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OVERSIGHT HEARING ON FULL EMPLOYMENT

WEDNESDAY, AUGUST '13, 1981

\ HOUSE OF REPRESENTATIVES,
SuBGOMMITTEE ON EMPLOYMENT OPPORTUNITIES,
CoMMITTEE ON EDUCATION AND LABOR,
Los Angeles, Calif.

The subcommittee met, pursuant to call, at 9 a.m., in the Muses
Room, Museum of Science and Industry, 700 State Drive, Los Ange-
les, Calif, Hon Augustus F. Hawkins (chairman of the subcommit-
tee) presiding.

Members present. Representatives Hawkins, Weiss, and Wash-
ington.

Also present: Representative Peyser. -

Staff present: gusan D. Grayson, staff director; Carole M.
Schanzer, legislative assistant, and Edie Baum, minority counsel,
for labor.

Mr Hawkins The Subcommittee on Employment Opportunities
is called to order.® ’

I realize that there will be many others drifting in, but the
committee is very strict on starting on time and trying to termi-
nate at a reasonable hous in order to accommodate the witnesses.
We do know there are several witnesses whose time is limited, and
for that reason, we want to accommodate them.

The subcommittee begins 2 days of hearings in Los Angeles on
employment policy. These hearings are & continuation of the sub-
committee’s oversight on programs and policies to increase employ-

,ment opportunities This morning we will examine current econom-
ic policies and their impact on employment in the context of the
mandate for full employment under the Full Employment and
Balanced Growth Act. Tomorrow, we will be receiving testimony on
equal employment opportunity laws and affirmative action pro-
grams.

I am very pleased that three disti}zguished members of the Edu-
cation and Labor Committee are joining me in Los Angeles. Con-
gressman Ted Weiss from New York City is due to be with us
sometime between 9:30 a.m. and 10 a.m. However, to my immediate
left is the Honorable Harold Washington from Chicago, a member
of the subcommittee and the host of our hearings 2 days ago in the
city of Chicago Seated to his immediate left is the Honorable Peter
Peyser from New York, a member of the full Education and Labor
Committee Both of these gentlemen have been invaluable in their
support for full employment and equal opportunity. appreciate

their attendance today. .
bgrr% adjunct to that statement, may I say all of us experienced
difficulties in flying across the country and we are indeed fortunate
. . hH
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and pleased that we have successfully~completed the first half of
the hearings, safely and in good humor

Three years ago, Congress enacted the Full Employment and
Balanced GrowthYAct whicht committed the Nation to & policy of
reducing unemple¥ment to 4 percent by 1083 and which estab-
lished the framework for developleg economic policies to achieve
this goal

Tragically, administration pohicies 1n every aspect of economic
activity are rhoving away from this goal We have now enacted
massive cuts 1n Federal domestic spendu’ug which are pr;o;ected to
increase unemployment by the end of fiscal year 1982 by 17 muil-
lion persons Even the most Optlmlsth administration forecast indi-
cates an unemployment rate of 77 percent by the end of this fiscal
year Moreover, many af the progriams which have been drastically

‘\\_Eﬁi‘uced or eliminated would have directly benefited the economy
r

ough increased -educational attainment, work experience and
skill training These programs are being eliminated without any
alternative strategies to take their place.

The social and economic costs of high unemployment go much
beyond the personal hardship suffered by individuals whe lost their
jobs The cost to the economy of lost productivity and increased
public assistance payments are well known

For example, the Department of Labor recently attributed the
second quarter 1981 decline in productivity of nine-tenths of 1
percent directly to the decline in employment and number of hours
worked Less clearly perceived are the costs which society bears In
the form of physical and mental disease, suicide, and criminal
activity One.issue which the subcommuttee 1s exploring in this
morning'’s hearmg 1s the relatlonshlp between increased unemploy-_
ment and crime

Faced with continumg high unemployment, we must do more
than rely simply on the hope that the economy will make miracu-

lous strides as a result of untested theories We have the obligation -

to develop policies and programs which will provide employment
opportunities, increase the skill levels of unemployed or underem-
ployed workers and improve the match between thé needs of mdus—
try and the skills of 14bor. * ,

Improving the skills of workers can make as important a contri-
bution to restoring economic vitality as improvements in the Na-
tion’s mpltdj stock and technology, vet Government incentives for
capital investment are sin to seven times greater than for mproving
tho quality of the work force It should be no surprise, therefore, that
we have dropped from second to seventh among the world's indus-
trialized nations in the measured skills of our workers It 1s ironic
that at the same time that we are investing billions in defense, the
defense industries ate facing production bottlenecks because of the
lack of skilled workers

A major portion of today's hearing will betu explore the poten-
tial opportunities for expanding employment upportunities and to
«determine how these opportunities may be made available to those
at the bottom of the labor market who seem tu fare the worst even
in the best of times

[l
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The Chair would like to take this opportunity to ask either of my
distinguished colleagues with -us today to make such remarks as
they may wish to do. :

First, Mr. Harold Washington.

