped, unworked areas of labor-
management relationships.”
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Footnotes

1

w

IS

Excerpt from remarks by John T.
Dunlop (September 27, 1982) to the
National UAW-Ford Meeting on
Employee Involvement and the Dedica-
tion of the UAW-.Ford Employee
Development and Training Program,
September 27 and 28, 1982.
Information on emerging develop-
ments in the training and retraining of
workers was obtained from a review of
the literature, a special search of cok-
lective bargaining agreements by the
Bureau of National Affairs (BNA) and
the U.S. Bureau of Labor Statistics (BLS),
and personal contacts with individuals
in various companies, unions, and
academic institutions. {Public sector ac-
tivity was not reviewed as part of the
research for this paper)

GM and the UAW settled first in 1984,
The Ford-UAW Agreement an the in-
stant matters differs somewhat from
the GMUAW Agreement, principally:
a GM allocation of 4¢ to health and
safety training versus Ford's 2¢; a UAW-
Ford empioyee assistance plan, which
includes a “weliness” health promoton
component; a UAW-Ford joint labor
studies training component; and the
configuration and interrelationships of
various joint committees.

Local Training Funds were introduced
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Il A Program in Action

UAW-Ford Employee Development and Training
Program: Overview of Operations and Structure

By Thomas |. Pasco, Executive Director, and Richard J. Collins,

UAW-Ford National Development and Training Center

This paper provides an overview of
the UAWFord Employee Develop-

UAW-Ford joint efforts: local commit-
tees, voluntary vm:.n_vw:o: 5

ment and Training Program. This joint local program

Program, or model if one i_mrmm o a national umbrella, and national

call it that, enc and support, The

for both active and laid-off UAW- EOmE.: is funded under the Collec-
ford hourly employ tive by Com-

But before reviewing its structure, we

to underscore the concept of
tness” which gives the Program
its most important strength,

The Employee Development and
Training Program (EDTP for short) is
one of the more extensive joint efforts
underway between the UAW and
Ford. Because of these joint efforts,
which began in earnest with the
1979 Collective Bargaining Agree-
ment, UAW-represented Ford hour-
ly workers have more opportunities
than ever before to become involved
in decisions affecting their work; their
job satisfaction has grown; they are
upgrading their skills; and they have
the chance to undertake a wide varie-
ty of projects of their own choosing.
In addition, because of the joint
actions of Ford and the UAW, Ford
product quality has improved, operat-
ing styles are changing, information
is widely shared, and the working
environments in Ford plants have
been generally improved.

The EDTP, which was established in
the 1982 Agreement, is built on par-
ticipative principles and has many of
the same ingredients basic to other

pany contributions based on hours
worked by UAW.-represented hourly
employees.’ is estimated that

Associate Director

ing sources and integrating these with
those available through the nego-
tiated joint fund. The Center is action
oriented. Its main function is to make
things happen and evaluate their
effectiveness.

The Program extends through joint
local EDTP committees to eighty-five
Ford U.S. facilities throughout the
no:E? including their surrounding

approxi-
mately $35-40 million per year will be
generated under various negotiated
arrangements for employee develop-
ment and training purposes.

The policy-making unit of the EDTP
is a Joint Governing Body comprised
of equal numbers of Company and
UAW representatives. The Co-chair-
men of the Joint Governing Body
are Peter J. Pestillo, Ford's Vice Presi-
dent of Employee Relations, and
Stephen P. Yokich, UAW Vice Presi-
dent and Director of its National Ford
Department. The joint Governing
Body establishes Program policy, pro-
vides overafl guidance, authorizes
expenditures of funds, and directs
Program administration through the
UAW-Ford National Development
and Training Center.

The National Center, a non-profit
tegal entity, is located on the Henry
Ford Community College campus in
Dearbomn, Michigan. The Center staff
includes both Company and C:.o:

and p
i:_._ backgrounds in education,
counseling, training, placement, and
information processing. It has grown
from eight persons to twenty-two.
The Center concentrates on planning,
design, and coordinative functions
and provides on-site assistance to
local committees to help them design
and implement local program applica-
tions. 1t functions principally as a
broker of services and limits its own
training to joint local committee
members and certain program coor-
dinators. The Center assists also in
identifying appropriate outside fund-

The Program works
n_cmmz with local governmental,
social, and educational resources.
This is a matter of conscious choice—
philosophical as well as practical. The
local committees and the National
Center, for the most part, do not
directly provide educational or train-
ing services, but arrange to have such
services provided by existing insti-
tutions and organizations. In this way,
the Program benefits by accessing a
broad delivery network whose com-
ponents can be assembled and
reassembled to match specific needs.

The UAW-Ford Collective Bargain-
ing Agreement charters the Program,
and through it the National Center,
to “promote training, retraining and
development activities and efforts,
and, in the process...contribute to
the competitiveness and well-being of
the Company—aspects which are
essential to the job security, personal
growth, and development of Ford
employees.” The Program’s principa!
objectives are to:

DO provide training, retraining, and
developmental opportunities for both
active and displaced employees;

O support other local and nationa!
UAW-Ford joint activities; and

O provide opportunities for the
exchange of ideas and innovations
with respect to employee develop-
ment and training needs.
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When the Program was established,
flo attempt was made to set out all
the details of what was to be done or
how to do it. The parties were confi-
dent they could do this later using
their prior experience in mutual trust
and problem solving. They were con-
tent with a general charter and broad
guidelines, knowing they could work
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ASSISTANCE FOR DISLOCATED
WORKERS

The Program began by providing
services to dislocated employees
because of the critical nature of this
problem at Ford as well as the rest of
the auto industry. Ford-t.S. hourly
employment had peaked in 1978 at
just over 200,000 The industry-wide
o : b

These programs for laidoff em-
ployees are packaged to create a
variety of paths to best accommodate
individual interests and needs. Laid-
off workers may select the path they
feel best suited to their interests,
abilities, and goals. Program com-
Pponents were built up piece by piece,
on the basis of perceived local need,

together to fashion specific prog
and allocate funds and staff intel-
ligently for these purposes. They also
knew that some professional help
and a dedicated planning group were
needed; and they did not want to
duplicate existing services. This is one
of the reasons why they est:
a National Center ta admini the
Program. The parties also wanted to
encourage local union and plant
Mmanagement autonomy and local
ownership of Program applications so
that those closest to the situation
would be intimately involved. Final
ly, they wanted to identify and serve
the real needs and desires of indi
vidual employees and not impose
preconceived notions.

With that background in mind, we
will now consider the major com-
ponents of the Program and some of
its results.

Lef: Laidoff UAW.-repre-
sented Ford empioyees
leam machining skills in
a Targeted Vocational
Retraining (TVR) session
offered under the UAW-
Ford Employee Develop-
ment and Taining Pro-
gram.

Right: Ford employees
attend a computer literacy
course in 2 UAW local
union hall.

D qi y reduced
that hourly workforce by one-haif
to around 100,000. Today, Ford has
about 110,000 active hourly em-
ployees on roll and still approximately
19,000 on layoff who have seniority
recall rights. These individuals reside
in 22 states.

With respect 10 the dislocated
worker assistance, the outcome since
1982 has been eight distinct, yet
mutually reinforcing approaches.
About 11,000 laidoff employees have
taken advantage of one or more
Program features. These features in-
clude career day conferences, voca-
tional interest surveys, professional
career counseling and assessment,
job search skiils training, prepaid
tuition assistance for self-selected
eduycation or retraining, accelerated
fulltime group vocational retraining
relative to areas of forecasted job
growth, and special assistance for
plants that unfortunately had to be
closed because of depressed market
and economic conditions, In addition,
relocation assistance in the form of
Relocation Loans has been provided
beginning in 1984 to more than 1,600

ploy recently, a compl
tary relocation counseling program
has been implemented. 8 pree

ility of provider services, and
review of the experience of others.

Below: Under the £du-
cation and Training Assis-
tance Program, UAW-.
represented employees
€an resume their formal
education,
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Comprehensive and i ive full-
service delivery of these and of addi-
tional components was applied in the
case of two plant dosings—one at
San Jose, California, and the other at
Sheffield, Alabama. Subsequently, six
Regional Career Services and Re-
employment Assistance Centers were
established. Our experience with
these assistance centers for dislocated
workers will be covered by Marshall
Goldberg in the paper he is present-
ing to this 1985 spring session of the
IRRA (Goldberg 1985).

In addition to directly funding par-
ticutar assistance programs, the EDTP
joins forces with external resources
to deliver component services to
dislocated workers. The Program and
the National Center have helped local
unions and managements obtain
assistance under the Job Training
Partnership Act (JTPA) and other
federal and state assistance provi-
sions. Since 1982, external com-
mitments for monetary and in-kind
services worth more than $11 million
have been obtained.

With respect to future assistance for
our dislocated workers, we plan to
continue to expand and assure
availability of our Program to all the
communities in which UAW-repre-
sented Ford U.S. hourly employees
remain on layoff. We also will be striv-
ing to improve the quality of the
various approaches, develop new
ones where needed, and enlarge the
network of community and educa-
tional interactions.

The results of the EDTP with
respect to dislocated workers can be
evaluated by a number of indicators:
ultimate jobs secured, the quality of
jobs, duration in new employment,
speed of re-entry, training entered
and " .

about attaining new skills and gain-
ing reemployment and the thanks
and hope of individuals and families
rekindled in themsetves, in their
society, and in their institutions. That,
more than anything else, is what
our programs to help dislocated
employees are all about.

Ford believes it has a responsibili-
ty to its laidoff employees. The UAW
believes it has a responsibility to
its laidoff members. fointly, we are
meeting our responsibil ties,

PROGRAMS FOR ACTIVE WORKERS
The key EDTP applications for
110,000 Ford U.S, active employees
represented by the UAW are sum-
marized under a general head-
ing titled “Avenues for Employee
Growth.” In this regard, the Pro-
gram's objective is to improve and
build on existing employee education
and training approaches and tran-
scend some of our more traditional
jobrelated training efforts by em-
izing broader p develop-

Active work force education, train-
ing and development applications will
follow six basic approaches which
generally were launched in 1984, after
the programs for dislocated workers
were put in place. Within this frame-
work, UAW-represented Ford em-
ployees can select programs suited to
their background, interests and goals.
The six general components are:

O lifefeducation planning,

O prepaid tuition assistance for
formal education and training,

0 basic skills enhancement,

C collegefuniversity options,

O targeted education, training or
counseling projects, and

O successful retirement planning.

These six individual programs are
available to active employees on a
voluntary basis. Some activities can be
initiated directly by employees by par-
ticipating in nationwide programs

dmini d by the ional
Development and Training Center;
others will depend on actions anc

ment and growth objectives.
These objectives, first conceived in
1982 and reinforced in 1984, q.mamn_

prog shaped by joint locai
development and training commit-
tees, assisted by the National Center.
In developing these broad compo-

the following ying c
and joint commitments: a firm desire
to contribute to improving the quali-
ty of individual life; a desire to
upgrade the skills of the workforce to
enter the new technologicat world,
both socially and at work, including
addressing issues raised in A Nation
At Risk; a perceived opportunity to
enhance organizational growth by
offering programs and avenues for
personal and career growth that
demonstrate organizationa! caring
to employees; and a continuation
of joint efforts in areas of common
interest, thus further promoting
effective and successful labor-

L participant
and independent evaluation. We use
afl of these and obviously are in-
terested in what the numbers say. But
we also believe that success shoutd
be viewed less in statistical terms and
more in the impact on individual
human beings—the sense of accom-

plishment that people have expressed

relations.

The EDTP is much more than an
education and training effort. It is
designed for broader purposes and
can be fully understood only in that
larger context.

nents, one goal was to assure that vir-
tually every employee, regardless of
age or prior education, could get
something out of the EDTP.
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Life/Education Plarming
LifefEducation Planning workshops
and activities help employees decide
on which educational and personal
development opportunities are most
appropriate for them. Employees can
become aware of their personal
strengths and interests, learn about
occupational and educational oppor-
tunities, determine ways to enhance
personal potential, and form and
implement educational and career
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An entirely new Personal Develop-
ment Assistance (PDA) feature of the
Plan pays tuition and compulsory fees
up to a maximum of $1,000 per calen-
dar year (part of the $1,500 above) for
a special range of approved education
and training, including noncredit
or nondegree courses Or activities,
that can directly enhance personal
devel and ial. Such

Class instruction may be provided
in the plant, focal union hall, or else-
where at times convenient for most
participants. Instructors generally are
from local public schools ‘and
specialize in adult education and
counseling. Special features include
open entry-open exit and compe-
tency based learning.

C isted

courses or activities include those
relating to ¢ ication  skills,

P prog are
used at a number of locations to

plans. Entirely new ps are be-
ing developed with a special focus on
blue collar employees in a rapidiy
changing world. Thus through either
group or individual guidance,
employees can explore and plan a
lifedong education and development
process.
Education and Training Assistance Plan

This Plan is designed to give
employees a chance to pursue a
broad range of self-selected formal
education training and developmen-
tat opportt ies.

The basic part of the Plan, Educa-
tion and Training Assistance, replaced
a former tuition refund program. The

succe ivation training, time
management, or computer literacy
courses, among other occupation-
related programs approved by the
National Center. We expect usage
under this part of the Plan to grow
dramatically in the next few years.
Interestingly, it is drawing in parti-
cipants who have not otherwise used
the formal degree tuition programs,
Early findings show that 75% of PDA
participants have not been involved
in other forms of tuition assistance.
Basic Skills Enhancement

This approach allows employees to
continue their basic education, brush
{such as math,
i ) and

main changes and imp

were provisions for prepaid tuition
and a broadened range of courses
which now go beyond those im-
mediately related to an employee’s
current job.

Under the basic provisions, tuition
and compulsory fees for approved
education or training courses leading
to credits or degrees are prepaid
directly to the educational institutions
up to an annual maximum of $1,500
per calendar year per participant.
Such assistance covers most formal
education courses that employees
may wish to pursue, related to their
jobs or other jobs or careers in which
they are interested. Enroltment under
this new plan increased by 80% in
one year versus the more limited re-
fund program. Some 5,800 applica-
tions were processed in 1984 and par-
ticipation will likely continue to grow
in 1985,

A UAW-represented Ford
employee gets one-on-one
instructon in a Basic Skills
Enhancement session at a
Ford plant.

seling and learning opportunities are
offered, depending upon local in-
terests and circumstances, in four
main areas: adult basic education,
General Education Development,
high school completion, and English
as a Second Language.

the grade or school levet
at which participants are functioning
with printouts indicating (1) whether
or not specific math and language
skills have been mastered, and
(2) recommended math, reading and
writing courses to remedy identified
knowledge and skili deficiencies.
Employees are finding such systems
both fascinating and exciting—
particularty where their assignments
have been scored or other feedback
has been provided confidentially and
immediately by computer.

The Basic Skills Enhancement Pro-
gram initially was launched on a pilot
basis at one plant in August 1983 with
over 250 participants. Since then,
it has been extended to ten other
locations and an additional 600
employees.
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This Program, which is being
launched this year on a pilot basis
covering locations in five states, is
designed to make higher education
and college or university degree pro-
grams more accessible to active

200

committees on an individual basis to
develop projects covering specific

Last September and October, pilot
projects were launched at the

education, training, or ¢ g
needs of a particular location or seg-
ment of the workforce. Frequently,
these concentrate on vocational and
technical training, such as computer

ployees. Key el of the pro-
gram include:

O opportunities to gain college
credits for work-related education
and training and certain work and life
experiences;

0 agreements by participating col

p ing, word processing, or
communication skills. They can also
include onsite group delivery of
courses available under the tuition
assistance and individual personal
development plans. Local commi

identify needs, assess potential

leges and i to accept
transfers of credits toward their in-
dividual requirements for formal
degrees;

[J the offering of college curricula
that incorporate plant technologies
and business practices with increased
relevance to the career needs and
interests of our employees;

O classes offered at the worksite,
where practical, and scheduled at
times convenient to working adults,

The U.S. Department of Education
recently awarded a major grant to
the UAW.-Ford Center to promote the
establishment of regional faculty
teams to assess students’ prior learn-
ing experiences in the five states
where the pilot facilities are located.
In addition, these funds will be used

p locate providers, develop
proposals for Joint Governing Body
review and possible funding, and
when approved, carry out projects
and evaluate their effectiveness.
Targeted projects will be a growing
area of Program utilization.

Successful Retirement Planning
Program

This pre-retirement counseling pro-
gram can help serior employees

Sheffield, and Sterling
Heights plants for over 300 employees
and their spouses. Since then, 163
Company and Union representatives
from 58 facilities have been trained as
coordinators to implement the pro-
gram at their locations. Early response
is enthusiastic. Approximately 15-20%
of the Ford houry popuiation is
eligible for retirement and in some
plants it is more than 50%.

CONCLUDING REMARKS

Worker dislocation obvio
the United States com,
tion. Unemployment di
domestic market's buying power;
increases the costs of social service
programs at the same time that it
decreases the supporting tax base;
extracts high psychological costs
from its victims; and diverts attention,
energy, and resources from the
search for technological innovation.

make the ition to
It consists of eight sessions for
employees and their spouses.

The sessions (each of which is two
to three hours long), include presen-
tations on insurance and pension
benefits, legal and financial planning
matters, leisure activities, and health

Estate pl

to develop and p common
guidelines for accepting and transfer-
ring college credits among colleges
and universities participating in the
UAW-Ford College and University
Options Program. The program also
will feature college counseling work-
shops and course instruction at the
plant site or union hall. One goal of
the grant is to obtain information to
assess mode! applicability and repli-
cability on a broader scale,

To supplement broader nationat
program applications, the National
Development and Training Center
works with joint local Employee
Development and Training Program

UAW.represented Ford
employees and their
spouses attend a Retire-
ment Planning session in
a local union hafl.

nurses, public health p

The iated EDTP brings new
forms of assistance to dislocated
workers over and above the tradi-
tional income safety nets built up
over the years by collective
bargaining,

Undenutilization of the active work-
force also represents a serious drag
on the country’s industrial com-

bankers, and other local resource per-
sonnel may assist in presenting the
topics and leading discussions.

Additi as indivi-

m:m_m. Americans have always had
high aspirations for personal growth
and education. By encouraging in-
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dividual workers to develop their
capabilities, initiative, motivation, and
innovation, there is a dear though not
always measurable impact on perfor-
mance, satisfaction, and the quality of

Many of our program components
are not unique or unusual, of course;
but we believe that the spirit, care,
and cooperation with which UAW
and Ford have packaged and

individual and organizational life.

While these voluntary programs are
readily available to employees, they
are not without cost in terms of
employee time and effort. Their high
rate of acceptance by employees is
all the more remarkable given the
average age (43) and average years of
service (17) of the Ford active hourly
workforce, the physical and mental
demands of their jobs, and the over-
time frequently required to meet
market conditions. The EDTP appears
to be something employees were
ready for,

We have concentrated on describ-
ing the UAW-Ford approach to
assisting the dislocated worker with
respect to retraining and reemploy-
ment services, and our programs for
the active workforce. Many people
are also interested in iearning more
about the internal mechanisms that
make the Program work. Space does
not permit us to get into these mat-
ters, which would include items such
as internal staffing, organization struc-
tures and relationships, funding and
proposal mechanisms. We would also
have to address program develop-
ment, advisory task forces, creating
consortia, using experts and con-
sultants, and obtaining national and
local consensus; even such details as
process evaluation, program quality
control, program extension, and in-
formation processing. All of these
have an interest and importance of
their own, particularly in an arrange-
ment as novel as the joint national
and local entities represented in this
Program. But these are matters for
another time.

them rep afresh and
dynamic approach toward address-
ing, if not fully resolving, a number
of important and complex employee
development and training questions.
We have a heady task to grow into
the program components we have
launched, to make them widely
known and available to employees, to
evaluate quality and results, to con-
stantly update and reshape program
features, to keep the Program young
and zestful, and to respond to emerg-
ing needs and opportunities with new
programs and approaches.

Footnotes

1 Under the 1962 Agreement, funding
was 5¢ per hour werked. The 1984
Agreement increased this to 10¢ per
hour worked, plus 50¢ per overtime
hour worked in excess of 5% of
average straighttime hours for the
previous tweive-month period.
(Separate provisions also were made in
1984 for funding health and safety train-
ing and local training, which are not
part of the basic Employee Develop-
ment and Training Program described
here)
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New Hope for the Dislocated

The UAW-Ford Career Services and Reemployment
Assistance Centers—“New Ventures in Service
Delivery to Unionized Workers"

By Marshall Goldberg, Program Associate
UAW-Ford National Development and Training Center

Under its joint Employee Develop-
ment and Training Program, Ford and
the UAW have implemented a num-
ber of approaches to assist active and
laidoff UAW-represented Ford U.S.
hourly workers. ! The focus of this
paper is to describe one of the
approaches for laidoff workers—
Career Services and Reemployment
Assistance Centers.

There are eight such Centers: one
in San Jose, California (now phased
out); one in Sheffield, Alabama; three
in southeastern Michigan; one in
Indianapolis, Indiana; and one in
Lima, Ohio. Another Ohio center is
in the planning stages. These “one-
stop” centers offer a full range of
counseling, educational, and place-
ment assistance services. Prior to their
establishment, services generally had
been made g__mv_m as discrete or

dinated from a single, accessible, and
familiar setting. Fortunately, the state
of California was ready to assist with
competent staff, proven programs,
and timely funding. Local funding
and services were furnished by the
plant and the division ‘and by the
national UAW-Ford Program. Tech-
nical assistance was supplied, as
needed, by the UAW-Ford National
Development and Training Center.
A working consortium was formed,
but with the local commmitee clear-
ly running the operation.

The Employment and Retraining
Center was the focus for program
[: _Xao:m_ c
brokering of services, follow-up, and
monitoring. In-house activities started
many months prior to the actual clos-
ing. In addition, the local develop-
ment and training committee, with
e from the UAW-Ford

specially combi

The development ‘of the Midwest
regional centers draws heavily from
the parties’ experience in assisting
workers displaced by the closing of
the San Jose Assembly plant (May
1983) and the Sheffield, Alabama,
Casting Plant (July 1983), and we will
start by briefly reviewing these.
THE SAN JOSE AND SHEFFIELD

CENTERS
With the in

National Center, acted as a broker for
<0nm=o:w_ retraining, mo_.n_amm »:n_
Is from p

and contracted for services. Voca-
tiona! retraining classes were held at
numerous Vocation Education Agen-
cies throughout the area, The Center
was kept open for more than a year
after the plant had closed.

The successfut San Jose experience
:mm been described more fully

November 1982 of the planned clos-
ing of San Jose Assembly Plant (May
1983), a local joint UAW-Ford develop-
ment and training committee was
formed. It acted 5::356? to
blish an in-ho

and Retraining Center _o_3_< staffed
by four full-time personnel—two from
plant management and two from the
focal union.

The focal cochairmen of the San
Jose joint development and training
committee, together with the staff of
the Employment and Retraining
Center, contacted community re-
source people and funding agencies
to develop a network of professionals,
community leaders, and educational
and placement sources for delivery of
needed services.

It was determined at the very outset
that a comprehensive and coherent
program was required, with a menu
of services tailored to varying needs
of individuals and groups, to be
offered on a timely basis, and coor-

vhere, and has been cited as an
example of best practice in plant
closings (Hansen 1384). Among other
items, Hansen fisted the following as
having been particularty usefut:

the value of early advance
notice; the importance of an
external catalyst and source of
technical assistance in getting
the program under way and
moving in the right direction;
the necessity of good union
and management leadership;
the importance of on-site
delivery of services to the dis-
placed workers; the importance
of frequent communication
with the workers; the value of
having a flexible, readily
available resource base to
underpin the readjustment pro-
gram; and the employer’s sense
of responsibility in discharging
obtigations to the dislocated
workforce.

Some of the major San Jose out-
comes include:

0O Orientations to available training
programs, services and skills assess-
ment programs were made available
to all employees.

O There were over 2,800 enroli-
ments for in-plant vocational training
orientation sessions conducted by
plant personnef.

O Nearty 800 employees enrolied
in adult education courses to improve
basic skills in subjects such as math
and English as a second language. A
significant number (183) have earned
their high school diplomas or passed
the GED.

O Over 750 employees enrolled in
intensive full-time vocational retrain-
ing programs, of which 500 involved
technical training.

0 438 employees went through a
Job Search Skills Workshop.

O 21% are retired or expected to
retire. 80% of employees who took
training courses are now empioyed.

O To date, over 83% of those who
reentered the labor market have
secured employment. Based on
experience to date, we anticipate that
those currently pursuing full-time
vocational training will have a high
job placement rate. ¥
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The San jose “system” was repli-
cated, within much the same time
period, and with appropriate local
variation, in Sheffield, Alabama.
There, too, a joint labor-management
committee, working with the state
and community agencies and the
UAW-Ford National Center, created a
comprehensive, onsite menu of
services. The tocal service center, in
this case, was blished at the local
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tations; and everyone must be
realistic about what can reasonably
be achieved in times and places of
high unemployment.

(See Table 1 for Sheffield results.)
The Sheffield Center will be phased
out in June 1985. Originally, it had
been slated to close in January but
stayed open at the request of the
state. One purpose was to share

union (UAW) halt directly across from
the plant.

The National Center was more
involved at Sheffield than it was at
San Jose, where California state agen-
cies already had experienced staff and
proven programs. The National
Center provided early funding, ob-
tained interim funding from the
Alabama Office of Employment and
Training, and subsequently secured a
matching grant under the fob Train-
ing Partnership Act (JTPA). Without
Center funding, there would have
been delays and gaps in launching
and continuing services. As at San
Jose, the local committee and the
National Center provided technical
assistance, maintained effective con-
trol over the detivery of services, and
ensured that programs were proper-
ty conducted.

The basic goal of the dislocated
worker is reemployment—but, not
just any employment. Distocated
workers, especially, may feel the

qualifications and inter
as labor market con
quently, program providers must be
careful of human needs and expec-

acc d expertise with various
agencies, so that the state would
have an available base of experi-
ence to apply if it needed it in other
settings.

The San jose and Sheffield results
were obtained in spite of high levels
of local unemployment @% and 21%,
respectively). Sheffield had, of course,
a much more difficuft challenge, not
only because of its unemployment
rate, but also because it was in a semi-
ruraf area with fewer industrial and
commercial opportunities. At San
Jose, the workforce included a
substantial proportion of Hispanics
and other minorities—33% Hispanic,
12% black, and 2% Oriental.

OTHER STATES, DISCRETE SERVICES

While the San Jose and Sheffield
efforts were proceeding, services
were being delivered to UAW-Ford
laidoff employees in locations in
twenty other states in late 1982 and
during 1983. For the most part, these
were discrete services (one or more),
delivered under the guidance of a
local committee and National Center
personnel. In addition to the approxi-
mately 3,000 employees served at San
Jose and Sheffield, another 8,000 have
received services, for a total of some
11,000. In addition, relocation loans
have been provided for more than
1,600 employees.

Goals
Enroliment 679
Targeted Vocational
Retraining 229
Seit-Directed
fob Search Training 4

Job Placement “

Table 1:  Goals and Results for the UAW-Ford Sheffield, Alabama
Career Services and Reemployment Assistance Center

Results Results as a

£12/83 - 320/85 % of Goal
661 7%
400 133%
kg 0%
49 105%

From October 1982 through
December 1984, career day con-
ferences and vocationa! interest
surveys were conducted in 30 loca-
tions, supplementing the outreach
that was conducted by national mail-
ings and local promotional and refer-
ral efforts. More than 4,000 employees
received local career counseling and
guidance. More than 6,500 enrolled in
the prepaid tuition plan for taid-off
employees (August 1982 - December
1984). This plan provides up to $5,000
of selfselected tuition assistance,
depending on seniority. Intensive,
fullday retraining (two weeks to a
year or more} in technical subjects
was chosen by more than 1,000 indi-
viduals. All who 5o desired were given
job search skills training and job
development and placement assis-
tance,

In many locations this discrete
approach, tailored locally with help
from the UAW-Ford National Center,

relatively few workers at a particutar
site, or when locally available services
are limited. But wherever possible,
the “full-service” comprehensive
center is becoming the preferred
delivery method. In Michigan and in
other Midwest areas, local center
modifications to the single plant
models used at San Jose and Sheffield
were required, and this will be
discussed next.

MIDWEST CAREER SERVICES AND
REEMPLOYMENT ASSISTANCE
CENTERS

In March 1984, the first of three
Southeastern Michigan Career Ser-
vices and Reemployment Assistance
Centers for laidoff workers was
opened.

The first of these three centers
serves employees in the Macomb,
Oakland, and St. Clair counties area.
It is located at the Fraser, Michigan,
site of Macomb Community College.
A second site, which serves general-
ly the city of Detroit, was opened
March 27, 1984, adjacent to the cam-
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pus of Marygrove College on the
northwest side of the city of Detroit.
The third center, located at the
Dearborn Heights campus of Henry
Ford Community College, opened on
Aprif 30, 1984; two satt sites in the
Wayne-Westland and Ypsilanti areas
became operational later in the year.
These sites serve out-Wayne County
and the Ypsilanti/Ann Arbor areas. In
March 1984, there were more than
10,000 laidoff UAW- Ford

Services and Reemployment Assis-
tance Centers. (See Table 2)

In San Jose and Sheffield, services
could be provided fully at a single
location and under the hij

Training, utilizing JTPA funds. (See
Table 3 for a diagram of services.}
Program projections for the three
Southeastern Michigan Career Ser-
vices and Assi e

and administration of a single joint
committee. The laidoff Michigan
population was from approximately
twenty-five different plants and re-
sided in a wide geographic area.
Clearty, a new service delivery con-

workers in southeastern Michigan.

The Michigan centers are locally
operated by selected consortia com-
posed of educational institutions,
provider agencies, and UAW-Ford
affiliated staff under the direction of
the UAW-Ford National Center. At the
Fraser site, Macomb Community
College has been contracted as the
tead agency. Organizations provid-
ing services include Oakland Com-
munity College and St. Clair Com-
munity College. In Detroit, Career-
Works, Inc., is the lead agency, with
additional services provided by
Marygrove College. The third lead
agency is Henry fFord Community
College, with services by Jewish Voca-
tional Services, Wayne-Westland
Schools, and Washtenaw Communi-
ty College.

Advisory Councils, comprised of
local Company and Union represen-
tatives, interact with the outside pro-
viders and the UAWFord National
Center to provide advice and counset
regarding activities of the Career

figuration was needed. The result is
the amalgamated regional service
delivery configuration just described.
The centers are run not by a local
committee, but by the outside lead
agency. Local committees are joined
in appropriate geographic Advisory
Councils, The National Center, which
is the grant recipient under JTPA,
plays a strong oversight role, and
retains a key Company and Union
person to visit and regularty monitor
each regionat center.

The Career Services and Reemploy-
ment Assistance Centers coordinate
a full range of services to participants.
As in San Jose and Sheffield, they are
a pivot point to assist the disfocated
employee in determining needed ser-
vices. Services delivered by the
<centers are designed under two proj-
ect components: the Personal
Development and Services Compo-
nent, generally funded by the UAW-
Ford National Center; and the Train-
ing and Placement Component,
generally funded by a grant from the
Michigan Governor's Office for Job

Centers were a firstyear take-up
of 2,000 participants in Personal
Development and Services (the first
component), and approximately 860
enrollments in Training and Place-
ment (the second component), with
430 participants in this second com-
ponent to be placed in jobs by the
end of June 1985. The goals of 860
enrollments and 430 placements were
2agreed upon as part of the Michigan
JTPA grant.

Since the establishment of the first
Michigan center on March 12, 1984,
more than 3,400 persons have re-
ceived orientation. Of these, more
than 2,200 enrolled in the Personal
Development and Services Compo-
nent,

Through March 12, 1985, the
Centers had cumulative enrollmen
of 1,226 in services under the Train-
ing and Placement Component. This
figure represents 143% of the pro-
ject’s total enrollment goal of 860.
With respect to placement, a total of
b7 participants returned to work,
160% of the project’s total placement
goal. The UAW-Ford National Center

Table 22 UAW-Ford Michigan Career Services and Reemployment Assistance Centers

Subcontractors

Oakland Community College

Zone #1 Zone #2 Zone #3
Location Fraser Detroit Dearborn/Ypsilanti
Lead Agency Macomb Community College CareerWorks, Inc. Herwry Ford Community College
Major

Marygrove College

Advisory Counil
Representatives Ford Tractor Rouge Area
(Company and UAW Chesterfield Research & Engineering
ersonnel trom the Utica Wayne
isted locations) Mt Clemens Paint & Vinyl Michigan Truck
Steding Livonia
Van Dyke Wixom
Pilot Plant

Jewish Vocational Services
Washtenaw Community College
Wayne-Westland Schoot District

Rouge Area
Monroe

Rawsonville

Ypsilanti

Research & Engineering
Wayne

Michigan Truck

W aven

Livonia

Sheldon Road
Northville

Saline
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well spent, for it has enhanced par-
ticipants’ skills and abilities as théy re-
enter the workforce, both at Ford and
non-Ford facilities. These results are
based upon 11 months of operation.
(See Table 4.}

A special feature introduced in the
Michigan area is a Family Relocation
Service Center. This became opera-
tional in June 1984, as an adjunct ser-
vice to the Career Services and
Reemployment Assistance Centers.
This program provides pre- and post-
relocation assistance to employees
and their families in the event they
relocate. Among other items, services
include individual and family counsel-
ing regarding relocation issues, job
placement assistance for family
members, development of a reloca-
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tion plan, referral for financial assis-
tance, and a complete community
profile on the new location. A Reloca
tion Guide is provided upon request
to employees scheduled for relo-
cation or to employees who have
already relocated.

As of March 1985, the Family
Relocation Services Center has pro-
vided relocation assistance to aver 295
employees and their families
relocating to Atlanta, Twin Cities, and
Buffalo and 10 36 employees who
transfesred from Green Island, New
York, to the Sheldon Road Plant in
Michigan.

The Michigan regional center
approach, based upon a one-stop ser-
vice for laidoff employees, brings
together the focal community, the
Company, the Union, and local and

state governments in a working pant-
nership which goes beyond shared
funding and includes many elements
of shared delivery. The parties are
expanding this regional assistance
approach with the addition this year
of three Career Services and
Reemployment Assistance Centers in
Indiana and Ohio. Although two of
these locations are single plant sites,
it appears the lead agency concept is
better suited to deliver services when
a plant has both an active and a faid-
off population. A local committee
cannot dedicate itself full-time to run-
ning such a center when it must at
the same time serve a large popula-
tion of active workers,

Table 3 Diagam of Sevvices

UAW-Ford Career Services and Reemployment Assistance Centers (RAC)

Personal Development and Services Component Training and Macement Component
for- oy
* GRIENTATION
* CERTIFICATION ON-THEJOBTRAINING
* ENROULMENT Ey 7.
PERSONALIFAMILY ENROLLMENT INTO
— SUPPORT SERVICES * TRAINING AND
RAC Staff Referral to. PLACEMENT &
Py Approprlate Agencies
PERSONAL ASSESSMENT Financis}
= Frofile on Farucipants Marital _
e _ﬂ.ﬂu.__a«ﬁi&a» Referral | * Drug/Alcohol Abuse REFERRAL TO by
Development Asistance PROCRAM
Plan (EDAP) COMPONENT 0B DEVELOPMENT
* Needs Assessment RESOURCES
7 IDAP Update TESTING IF —_— |
APPROPRIATE * fob Search Skifs
> PREPAID TUITION *Job Chub
ASSISTANCE « Job Developement
- * Bementary School
CAREER COUNSELING uun.m_-. School
—AND GUIDANCE | _ Referral il
« Self Awareness O .
tnchuding Testing) TRCETED
* Carcer Awareness vocATionAL |
* Career Decision-Making RETRAL DIRECT PLACEMENT
Cazeer Manning = tmtensve
EDAP Update » Accelerated
B iz
BASIC SKILLS . L
=1 At RAC . ROGRAM
fetered Ou « Other Termination

3 This component wil be svailable 10 afl pasticipants theoughout their involvement with the RAC.
b Participants may elect 1o exit program peior ta enroliment n Training and Placement.
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OBSERVATIONS

It is no easy task to establish such
Assistance Centers, whether single
plant or regional consortium. Few
states, especially in the early days of
JTPA, could provide the fulltime
technical assistance necessary to
structure a quality program. Com-
pany and Union personnel had no
prior experience, and there were few
local providers qualified to deliver the
entire range of services desired.
Although centers of this type are
becoming more “state of the ant,”
there are many pitfalls to be avoided
and many lessons to be learned.

Such undertakings should not be
started without considerable planning
and commitment, in order to avoid
confusion, errors, human disappoint-
ments, and promises that may not be
kept. By the time the decision is made
to taunch a center, the desired launch
time frame is short. People are
waiting for services; applications for
funding and installing program
systems take time. A site must be
found which is accessible to the
population to be served. Without
private funding, frequently the im-
plementation process simply cannot
begin.

Special problems are faced in im-
plementing and operating a regionat
(as opposed to a plant closing site)
center, It is imperative to find out if

there are lead agencies and other pro-
viders who have the knowledge, staff,

These new relationships need con-
stant nurturing and support, and

and flexibility to join in a ¢
with both the Company and the
Union.

The process used by the National
Center involves a t-for-bid

when d ped, will provide a com-
prehensive approach that could not
be obtained from a single agency.
What were _::_m_? separate m:Q
distinct org;

package issued to tocal providers.
These providers are not asked to
design a new program, or simply to
describe their own program, but are
requested to address how they will
implement the UAW-Ford design. The
bid document guidelines request
agencies to form a consortium with
a lead agency (which will manage the
day-to-day aperations) and with other
member providers who will furnish
services in which they excel.