Mr. WaSHINGTON. Mr. Chairman, thank you.

Very briefly, I concur absolutely with the very cogent and poin\-
ed remarks you have made relative to the present administratlon?
economic.philosophy and budget cuts and the presumed effect tha
those cuts will have upon-the economy, and even more specifically,
the people within the broader spectrum of this country.

I am looking forward to héaring from these witnesses. You have
an extellent battery of witnesses lined up. «

I want to, at this time, commend the chairman for moving imme-
diately into this area in anticipation of the possjble effects of these
cuts upon our economy and for attempting todcome up with some
solution or suggestions relative to how we can either live within it
or.go beyond it.* ‘

I want to commend the chairman for his anticipation and fore-
sight. As I said before, I look forward to participating in these
hearings over the next 2 days. ,

Mr. Hawkins. Thank you, Mr. Washington.

Mr. Peyser. .

Mr. PEYSer. Thank you, Mr, Chairman.

First of &ll, I just want to make note of the fact there is probably
no one'in Washington—over the past 12 years anyway—that has
done more to develop the programs of employment and putting
people to work than the chairman of this subcommittee, Mr. Haw-
kins He has continually taken the lead. He has pushed and
needled the Congress over the years to get going on these issues,
and they have,

It is with regret, obviously#from members of the subcommittee
and the full Education and Labor Committee that many of the

" changes that ®ill be impacting this area and other areas of the

7

country in 1982 ‘are going to be impacts of a very negative nature.
They are going to cost jobs, they are not going to be putting people
to work Of course, one of the purposes of the hearings is to hear
some of the thoughts that you have on this jssue. )
Right here, Mr. Chairman, in this wonderful museum we are in
in Los Angeles, I was just talking this morning to some of the
people in’ the Summer Seience Workshop, which is from what I
have been able to see, just an outstanding program reaching nearly
6,000 young people every summer, and many of the training assis-
tants, the young men and women who work here, mostly are high
school students, mostly minority students who are city employees,
they are going to have to be changed and slashed or terminated or
reduced as the program that the new administration in Washing-

“ton has put in begins to takethold.

I think that this very graphically demonstrates one of the great -
tragedies of this whole situation of having young men and women
such as this, who are in the process of learning and striving to
reach up and improve their own educational status, to find that -
they, themselves are going to be victims of a program that. is

& supposed to make America move forward, which in reality 1s going
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to be making America take a maJor step backward unless we can
do semething about it.

Thank you for the*opportunity, Mr. Chairman, of being out here
with you.'I am looking forward to the gtimony and "what we will
learn at this time.

Mr. Hawxkins. Thank you, Mr Peyser.

Seated to my immediate right is the staff director of the subcom-
mittee, Ms. Susan’ Grayson. To the far right is Ms. Edie Baum, who

N

. is representing the Minority on the subcommittee today.

-
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At thistime, I.would like to have inserted in the record, without
objéection, two documents first, a report in December 1977 of re-
marks which I presented to the Subcommittee on Crime of the
House Judiciary Committee outlining the impact of economic poli-
cles in existence at that time on crime, and second, excerpts from a
report of the Joint Economic Committee of the Congress presented
in October 1979 dealing with the social costs of unemployment.
Both of these documents anticipated the rising crime rate and the
other social costs that would be impacted by administration policies
- of the previous administration. I think they are significant because
they showed the lack of planning that was not then being done by~
the previous administration and which is continuing under this
administration.

[The doeuments referred to above follow:]

Te~Timony o8 CRIME AND UNEMPIOYMENT PRESENTED To THE  SEBCOMMITTEER ON
Crive, Hot st oF RFPEESENTATIVES BY CongkEssMas Atorstis F O Hawkins,
( HaikMAN, St BCOMMITTEE on EMpLoy MENTOPPORTE NITIE S, DFCrunER1977

I WOuld like to thank Chairman Conyers, and the members of the Subcommittee
on Crime. for inviting me to present my thoughts on the serious problems relating
to crime and ugemployment 1n our Nation

There 18 a continuing dialogue i1n this country dealing with the question of the
relationship between unemployment and crime Today ! will imit my remtarks
mainly to this major topic But, at some point my colleagues on this Subcommittee
may want to more broadly examine the,pathological effects of uhemployment and*
other forms of economic distress which impact on the mental, physical, and social
health of this nation

I believe that there 1s ample evidence concerning this serious problem, which we
need to study in order {o formulate intelligent, articulate, comprehgnsive national
economic policy deci 8 ‘

Certainily, the rol%‘ the Congress and the role of the President in formulating,
developing and implementing nativnal ecgnumic policy needs to take into considera-
tion—whi®# 1t has done poorly heretofurd—how it can make both the economy and
the Amerigant people healthier and mote rous