A third vital member of the consor-
tium team is UAW-Ford personnel
who will be located in the regional
center. They provide liaison to the
Company and Union, certain direct
services to the participants, and are
part of the day-to-day management
team. A determining factor in the
success of a center is bringing these
separate groups together, each with
their own background, training, and
perceptions. Then, they must be
molded into a team with one focus:
service to the displaced worker using
a flexible, client-driven system.

Goals

Personal Development and
Services Component
« First Year TakeUp

§

Training and Placement
Component
« Enroliments
« Targeted Vocational
Retraining
+ Self-Directed Job
Search Training
* Placements.

g2 B B

Table 4:  Goals and Resutts in Three Michigan UAW-Ford
Career Services and Reemployment Assistance Cesters

become one —mm:e with commitment
and ownership to their local UAW-
Ford Assistance Center. The Com-
pany and Union presence is always
maintained by both on-site staff, and
by two National Center coordinators
—one Union, one Company. Under
the single center approach, the quali-
ty of services will be higher, delivery
will be faster, and the whole opera-
Il be more cost effective and
efficient.

UAW-Ford Employee Development
and Training Program participant
intake rates are high compared to
those in similar programs. This prob-
ably is largely attributable to the joint
Company and Union concentration
of purpose, the configuration of t
Program itself, and the partne.

Laigd-off UAW-represented

Results Results as a Ford employees attend an

IUB4- 385 % of Goals session at a

Career Services and Re-

employment  Assistance

Center.

2200 110%
1226 1)
20 0%
749 109%
[ 0%

a 2,200 employees entolled in the Personal Development and Services
Component. A total of 3,400 employees received orientation.

b Includes placements in Ford and non-Ford facilities.
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208

Representative HaAwkins. The final witness is Ms. Nancy Bar-
rett. Ms. Barrett, we welcome you as a witness.

STATEMENT OF NANCY S. BARRETT, PROFESSOR OF ECONOMICS,
AMERICAN UNIVERSITY

Ms. BArreTT. Thank you, Mr. Chairman and members of the sub-
committee.

My testimony will focus on three issues: Projections of the female
labor force to the year 2000; patterns of female employment and
related concerns regarding equity and economic well-being for
women workers; and suggestions for Federal policies and programs
supportive of women’s successful participation in the labor force.

The rapid growth of the female labor force since the mid-1960’s
has had an extraordinary impact on our work and family lives. The
shift in women’s work roles from full-time homemaking to paid em-
ployment has been the most dramatic for married women with pre-
school children. In 1960 fewer than 20 percent of such women
worked outside the home, compared with over 50 percent today.
The number of women working or looking for work outside the
home has increased by 29 million in 25 years, involving the absorp-
tion of over a million additional women workers per year into paid
employment.

This dramatic change in women’s work roles has had a profound
effect on family lifestyles. For one thing, most families can no
longer count on the services of a full-time homemaker. On the
other hand, women’s paychecks, at least in husband-wife families,
have more than offset the impact of lower rates of productivity
growth and falling real wages on families’ living standards. But
perhaps more fundamentally, women’s changing economic roles
have alterred the social relations between men and women in ways
that necessitate a restructuring of the laws and social support sys-
tems that constitute their relationships with government.

The mass exodus of women from homemaking into paid employ-
ment is part of a structural transformation of the economy that is
in many ways comparable to the movement of workers out of agri-
culture many decades ago. These two movements had similar eco-
nomic roots, and both movements had important consequences for
the lifestyles of families involved.

A difference was the huge magnitude and rapidity of the move-
ment of women out of full-time homemaking. In 1960, for instance,
I estimate that there were roughly 40 million women who were
full-time homemakers, compared with only 20 million today. By
comparison, the shift out of agriculture involved roughly 3 million
workers over a much longer period of time. On average, the female
labor force participation rate has increased by about three-quarters
of a percent per year since the early 1960’s.

Clearly, the rate at which the female labor force is growing must
eventually slow down. But few observers expect the trend to be re-
versed. Projecting from the agriculture analogy, the economic
forces that have shaped the transition in women’s work roles to-
gether with eroding mobility barriers due to changing social atti-
tudes are unlikely to be reversed. In fact, a case could be made that
if the decade of the 1990’s brings forth new initiatives supportive of
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women’s labor force activity, their rate of participation will contin-
ue to climb fairly vigorously.

The Bureau of Labor Statistics projects that the female labor
force will grow by roughly a million per year during the 1990’s, or
an average of about a third of a percent per year. This projection
represents roughly a halving of the rate of increase we have been
experiencing, but involves a steady increase in the female share of
the work force. At that rate, by the year 2,000 women would com-
prise 47.5 percent of the work force relative to 45 percent today
and about a third in 1960.

Several important factors could throw these projections off. The
first has to do with possible welfare reform initiatives. If we are
successful in developing an alternative to welfare that reduces its
current work disincentives and provides decent jobs for poor
SoBM: who head families, the BLS figures will probably be under-
stated.

Second, improved earnings opportunities for all women will also
increase labor force participation, and perhaps more importantly,
will increase full-time participation for women who now work part
time. If continued progress is made in reducing the earnings gap
and barriers for professional women continue to come down, the
Bureau of Labor Statistics figures may also be understated.

Third, improved child care services and more flexible leave poli-
cies and flexible working hours could make a considerable differ-
ence in women'’s labor force participation.

Finally, and working in the opposite direction, might be a reduc-
tion in labor force participation for older women as pension bene-
fits for women improve.

Throughout the 1970’s the BLS and most other forecasters con-
sistently underestimated the strength of the transition in women’s
labor force roles. Evidence from other countries with more vigorous
implementation of pay equity policies and with better household
support services like child care and parental leave suggests that
the female labor force participation rate could reach as high as 70
percent with these policies in effect. In Sweden, for instance, the
labor force participation rate of mothers with preschool children
has gone from 27 percent in 1965 to 80 percent in 1984.

Thus, I urge a note of caution in relying on official projections of
female labor force growth. Much will depend upon the very Federal
initiatives being considered here. If anything, however, female
labor force growth may be somewhat more robust than the official
projections would suggest.

I will now turn to the issue of female employment patterns. As
you know, the work force is characterized by considerable occupa-
tional segregation based on sex, and jobs held predominantly and
stereotypically by women tend to be paid less than other jobs. A
good bit of the sizable pay gap between men and women is related
to this sex-based division of labor in the workplace. And despite a
modest decline in the pay gap during the 1980’s, the dynamic for
change in this area is much less robust than the forces behind the
movement of women out of full-time homemaking, and also less
robust than the conventional wisdom regarding women’s changing
roles would have us believe.
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In 1985, for instance, 70 percent of all women employed full time
were working in occupations in which over three-quarters of the
employees were female, while the roughly 28 percent of employed
women who work part time are even more heavily concentrated in
such jobs.

Although there is considerable inertia in the overall occupational
profile of the female work force, there has been a dramatic in-
crease in the number of women entering the prestigious tradition-
ally male-dominated professions.

While this development suggests a major breakthrough in the
erosion of conventional stereotypes regarding women’s work and
represents an exciting potential for improved earnings opportuni-
ties for women, it is not necessarily indicative of any movement of
women out of low-paying, female-dominated occupations. Rather,
this group of college educated women were those who a generation
ago were most likely to have been full-time homemakers.

Since the mid-1970’s there has been a substantial increase in
labor force participation among middle-class, well-educated women.
By 1985 the proportion of women aged 25 to 34 in the labor force
who attended college actually surpassed that of men. This gain was
accomplished by an explosive increase in the labor force participa-
tion rate of college educated women in this age group over the
decade from 1975 to 1985, from 69 to 83 percent for college gradu-
ates and from 58 to 76 percent for those who had attended college.

Surprisingly, during the 1960’s there was a negative correlation
between a husband’s socioeconomic status and the probability that
his wife would be in the work force. Sometime during the 1970’s
this correlation turned positive. So now men in the higher socioeco-
nomic categories are more likely to have wives that are in the
labor force than other men.

Although women are increasing their representation in the elite
professions, it is nevertheless the case that working conditions for
the vast majority of women have not changed much in the past
generation. Women in the labor force remain concentrated in low
paying clerical and sales work. Instead, the increased representa-
tion of women in the professions is coming largely from a socioeco-
nomic group that a generation ago would have been engaged in
full-time homemaking and volunteer work.

Whether or not these female inroads into the professions will
reduce the male-female earnings gap remains to be seen. There
seems to be a considerable segregation of women within the pres-
tigious occupations into the lower paying specialities.

" Moreover, in professions where there is a hierarchical status and
salary structure women are concentrated at the bottom of the
ladder. This suggests that the concept of equal employment oppor-
tunity needs to be extended beyond the point at which workers are
newly hired to a monitoring of promotion and pay practices in the
internal labor markets of firms and organizations.

Two major issues emerge from this discussion. First, as employ-
ment outside the home has become the predominant economic role
for American women, equitable treatment in the workplace has
become a foremost concern. This concern has intensified in the
public debate due in part to the fact that well educated and articu-
late middle class women now see themselves as part of this new
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trend, and because the accompanying growth of households headed
by women links up women’s inferior job opportunities with the pov-
erty problem.

Second, we have also become concerned with the impact of this
trend of families, especially children, and have begun to consider
whether some of our laws and social institutions that were predi-
cated on the widespread availability of full-time homemakers need
to be overhauled.

It has been widely accepted, at least since the passage of title VII
of the Civil Rights Act of 1964, that mandating equal pay for equal
work in a sex segregated labor market will not eliminate sex dis-
crimination in employment. Instead, proponents of equal employ-
ment opportunity for women have emphasized equal access to
higher paying job opportunities, affirmative action to eliminate
stereotypes by both employers and employees, and the resocializa-
tion of young women and men to new expectations regarding sex
roles. Yet even as stereotypes are breaking down, although perhaps
not quite as rapidly as the expectations the conventional wisdom
mboo_%.mmmm, problems remain and new approaches need to be
tested.

For low income women the pace of their movement out of the
low paying female occupations is dishearteningly slow. There is an
obvious link between poverty and female headed households and
the low pay in female dominated occupations.

One way to improve the economic well-being of these women
would be through a concerted effort to encourage employers to re-
evaluate their wage structures with the aim of raising pay in pre-
dominantly female categories when warranted by the skill and re-
sponsibility inherent in the job. One could make a case that lower
pay for women’s work is as much the result of tradition as of the
inherent inferiority of these jobs.

A concerted national effort to increase pay rates in jobs that are
predominantly held by women, sweetened perhaps with tax credits
for firms that implement such wage adjustments, would be prefera-
w_m.s our current practice of judicial review on a case-by-case

asis.

Of course, discriminatory pay systems should be remedied in the
courts, but it is difficult to arrive at a widely accepted definition of
discrimination in a sex segregated work force. Regardless of wheth-
er one considers women victims of discrimination, however, it
should be obvious that a national commitment to improving
women’s earnings must begin with a commitment to raising pay
for the jobs that most women hold.

For professional women the battle for equal access to profession-
al schools and entry level jobs has been largely won. For these
women the issues of the 1990’s will revolve around upward mobili-
ty and access to higher paying specialities and upper level responsi-
bilities. This suggests that we will need to reorient our equal em-
ployment opportunity and affirmative action efforts laws beyond
the entry level to the internal pay and promotion practices of firms
and organizations.

This is not the forum to argue for a much needed welfare reform
that both raises benefits and does not discourage welfare recipients

from working. But welfare will never be a solution to poverty; it
‘ P
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will only mitigate poverty’s effects. The real issues in welfare
reform is to recognize that the societal model in which women are
expected to be full-time homemakers is no longer the norm. The
emphasis must be on a major commitment to improve the employ-
ability of welfare mothers and to improve their job opportunities
once they are prepared to enter the labor market. This will involve
the provision of training for those who lack skills, public service
employment for those who need work experience, as well as the im-
plementation of the pay equity strategy discussed earlier.

So far my discussion has focused on equity in pay and equal em-
ployment opportunity. However, I also noted that women’s chang-
ing economic roles have occasioned other problems. Child care, for
instance, is as urgent need, and yet our system of child care re-
mains predicated on a societal model in which full-time homemak-
ers are the norm. More than 10 million preschool children now
have mothers who work, and yet we lack a national or locally
based program for child care. Child care arrangements for these
millions of children are appallingly haphazard.

Other areas of concern include benefit and retirement schemes,
including social security, that presuppose the traditional family,
and a workplace environment that sets hours, vacations, geograph-
ic transfer policy, et cetera, on the presumption of a traditional
worker; that is, a single breadwinner supported by a full-time
homemaker. Our income tax system based on family rather than
individual earnings is also out of date and creates serious inequi-
ties.

One final point that I would like to make concerns our attitudes
about child support enforcement. When most married couples with
children consisted of a male breadwinner and female homemaker it
was widely accepted that a husband would share his earnings with
his wife and children. As traditional familial roles have changed,
so apparently has the attitude that a father should contribute to
the support of his children. Fewer than half of all households
maintained by women receive any child support payments at all
from absent fathers, and those that do receive very small amounts.

The State of Wisconsin is experimenting with a system in which
an absent parent is required to pay a child support tax, a share of
his or her gross income. This tax is automatically withheld from
pay, with the State guaranteeing a minimum amount if the absent
parent has insufficient income. This approach has the potential for
linking up parental responsibility with a system of child-related
welfare payments that would not contain the work disincentives
for the custodial parent and the support disincentives for the
absent parent that are currently present in the AFDC system. I
thank you very much for inviting me today.

[The prepared statement of Ms. Barrett follows:]
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PREPARED STATEMENT OF NANCY S. BARRETT

Mr. Chalrman and Members of the Committee:

I am pleased to be able to share with you my views on
employment prospects for women in the year 2000, as part of the
Committee's hearings on employment in the year 2000. Much of my
testimony today will be drawn from an earlier research project I
undertook for the Congressional Caucus for Women's Issues, and

which appeared as part of the volume, The American Woman, 1987-

88 (New York: W.W. Norton & Company, 1987), edited by Sara E.

Rix.

My testimony will focus on three issues: (1) projections of
the female labor force participation rate, (2) patterns of female
employment and related concerns regarding equity and economic
well-being for women workers, and (3) suggestions for federal
policies and programs supportive of women's, successful

particlipation in the labor force.

Women's Labor Force Participation

The rapid growth of the female labor force since the mid-
1960s has had an extraordinary impact on our work and family
lives. The shift In women's work roles -- from fulltime
homemaking to paid employment -- has been the most dramatic for
married women with preschool children. 1In Hmmo~. fewer than 20
percent of these women worked outside the home, compared with
over 50 percent today. The number of all women working or looking
for work outside the home has increased by 29 million in 25

years, involving the absorption of -more than a million additional
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women workers per year Into paid employment.

This dramatlc change in women's work roles has had a profound
effect on family lifestyles. For one thing, families can no
longer count on the serxvices of a fulltime homemaker. On Ethe
other hand, women's paychecks (at least in husband-wife families)
have more than offset the impact of lower rates of productivitity
growth and falling real wages on families' llving standards. But
more fundamentally, women's changing economic roles have altered
the social relatlons between men and women 1in ways that

necessitate a restructuring of the laws and social support

systems that constitute their relationships with government.

The mass exodus of women from homemaking into paid employment
is part of a structural transformation of the economy that is in
many ways comparable to the movement of workers out of
agriculture many decades ago. These nto movements had similar
economic roots (both home production and farm work are highly
labor-intensive activities for which the impact of rapid
technological change and opportunities for higher incomes in the
rest of the economy produced a mutually reinforcing push and
pull) and both movements had important consequences for the
lifestyles of families involved. A difference was the huge
magnitude and rapidity of the movement of women out of fulltime
homemaking. In 1960, for instance, 1 estimate that there were
roughly 40 million women who were fulltime homemakers, compared
with only about 20 million today. (By comparison, about 3 million

workers moved out of the farm economy, over a longer period of
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rage, the female labor force participation rate has
three-quarters of a percent (or over a million

ar since the early 1960s.

the rate at which the female labor force is growing
ly slow down. But few observers expect the trend to
Projecting from the agriculture analogy, the
ces that have shaped the transition in women's work
er with eroding mobility barriers due to changing
udes are unlikely to be reversed. 1In fact, a case
de that 1f the decade of the 1990s brings forth new
wCUOOHnw<m of women workers, their rate of

will continue to climb fairly vigorously.

u of Labor Statistics projects that the mmemwm labor
ow by no:a:HK 944,000 wmn year during the 19%8s, or

.36 percent pet year. This projection nmmumwm:nm
halving of the rate of increase we have been

but involves a steady increase in the female share
rce. At that rate, by the year 2000, women would
5 percent of the workforce, relative to 45 percent

4 percent in 1960.

important factors could throw these projections off.
to do with possible welfare reform initiatives. 1f
essful in developing an alternative to welfare that

current work disincentives and provides decent jobs

in Wwilliam B. Johnson, Workforce 2000 (The Hudson
87), p. 85.
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for poor women who head families, the Bureau of Labor Statlistics
figures will bﬂocmcw< be understated. Second, Improved earnings
opportunities for all women-will also increase female labor force
participation and (perhaps more importantly) will increase
fulltime participation for women who now work parttime. Reseaich
has shown that the labor supply response to higher wages ls much
greater for women than for men (presumably because women have
more discretion 1in the decision to enter or leave paid
employment.) If continued progress 1is made in reducing the
earnings gap and barriers for professional women continue to come
down, the Bureau of Labor Statistics figures may be understated.
Third, improved child care services, more flexible leave policies
and flexible working hours, and other supportive measures could

make a considerable difference in women's labor force
participation. Finally, and working in the occomwnm uwmmnnwo:~
might be a reduction in labor force participation for older women
as pension benefits for women improve (although changes in Social

Security rules could encourage delayed retirement).

Throughout the 1970s, the Bureau of Labor Statistics and most
other forecasters consistently underestimated the strength of the
transition wa women's labor force roles. Evidence from other
countries with more vigorous implementation of pay equity
policies and with better household support services 1like child
care and parental leave, suggests that the female labor force
participation rate could reach as high as 70 percent with

supportive policies in effect. In wtmam:~ for instance, the laka:
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force particlpation rate of mothers with preschool children :ww

gone from 27 percent in 1965 to more than 80 percent in 1984.

In 1982, the overall labor force participatlion rate for women was
* %

77 percent, compared with 86 percent for men. (The labheor force

participation rate for U.S. males in 1937 was 75.8 percent.}

Thus, I wurge a note of caution in relying on official
projections of female labor force growth. Much will depend upon
on the very federal initiatives Umw:o considered here. If
anything, however, female labor force growth may be somewhat more

robust than the officlal projections would suggest.

Patterns of Female Employment

I will not use this occasion to develop at length some of the

well-known facts about women's status in paid employment.
muwmmwk~. the workforce 1is characterized by considerable
occupational segregation based on sex, and jobs held
predominantly and stereotypically by women tend to be paid lesu

than other jobs. A good bit of the sizeable pay gap betweon

and women is related to this sex-based divisien of labor in  the
workplace. And despite a modest decline in the pay Gap during the
1980s (a decline that I have elsewhere noted is less the result
of women moving into better-paying jobs than the effect of the

deep recession that had a Jdispropertionate effect on the thigh-

* The Swedish Institute, Fact Sheets on Sweden, 1984.