My own views on this matter, are especially well Xnown, because of their em-
bodiment in the Humphrey-Hawkins Full Employment Bill (HR 30, 8 50i™and
because I am convinced that this bill addresses the fundamental chink in our
national armour This chink, this flaw 1n our decisisnmaking has historically al-
lowed for ny comprehensive patiunal economic policy on employment, thus saddling
us with cycles of bust and boom, and a continuing crisis in seeking ways to attain
full employment, full production and price stabihty

Those scientists i1n the fields of medicine, psychology and sociology who have
exanmited and analyzed our lack of direction in this regard, have produced a
respectable body of evidence which supports my view that unemployment and
criminal aggression are inexorably entwined

Their general thesis can be stated in this way increases in unemployment, no
matter what the causal facturs, will be followed by natyunal incresases in numerous
pathologies impacting on yne or more of the folluwing death rates, heart disease
rates, suicide mortality, homludc mortality, mental huspital admission rates. and
imprisonment rates

As an introduction to this subject 1 would Like to share some of their pertinent
findings

. . ‘ '
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Belton M Fleisher (“The Economics of Delinquency”, 1966,) A study of the
relationship between unemployment and delinquency Found that '“The estimated
effect of unemployment on delinquency 15 uniformly positive " Also found that a 1
percent increase in unemployment 1s associated with, on the average, a v 15 percent
increase in the rate of delinquency . -

Colin Frank (Federal Bureau of Prisons Study March, 1975,) The Frank study
notes that' “there is a strong correlation between unemployment increases and the
Federal prison population, when a statistical adjustment 18 made for the 12 to 15
month lapse between the commission of a crime and incarceration " (This direct
quote is from the Congressiongl Research Service Publication, “Crime and Unem-
ployment”, December 15, 1975 ) R

Congressional Research Service Study (CRS multiith No 74-95 Ed, Apnil 24,
1974;) Supports findings ‘of Colin Frank's Federal Bureau of Prisons Study unem-
ployment and prison populations are sumilar for both Federal and State 1nstitutions,
when a similar time lapse factor (as in the Frank study) 18 taken into account

Marcia Gutentag, “The Relationship of Unemployment to Crime and Dehinquen-
ey”, 1968;) Gutentag notes that “Conditions of employment and unemployment play
a direct role in population shifts If we examine conditions of employment through-

~out the world we will see that depending on the differential effects on population
mobility and social change, employment patterns are related to both rises and
declines 1n the rate of dehnquency 1n different countries It 1g possible to predict the
direction of the effect b following the consequences of the employment pattern on
the stability of the population :

“High delinquency rates follow conditions of unemployment, when, for example,
job patterns change so that the poor must shift from % to place, often from
urban center to urban center, in search of work The r ulting 1nstability and
anomie of the poor under these conditions will be reflected in gxgh delinquency
rates . . ]

Daniel Glaser and Kent Rice (“Crime, Age and Employment", 1959,) As reported
in The Congressional Research Service’s “Crime and Unemployment” publication,
This study ‘“‘shows a definite relationship between unemnployment and crige, but
Glaser and Rice state that economic factors operate.n conjuncuon with other
demographic or social features (e g, age, occupatidn, etc.) to affect a change 1n social
deviation ”’

A projection of these aeademic views occurred during the severe recession 1n 1975,
when this nation was warned by 1ts elected officials, law enforcement’ officers,
cniminologist and sociologists that the worsening economy was gomng to cause an
unprecedented increase in criminal aggression As quoted i1n the March 5, 1975
edition of the Corrections Digest here is what some of these leaders had to say

New Jersey Public Advocate, Stanley Van Ness “There are always some guys
who just aren’t'going to sit back uietly and starve to death ” i

Kathtyn Kirschbaum, Mayor o? Davenport, Iowa. “To Davenport with a relatively
low crime rate and a relatively small police force, (the increase In crime) 18 particu-
larly shocking” Ms Kirschbaum made this comment because of the “mgnificant”
increase in crimes against property in her city —Glen King. executive director of
the Internatjonal Association of Chiefs Police departments ‘‘generally * * * operate
on the premise #hat the higher the level of economy, the less will be the crime "

In 1975, Patrick V Murphy, the out-spoken former commissioner of police for *%
New York City, appearing before an ad hoc hearing of the Congressional Black

Caucus observed:
“We have allowed unemployment, the principal breeding ground for crime, to

[

climb upward in tandem with the crime rate.’>

A

:

.

He further noted that: “there can be no significant, long-lasting effort to reduce/j:—

crime permanently without a major reduction in rates of unemployment, egpecially
ané% the high crime age group that includes males under 25"

. menting on this nation’s capacity to resolve the 1ssue of cime and unemploy-
ment, Mr. Murphy stated: .

“If full employment means a,decent job at a decent wage for everyone, then full
employment 18 a legitimate approach to controlling crime A national pofcy of full
employment implies a commitment from society that every citizen has a right to
dignity, a job and a hying wage A national policy of full emplpyment implies that
society actively ks to alter the conditions of poverty and degradation that, I
reiternite,.are am{ng the cause of crime "’ ! ‘ .

In line with these expressed concerng, and a growing body of academic data on
the 1ssue, the Joint Economic Committee comhussioned the Congressional Research.
Service -(of the Library of Congress) just last year, to examine how changes ;n
income, prices inflation,) and employment affect the social and human behavidr of

-«
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American aitizens 1 This commission was also part of a series of commemorations of
the 30th Anniversary of the Employment Act of 1946
Under the direction of Dr Harvey Brenner, of the Johns Hopkins University, the
Joint Economic Commuttee Report, although limited 1n scope, looked at and evaluat-
ed seven indicators of soclal stress, in yrder to determine their sensitvity to changes
in the three economic variables yust mentioned ; income, prices uinflation,) and
employment
The seven indicators of social stress were total mortality, homicide, suicide,
cardiovasculaY renal disease mortality, cirrhosis of the hiver mortality, total state
imprisonment. and state mental hospital admissions
These specific indices were chosen because they tended to be the most relaable,
statistically. for current and future studies, and because they covered a reasonable
period ?tlme 1940-73, for their potential use in public policymaking
Commenting of the need for such a study my great friend Senator Humphrey
noted
‘'The Federal Government has become relatavely adept since World War II at
assessing the impact on_income, prices, and e loymes of monetary and fiscal
policy But government pohty planners have had essentially no success in shedding
light'on the next level—on the ensuing effeots which changes in income, prices, and
employment have uri individuals and on society In effect, they have focused on the
technical linkages between fiscal or monetary policy and economic varniables like
unemployment, they have not evaluated the.relationship of these economic vana-
bles with individual behavior Yet, it 1s precisely the eventual impact of economic
policy on individuals which should be the focus of, Washington ofﬁcxals rather than -
the impact of this policy on the intervening economic variables
The Joint Economic Committee Report entitled, “Papers No 5 Estinmating The
Social Costs of National Economie Policy' Impllcatlons For Mental And Physical
* Health. And Criminal Aggression”, says summarily i its Findings
The must consistent pattern of relationship between national economic changes
and each of the measure of soulal cost was dgmonstrated with the upemployment
* rate Unemployment plays a statistically significant role in relation to spcial trauma
for each of the indices of socialicost and for virtually all ages, both sexes, and for
whites and non-whites in the United States ™

And 1n jts conclusions, the Report notes

Overall, it 1s evident that significant relationships exist between economic policy
and measures of national weN being This study indicates that actions Wthh influ-
ence nativnal econdmic activity—especially the unemployment rate—have 'a sub-
stantial bearing on physical health, mental health, and criminal aggression "

As much as we might be influenced by the careful gathering of data for this
Report, the careful ducumentation and validiation of these data, and their extensive
analysis, there often remains the academic question of whtther we can assign a
direct cause between unemployment and crime

[ believe we can ,

—_ The December 15, 1975 Congressional Research Service of the Library of Congress
report ‘Crime and Unemployment cautiously states

“In summary, there does appear tu be some statistical’ relationship between the

. size of the prison population and the level of unemployment There may also be
sume disguised relativnship between unempluyment and totf\ crime but there have
been no receht studies which would corrobrate such a link Lo
' On the other, hand New York Times columfust Tom Wicker correlating rsing
crime with smg unempluyment in a three part serLes called “Jobs and Crime’'sin
May, 1975, graphically observed

“One point not sufficiently developed in earher articles is that it 18 not just
unemployment and poverty, {ut 80 much unemployment and poverty existing side
by side with so much affluence, that may be at the heart of swiftly rising crime
rates If wide-spread affluence 1s highly visible tu the numberous poor and jobless,
particularly 1n the cities, and if those pogr and jobless, as argued here, are less and
less able to rise by unskilled labor that is no longer in demand in an economy that
requires technological yr professional skills, it seems reasonable to suppose that the
hopeless and embittered underglass that results would turn more frequently to
propérty and violent Lrimes agfnnst the affluent, as well as among themselves "

Mr Wicker purposely points his finger at the massiveness of joblessness and
poverty for some 1n an era when affluence satlates and drowns other parts of our
society

And when an expert such as our last Attorney General Edward Levi, correlates
rising crime with rsising unempluvmcnt I have to respectfully cunsider what he
says