** The Swedish Institute, Fact Sheets on Sweden, 1982,
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*
wage, male-dominated sectors of the economy), the dynamic for

change 1n this area is much less robust than the forces behind
the movement of women out of fulltlwe homemaking, and alse less
robust than the conventional wisdom regarding women's changing
roles would have us believe. In 1985, for instance, 70 percent of
all women employed fulltime were working in occupations in * which
over three-quarters of the employees were female, while the
roughly 28 percent of employed women who work part time are even

more heavily concentrated in female-dominated occupations.

Although there 1s considerable 1Inertia 1In the overall
occupational profile of the female workforce, there has been =a
dramatic increase in the numbers of women entering the
prestigious, traditionally male-dominated professions. Between
1972 and 1987, the percentage of women recelving degrees Jumped
from 4 percent no,uu percent for MBAs, 3.3 percent to 36.8
percent for law, 6.5 percent to 28.2 nmnnmwm for MDs, and .7
percent to 19.6 percent for dentistry. While this
development suggests a major breakthrough in the erosion of
conventional stereotypes regarding women's work and represents an
exciting potential for improved earnings opportunities for women,
it is not necessarily indicative of any movement of women out of
low-paying female dominated occupations. Rather, this group of

college-educated women were those who a generation ago were the

* See The American Woman, 1987-88, pp. 133-4.

** Social Security Administration, Office of sStrategic
Planning, 1987.
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ones most llkely to have dropped out of the labor force during

thelr childbearing years.

Since the mid-1970s, the most substantial increase in labor
force participation has been among middle-class, well-educated
women. By 1985, the proportion of women aged 25 to 34 in the
labor force who attended college actually surpassed that of men.
This gain was accomplished by an explosive increase in the labor
force participation rate of college-educated women in this age
group over the decade from 1975 to 1985 -- from 63 to 83 pecrcent
for college graduates and from 58 to 76 percent for those who had
attended college. Given the expectation of a career 1in paid
employment rather than a brief period of employment prior to that
of being a fulltime homemaker, it is not surprising that young

women are pursuing professional degrees.

Although women are increasing their representation in the
elite professions, it 1is nevertheless the case that working
conditions for the vast majority of women have not changed much
in the past generation. women in the labor force remain
concentrated in low-paying clerical and sales work. (A notable
exception is the situation of black ﬁosms whose movement 1into
clerical and sales work from domestic household service has
meant considerable upward mobility, both socially and
economically.) Instead, the increased representation of women in
the professions is coming largely from a socioeconomic group that
a generation ago would have been engaged in fulltime homemaking

s

and volunteer work (that is, in non-labor market activities.}

86-034 0 - 88 - 8
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Whether or not these female inroads into the professions will
reduce the male-female earnings gap remains to be seen. There
seems to Dbe considerable segregation of women within the
prestigious occupations into the lower-paying specialities. TFor
instance, in medicine, women predominate in specialties 1like
pediatrics and nutrition, both of which pay less than a male-
dominated specialty like surgery. Moreover, 1in professions where
there 1s a hlierarchical status and salary structure, women are
concentrated at the bottom of the ladder. For instance, women on
college faculties account for only 10 ummno:n»Om full professors
and 50 percent of instructors and lecturers. Wwhile part of thiz
is obviously related to the fact that predominately younger
cohorts of women are m<m—~mc~o for such positions, there iz also
evidence that promotion rates from the m<m—wmuwm*wooH of women at
all levels are lower than male promotion ratés. This mcommmmm.
that the concept of equal employment opportunity needs to extend
beyond the point at which workezs are newly hired to a monitoring
of promotion and pay practices in the internal labor markets of

firms and organizations.

Equity and Economic Well-Being for Women Workers

Two major 1issues emerge from this discussion. First, as

* The American Woman, 1987-88, p. 122.

** See for instance Deborah M. Figart, "Gender, Unlons, and
Internal Labor Markets: Evidence from the Public Scctor in Two
States,” American Economic Review, 77 (May 1987), pp. 252-56. ,
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employment outside the home has become the predominant economic
role for American women, equitable treatment in the workplace has
become a foremost concern. This concern has intensified in the
public debate due to the fact that the well-educated, articulate
middle class now see themselves as part of this new trend, and
because the accompanying growth of households headed by women
links up women's inferior job opportunities with the poverty
problem. Second, we have also become concerned with the impact of
this trend on families -- especially children -- and have begun
to consider whether some of our laws and social institutions that
were predicated on ‘the widespread availability of fulltime

homemakers might need to be overhauled.

It has been widely accepted, at least since the passage of
Title VII of the Civil Rights Act of 1964, that mandating mW:UH
pay for mwsmw work in a mmxlmwmnmomnmm labor market will not
mwwéwsmnm sex discrimination in employment. Instead, unouo:mlnm
of equal employment opportunity for women have emphasized equal
access to higher paying job opportunities, affirmative action %o
eliminate stereotypes by both employers and employees, and
resocialization of young women and men to new expectations
regarding sex roles. Yet even as stereotypes are breaking down
(although perhaps not quite as rapidly as the expectations the
conventional wisdom encourages), problems remain and new

approaches need to be tested.

For low income women, the pace of their movement out of low-

paying female occupations is dishearteningly slow. There is an
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obvious link between poverty in female-headed households and the
low pay in female-dominated occupations. One way to improve the
economlc well-belng of these women would be through a concerted
effort to encourage employers to reevaluate thelr wage structures
with the aim of raising pay in predominantly female categories
when warranted by the skill and responsibility inherent in the
job. One could make a case that lower pay for women i{s as much
the result of tradition as of the inherent inferiority of women's

work.

A concerted, national effort to increase rates of pay in jobs
that are predominately held by women (zweetened perhaps with tax
credits for firms that implement such wage adjustments) would be
preferable to our current practice of judicial review on a case
by case basis. Of course, discriminatory pay systems should be
remedied in the courts. But it is ammnwncwn to arrive at a
tpumwk accepted nmmpswnpos of discrimination in a sex-segregated
workforce. Regardless of whether one considers women victims om
discrimination, however, it should be obvious that a national
commitment__to improving women's earnings must begin with a,

commitment to raising pay for the jobs most women hold.

For professional women, the battle for equal access to
professional schools and entry-level jobs has been largely won.
For these women, the issues of the 1990s will revolve around
upward moblility and access to higher-paying specialities and
upper-level responsibilities. This suggests that we will need to
reorient our equal employment opportunity and affirmative action

efforts laws .beyond the entry level to the internal pay and




promotion and practices of firms and organizations.

50 far, this dliscusslion has lgnored the problems of
dlsadvantaged women, many of whom find welfare an alternative o
a low-paying Jjob. In 1984, the median weckly earnings of cmploy=zd
women aged 25 to 54 who maintained faimilies was $266 per week
when working full time. Subtracting payroll taxes and a modest
$10 per day for all work-related expenses (including childcare),
this comes to $10,275 per year, relative to the 1984 poverty
threshhold of $10,609 for a family of four. With a 10.4 percent
unemployment rate for women who maintain families, many women
were not able to find year-round work, so that they earned less
than the year-round median. Although welfare benefits are
woefully 1inadequate, they become an attractive alternative for
many women at the low end of the wage distribution. Welfare has
the added mnnmmnnpo: of reliability, while jobs these women hold

are unstable at best. AFDC also provides eligibility fo

H

Medicaid, while equivalent medical benefits may not be available

in paid employment.

This is not the forum to argue for a much-needed welfarc
reform that both raises benefits and does not discourage welfare
reciplents from working. But welfare will never be a mowcnmo: to
poverty; it will only mitigate poverty's effects. The real issue
in welfare 1reform 1is to recognize that the societal model in
which women are expected to be fulltime homemakers is no longer

the norm. The emphasis must be on a major commitment to improve

the employablility of welfare mothers and to improve their job
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opportunities once they are prepared to enter the labor market.
This will involve the provision of training for nsouo. who lack
3kills, public service employment for those who need work
experience, as well as the implementaion of the pay equity

strategy discussed earlier.

Since 1981, there have been major cutbacks in governmental
employment and training programs (formerly under CETA) for uomn
women who malntain families. But statistical studies of earlier
CETA participants paint a consistent picture of the success of
these programs in ralsing earnings of poor women and m:nosmuowsm
them to maintain a more permanent attachment to the workforce,.
While the galins were admittedly modest relative to the magnitude
of the poverty problem, they offer evidence that a jobs-oriented
approach is feasible as a long-run strategy, and surely

preferable to the current welfare system.

So far, our discussion has focused on equity in pay and equal
employment opportunity. However, we noted that women's changing
economic roles have occasioned other problems. Child care, for
instance is an urgent need, and yet our system of child care
remains predicated on a societal model in which fulltime

homemakers are the norm. More than 10 milllion preschool children

* For an excellent review of these studies see Margaret
Simms, "The Participation of Young Women in Employment and
Training Programs," 1In National Research Council, Youth
Employment and Training Programs: The YEDPA Years (Washington,
D.C.: The National Academy Press, 1986); and Westat, Inc., Impact
on 1977 Earnings of New FY 1976 CETA Enrollees in Belected
Program Activities, March 1981. Avalilable from U.3. Department of
Labor, oOffice of Program Evaluation, Employment and Training
Administration.
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now have mothers who work, and yet we lack a national (or locally
based) program for chlld care. Child care arrangements for these

millions of children are appallingly haphazard. Lack of a child
care policy 1is symptomatic of our national ambivalence about
women's changing economic roles, but failure to act is creating a

crisis for children and family life.

Other areas of concern include benefit and retirement schemes
(including Social Security) that presuppose the "traditional"®
family, and a workplace environment that sets hours, wvacations,
geographic transfer policy, etc. on the presumption 2£f a
"traditional" worker (i.e. a single breadwinner supported by a
fulltime homemaker). Our 1income tax system based on family
earnings rather than individual earnings is also out of date and
creates serious inequities between similarly situated families

with different numbers of earners and marital arrangements,

A final concern relates to our attitudes about child support
enforcement. When most married couples with children consisted of
a male breadwinner and female homemaker, it was widely accepted
that a husband would share his earnings with his wife ang
children. Divorce was understandably less common under this
pattern than 1in a two-earner family, as economic dependence
provided a sort of glue that held together even unsatisfactory
marriages. As traditional familial roles have <changed, so
apparently has the attitude that a father should contribute to

the support of his children. Fewer than half of all households

maintained by women receive any child support payment: ot all
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from absent fathers and those that do receive very small amounts.

The State of Wisconsin is experimenting with a system in
which an absent parent is requlred to pay a "child support tax"
-- a share of his or her gross income. The tax is automatically
withheld from pay, with the state guaranteeing a minimum amount
1f the absent parent has insufficient income. This approach has
the potential for 1inking up parental responsibility with -a
system of child-related welfare payments that would not contain
the work disincentives for the custodial parent and the support
disincentives for the absent parent that are currently present in

the AFDC system.

Policy Initlatives

A number of policy recommendations flow from the foregoing

analysis. These lnclude:

<] Extenslion of the concepts of equal employment opportunity and
affirmative action beyond the entry level to monitor the avenues
for upward mobility In the internal labor markets of firms and
organizatlions.

[ A national commitment, supported by a program of tax credits,
to encourage firms to reevaluate their pay systems with the aim
of raising pay rates for jobs tradionally held by women, where
such adjustments are merited by the skill and responsibility
inherent in the Jjob.

o A reevaluation of employer and governmental practices
regarding benefits, working conditions, retirement, taxation,
etc., in the light of women's changing economic roles and their
implications for workers and families.

o Welfare reform, Including the provision of employment and
training services, child care, improved child support
enforcement, and policies to ease rather than impede the
transition from welfare to work.
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o Restoration of employment and training programs for
the disadvantaged.

0 A national childcare policy.

o A natlional program of child support enforcement.
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Representative HaAwkins. Thank you, Ms. Barrett.

I think the subcommittee is indeed fortunate this morning to
have three representatives from the corporate sector and two from
education. There seems to be somewhat of a gap from what the wit-
nesses have said. It seems to me that there is some lack of coordi-
nation between what industry thinks it needs in terms of qualified
people to do the job and, on the other hand, the inability or reluc-
tance of the schools to produce these individuals.

I don’t know just who is supposed to coordinate and who is going
to get them together. I doubt if those who are seated at the table
ever meet outside of a hearing to do that.

It seems to me that there is a serious challenge made to the
schools if we can believe what we have heard, and I think we do.

Ms. Futrell, maybe you can help us unwind a little bit. Why do
you think that the schools seem not to be meeting the challenge of
providing graduates with the necessary skills that industry seems
to be complaining about?

I think we have heard that complaint this morning. I think we
have heard many others make that same complaint, that even high
school graduates just do not seem to be able to go into industry,
without industry assuming a heavy load almost sometimes as a
second school to do what we assume the school should be doing in
the first instance. I know you have heard this yourself many times.

Ms. FuTtreLL. Yes. I will be very happy to try to respond. We do
not disagree that there are many problems within the schools and
that many young people who are enrolled are not receiving the
quality education which they rightfully deserve.

We no longer have the choices we had before to select from a
wide range of young people to work in factories, et cetera. We
could be much more selective then than we can afford to be now.

The schools of today are reflective of what the future will look
like. As we look to the future, we have more poor children coming
through our schools. We have more minority children coming
through our schools, more children who do not speak English as a
first language. The family structure and all other social dynamics
impact what happens in the schools and also impact what happens
in society.

Many of the young people who 20 years ago would not have ap-
plied for those jobs or who would have dropped out are now staying
in school. Those are the young people trying to get a better educa-
tion. They will be the future employees for the businesses.

We also find, Mr. Chairman, that the schools are probably 10 to
15 years behind industry. Changes are occurring so rapidly in the
work force, in the business world, that it is extremely difficult for
us to keep up.

Allow me to give you an example. As I indicated, I was a teacher
who worked in a work readiness program, business education.
When we would bring equipment in we thought we had the latest.
We would often find out that what we had might be the latest for
schools, but it was 10 or 15 years behind what was being used in a
Motorola or a Ford factory or an office building. We were trying to
prepare young people, and yet what we had was already outdated.
That continues to be a major problem today.
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Oftentimes the training is not there. The members of the school
staffs—I use that in a plural sense, because I am speaking of
schools in general across the United States—the up-to-date training
is not provided. We do not have the in-service programs, the confer-
ences and the workshops that to us stay abreast of what is going on
in the work force.

We also find that we don’t get the support from home which
would help us help young people get a good education. You have
heard me say a number of times before that my family was poor,
but my mother knew that with a good education we could break
the cycle of poverty. So she insisted that the homework should be
done and turned in. She insisted that the grades be maintained at
a very high level. She insisted that we go to school every day and
that we behaved ourselves and that we listened and we participat-
ed. But in too many instances that kind of parental support is now
absent. Many parents seem to have, and therefore to permit in
their children, a microwave mentality: an instant education and “I
don’t have to work very hard to get it.”

I believe that if we are going to improve the quality of education
for all young people and better prepare young workers for tomor-
row, we must restructure schools and we must involve teachers
more in the decisionmaking process. But we must have a stronger
alliance between the school and the home, between the business
world, between the industrial world and the school.

In many communities we are beginning to set up advisory com-
mittees where we invite members of the business community to sit
down on a regular basis with us and talk to us about what skills.
are required of someone seeking a job in their area, what can we
do in the schools to improve the quality of education. In many
school districts those committees are working. In others we cannot
find people to serve. Or if they agree to serve, they don’t come to
the meetings. Or if they come, they want to dictate what we should
do in the schools rather than work with us in trying to bring about
changes in the schools.

I think that we need better training for teachers, better prepara-
tion for those of us who are in the profession and for those who are
coming in.

And I think that we need to do a better job of convincing young
people that a good education now will open doors in the future. We
need to get them to understand that the education they receive
today will help them to adjust to a changing world of work in
which they will change careers five or six times in their lifetime.
We need to help them realize that they will have to be more
knowledgeable and understand the basics. To me, the basics are the
basics you need in order to survive. For one person it might be
computer literacy; for someone else it might be foreign languages.
But all young people need a good, solid basic education, and they
need to learn how to work together.

I was struck by a comment made by Mr. Braun, that we need to
teach young people how to work in teams. If you look at the way
schools are structured, students are not taught to work in groups.
They are taught to stay in their seats, do their work. That is the
way the schools are set up. So we are trying to restructure that
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kind of environment and have a more participatory, more group
learning type activity.

Those are just some of the things I think we can do to try to pro-
vide a better quality of education for all young people.

One other point that I would like to raise. Up to this point only
about 20 percent of all young people are receiving the best educa-
tion possible.

I think one of the tough issues we have to address—and it won’t
be a very pleasant issue—is the whole issue of tracking. We have
large numbers of young people, especially minority kids and poor
kids, who are trapped in the lower echelons of the educational
system and cannot get out. I wish I could say to you that those
young people are receiving quality education. In many instances
they are not. Yet they are the ones who are becoming a larger and
larger segment of our society.

As we talk about restructuring schools, we need not only to give
teachers more say and to provide a totally different environment,
but we must also be willing to tackle the issue of tracking.

I say that it is tough, Mr. Chairman. The young people who are
at the top, their parents are satisfied, because those young people
are getting a good education. They will probably say to you “why
should we change the system?”’ especially if it means that many of
the other children who have been trapped will now be in their chil-
dren’s classrooms.

That is going to be a tough issue. But if we are going to provide
quality education for a hundred percent, then we will have to ad-
dress the issue of tracking, because it has now become very tun-
neled and is a system where when young people get trapped in the
elementary grades they can’t get out. And for many, they are not
getting a good education. Many of those are the ones who are going
into the Motorola Corp. and into Ford, and they are going to many
of these other places.

Representative Hawkins. Thank you for your candor. Let me try
to distribute some of the questions and yield to some of the other
members.

It was Mr. Braun or perhaps Mr. Robinson who made several
specific suggestions that seemed to be clearly within the jurisdic-
tion of committees of Congress. One was the tuition reimbursement
issue that unfortunately was eliminated in the last tax act. I think
you mentioned the payment of overtime by employers of employees
who were in school being remediated or upgrading their skills. I
think you made one other suggestion.

Confining it to those two, can you elaborate a little bit more on
the question of overtime and employees who are actually in school,
how that operates currently to the disadvantage of the company?

Mr. RoBiNsoN. Certainly. I would like to talk about two pro-
grams that I am aware of where we have sent employees to school
full time for a year. Our friends at Texas Instruments have a simi-
lar program. In that case we post a job in the factory, on the bulle-
tin board, and the job is to go to school for a year and get a techni-
cian degree. That’s a 2-year associate’s degree from a community
college. We are running 20 to 30 students at a time through that.

You can well imagine, then, that if we took our full work force in
Phoenix, AZ, who wanted to do that we would have zero product
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out the door, because we couldn’t afford to do it. We have made a
commitment to do it and we have been doing it for 4 or 5 years and
it is very successful. We see some real success stories.