.
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Unfortunately,” a certain timidity 1n hammering out answers on this issue has
forced a know-nothing stance by so many in authority who continue to call for
increased securitys measures, improved policy efficency, stiffer Jail sentences, and
prison facilities, all which treat symptoms of criminal aggression without getting to N
the cause of such behavior
I 'am certainly not suggesting that a full employment economy—employing all
those who would want to work, and who would be able to work—would solve the
problem of crime in America, but if we don't move towards a soclety that outlaws
tnvoluntary joblessness—then how are we going to handle 50 percent Black youth
““unemployment 1n my district, 50-75 percent in Detroit, and 73 percent black youth
unemployment 1n Oakland (Detrait officials are even saying that they've lost count,
because no one’s keeping proper records ) ~
How are we going to keep a black unemployed youth in Detroit out of criminal
society, 1f he 1s unemployed at 20, and won't be able to find a Job until he's 25
(because there are no jobs available)? !
I would Like to strongly suggest, as the Joint Econumic Committee Report implies,
that there 1s a significant causal relationship between the Link that relates to crime
and unemployment .
On this point the Joint Economic Committge Report says * * * a number of
studies since the 1950’s have found strong relationships yetween crime indices and
lack of emiloyment Property crimes known to the pblice, admissions to state
prisons on the state and national levels and admissions toXederal prisons have been
correlated with changes in the unemployment rate For hoheide and other person-
al crimes, significant positive relations were found with chan)es in unemployment
rates '
And the Report continues . *
“A cross-national comparison of the United States tspecifically California, Massa-
chusetts, and New York), Canada, England and Wales and Sotland, over the years,
1920-40 apd 1947-73, also substantiated the postive relationship between criminal
activity and unemployment_* * * for all four—sountries, the homicide rate was -
examined, as were crimes known to the polices. arrests and trails, and conviction
é and imprisonment For the three states within the Ustited States, imprisonment was
examined Significant relationships with the unemployment rate were found within
each country, for every measure, of criminal acuvity, and for both personal and
property crimes * * *
Finally, several studies have indicated that un'employment directly 1nfluences
parole, mandatory releasg violations, and recidivism * 400
If we assume, as the& Joint Economic Committee Report does, that “societal
stresses orginate with economic maladjustments which, in turn, can be moderated
through national economic policy decisions”—then, we can also assume that there 13
no need for the kind of unemployment in this' nation which 1s an important
breeding place for much of the crime, mental and physical illness, and other related
societal dysfunctions / ‘
Forcefully commenting further on the role that economic polity plays in deter-
mining the social and physical health of the nation the Joint ecoriomic Committee
~ Report notes
“There 1s no question that there 13 an existing and historical relationship between
economic policy and health This study offers statistical support of the thesis that
actions influencing national ,economig activity have a profound, if not central,
influence on physical health, mental health, and aggression '
“Therefore, to the extefit that economic policy influences national economic activi-
ty. 1t has always greatly influenced the nation's social well-being as well This study
* indisates that on a day-to-day basis nearly all political and deliberate economic
. policy decisions which affect the behavior of the national, regronal, and local econo-
my may also have a profound effect on many aspects®of the nation’s well-being The
potentistl applicability of this material to policy-making 1s clear The only question
15 whether this information will be taken into account when g€onomic policy 1s
¢ formulated
Traditionally, economit policy has not been formula the basis of 1ts objec-
tive implications for natianal health and well-being Thus 1t 1s assumed that high
levels of unemployment age undesirable and have untoward Implications, but just
what the magfitude of those implications 1s has never been clear K
Thus, the government has a responsbility to asgertain the guantitative implica-
trops of 1ts economic policies because (1) economic policies, deliberately or not,
influence much of the nation’s health and social behavior, and (2) the government
-has exighng responsibilities to deal with those very problems that are normally
' . mpacted by economic policy decisions such as 1l] health, mental 1liness and aggres-
s10n . . .
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We can obviously no longer afford to drift on these issues which continue to tear
our countgy apart ' e

The continued absence of a forthright, comprehensive ecorromic policy 1n this
nation, 1s exacting an jmmense cost in#he mental and physical health of our
citizens ' :

Drs Louis Kopolow and Frank M Ochberg of the National Institute of Mental

* Health in Bethesda, Maryland examined this mental and physical health phenom-

ena last year They noted that among the workers they surveyed there was an
increased 1ncidence of mental breakdowns, and agreeing with Dr Brenner, they
noted that “job insecurity, bills, taxes, and the skyrocketing of food prices, and
essential commodities * * * ‘are taking their toll on the mental and physical health
of the nation -

- Their survey further establ;tshed that unemployment and its accompanying stress-
ful manifestations, resulted in workers exhibiting a diminishing sense of group
acceptance, security, prestige and confidence !

Providing further support to Kopolow and Ochberg’s findings, 1s the study of
highly stable tunemployed), workers conducted in 1975 by Drs Hannah Levin tof

» City Umiversify of New York) and Ralph Straetz (of New Yorks University) They

expressed the view that

WWork is the normal way of securing a livelthood It confirms one's adult status
The lack of work reflects a sense of dependency If a man cannot fulfill his social
role as a worker, wage earner, he loses respect for himself because he cannot meet
the expectations and responsibilities of his family, friends and community

“Lack of work, especially for a male, puts him 1n a psychological no-man’s land
He doesn't feel legitimite anymore—not adult If maturity is measured by having
control over important areas of one's life, how can one feel adult when truly he s
the victim of capricious forces “If work contributes identity, self-esteem, status,
meaning and autonomy to person's life, this would lend support to the view that full
employment must be the foundation of any primary prevention mental health
program Just as adequate nutrition Is necessary for healthy child development,
work may be necessary for healthy adult development .