One of the exciting parts of this whole program of identifying
people in the factory, females and minorities, who want to grow is
that we now can provide for more of our employee needs from the
loyal employee population. One of the best stories we have is some-
one who started with us as a custodian, an Hispanic lady. She has
since raised six children. She has finished her associate’s degree in
electrical engineering. She has finished her 4-year bachelor’s
degree and going on for an MBA.

The challenge of this for her and for us is that the community
around her doesn’t really quite understand why she is doing that.
When I talk to her she has a very interesting perspective. One day
she said, “By the way, John, let’s talk in Spanish. It gives me an
advantage.”

So we talked for a while, and I said, “What are your priorities?”’

She said, “Faith, family, education, job,” and a few other person-
al things.

And I said, “Well, how do you fit all those things in?”

And she said, “I have to wake up from 2 to 4 in the morning to
study, because I still have family responsibilities to cook and make
sure my children are educated.”

That's an enormous burden on somebody. She is to be applauded,
and others ought to know of the great success. But I am very con-
cerned that others who found out about that would say “I just can’t
do all that, I can’t possibly do that.”

There ought to be a way, as Ms. Futrell says, to get business and
industry talking on a better way to do this. One of the most signifi-
cant things she said was the schools haven't yet fully addressed the
question of working in a participative environment.

I am on a kindergarten through eight school board. Frankly, the
discussion of a participative environment never came up. When she
said that, I thought back on the last 6 years, and I thought how
come I have not raised that with the other members of the school
board? John Robinson has a task to do at the school board meeting
next Tuesday. I am not sure yet how I am going to raise that. I
have got to think a little bit about it, because that is such a new
concept for a traditional educational system that I cannot come at
it directly. I think I am going to have to talk about where we are
in business.

A kindergarten through eight school board can’t alone make the
difference, because those students go on through high school and
perhaps many of them go through higher education and then show
up in the work force. That is a little bit of a challenge for us.

In conclusion, we are finding innovative ways to do it. In terms
of taxation, the tuition reimbursement question is one that we
have supported for a long time. We hope Congress can support tax
free tuition reimbursement again.

The other has to do with whether we pay people overtime or not
for education. Sure, we do pay them for training, because that is
part of their job. They go to school on our plant, on our time, for
training. They expect it and we expect it, and that comes with the
territory.
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One of the concerns we and other manufacturers have is if we
have to do remediation for skills we cannot send everybody who
needs it to school during the workday or our factory productivity is
going to stop. We pay for the education in remedial skills in the
evening to bring people up to where they want to be.

We heard from Mr. Savoie from Ford that people want to do an
excellent job, given the opportunity, but if they cannot do math
and do not have the English language comprehension, they cannot
do it. We would like to see a dialog about how to allow people who
volunteer for the education to get it without either the corporation
being taxed on it, or the exmployee being taxed on it. Perhaps that
could be a window or a period of time so that it is predictable, so
we know what could happen there.

Does that answer your question?

Representative HAWKINS. Yes, it does. I am sure that we could go
on if we had the time. We will certainly attempt to follow through
with you. Several of these issues are within the jurisdiction of some
of the committees that are currently involved in the taxation issue
as well as the fair labor standards issue, and I think they fit within
those categories. They are very novel ideals.

I am wondering éw@zumn or not these have been fully expressed
to the appropriate committees. In other words, on the question of
tuition reimbursement which was included in a tax bill. I am confi-
dent that most Members of Congress did not even realize what they
were doing. That is the unfortunate part of it, that sometimes
these issues are buried in an omnibus bill and voted on without the
full impact of what is really being done. Let me yield to Congress-
man McMillan.

Representative McMiLLAN. Thank you, Mr. Chairman. I might
just follow up on that to sort of get it down to where the water hits
the wheel. I think that happened in that omnibus bill because basi-
cally in tax reform there was an objective to try to be revenue neu-
tral. There was an attempt to eliminate a whole host of inequities
that existed in the tax law. I think we hit on some. Perhaps we
didn’t hit on others. That is an unfortunate casualty.

Let me put it to you the other way. You are involved in educa-
tion and you are involved corporately. You raised two interesting
points.

Do you think Motorola as a corporation and that the employees
of Motorola as individuals would be willing to see their marginal
tax rates raised in order that tuition tax credits or whatever form
a positive government response to this need would take could be
vwa for? There is a revenue cost to government by making that
change.

Mr. RosinsoN. That is a difficult one. Particularly for the ones
who need it most. A little over 50 percent of the people who are
taking advantage of tuition reimbursement are making less than
$30,000 a year. The category that is of the most agony for us are
the ones making $15,000 to $20,000. They take home, perhaps, $200
or $250 a week. As it presently stands for community college tui-
tion, their whole paycheck on April 15, has to go to pay the addi-
tional tax on that education.

Would they agree to additional tax? I don’t think they would be
in favor of it.
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Representative McMILLAN. I do not so much mean the individual
affected. I am talking about their peers, so to speak, in the work-
place. Would I as a person earning in the same category as another
who has no child in school or is not pursuing some self-education
program vote to in effect subsidize my neighbor in that respect? 1
think that is part of the issue.

Mr. RoBinNsoN. I think there has to be another way to do it with-
out raising the taxation of the taxpayers. There is a bill in the
House that is sponsored by Congressman Guarini. I understand he
has 300 cosponsors at this point. He tells us that he has a way to
fund the bill but he has not yet released the concept.

Representative McMiLLAN. That is the kind we have had around
here for a long time.

Mr. RoBiNsON. I wish he was here. We have asked him the same
question: Where is the money going to come from? because we are
going to be asked the same question, and he says “at the right
time, when Rostenkowski is ready, I will tell him.”

Representative McMiLLAN. He has got a lot of power, then.

Mr. RoBiNsOoN. We have talked to Rostenkowski at great length;
we have talked to Marty Russo from Illinois about it. As you can
imagine, there are numerous anecdotes and stories. That really
begs the issue: What are we going to do? Collectively we have got
to find a solution. We have a lot of folks hurting over this one, and
a lot of agony and a lot of anger right now.

Representative McMILLAN. I agree with you. I think that is an
incentive that is important and I was sorry to see it lost in the tax
reform. Maybe we can find a way to restore it, but there will have
to be some balance or some offsetting way of coping with it, be-
cause we are already $150 billion a year behind.

Mr. RoBinsoN. We know that.

Representative McMILLAN. That gets to another point that I do
not think I want to dwell on. I think it should be pointed out, if the
statistics I have are correct, that the United States in the aggre-
gate, Federal, State, and local governments, spends more per capita
on education than any nation in the world. That may be subject to
some reexamination. So the issue in part is not just are we spend-
ing enough; the issue really is are we spending it effectively. 1
think most of you have raised questions along those lines today.

I think the chairman really introduced the key question, and
that is, is the educational system responding or not responding to
the needs out in society as a whole? I thought Ms. Futrell made an
excellent response to that in terms of what should be done. My con-
cern really has to do with her comment as well that perhaps educa-
tion is 20 years behind industry. That would, of course, vary, de-
pending on the specific situation that we are addressing.

I would think it would be an almost impossible job of secondary
education to stay currently abreast with the needs of business or
institutions in the workplace within their own communities right
up to a point of turning out a product that was ready for the work-
place. I think part of the issue has to do with the very basic skills
that enable a person to adapt to what we all know is a rapidly
changing world. The business itself is constantly probably running
behind itself in terms of preparing its own people for that change.
So maybe the emphasis upon certain fundamentals that we could.
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I would like to pursue the question. You got a chance to respond
to the chairman’s question with respect to what from the perspec-
tive of what NEA is doing to stay abreast. I would ask Mr. Savoie
and Mr. Braun if they would care to comment.

Do you feel the educational establishment in the communities in
which you operate makes a concerted effort to be responsive to
your needs? Or do you make a concerted effort to try to inform
that community or that school board or that administration or
teachers group as to where you think the shortfalls are and what
needs to be done about it?

Mr. Savoik. I believe that many of our school systems do make a
very concerted effort and a very quality effort to try to assist the
businesses that approach them. But I think first the businesses
usually have to approach the school systems rather than the other
way around.

Also, we as a matter of conviction at Ford have put in a tremen-
dous amount of resources. We built local learning centers at our
plants; we bring the school system into the plants; and the school
does the job.

I think the biggest problem in America, however, is not really
the degree to which the businesses and the schools can work to-
gether when they want to work together, whether at the remedial
level or whether at the college level or at the higher level. I believe
our problem is primarily in the entrance level, the area of the
dropouts, the area of the big cities. We have more of a big city and
social problem than we have a school problem, which gets reflected
in the school problem.

One of the questions seemed to blame the educational institu-
tions. I myself was a teacher at one time. I know many teachers.
There is a great dedication to try to do the job. We as Americans
must understand there is a huge social problem of which the
schools are a part. We must address those problems, helping the
schools rather than simply indicating “the schools are not turning
the right people out. Why aren’t they turning the right people
out?”’

I think you are absolutely correct. It is a question of effective-
ness.

In industry we don’t want to produce scrap anymore; we don’t
want to produce waste. But in the educational system what we are
often doing is paying twice for people to learn. I think as a society
that is a cost that we can no longer bear.

I think the good news is that the institutions do want to work
together. And many of them do. Beyond that we are in a vast inter-
related problem. I think a call to a national commitment at a very
high level to do this, to empower people, to make them want to do
it will give us some progress. I am not sure it will give us the type
of progress we need 1n big cities, but the social problems, the break-
down of the families, the crime and the drugs are also part of this
total problem.

Mr. BraUN. Since we operate, just like Ford, across the country
and around the world, we have had better luck with the school sys-
tems in smaller communities than we have in larger cities. It
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seems like the smaller communities tend to have less bureaucracy
in their school system and it is easier for them to change and work
with industry as contrasted to a city school system, say like in the
Chicago area. I do not think it is an unwillingness; it is just a
matter of bureaucracy as far as how you can do this.

We have a plant at Arcade, NY, which is about 40 miles from
Buffalo. They are very willing to do anything necessary to make
sure their students coming out of high school are better equipped
to work in the plants in and around the Arcade area, and specifi-
cally the Motorola plant.

It seems like the larger school systems are more interested in
getting the students out, than the quality of the student getting
out. It is almost like a progression system, push along whether you
are ready for it or not. I think in the smaller school systems you
have more coaching, guiding and helping the student get along
rather than pushing the student along. It is almost to the point
where when you get out it is your problem and not the system that
allowed you to get out. I think that is where we see a big differ-
ence.

We make every attempt to have our management people like Mr.
Robinson participate on school boards, and we welcome the inter-
face with school systems. But as I say, in larger school systems it
becomes more difficult to make any kind of penetration.

q Ms. FutreLL. You raised two points which I would like to ad-
ress.

You ask who should initiate the effort for business and the
schools to work together. I do not think that we have to wait for
one another to do that. If we decided to do it, hopefully businesses
will be responsive; if they do it, we should be responsive.

Just to give you an example. Within the last 2 months I have
contacted three national—perhaps international—corporations to
work with us, to try to help us on the issue of linkage between the
economy and education. I will not name those three.

One responded very positively: Yes, we will be very happy to sit
down and meet with you and work with you.

The response of another was we are not interested. Yet the
leader of that organization has been very critical of education.

The third corporation has not responded yet.

So we are trying to initiate an opportunity for the education
community and the business community to work together, and that
is the response we have gotten so far. That is not necessarily typi-
cal, but that is just one example.

You talked about not necessarily having to stay abreast of indus-
try in order to prepare young people to succeed in the world of
work and the world of life. I would be in agreement with you that
all young people must master the basics, but I believe we must go
beyond simply teaching young people basics. Obviously we have to
do a better job there, but we must also move into the thinking
skills, analytical skills, et cetera; and how to work together.

Representative McMiLLAN. Excuse me just a minute. I consider
that basic.

Ms. FutreLL. We agree then. We also need to make sure that we
have within our schools the equipment and the supplies necessary
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so that when the children learn they are learning at the most cur-
rent level.

Allow me to give you a couple of examples. I visited a school not
too far from here. I walked into the school and I was talking to the
children. These were the top students in the school. And they start-
ed complaining. I thought they were complaining about the teach-
ers, and they said, very quickly, oh, no, we are not complaining
about the teachers. The teachers are trying to do a good job. Our
concern is we are in the advanced placement program in the
school. We are supposed to learn chemistry and physics, and yet we
do not have any equipment. We will be expected to go to college
and compete with young people who have had laboratories where
they can experiment. All we have had is a textbook, and the text-
book is at least 10 or 15 years old.

I go into schools where technology is in use. If it is an affluent
school district the technology is used for enrichment purposes. If it
is an inner city or a poor school district it is used primarily for re-
mediation. At the same time we know that we have children
coming into the schools who have access to technology in their
homes. They are extremely knowledgeable about how to use it,
they understand it, and they are working in a school where some
kids have never seen it, and they were working with teachers who
have not had the training.

So I think that we need to have the state of the art equipment;
we need to have those up-to-date textbooks; we need to have all of
the things that will help us help young people get the best educa-
tion possible.

Representative McMiLLAN. Do I have time for one more quick
question?

Representative HAWKINS. Sure.

Representative McMILLAN. There are two representatives here
from industry. Both of you are—maybe I should not use this
phrase—“multinational corporations”; you operate worldwide. I
think that increasingly is what we are faced with. It's the pattern
of the future.

Do you find the situation in other countries in which you operate
decidedly different? Is the United States worse in terms of what it
is turning out as the general sample of the candidates for employ-
ment that are coming out of their school systems?

Mr. Braun. I will start off on that one. We do operate around
the world and we do see quite a diversification of the level of skills
coming into the work force. In the Far East, Japan for example,
the students coming into the work force are more highly educated
for the industrial environment than the equivalent coming out of a
U.S. school.

We operate in Korea. The Koreans tend to place more emphasis
on some of the basics as far as students getting out of their second-
ary schools than what we would find in the United States.

However, there are some excellent examples in the United States
w.\_wm.nﬂ some of the secondary school systems are doing a very credi-

e job.

So it is not universal. It is not an indictment on the school
system in general. Specifically, I think we have some serious prob-
lems in our larger school systems:-
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Representative McMILLAN. Do you operate in Western Europe?

Mr. BRAUN. Yes. We find that their school system tends to be
one that trains employees coming into the work force to a high
degree, preparing them for an industrial work assignment.

Representative McMiLLAN. Well, their secondary school system
has forced the child into a choice at a very early age as to whether
they are going to pursue a technical job oriented education pro-
gram or a general strong basic program. Do you have a different
perception of that?

Mr. Savoik. No. I think one of the things that has occurred is
that there is a change in the nature of work that really has not
been caught up in the school systems. I think Ms. Futrell is correct
in saying that many of the teachers are teaching things that they
learned 20 or 25 years ago. You still teach economics 101 the way
you learned it, and the world has changed. Even in the most simple
forms of work configuration and the machine systems and the
plants that have changed.

In Germany they probably do a better job in the basic school sys-
tems and in their remediation because they have programs, where
throughout a lifetime there is a form of education. We are in a
form of lifelong learning which is absolutely critical.

I would say in England that perhaps their system is beginning to
see many of the difficulties that we are, due in many cases in their
big cities to a large number of unemployed, a large number of
dropouts, people coming into the systems who are not being inte-
grated. We see that England is wrestling with very much the same
type of problem despite the fact that young people are supposed to
make an early choice. The early choice is now in many cases not to
get to school or to get out of the social system much earlier.

Interestingly, in some of the developing countries, even in South
America and Mexico, we have never had a problem in attracting
people to our plants who are not trainable. That is an interesting
phenomenon. That may well be simply because work opportunities
are so much fewer that the crop that comes in is willing to be
trained as opposed to a general situation. I am not sure that is gen-
eralizable.

I think there is one other thing of interest that we are doing. We
are trying to get the best out of our global capacities, including
educational systems. We have set up a worldwide engineering re-
lease system in which we have combined the engineering systems
of seven countries and seven cultures. It took 3 years to do that. A
tremendous project, probably bigger even than what the military
has undertaken, where we now through satellities and computer
based training have trained 40,000 engineering-related people.

I bring that up because that is going to be the thing of the
future, even in the service occupations. Accounting will be able to
be done in Taiwan. I read someplace where credit cards are being
processed in other countries. So we as Americans have to race
much faster and much farther than we are aware of. :

Representative HAwkins. If the gentleman would yield. There is
a danger, it seems to me, however, in comparing centralized educa-
tional systems with a decentralized system in this country. Are we
willing to give up some of the decentralization? Are we willing to
strengthen the Department of Education to assume a much strong-
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er leadership role? If we want to answer that question, then maybe
we can begin to compare what is happening in other countries with
what is happening here.

I just simply wanted to throw that out as a matter of caution.
Because that is precisely what we are doing. Trying to abolish the
Department of Education, as we seem hellbent on doing, will obvi-
ously increase the problems that we are now discussing.

Mr. Savoik. I think you bring up a very good point that we as a
society have to debate and have to consider. It could very well be
that what we mean by the restructuring of the American educa-
tional systems involves exactly what is the role of the local schools,
what are their interrelationships, where do we get the expertise in
a new information society. Can we afford as a society to let it all be
purely local?

I don’t know what the answers are, but you raise a very fair
question.

Representative HAwkins. I am not suggesting the answer. That
is why we have these expert witnesses.

Ms. FuTtreLL. It is a good question to ask, because a lot of people
are of the impression that we are the only ones suffering problems.
As I said, we just had a conference this weekend. We had repre-
sentatives from Scotland, from Japan, from Zimbabwe, from
Sweden. They are all suffering problems and they are all trying to
change the school system.

I think the point that the chairman makes is a very good one.
We are comparing a highly decentralized system with systems
which are highly centralized. However, I think that if you look at
some of the trends which we have been following over the last sev-
eral years, we are probably moving closer to a national system
than I ever thought we would get. People are not really talking
about the national curriculum, the national standards, but I think
S% are moving closer to that than a lot of people would like to
admit.

Representative McMILLAN. In conclusion, I would like to lean a
little bit on Mr. Braun’s comment. There is a possibility that you
can overstructure. He made the point that perhaps the most re-
sponsive systems tend to be the smaller ones, that are less bur-
dened with overhead, so to speak. I think that is something we
need to keep in mind, that we don’t impose more overhead without
really getting to the bottom of the problem. Thank you very much.

Representative HAwkINs. Congressman Fish.

Representative FisH. Thank you, Mr. Chairman. Ms. Futrell, we
have met before in the Joint Economic Committee hearings, recent-
ly a series of them on education in the work force chaired by Con-
gressman James Scheuer from my State of New York. I want to
say at the outset that I agree completely with your statements on
the importance of public education.

I would like to attempt very briefly to state my understanding of
the thrust of your remarks and have you just indicate whether I
am right or not.

Your statistics on the failure of the educational system are very
upsetting. This is from your prepared statement. I gather that 30
percent of the educationally disadvantaged are the same as the
bottom one-third you describe as unprepared for education. You list
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a myraid of reasons for this that really relate to poverty, to a lack
of family structure and to health needs, which I would characterize
as nonschool responsibilities. Your prescription is early and sus-
tained intervention and child care.