- In summary, it seems to me that the wisest~and most prudent thing to do would

be to implement those things that are morally sound, ethically correct, and intellr
gently just

Therefore, 1 believe legislation, mandating a comprehensive Aational policy on .
employment, will help this country solve the negative social costs inherent 1n
mental and physical breakdowns, and 1n raging, ci1iminal aggression

o« We cam afford to pass such legislation, because in the long run it will be less

expensive to do this, than 1t will be to build bigger and better hospitals and jails

We cap afford to do this—and more

. We cer.taml}’ﬁn not afford to do less - l * . .

"
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THE SOCIAL COSTS OF UNEMPLOYMENT .

>~ )
R WEDNESDAY, OCTOBER 31, 1978

Congress or THE UNITED STATES, -
JoINT Economic COMMITTEE®  *
Washington, D.C.
The committee met, pursuant to notice,.at 10 a.;., in rqomt 210,
Cannor@ouse Office Building, Hon. Parren J. MitcEll (member of
f the committee) presiding.
Present :, Representative Mitchell. :
Also present: David W. Allen and M. Catherine ther, professional
stafl members; Mark Borchelt, administrative assistant, and Mark
P R. Policingki, minority professional staff member.

.

. OPENING STATEMENT OF REPRESENTATIVE MircHELL, PrEsiDING

Representative MircHELL. Good morning. The heﬂ;ring will now
come to order. -
Today we shall hold hearings to address the issue of, the sotial
costs”o{yunemplo ent. The focus of the hearing will be to identify
the physical and mental disorders associated with unemployment
variation.We also are looking forward to receiving testimony on the' .»
correlation of. unemployment and criminal activity. Without the
costs of these two elements incorporated in the calculation of unem-
ployment costs, unemployment is grossly understated. At issue is the
estion of whether pockets of unemployment create an atmosphere
that costs society. Are there hidden costs to unemployment?
WéTave held hearings in this committee to identify the factors that
cgudse unemployment. We have identified and held fhearings on educa-

+ .\ occupational trends, discrimipation, and fhe sundry factors

_ thiit are correlated with unem sloyment. This committee has received
testimony relating the costs o¥ these factors to the economy. Today,
we shall receive testimony on the costs associated with unemployment.

" #* A study, recently completed by Coopers & Lybrand, indicates that

it COS%? New York City $71.87 per day or approximately $26,000 per

year, to keep a prisoner locked up. Studies completed by the Con-

+  gresiional Budget Office and the genera] Accounting Offige indicate
that it costs between $191 and $241 per day or278,000 per year to
maintain a patient in a hospital. If unemploymentis highly correlated
with crime, and physical as well as mentthea]th, then we, as a society,

are absorbing the real costs of unemployment. We first must be able
to identify these factors, and second, we must be able to associate
& castywith their existence. The economics of unemploy ment must be
investigated by this committee, not only to find the gnswer as to

‘ why At persists, but to measure the degree of its pervasive existence,
oday we have two distinguished witnesses who have researched
. vy (1)

“~ .
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two spegific aspects of _the sociul costs of unemployment. Before
introducing the witnesses, let me suy to all convened here that we
anticipate thit other member- of the Joint Economic Committee will
join us. We ure fucing u very dufficult tifie in the Congress right now.
We ure trying to move shead to adjournment Jay or at least a tume
when we can begin pro formu <e<sion. Almo-t ull of the committees |
of the Congress and subcommittees of the Congress are meeting
simultaneously. Actually, I should be over in the House Bunking
Committee thi~ morning. We ure marking up the solur bunk bill
which cume out of my subcommittee, But that 1> the situation that
we canfront here in the Cofigres> and I do hope that others will
joln us,

" Inaddition, I would Like to introduce Bishop Norton; who is visiting
from Baltimore City We are delighted thut you can spend some time
with us today. L -

Mr. M Hurvey Brenner, who is a professor in the division of
operations research at the Johns Hopkins University, has done re-
search correluting mental und physical pathology and socioeconomic
status. Miss Ann Witte, who i un associute professor of economics at
the University of North Carolina at Chapel Hill, one of my favorite
pluces, hus wnitten extensively on the issues of criminal activity and
unemployment. I would request that both witnesses now come up
and we will receive your stutements I will 1ssue just one brief caveat.
-\t some period aof time this morning the bells will ring. The House 15
now in session as evidenced by that little light on the clock. We might
hitve u quorum call, move to approve the Journal, or a call to go into

"o Commuttee of the Whole. When thut call comes, I \nlldjust adjourn
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the hearings for a brief period of tine und run over und answer the
vote and then come rrzht buck

I meun 1t quite sincerely when I suy that I am grateful that you
could come up to testify for us this morning Maybe the best way of
proceeding 1s to huve both witnesses give their stutements and then
we will luunch into some questions, if that’s putisfluctory with both of
you

Mr. Brenner, please proceed in your own manner.

STATEMENT OF M. HARVEY BRENNER. PROFESSOR, DIVISION OF

OPERATIONS RESEARCH AND DEPARTMENT OF BEHAVIORAL
SCIENCES, THE JOHNS HOPKINS UNIVEHSITY, BALTIMORE, MD.

Mr. BRENNER. Thank you The prepared statement itself 1s, 1f you
will, ¢ recentlﬁr published urticle “Influence of the Social Environment .
ology. The Historic Perspective,”” und what I wpuld Like

orr Psy:ioput
‘40 do 1gFeview for you whut some of the physical appeunrances of these

relutionshups between chunges in the econoiny, specificully unemploy-
ment chunges, und physical, mental, criminul, aggression look like.

We have slides prepured for this und 1t's interesting I think to just
take the reproductions through. .

Representative MrtcueLL Fine, Just proceed as you so desire.

Mr. Brex~gr. The first shide shows the relationship between the
suicrde mortulity rute for the United Stutes from the early 1900's to
the early 1970’s in relution to chunges in employment. The cross-
hatched line 1s the suicide mortulity rate umlj the solid hne 1s the
employment index or unemployment index. The reason for the inver-

.
=

=
v




E

Q

RIC . - 16

Aruitoxt provided by Eic:

12
C

© 3
sion in the slides you will see is that the basic unemployment data for
the United States composed by the Economist fabor Guide began
with actual unemployment data shyce the eurly 1930’s and was pusﬁed
backward with employment data. (Here we have simply converted the
entire series to employment data. .

So what we can observe is th¢ fluctuation in suicide mortahty 10"
this graph in conjunction with chahges in employment. At each point
in the curve, at each cyclical moye in employment, we see the inverse
movement in the suicide rate and it’s hlgth stable and predictable
relationship observed 1n a number of different countries and at dif-
ferent points in time, and is one of the standard indicators of the re-
Iationsﬁip between Sf'mgtoms of stress, mental pathology, and

employment changes. {Shide.]

Next we have the YelAtignship between changes in the homicide
rate for 1910 through matched with the same economic indica-
tor. The employment rate, again a very clear inverse match, at zero
lag, which means that for both suicide and homicide the increases
have tended to occur within 1 year of the incréase of unemployment.
I'm sorry, let me take that back just one more moment. The data
here are for the homicide mortality of whites in the age group 25 to
29. This is simply an example of the relationship for this particular
age group and racial group is very similar for tge two major racial
groups In this country, and throughout the age spectrum from infants
to the elderly, but it’s particularly {)ronounced In youth 15 to 24 and
in the 25 to 34 range, this particular relationship, a very stable re-
lationship. [Slide.] . .

This is the circulatory system mortality rate. It represents some-
thing between 60 and 70 percent of all mortality in the United States.
This particular graph is for nonw hites in the age group 35 to 39 which
is relatively young for mortality to be due to circulatory system
disease. There's a%ag of approximately 3 years to the peak of mor-
tality for this group of peopﬁa in relation. to fluctyations in uriemploy-
ment with the downturn in employment occurpiig approximate?'y
2 to 3 years earlier than,/the mortality rate. b

This particular graph represents a bit of an ayeraging effect because
the true mortality rate extends much.beyond 3 years for males and
females in our countyy and other industrialized countries, but the
peak of the relationship tends to occur at about 2 to 3 years after the
downturn. {Slide.] - i

Here's circulatory system disease mortality for males and females
of middle age, 40 to 44, looking at the opposite movements in unem-
ployment 3 years later. {Shde.] . .

his is the beginning of a series on_ the infant mortality 1ate as 1t
had ®een viewed up to around 1965 with the inagination thgt there
had been a very steady downtrend. [Shide.] i

With the removal of that downtrend\and its observation of a match-
ing with changes in employment, we see again the identical inverse
reFationship to the infant mortality rate as we dp to cardiovascular
mortality, to suiade, to homicide, and many other causes of death.
Slide.] ‘ N
[ This is another view of that looking at 3-year changes in employ-
ment matched with the inverse, in this case infant mortality under 1
day, which is the most important source of infant mortahty,m our
country and most industrm{ized countries. [Shde.] .