Is that a correct statement or summary? On the next page of
your prepared statement, after giving us this story, you say that
the number of children in need of special assistance is projected to
increase dramatically in the next few decades.

Ms. FUTRELL. Yes.

Representative FisH. Can you tell me why? Is there no hope for
reversing this trend? What are the forces that are requiring this to
get worse?

Ms. FurreLL. The demographics projected for the year 2000 and
beyond indicate to us that the number of children at risk will in-
crease dramatically. Generally when we describe children at risk
we are talking about minority children, children who are poor,
children who have linguistic problems, social problems, et cetera.

Right now the minority student enrollment is probably at about
18 percent. That is projected to increase to 35 percent. The number
of children living in poverty in the 1980’s is around 30 or maybe 35
percent. It is projected that by the turn of the century unless
things change over 50 percent of the children of school age coming
into the schools will be children living in poverty.

We are projecting that by the turn of the century, by the time
that child reaches 18, 90 percent will have lived in a single parent
household at some time or another.

We are looking at the fact that we will receive more children
from other countries who do not speak English as a first language;
as well as looking at the fact, as Ms. Barrett stated, of employment
of women and the low salaries which women are receiving, the
feminization of poverty, meaning that again more children will be
living in poverty.

So as we talk about divorce, we talk about poverty, minorities,
those who do not speak English as a first language, we can talk
about the teenage mothers. One of the things that we are very con-
cerned about is that as we have more teenagers having babies the
parenting skills are not there. As those parenting skills falter or
cease to exist, the young people coming into the schools do not
have the support system which they need in order to be successful
in school because they are being raised by children. You have chil-
dren coming into the first grade or second grade, and many times
the mothers are 17 or 18 or 19 years old. So they are themselves
being raised by children.

We look at the numbers dropping out, or on the verge of drop-
ping out. Those numbers are going to increase unless we do some-
thing about the problem, the increased drug problems we are
having, the alcohol problems.

The schools are receiving higher and higher numbers of these
young people. I believe very strongly that the only way we are
going to turn the situation around is for the families and the com-
munities to work very closely with the schools.

When 1 say families, I think I should define families as not
simply being a mother and a father, but the people who are related
to those children, the people in those neighborhoods working to
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help us catch those young children at a very early age to try to
provide them with a better source of support.

That is why we are supporting the early childhood education pro-
grams, and day care programs. We advocate more programs re-
garding parental involvement, understanding full well that we only
have about 25 percent of the parents who are involved in the
schools; 75 percent are not.

The position we are taking is that we cannot allow that to be an
excuse. Whether the parents are involved or not, we must do a
better job of educating these young people and “rescuing” them. It
is going to take a concerted effort on the part of local communities;
States, and the National Government to help us reverse the trend,
or at least help us create more policies which will help young
people.

I know that is a very bleak picture. It is not indicative of all the
children, but a growing number of the children.

Representative FisH. I did not take it as bleak at all. If I under-
stood you correctly, the demographics that are the basis of the
statement I asked you to elaborate on, the projected increase in
children at risk, was based on a fairly static situation of projecting
what is going on today. If I understood your response correctly, this
can be turned around.

Ms. FuTreLL. I believe it can.

Representative FisH. Through sustained and early intervention,
working together, families and school officials; that this is not
something preordained; that it can be reversed with appropriate
policies on the part of government as well.

Ms. FutreLL. I think through appropriate policies, changes in at-
titudes, a strong message to the American people that we have a
responsibility to try to do more for the young people we can turn
the situation around. We have borrowed from our children and we
must give back to them, but we must give to them in a much more
wholesome way than we do now.

It is the responsibility of all of us as adults to reach out and help
these young people.

If Mr. Savoie and Mr. Braun think things are bad now, unless we
intervene things will be much worse in the future.

Representative FisH. If I can change the subject to the curricu-
lum, I just want to explore some of your thinking on this.

On the first page of your prepared statement, you say education
institutions must place the greatest emphasis on basic literacy and
numeracy, which to me means reading, writing, and arithmetic;
critical thinking skills, which is gained from the study of literature
and science and math; and the education of discovery, which, of
course, I guess is the essential ingredient of all education.

However, further on, in your prepared statement, you are some-
what critical of the type of education I enjoyed. At the bottom of
the page you refer to choices that drag them, the students, indiffer-
ently through a limited scope of purely western, purely classical
texts.

I think I know what you are talking about. You can have some
students who are not going to go on to higher education and so
forth. Yet what concerns me there is that I think the education
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that you are critical of there is the education that does lead to
thinking people.

Second, it is the literature and the history of the values that we
have as a nation. I think that is awfully important. While I under-
stand that some people who are not going to pursue beyond second-
ary education need courses that are going to help them get right
into the work force, I would really hope as we progress and do
better that you will find more and more who will be taking some
Emrm.w education, more than are today. I wonder if you have a com-
ment?

Ms. FurreLL. I will be very happy to respond. I think that the
definition we use regarding the basics has to be expanded to in-
clude more than reading, writing, and arithmetic. I, for one, believe
very strongly we should teach computer literacy in the early
grades. I think we should teach foreign languages; we should place
more emphasis on the arts and music in the early grades; give our
young people, especially grades K (kindergarten) through eight, a
much stronger foundation so that when they move into the junior
and senior high schools they can be much more successful in their
academic pursuits. Not just some children, but all children.

I often use myself as an example. I think you know a little bit
about my background. I am very grateful that the schools I attend-
ed did not say to me, “because you are a poor minority you should
get this kind of education,” but that all of us were given a very
broad and a very strong liberal arts or general background so that
as we moved through high school and through college we were able
to succeed.

I don’t mean to disparage the Western classical texts, because
they were very important in my education, just as you say they
were in yours. But what we have to do is look at how we make
those studies more relevant to what we are experiencing today.
How do we expand those studies to teach more about the pluralis-
tic society in which we live, teach more about women, about His-
panics, about blacks, about the first Americans, along with the
Western texts which are used, and relate what we are teaching
from a historical point to what we are addressing today as well as
what we will address in the future. A

If you look at Socrates, many of the things which occurred
during his lifetime are very relevant to what we are experiencing
in current politics and current history. We can show the relation-
ship. Many of the ideas are not new.

That is what I am trying to say. When we talk about dragging
them through we make it appear as though these are the only
things we should be teaching and we have to teach it in the same
way. Why not relate it to what is happening today and what might
happen in the future, and why not expand it to more accurately
reflect what our society looks like today?

So it would be broadening the curriculum rather than narrowing
the curriculum, but making it more rigorous and making it more
relevant.

Representative FisH. I thank you very much for that statement.
All T kept thinking of as I listened to you is that you might have to
rethink your position on lengthening the day in school with all
that we are adding on.
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Ms. FuTreLL. We are in the process of rethinking all of that.

Representative FisH. Mr. Braun, I have been discussing here
with Ms. Futrell that disadvantaged group, that bottom one-third
of our student body. I would like to direct a couple of questions to
you.

One reason that has been cited for literacy problems in the work
‘force is the poverty among school children. This, of course, is a seri-
ous problem we have just been discussing.

My question to you is, are you as a businessman finding that
middle class youngsters are coming out of school and seeking em-
vmmﬁma opportunities with you, who are also deficient in basic
skills?

Mr. BrauN. Yes. I do not think it is just limited to the under-
privileged work force. For example, this cite in the text of our pre-
pared statement, talking about the Arlington Heights, IL, factory.
We decided that we had to do something fundamentally different
to compete against global competition. We found that the work
force that we normally had been using, which was very narrow in
skill, we are asking them now to take on a broader roll in the as-
sembly process. We found that they were deficient in some of the
basics, in mathematics, the comprehension to be able to read writ-
ten instructions and be able then to articulate in a team environ-
ment to help out improving on the process.

So it is not limited to the people that maybe are considered to be
minorities. I think we have a generic problem with the people
coming out of school today and who have been coming out of the
school for the last 5 to 10 years.

Representative FisH. Thank you. You talked about the efforts in
retraining your work force. I think we all understand now that this
is going to be a constant issue before industry for the next several
decades.

What proportion of your efforts is devoted to updating an em-
ployee’s specific job skills and what proportion is devoted to. teach-
ing basic things, like math and reading comprehension?

Mr. Braun. That will tend to vary by plant location, depending
on the level of people’s skills. But on a corporate level, I would say
right now that we are looking at 60 percent of the dollars that we
spend are really on remedial type of training to get people skilled
to where they can now accept the higher level of education neces-
sary to be competitive in today’s work force.

I think the issue of being computer literate is a real issue. In the
factories of the year 2000 the information flow will be via computer
terminals. There will be very few opportunities to have paper flow
in an operation. Your information will be on a computer terminal
and via computers, and you will have to be able to communicate
your messages into the system via the terminal.

Right now we have got a lot of catching up to do to prepare us
even to be operating in the factories of today let alone talking
about factories of the future.

Representative Fisa. With the chairman’s indulgence, I will ask
one more question.

Representative HAWKINS. Go ahead.

Representative Fisn. Thank you. Ms. Futrell, if we could return
to you. In your prepared statement, you talk about the accountabil-
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ity issue and the importance of accountability to ensure effective
teaching methods. However, you say that you do not think that ac-
countability equates with a pencil and paper test. How should we
measure the performance of teachers and the performance of
schools?

Ms. FuTreLL. First of all, as a teacher I believe that paper and
pencil tests have a role to play in education. I have used them
throughout my career. But that is not the only way to assess
whether or not students are measuring up.

When I assigned grades, I also included things like completion of
homework, class participation. Were students able to articulate re-
sponses or participate in the discussions which were taking place in
the classroom?

So there were many different ways of assessing whether or not
children were actually learning. I believe that a variety of strate-
gies not only helped me do a better job of assessing, but also gave
me deeper insight regarding whether the children had really
learned or had mastered what was being taught in the classroom.

I believe there is no paper or pencil tests which will assess
whether or not teachers can actually teach. The assessment of the
competency of skills should be determined before the teacher grad-
uates from college, before he or she is certified. That is when you
determine competency as it relates to are you literate, do you know
your subject matter, do you understand the pedagogical skills?

Once the teacher enters the classroom, we believe very strongly
that the best way to assess whether or not that teacher is perform-
ing at the level expected by the school district is through onsite
evaluations.

That means you must have trained evaluators; a clearly defined
evaluation system; programs to provide assistance for teachers who
need help. After you have gone through that process, if you find
that there are teachers who are not measuring up, and you have
tried to help them and they either cannot improve or they will not,
then you begin dismissal procedures, yet protecting the due process
rights of those teachers.

The best way to determine whether or not teachers are measur-
ing up is to go into the classroom and to spend some time. Not 10
minutes, not 15 minutes, but at least an hour or a half a day. You
watch the way that teacher relates to the students. Is the teacher
prepared? Does he or she know the subject matter? How is the
classroom organized? You can assess those traits only if you are ac-
tually in the classroom.

Representative FisH. Thank you very much.

Ms. FuTreLL. You are welcome.

Representative FisH. Thank you, Mr. Chairman.

Representative HAwkiNs. Ms. Barrett, in order that we not over-
look women and the role that they can play, let me ask you this.
We have talked about the cost of education. You spoke to the ques-
tion of women and welfare reform and also child care.

Would you conclude that if we were able to get more women on

" welfare with children into the labor force and make a productive
citizen out of them, that this would return a substantial amount to
the economy that we are now wasting on welfare and retarding the
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entrance of women into the labor force, as we sometimes seem to
be doing?

Ms. BARRETT. Yes, Mr. Chairman. I found it quite interesting to
hear the various education experts talk about the fact that many of
the problems that they face seem to be rooted in what they refer to
as other societal problems. It seems to me that the problem is not
so much that women’s roles have changed, but rather that our
labor market institutions and some of our laws and social support
systems have not quite come to grips with that. One result has
been a growth of female headed households and a labor market sit-
uation that really is not conducive to success for these people.

So the children are confused regarding what are appropriate role
models. And families, because women who head them are not able
to find jobs that pay enough to bring them out of poverty, and
really do not have any other good alternatives. Full-time home-
making and even the welfare system is not a good alternative.

We find ourselves in a situation in which families lack both eco-
nomic resources, which are terribly important, and the sociological
cement that they need to have to be able to deal with economic
deprivation.

I have said in many other settings that the problem of poverty in
female headed families has a racial context in that the probability
that a minority child will be born into a female headed family is so
much greater than a white child. Thus, you are starting these chil-
dren out at a very, very early age with different degrees of depriva-
tion. That racial poverty gap is growing. Yet we try to remediate
this problem in school systems after, and I do not want to say all
the damage has been done, but after a great deal of the damage
has been done.

As I say, it is not only the economic situation but that sort of
sociological glue that is not there anymore. I really believe very
strongly that some of these issues that I raised regarding a nation-
al commitment to equal or at least to better economic opportunities
for women simply has to be put on the front burner. We cannot
deal with this on a case-by-case basis with litigation through the
court systems.

I urge you very much as you are having these hearings to be able
to see that so much of this is coming together with perhaps a single
rather large policy agenda relating to this problem.

Representative HAwkins. Thank you, Ms. Barrett.

Again, may I thank the witnesses. You have certainly advanced
these hearings quite substantially and we are deeply appreciative.
To use a little slang, I think you have made our day. We certainly
appreciate it. Thank you.

[Whereupon, at 11:35 a.m., the subcommittee recessed, to recon-
vene at 9:30 a.m., Monday, April 18, 1988.]

[The following information was subsequently supplied for the
record:]
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STATEMENT OF
THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
SUBMITTED TO THE
'JOINT ECONOMIC COMMITTEE
SUBCOMMITTEE ON INVESTMENT, JOBS, AND PRICES
ON
EMPLOYMENT IN THE YEAR 2000: A CANDID LOOK AT OUR FUTURE

APRIL 21, 1988

AGC 1S:

o MORE THAN 32,500 PIRMS INCLUDING 8,000 OF AMBRICA'S LEADING
GENERAL CONTRACTINRG FIRMS RESPONSIBLE FPOR THE EMPLOYMENT OF
3,500,000-PLUS EMPLOYEES;

(o) 104 CHAPTERS NATIONWIDE;

(4] MORE THAR 80% OF AMERICA'S CONTRACT CONSTRUCTION OF
COMMERCIAL BUILDINGS, HIGHWAYS, INDUSTRIAL AND MUNICIPAL-
OTILITIES PACILITIES.
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The following comments reflect AGC's concerns on the
predicted shortages of gqualified individuals available to the

construction industry in the future.

BACKGROUND

A recent study by the U.S. Department of Labor projecting
economic growth trends to the year 2000 has concluded that
construction szHAnm:x third among industries in generating new
wage and salary jobs. New and repair construction will create
890,000 new jobs between 1986 and 2000, with only the restaurant
and health care industries generating more new employment. As
many as 1,713,000 jobs could be created in construction if the

industry's growth is faster than expected.

These economic growth projections use the Wharton Long-Term
Model of the U.S. Economy to project manpower needs by the year
2000. The model projects economic growth by industry for three

scenarios: low, moderate, and high.

In 1986, 4,904,000 wage and salary workers were employed in
construction. By the year 2000, 5,643,000 workers will be :mmmmm
in the low growth scenario (an increase of 739,000), 5,794,000
will be employed in the moderate growth scenario (an increase of
890,000), and 6,077,000 will be employed in the high growth

scenario (an increase of 1,173,000).
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In the moderate growth scenario, the real value of new and
maintenance construction is projected to grow by 1.4 percent a
year between 1986 and 2000, slightly faster than historiecal
trends. Nonresidential construction is expected to be one of the
faster growing sectors, with an average annual growth rate of two

percent from 1986 to 2000.

The fastest growing needs are seen for drywall installers
and finishers, with a 30 percent growth in jobs forecast under
high growth, and 24 percent if growth is moderate. Insulation
workers, concrete and terrazzo finishers, and structural and
reinforcing metal workers are also trades which will have the

fastest growing manpower needs.

In actual jobs, employment for carpenters is expected to
grow the most--an increase of 182,000 jobs in the moderate case.
The construction industry will need 89,000 electricians by the
year 2000, more than offsetting the expected decline in jobs for

electricians in manufacturing industries.

The construction industry has contributed significantly to
the continuation of the current economic recovery and the
creation of new jobs. From the fourth quarter of 1986 to the
second quarter of 1987, 66,000 new jobs (all trades) were

generated in the construction industry. Continued growth, and
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the ability of the construction industry to meet the forecasted
demand for new construction, will depend on the availability of

skilled labor to fill these new jobs.

Increased demand for construction industry manpower is only
part of the problem. The other future concern involves the
composition of the available work force. In the 1990's we will
see fewer young people ages 16-24 in the job market because there

will be fewer of them, with most attracted to white collar jobs.

In 1950, 32% of the total labor force was female, while that
percentage increased to 47% in 1985. In 1990, we will see that
approximately 50% of the HmUon.monnm will be female. By 1995,
the black labor force will grow almost twice as fast as the white

labor force.

The foregoing trends are complicated by the continuing
threat of basic skill deficiencies in reading, writing, basic

math and language, which are evident in today's workforce.

AGC believes that the future supply of skilled workers
available to the construction industry will be inadequate unless
specific steps are taken to correct those factors which can be
influenced.

AGC'S APPROACH

In the past, meeting skilled manpower needs in the
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construction industry was a function of joint apprenticeship and
training systems. AGC participates on the National Joint
Apprenticeship and Training Committees for bricklayers,
carpenters, cement masons, and operating engineers, and on
counterpart committees at the local level. Those Yational
Training committees establish training standards and recommend
development of .training materials for use by local joint

apprenticeship and training programs.

AGC representatives also serve as trustees on two national
joint training funds, the National Joint Trust Fund to Promote
Training in the Cement Masonry, Asphalt, and Composition Trade,
and the Laborers-AGC. Laborers-AGC is extremely active, with 66
local funds currently participating in the national program.

AGC is also represented on the Federal Committee on
Apprenticeship, which advises the Secretary of Labor on

apprenticeship and training policy.

Joint apprenticeship still has a major role to play.
However, the tremendous growth in open shop construction,
changing manpower availability, and demographics, have required
AGC to implement and consider several other training

alternatives.

AGC has recognized and acted on the need to increase open
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shop craft training. In 1981, AGC obtained Bureau of
Apprenticeship and enstm:m recognition for the "AGC Model for
Unilateral Trainee Program Standards." The model provides a
necessary vehicle for open shop contractors and chapters that
need to register their training programs for use on federal- and
state-funded projects. AGC is also seeking Department of Labor
establishment of equal treatment for registration of competency-

based unilateral training programs.

In addition, AGC has recently issued a publication entitled
"Open Shop Training--How to Establish and Administer an Open Shop
Training Program." This publication represents the most
comprehensive open shop training manual available in the
construction industry. The publication, together with the
recently published "AGC Guide to Worker Registry Systems,®
establishes a foundation for effective training and recruitment

of workers in the open shop sector.

There are currently 68 individual open shop craft programs

being operated by 24 AGC chapters.
The most timely focus of AGC's training efforts has been the
recognition that vocational education can play a major role in

the development of skilled labor for the construction industry.

Vocational education had been largely overlooked as a
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construction industry training resource. Contractors were
unaware of and unconcerned about the content of instruction in
their local schools and assumed that they had little to gain by
investing other than their tax dollars in the local high school
or community college. School administrators and instructors were
equally reluctant to risk having their authority reduced by the
industries for whom they were preparing their students.
Gradually w:mcmnnw and education are realizing that the benefits
of each system can be effectively coordinated to their mutual
benefit.

AGC AND VOCATIONAL EDUCATION 1970°S AND 1980°'S

In The Unfinished Agenda, a 1984 examination of our

vocational education system, the National noaammmwo: on Secondary
Vocational Education concluded:

"We make two straightforward recommendations about

expanding the critical role of business, labor, and the

community in vocational education.

o Schools must involve business, labor and the
community in such vital areas as teacher
development, curriculum update and evaluation,

career education, and student employability.
. [} Business and labor must seek out opportunities to

work with schools to improve what goes on in the

classroom.”

86-034 0 - 88 - 9
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In 1973, AGC's Manpower and Training Committee saw
vocational education as a possible source of manpower for the
construction industry. A major problem at that time was the lack
of quality training materials that reflected AGC's modular,
competency-based philosophy of craft training. AGC began to
address this problem in 1974 when the original Commercial
Carpentry Curriculum was published jointly by ASC and the
Curriculum and Instructional Materials Center (CIMC) of the
Oklahoma State Department of Vocational and Technical Education.
Since then AGC and CIMC have produced Bricklaying, Cement
Masonry, Construction Craftsman, Millwright, Heavy Equipment
Operator, Heavy Equipment Mechanic, Industrial Mechanical

Maintenance, and Introduction to Construction curricula.

The AGC/CIMC material is unique in the construction
w:mrmnuw. It incorporates the proven learning advantages of a
modular, competency-based system. The material also benefits
from contractor involvement in the actual curriculum development

process.

This curriculum development partnership helped to break down
many of the barriers that had traditionally mmvmnmnmm education
and the construction industry. These competency-based
instructional systems have become the accepted standard for
training materials within vocational education and widely

utilized in industry training programs. As an outgrowth of the
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highly successful curriculum development collaboration, AGC's
interest in vocational education expanded, as did education's
interest in the association. This led to the establishment of
the AGC/State Directors of Vocational Education Joint Committee.

The committee developed a plan to refocus the direction of
vocational education programs in construction craft training

areas.

A primary objective of the joint committee was the
development of a program to give construction industry
recognition to craft training programs that meet training

standards established by AfGC. AGC's Vocational Education

Recognition Program provides a method by which AGC chapters can

communicate training needs to local vocational programs, and
recognize programs that are responsive to those needs. Built
into the program is a vehicle to help vocational programs
overcome training deficiencies so that, with industry support,
they may work toward attainment of recognition. Students
graduating from recognized programs receive verification cards

and the programs are awarded recognition plaques.

AGC annually selects an outstanding vocational education
instructor, who receives a financial award and is a guest at the
association's convention. This AGC Award Program encourages
instructors to upgrade their skills and develop working

relationships with local AGC contractors in order to ensure
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program guality.

AGC VOCATIONAL EDUCATION - 1990°'S

- The by-products of AGC-vocational education cooperation are
just becoming visible. Several states have adopted AGC curricula
as their standard and contractors are beginning to see better
trained workers applying for jobs., Community colleges and area
vocational centers are communicating with their local AGC
chapters; in many cases, vocational and industry programs are
being coordinated and jointly developed in order to make craft
training programs more responsive to the needs of the constantly
changing construction industry. Other AGC innovative efforts

include:

New Training Technology. Production of an experimental videotape
for form carpentry is being completed and AGC is considering
plans to expand the use of videotape for journeyman upgrading and

on-site inspection.

Competency Testing. AGC is participating in the development of
the Oklahoma State Department of Vocational and Technical
Education Competency Testing System. Competency tests for
residential and commercial carpentry have been developed and are
being reviewed and validated. Development of tests for each
construction craft, as the Oklahoma Competency Testing System is

expanded and refined, is planned.
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Validated competency testing can help maximize the
efficiency of a competency-based training system, and enhance

training transportability and linkages between programs.

MEETING THE CHALLENGE
The AGC strategy, which incorporates curriculum development,
vocational education; and joint m:m.::wwmnmnmw training is the
most noavnm:m:mw<m approach to meeting skilled manpower needs

available to the construction industry.

AGC is proud of its involvements in industry programs,
vocational education, and linkages between the two. They are all
moving in the same positive direction through the utilization of
competency-based training and industry established standards. 1In
contrast to our progress in these areas, AGC members are
apprehensive about the anticipated problems relating to
demographics, basic skill deficiencies, and overall shortages in
the availability of an adequate number of individuals. Solutions
to these problems must involve establishment of responsible

public policy.

AGC has undertaken these programs in the belief that
industry should have a commitment to train its workforce with the
academic preparation of our nation's young people being the
responsibility of the schools. The construction industry is

utilizing every available opportunity to assist the educational
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community in implementing industry standards. However, the
industry can only accept acmummwmm candidates into industry
training programs, meaning those individuals who possess the
academic skills to become successful members of the workforce.
Absent the basic math, language and comprehension skills
necessary to understand and transmit directions and safety
procedures, there is little likelihood that individuals will
become successful in the workplace, regardless of the specific

industry.

If projected demographics are correct, American industry
cannot afford to lose a single future worker due to circumstances
that are avoidable today. Candidates for construction industry
training programs must be delivered in full possession of
critical basic academic skills to ensure success in the workplace

and society.

Beyond the question of basic qualifications are career
considerations which need to be addressed. There needs to be a
more practical approach to career exploration in public
education. Students in general and women in particular need to
receive the message that many of the best career opportunities

are in non-traditional occupations such as construction.

AGC fully intends to expand its already considerable efforts

in this area. However, the educational community needs to modify
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its programs to address strong societal barriers to career

exploration in non-traditional areas, particularly among fenales.

AGC appreciates the opportunity to contribute to the
discussion of this very important issue and welcomes the
opportunity to participate in any further activities in this

area.



EMPLOYMENT IN THE YEAR 2000: A CANDID
LOOK AT OUR FUTURE

MONDAY, APRIL 18, 1988

CONGRESS OF THE UNITED STATES,
SUBCOMMITTEE ON INVESTMENT, JOBS, AND PRICES
oF THE JOINT EcoNnoMIic COMMITTEE,
Washington, DC.

The subcommittee met, pursuant to recess, at 9:35 a.m., in room
2175, Rayburn House Office Building, Hon. Augustus F. Hawkins
(chairman of the subcommittee) presiding.

Present: Representative Hawkins.

Also present: William Harrison, professional staff member.

OPENING STATEMENT OF REPRESENTATIVE HAWKINS,
CHAIRMAN

Representative HawkiNs. The Subcommittee on Investment,
,Ho%mv and Prices of the Joint Economic Committee will come to
order.

This is the third in a series of hearings on the topic of employ-
ment in the year 2000. This morning we would ask the panel to
focus on the strengths and shortcomings of current education, em-
ployment, and training policy.

I think it is clear, obviously, that between now and the end of
the century new technology, international competition, changes in
consumer tastes, and demographic shifts will cause some basic mis-
matches in training, workplace needs, and the workplace capabili-
ties.

Our society cannot afford large segments of the population to be
chronically unemployed or that there is no hope for the future. We
cannot tolerate huge numbers of these workers to be unemployed
or underemployed for long periods of time.

Moreover, we cannot ignore the needs of public and private insti-
tutions to assure national capability for providing our workplace
with new skills.

This morning we are very pleased to have a number of distin-
guished witnesses who have agreed to testify before this subcom-
mittee.

We have asked the witnesses to give us their prepared state-
ments and, during the testimony, to summarize from the state-
ments so as to leave time for questioning.

I would ask that the witnesses in the order in which we call their
names will be seated at the table, beginning with Hon. Donald M.
Fraser, mayor of Minneapolis, MN; Mr. Ronald Mincy, visiting

(259)
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scholar of the Urban Institute; Ms. Mildred D. Henry, associate
professor, School of Education, Cal State University at San Bernar-
dino, and president of Provisional Educational Services, Inc.; Mr.
Raul Yzaguirre, president, National Council of La Raza; and Mr.
John T. Denning, president of the American Association of Retired
Persons.

May I welcome the witnesses with that short introduction. I
would like to single out a very distinguished former colleague, Hon.
Donald M. Fraser, for appearing before the subcommittee. We had
some misgiving, Donald, about your leaving us. We certainly could
use you these days. But it is a delight to welcome you back. With
that brief personal reference, we will begin the hearing this morn-
ing with your testimony.

STATEMENT OF HON. DONALD M. FRASER, MAYOR, CITY OF
MINNEAPOLIS, MN

Mr. Frasgr. Thank you very much, Mr. Chairman. I welcome the
opportunity to appear in the House on a subject as important as
this. The subject of human resource development is my top priority
as mayor of my city.

Mr. Chairman, my statement is fairly brief. I am going to try to
get through in 10 minutes. I have some attachments which I hope
will be a part of the record.

Minneapolis, is a city of 360,000 and with St. Paul, is at the
center of a metropolitan region of 2 million. Our economy has been
good. We have a diversity of enterprises, and our unemployment
rate varies from 4 to 5 percent.

We have spent a lot of time working on unemployment in our
city. For us the problem is not a lack of job opportunities. The
problem is one of employability. We begin by focusing on the prob-
lem of the adult hard-to-employ and have gradually worked our
way down the age scale until now our first priority centers on the
first few years of life. We have concluded that there must be a con-
tinuum of support for youth in order to produce productive adults.
I have attached a drawing which depicts the continuum.

We have not appreciated the consequences of the changing
nature of our economy, the changing roles of women, and the
changing structure of families as they have impacted upon chil-
dren. The problem for too many of our citizens begins with the
family at a very early age, and efforts to help later on confront the
consequences of those early years.

For too many of our children the resulting deprivation has
meant a poverty of nurturing as well as poverty in the household.
The continued emphasis on economic poverty as the cause of these
problems has obscured the reality that too often the poverty is the
outcome of families which function poorly and which give the child
too little of the support which the child will need to become a suc-
cessful adult.

That an increasing number of kids are not growing up okay in
our cities is reflected in the crime rates, drug use, school dropout,
teen pregnancies and teen parents, and chronic unemployment or
underemployment. It is reflected in the growing numbers of single-
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parent families and the growth in poverty and then the impact of
that poverty upon neighborhoods and the public treasury.

In two of our neighborhoods, for every three children born, two
are out of wedlock. Roughly half of the applicants for welfare as-
sistance this month in Hennepin County—with Minneapolis being
a third of the county—will be occasioned by the birth of a child out
of wedlock.

Our health department estimates that between 20 and 30 percent
of the 6,500 kids born each year in Minneapolis are at risk the day
they are born, at risk because their parent is a teenager who lacks
parenting skills, at risk because the family is into drugs, at risk be-
cause the mother had inadequate prenatal care, at risk because the
mother is socially isolated or hopeless and depressed, and so on.
That is about 1,500 kids a year, many of whom will be candidates
for failure by the time they arrive at school at age 5.

At the city level we have to deal with kids not growing up okay,
so we add to the police force, the schools add programs, the welfare
department adds case workers, and so on. So, as city officials, we
have a strong interest in what is happening.

The Minneapolis Youth Coordinating Board is involved in setting .
some long-term planning goals for this community as it relates -to-
children. In the preliminary report of this planning they are rec-
ommending that every eligible child go through a Head Start pro-
gram. As everyone here knows, researchers who have tracked these
kids tell us that the value of Head Start can be measured by sig-
nificantly better outcomes for these kids. They are roughly half as
likely to get pregnant, drop out, or get into crime compared to at-
risk kids who had no Head Start program.

This makes sense if the results are as dramatic as the research
indicates. Probably at least 40 percent of the children in our city
would be eligible, or about 2,600 kids a year. Our current Head
Start program, which operates for all of Hennepin County, is serv-
ing about a fifth of the number who need to be served in Minne-
apolis. The cost of serving another 2,200 Minneapolis children
would run about $6.5 million a year.

Our problems are getting more difficult to handle each year. We
are making 60 percent more felony arrests today than 8 years ago.
That is about 3,000 more arrests each year. The amount of drug
traffic into the neighborhoods is another indication of more trou--
ble. We now need a new jail, which will have an annual cost over
the next 20 years roughly equal to the cost of Head Start for every
eligible Minneapolis child.

This money for a new jail is characteristic of the efforts to cope
with these growing problems. We aim at ameliorating outcomes;
yet, far too little is going into prevention. What is encouraging is
that more attention is now being given in our city to prevention.
The United Way in Minneapolis is moving in that direction, and
has formed a committee called Success By Six to look at the bar-
riers to adequate provision of early childhood programs.

I want to share with you two major initiatives which we believe
will have more to do with later employability than other steps we
can take. I have attached articles which describe each.

The Minneapolis Youth Coordinating Board is moving now to
begin implementation of a school readiness program called Way To
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Grow. This will be an effort to coordinate and enlarge existing ef-
forts by the school district, the county, and the health department
to serve families, to assure that they are connected to needed com-
munity resources. It is built around an outreach program by aides
recruited from the community and trained to work with families
under the supervision of a community team which includes a
vavmo health nurse, an early childhood specialist, and a social
worker.

Initially, efforts will be made to reach pregnant women to assure
adequate prenatal care. The intention is also to evaluate all chil-
dren for developmental progress while there is still time for reme-
dial programs before they reach age 5. They need a strong, positive
self-image.

A comprehensive effort to work with families during the pre-
school years needs to be one of our highest priorities. The second
major priority, for me, is to see the current program of AFDC radi-
cally altered to focus more on children. As we all know, helping
children also means helping the parent. But too often, the child is
forgotten as lawmakers seek to find ways to move the adult off the
welfare rolls.

The radical change in welfare which I am urging is to separate
aid for children from aid for adults. The problem now is that help
for both stops and starts at the same time. Tying aid for adults and
aid to children together has been one of the major stumbling blocks
in creating more sensible programs.

What I am proposing is to make available to low-income families
a children’s supplement which includes health care and day care,
the latter on an entitlement basis, plus $125 a month for the first
child and lesser amounts for additional children. This would be
available based on income whether the adults in the family were
working or not. Both the health care and the day care would be on
a sliding-fee basis. The cash payment would phase out $1 for $2
earned as earnings went above the income threshold.

But the point here is that the adult could hold a minimum-wage
job and get the full children’s supplement. The net income would
be nearly $3,000 a year more in our State than if the family were
solely dependent upon welfare. It is clear to me, by the way, that
the minimum wage needs badly to be increased.

For the adult there would be transitional aid to help tide the
family over after a new child, a sudden loss of the primary wage
earner’s job, a divorce or desertion or during training. But the help
would be transitional only while the family made plans for the
future or was receiving training.

At the end of the transitional aid, the adult would be expected to
work. What about the adult who says that no job can be found?
What I propose is that parent-child centers be established. These
would be built around day care but would be multipurpose centers
for families, including opportunities for socialization, and if an
adult caretaker could not find a regular job, he or she would be ex-
pected to work 5 hours a day, using the center as headquarters and
placing her child in that day care center.

Part of the adult’s time would be spent as an aide in the day
care program and the rest doing community kinds of work or just
helping at the parent-child center. That would be 25 hours a week
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of work which could be paid for at $4 an hour, which, combined
w&nr the children’s supplement, would be above current welfare
evels.

Let me cite the advantages of such a system. First, the teenager
living at home who becomes a parent would qualify for the chil-
dren’s supplement, but that’s all. If she wished to set up her own
household, she would have to figure out how to earn an income.

Second, from an economic point of view, it would always be
better for that family if the father stays around and contributes
than if he does not. The current welfare system discourages the
father from maintaining any formal continuing relationship.

Third, the adult would frequently never have to go on welfare.
The adult caretaker gets help for the child, but is free to go out
into the labor market under the current welfare system. To enable
someone to get off welfare means training them for a better-than-
minimum-wage job, an effort which succeeds with some but clearly
not with many others.

Next, the caretaker adult who works in and around the parent-
child center gains some experience in child-rearing and also gains
some new opportunities for socializing, with a chance to strengthen
their informal support network.

The working poor, those who are struggling to stay off welfare,
get help. In some ways they are the forgotten families.

I have been talking with the Minnesota Department of Human
Services about this approach. They are looking at it, along with
some new approaches of their own. They have an interest in trying
some new approaches to welfare as a demonstration program and
will need major waivers in order to do so.

Whatever our approach to revision of welfare, however, the wel-
fare of the children and their opportunities for development need
to be of primary concern.

Thank you for the opportunity to share these ideas with you. I
am convinced that building on the knowledge and understanding
we have gained from past creative efforts in meeting human needs,
that we can blaze some new trails in making our community work
better for everybody. Thank you, Mr. Chairman.

[The attachments to Mr. Fraser’s statement follow:]
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Welfare
Reform:

Focusing on
the Children

Donald M. Fraser

Children represent our future. They
"must be given full opportunity to de-
velop into productive, self-sufficient
adults. It has been apparent for some
time that for many families current wel-
fare policies have done little to improve
children’s prospects. In fact, many of us
would argue that welfare programs have
done just the opposite. I am referring
primarily to Aid to Families with De-
pendent Children {AFDC), the program
that hashad the greatest impact on fami-
lies and has stimulated the most contro-
versy.

What Are We Trying to Accompilsh?

In spite of widespread concern about welfare, we
bave not been able to make much positive change for lack
of agreement on what we are trying to accomplish. A cen-
tral theme is that we need to save taxpayers’ money, pri-
marily by mandating work. Although welfare was origi-
nally developed to respond to the needs of families with
children, the current debate on reform centers more on
adult than on for children. We need
to reestablish children as the central focus of help for
families. We need to improve the life chances for chil-
dren.

What Are the Needs of Children?

How do we begin to design a welfare program that
will meet these criteria?

The first objective of such a program must be to re-
duce the number of children living in poverty. Poverty is
a damaging legacy for children. It too often perpetuates
itself from one generation to the next. Its roots taks hold
during childhood. Poverty is a leading cause of puttinga
child “at risk” for developmental delays, child abuse,
school failure, and, ultimately, unemployment and erimi-
nal deling It is frightening to note that one in four
children under the age of six in this country is poor and
that poverty among children has risen steadily since
1970.

If children are to become self-sufficient and produc-
tive adults, they must grow up in an environment where
work and productivity are valued, and they need models
to follow. Therefore, any new program must include job.
training and placement for parents.

To thwart long-term dependency of families on gov-
ernment support, we must separate aid to children from
aid to adults, reiterating the principle that children are
rightfully dependent whereas adults are not.

Without proper nurturing and stimulation, children
simply fail to thrive. When this possibility threatens, it
becomes the legitimate role of government to step in and
support families to ensure that adequate nurturing and
development of dependent children does take place.

AFDC: Modity or Replace it?

Most welfare reform proposals to date recommend
modest changes in AFDC. Progress toward even minor
reform has been minimal and slow. What I am suggesting
is far more radical, because AFDC, in my opinion, is fa-
tally flawed. .

AFDC is a program of contradictions. It supports
families financially, but at such a minimal level that its
beneficiaries remain in poverty. It was designed to pro-
vide financial aid to parents and children with unex-
pected needs due to divorce, desertion, death, or lack of 2
job by the primary breadwinner. But today, half of AFDC
recipients are long-term users, many of whom look to
welfare as a means of support as they acquire a family.
While its goal is to support the transition to work, the
limits that welfare imposes on earned income, child care,
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and medical care serve as disincentives to parents seek-
ing employment. The program enables young, single
mothers to live independently but fails to deal with the
consequences of theirsocial isolation and their deficien-
cies in parenting skills. AFDC encourages fathers to con-
tribute to their children’s support but penalizes the fam-
ily for the added income.

A New Program

I propose that we replace AFDC with a new program
that separates aid to children from aid to parentsand es-
tablishes neighborhood parent/child centers where fami-
lies can learn, socialize and work. The program would in-
clude the following provisions:

A Children's Supp t. Dependent children
whose pareats are income eligible would be entitled to a
children’s supplement. For purposes of this discussion, it
might be set at $125 for the first child, $100 for the sec-
ond, and $75 for each additional child, The establishment
of a higher “standard of need”—$906 for a single parent
with three children—would allow a parent to earn up to
the equivalent of 40 hours per week at $4.00 per hourina
private sector job without penalty. When the family’s in-
come rose above the standard of need, the gradual loss in
the children’s supplement would be $1.00 for every $2.00
earned up to a limit of $1,500, thus maintaining the in-
centive to increase employment income.

The children’s supplement would shift the burden of
adult support from the public to the private sector and
would makse use of minimum wage jobs that are available
in the community but pay less than is required to support
a family. The supplement plus wages would lift the fami-
ly'si iderably above AFDC levels and
ensure that it would always be more profitable to work
than not to work.

Day Care and Health Care. Sliding-fee medical
care as long as children ars under the age of 18, and slid-
ing-fee child care, including latchkey, would be provided
to income-eligible farilies. Fee schedules would be de-
signed to accurately reflect the family’s ability to pay.

Parent/Child Centers. Parent/child  centers
" would be established in each neighborhood to provide a
number of services: child care, pre-school developmental
screening, parent education, career counseling, basic
education, referral to bealth services and to pre-school
programs, and individualized case management services.
Parents who are unable to obtain employment in the pri-
vate sector would be guaranteed up to 25 hours a week of
traiuing or of supervised work at $4.00 per hour, either in
the center itself or in the child care program.

Transitional Aid to Adults. Short-term financial
help (normally six months) would be available to parents
in school or job training and to parents of newborns.
Long-term financia) support would be the exception and
would be offered only to foster children and to parents
who would not be able to hold a job because they are non-

\

English speaking, chemically dependent, or chronically
dysfunctional.

Support Payments. Every effort would be made to
establish paternity at the birth of a child and to obtain
support payments from an absent parent through payroll
deductions. So long as the family’s income remained be-
low the standard of need, such payments would augment
the family’s income dollar for dollar; and, when above,
with a loss of $1.00 for every $2.00 gained.

The Next Step

1do not underestimate the difficuities of gaining ac-
ceptance for this new approach. In Minneapolis, we are
working with the Minnesota Department of Human
Services to develop a pilot project embodying some of
these concepts. Entry into this pilot program would be
voluntary to begin with and would become mandatory
only when its success in developing client self-sufficiency
and its financial viability had been documented.

This pilot project could very well be stymied by the

bstacles we face, including the challenge of obtaining
state and federal waivers and finding the necessary child
care funds. If we do nothing, however, we will continue to
pay a heavy price for government policies that institu-
tionalize poverty, create dependency, ravage families,
and too often deprive children of a decent chance to de-
velop their potential.

When we refocus the welfare reform debate on the
needs of children, then and only then will we ask the right
questions, find the right answers, and creats a system
that works for all of us, our children, families, and the
community. In the end we may not save much money, but
we may save our children.

Donald M. Fraser is mayor of Minneapolis,
and a member of the Advisory Commission on
Intergovernmental Relations.
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WAY TO GROW

Executive Summary of WAY TO GROW:

A proposed plan to promote school
readiness of Minneapolis children by
coordinating a continuum of
comprehensive, community-based
services that support and assist all
parents in meeting the develop-
mental needs of their children from
conception through age five.
L ]

‘There is a current wave of interest in early
childhood issues nationwide. Both the public
and private sectors have been involved 1n issuing
a flurry of recent , which point to the
rising numbers om_.mmmwn at risk for school -
failure and all its attendant social problems. -

A related issue is also receiving national -
attention. This is the issue of prevention versus -
treatment. It is becorming increasingly apparent
that school failure, juvenile delinquency, teen
MHMME:Q. and related social problems are

ifficult to remedy. These problems, in tum,
often lead to lifelong dependency on our systems
of public support.

In 1985, the Minneapolis Community
Business Employment Alliance (MCBEA)
convened a task force and issued a called
Preventing Unemployment: A Case for Early
Childhood Education. Tts central conclusion was
that the employability of adults is related to their
school nﬂﬂwa:no and overall development as
children. It recommended that the Minneapolis
Youth Coordinating Board develop a
comprehensive plan for the delivery of early
noonarm leti : o_E.m F:E.w. muu_._& Three Pl

eting a prelimi S e Plus
in Uoonawn. 1986, the sought and
received a planning grant from the McKnight
Foundation to develop an early childhood school
readiness plan for the city of Minneapolis.

Covering a six-month time period from ~

mid-May to December 1987, the planning
process for Way to Grow involved over 200
persons representing public and private agencies
and organizations 9%:%85 Zhﬂ::onvomm and
the State, as well as selected experts nationwide.
‘That input, combined with an intensive review of

and programming in this country and
others, produced Way to Grow.

Way to Grow combines prevention and
intervention for all Minneapolis families of
children from conception to kindergarten
oEoSP:BnE.w with a continuum MMHR mﬂSnaB based
onn supports and stren: & existin,
variety of services for children and parents in ¢
Minneapolis.
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WAY TO GROW

Way to Grow has five components:

1. Community Linkages

which provides centralized information, referral,
and service coordination for families and service
providers citywide, and identifies gaps in
existing services;

2. A Direct Services Continuum
as described above, which features a citywide

expansion of home visits to families of newborns .

through trained paraprofessionals working within
Minneapolis communities;

. 3. Public Education/Outreach

which employs comprehensive and ongoing
strategies to gain the participation of all
Minneapolis families and sexvice providers in
Way to Grow, and promotes public education
to assure the healthy development of all children;

4, Education/Training

which trains the paraprofessional home visitors
employed by communities to offer basic support,
education, screening, and referral services to
families of newborns, and also provides
consultation and continuing education to service
providers throughout Minneapolis; and

5. Research/Evaluation

which works toward effective implementation of
Way to Grow and its intended outcomes of
school readiness and overall healthy development
of all Minneapolis children.

The Minneapolis Youth Coordinati
Board would implement Way to Grow through
a Management Board, composed of
representatives from selected public and private
City and State organizations, as well as members-
at-large who are _.ﬂnﬂnn of young children. A
central office with professional and support staff
would carry out Way to Grow activities and
Management Board directives.

Way to Grow aims to prevent the
estimated 75 percent of mental retardation that is
linked to adverse environmental conditions in
carly childhood. It intends to help families
deliver to Minneapolis schools a generation of
children who are prepared to succeed.
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Representative HAwkins. Thank you for a very interesting state-
ment.

The next witness who has appeared since the original introduc-
tion is Mr. Ronald Mincy, visiting scholar at the Urban Institute.
Mr. Mincy, I indicated to the other witnesses that we will have
your prepared statement entered in the record in its entirety and
we would hope that you will give us the highlights of it so that we
can have some time for questioning at the end. Thank you. You
may proceed.

STATEMENT OF RONALD B. MINCY, VISITING SCHOLAR, THE
URBAN INSTITUTE

Mr. Mincy. Good morning, Mr. Chairman. I apologize for being
late.

I first of all appreciate this opportunity to testify before you this
morning. My testimony will focus on the urban underclass and its
implications for a potential mismatch between the skills provided-
by available workers and the skills needed by employers in the
year 2000. This work is basically work that I and my colleagues at
the Urban Institute have been doing on the spatial concentration
of social problems related to urban poverty.

We view this work as an early attempt to quantify the growing
public concern about a subpopulation that imposes high costs upon
itself and others, and possibly exposes our failure as a society to
provide upward socioeconomic mobility for all. It presents a severe
handicap to full participation in the mainstream of the American
economy and society.

Further, if such a severely disadvantaged subpopulation has been
growing, our Nation’s prospects for economic growth between now
and the year 2000 could be threatened because the fraction of jobs
requiring basic mathematics and literacy and reasoning skills will
increase at the same time that our labor force will mature, and ex-
perience a reduction in its growth curve.

This public concern has been fueled by a number of independent
accounts by journalists and social scientists in our attempt to esti-
mate the size, growth, and composition of the underclass. By draw-
ing upon the common elements among these accounts, we have em-
phasized the coincidence and severity of handicaps. As a result, our
estimates are very conservative and probably exclude many who
are also ill-prepared to fill new jobs.

I just wanted to briefly outline what our concept of an underclass
neighborhood is and then summarize our results about the charac-
terization of the underclass and its growth and then talk about the
implications for meeting our labor needs. ,

First of all, we characterize an underclass neighborhood as a
neighborhood in which antisocial or dysfunctional behavior is com-
monplace. Examples of such behavior include illegal activity, drug
abuse, dropping out of school, having a child as a teenager, being
dependent on welfare, and failing to hold a steady job as an adult,

A single person can have multiple problems and for a variety of
reasons, including the prevailing social problems, the neighbor-
hoods tend to be spatially isolated from the rest of the urban com-
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munity. Therefore, the individuals who reside in those neighbor-
hoods are also isolated spatially and socially.

Our concept of an underclass neighborhood includes both people
who are involved in one of these dysfunctional behaviors and
others who live in the same neighborhoods who are not directly in-
volved. We believe that the public policy concern has to extend
again to both sets of people.

For example, some descriptions of the underclass emphasize that
crime involves perpetrators and victims that live in the same
neighborhood. As an extension of that kind of idea, we would not
want to consider a child raised in an underclass neighborhood as a
member of the underclass. But if the demonstration of adverse en-
vironment effects imply that the child is headed toward drug
abuse, bearing children as a teenager, and when the child achieves
adult status is not working regularly, then we believe that the
problem needs to be defined inclusively.

Therefore, our statistical definition includes four characteristics
which are indicated on the chart at the back of the prepared state-
ment, chart 1.

This is a simultaneous occurrence in a neighborhood—this is
chart 1, about two pages before the end of the statement—of teen-
agers who are high school dropouts; prime-age males who are not
regularly attached to the labor force; households on welfare; and
households headed by women.

In order for a neighborhood to meet this criterion, it has to have
extremely high values on all four of those behavioral indicators si-
multaneously. And it is in that sense that our definition is a very
restrictive one.

Nevertheless, let me just begin by summarizing the results of
this underclass population. Those results are broken out on chart 2,
which is the last chart in the prepared statement.

We found that in 1980 there were 880 underclass neighborhoods
containing approximately 2.5 million people. That is about 1.4 per-
cent of the U.S. population. And about 1.1 million of those people
were poor. As we go down those columns in the chart, several im-
portant things are indicated.

First of all, this population is predominantly an urban popula-
tion. It is concentrated primarily in cities in the northeast and the
north-central region. It is predominantly minority; that is, 59 per-
cent of the population was black in 1980 and 10 percent of the pop-
ulation was Hispanic in 1980.

The other characteristics of the population that I would like spe-
cifically to draw your attention to is that adults 25 years or older,
63 percent of those adults had less than a high school education;
and of teenagers, 36 percent, that is, more than a third were high
school dropouts.

So, I believe, again without using poverty as a definition of these
neighborhoods, we find severely disadvantaged neighborhoods and
a severely disadvantaged population. About 2.5 million people in
1980 may not seem to be a large number, that population grew dra-
matically between 1970 and 1980. We estimate that the population
grew from about 750,000 people in 1970 to 2.5 million in 1983. That
is a threefold increase. And given the recession that we have had
between 1980 and 1984, and the continued exodus of low-skilled
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manufacturing jobs from the northeast and north-central regions,
we have no reason to believe that this growth rate has declined
dramatically in the intervening 10 years.

Let me then just summarize what the implications for this popu-
lation are for our ability to meet labor force needs in the year 2000.

First of all, we will continue to experience the exodus of manu-
facturing jobs from the United States in general and from the
cities where the underclass population is concentrated. At the same
time, we will experience the slowest growth rate in the labor force
since the 1930’s. We will also see a maturing of the labor force;
that is, between 1984 and the year 2000 the average age of the U.S.
labor force is expected to increase from 34 years to 39 years.

That is significant, because as the labor force matures, older
workers, mature workers, are less likely to move to accept new job
opportunities than are younger workers, which implies that em-
ployers are going to have to rely increasingly on younger workers
to meet the new vacancies that are created.

The other factor is the number of workers between 16 and 35
years old is expected to decline by 5 million.

The upshot of all of this is that we will have an increasing
demand for workers who have sound, basic literacy, mathematics,
and reasoning skills between now and the year 2000. We will have
a shrinking supply and this growing underclass population repre-
sents a neglected opportunity in a period in which our Nation will
need to make use of all of its available manpower. )

I believe, moreover, we find that underclass neighborhoods -are
located near working-class minority neighborhoods as well and be-
cause of housing segregation patterns, minorities who are not
members of the underclass tend to send their children to the same
schools where underclass children also attend.

The importance of that is that children who live in impoverished
families and go to schools in the same neighborhood tend to per-
form much more poorly academically than do children who go to
schools where poverty is not concentrated.

So, as a result of that, it is hard to be optimistic about the under-
class area population in the face of these findings, especially when
we recognize that everyone who will be working in the year 2000-
has already been born and two-thirds of them are at work today.

Therefore, I am afraid that most adults in the underclass area of
the population that we identified in 1980 must be regarded as a
lost opportunity for the year 2000.

This will be true unless successes are achieved in recent demon-
stration projects in basic skills training is provided to adult work-
ers in their normal working environment. mwoGE this be the case,
some of this potential can be harnessed by extending these pro-
grams to adult workers from underclass areas and other disadvan-
taged groups.

However, whether or not these programs are successful, it is im-
perative that children in the 1980 underclass area population who
are just beginning to get an education and those who have not yet
completed secondary school and children in underclass areas in the
1990’s must receive and achieve basic mathematics, literacy, and
reasoning skills in a way more comparable to other segments of
our society.
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This cannot be accomplished without intensive investment in in-
dividuals and a concerted effort to provide quality education to all
Americans regardless of their socioeconomic background.

In addition to addressing the basic skills deficiency in the under-
class area population, the problem of a growing underclass must be
addressed correctly. This would permit full use of all of our avail-
able manpower, reduce the social isolation of this population,
remove barriers to upward social mobility, and eliminate a major
cause of racial disparities and social and economic well-being.

Again, I appreciate this opportunity to testify before you, and I
hope this information will be useful.

[The prepared statement of Mr. Mincy follows:]
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PREPARED STATEMENT OF RONALD B. MINCY

THE UNDERCLASS:

NEGLECTING AN OPPORTUNITY FOR THE YEAR 2000

Statement before
the Subcommittee on H:<mmn9m=n., Jobs, and Prices

Joint Economic Committee

April 18, 1988

by

Ronald B. Mincy*

* Visiting Scholar, The Urban Institute; and Assistant Professor of
Econcmics, the University of Delaware

Any opinions expressed herein are the author’s alone and should not be
attributed to The Urban Institute or its officers, trustees or funders.
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I appreciate this opportunity to appear before the Subcommittee on
Investment, Prices and Jobs. My testimony today will focus on the urban
munderclass” and its implications for a potential mismatch between the
skills provided by m<mwwwvw.¢. workers and the skills needed by employers
in the year 2000. It is based on work that I and my colleagues at the
Urban Institute have been doing on the spatial concentration of social
problems related to urban poverty.

We view this work as an early attempt to quantify the growing public
concern about a subpopulation that imposes high costs upon itself and
others; possibly exposes our failure as a society to provide upward
socio-economic mobility for all; and possesses severe handicaps to full
participation in the mainstream American society and economy. Further,
if such a severely disadvantaged subpopulation has been growing, our
nation’s prospects for economic growth between now and the year 2000
could be threatened because the fraction of jobs requiring basic
mathematics literacy and nmwm.osw:o skills will increase at the same time
that the labor force will mature and experience a reduction in its growth
rate. This public concern has been fueled by a number of independent
accounts by journalists and social scientists in our attempts to estimate
the size, growth, and composition of the underclass, by drawing upon the
common elements among these accounts, we have emphasized the coincidence
and severity of handicaps. As a result, our estimates are very
conservative and probably exclude many who are also ill-prepared to fill

new jobs.
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Defining the Underclass

Let me begin by defining what we mean by an "underclass
neighborhood” (Ricketts and Sawhill). Conceptually, an underclass
neighborhood is an area where antisocial or dysfunctional behavior is
commonplace. Such behavior can include illegal activity, drug abuse,
dropping out of school, having a child as a p....z:z.m.wn.~ being dependent on
welfare, and failing to hold a steady job as an adult. Obviously, a
single person can exhibit multiple behavioral problems, and for a given
individual it is hard to disentangle which behavioral problems are causes
and which are effects (Berlin and Sum). For a variety of reasons,
including the prevalence of antisocial behaviors, these neighborhoods
tend to be spatially isolated from the rest of the urban commnity, and
therefore, to socially isolate residents of underclass neighborhoods from
the rest of the mainstream urban commnity.

Incorporated in our conception of underclass neighborhoods are both
"underclass persons,” who actually engaged in dysfunctional behaviors,
and others, who while not engaging in these behaviors, by Z.<m=m in
neighborhoods where they prevail are affected by and potentially at risk
of developing dysfunctional behaviors. Because the distinction between
underclass neighborhoods and underclass persons is important, the policy
concern must go beyond those directly involved in one of these
dysfunctional behaviors and embrace others, living in the same
neighborhoods, who are directly or indirectly affected.

For example, descriptions of the underclass emphasize that much of

the crime that takes place involves perpetrators and victims who reside
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in the same neighborhoods. It would bé clearly inappropriate to label
the victims members of the underclass, but it is waﬁmnnu:n to include
them as part of the problem. Similarly, children growing up in
underclass areas may not be members of the underclass themselves, but if
growing up in areas where demonstration and adverse environmental effects
lead them into crime, drug abuse, bearing children as teenagers, low
academic achievement and dropping out of high school, then the problem
must be defined and measured inclusively. This is extremely important in
the present nomnmxn because the failure to complete high school, to
acquire basic skill