Q
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This is an engineer’s analysis of the same relationship looking at
wavelike moveéments in employment of roughly 2 to 4 years,,showing
more precisely the lag in the relationship. It f approximately 1 year
in the case of infant' mortality. [Slide.] : )

Here we are looking at the older ages. This is the entire mortality
rate for the population of the United States, at 55 to 64 years. There’s
normally a long downtrend associated with that mortality which
cannot be sen in these graphs because they have been controlled, and
what you are seeing is the residual vanation in the mortality rate in
these age groups matched inversely in this case again with a lag of 2
years to changes in employment. [Slide.)

This is a smaller chanize movement in the employment rate as
related to the same mortality rate in the 55 to 64 range for the U.S,
pogulation with a lag of about 3 years. [Slide.] )

he age group 65-to 74 with a lag of ZJ'ears, [Slide.)

Continuing with that relationship and breaking the relationship
down very finely to look at 3 year ghanges in it with the same obesrved
relationship. [Shide.) ]

The age group 75 to 84 years, with again the same relationship,ﬂis
time very easy to see with the naked eye with the lag again of 2 years
of this elderly group or more nearly "elderly group. [éli(ﬁa.]

And finally, the group 85 and over also respond to the same depres-
sed economic conditions and there’s more likelilhood of their fanities
1ather than themselves responding Lo changes in employment. [Slide.)

Here we have for the U.S. Stat& prisoners received for the years
1925 or so through 1950, which is when we geased h the United States
to have national data on an imprisonment by crime. This is what the
picture looks like for burglary, dgain high inverse, at zero lag; that
means during the same year for a decline in empsl/%)‘ment. [ ﬁ'ae.]

Robbery, in this graph, with the same relationship. [Slide.]

This 15 looking at rogbery for a State, the State of Massachusetts
which gives us data into the 1970 period with the same observed
graphic relationships. [Shde.) . )

Andglfis is larceny for the same State over the same period matched
with employment. [Shde.] , -

This 1s mental hospitalization for the United States as a whole
looking at different ages, from the upper left under 15 through the
upper right 15 to 24 years of age. In the middle, 25 to 34, 35 to 44,
?5 t?S?f;ci a]nd finally 55 to 64, all the samle inverse relationship at zero
ag. [Slide. .

This is going to be a little harder to read from w here you are sitting
so I'll describe it. It is a table prepared for the first stud);f 1 digd for the
Joint Economic Committee published in 1976 which gave the equa-

tions whereby the relationshir nas computed between these sources of
!

mortality and mental hospitalization and imprisonment in the United
States.

Keeping in mind per capita income changes, employment changes
and m}]atlon changes and other coutrols, the significance of this chart
is simply that we can, reasonably well estimate from these equations
how such factors as unemployment relate rather specifically o the
sources of morbidity dnd mortahty holding constant other factors.
[Shde.] .

This chart is also taken from the earlier Joint Economic Committes
report and indicates for the years rouihlly 1940 to 1973 the percentage
change in each of these types of pathology for 1-percent increase m

Iy
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the unefnplo;, ment rate. For suicide, for example, 1t was 4.1, for State
mental hospital admussions altogether, 3.4 percent; for State prison
admissions a 1-percent increase in _unemploy menm
_equivalent 4-pcrcent_increase in imprisowment, for homcide, it's
5.7 pereent, for cirrhiosis of the liver it's 2 percent, for cardiovascular
renal disease mortality, aroufid 2 percent, and for total mortality for
the Nation as a whole, around 2 percent.

Representative MitcueLL. Ordinanly I'don’t do this but I'm afraid
I might forget 1t. Is the correlation fairly constant between all cate-
gories® For example, the correlation between suicide and unemploy-
ment, does 1t correspond roughly to the suicide rate across the board?

Mr. BREANER. [ don’t*know whether I have understood you,.but
let me try to answer.

Representative MitcuerL. It’s kind of rough for me to see,

Mr. BrRenner. T know 1t’s distant from the viewer. During the
perniod 1940 through 1973 —1973 was the last year for which data
were available for mortality patterns for the country. During the
peniod 1940 through 1973, according to the equations we saw earlier
and controllifig for inflation and changes i income dnd other relevant
variables, Wxtl% & 1-percent hypothetical yncrease i unemployment,
we would have, let ys say, a 4.1-percent increase ih the suicide rate.
Those figures ure also given in the article. There*$ a table, suicide, in
this case, which occurs at the middle of the chart in your last column,
-our right-most column, occurs as a 4.1-percent increase. I'm sorry.

ave I answered you correctly? ” ~

Representative MiTcHELL. Yes, because I picked it up on another
table. When I looked at your levels of significunce on table 4 1t pretty
much answers the question that I was a~king.

Mr. BreExNER. Yes, These are statistically sizmficant relations
throughout the period. .

Representative Mitcnerr And they remamn fairly constant with

- each category?

Mr. BeexneR) That is correct. This is the result of that genersd
study. The Joint Economic Committee egonamists sub-equently went
on to attempt to compute dollur costs for ho-pitalization, morbidity,
loss of productivity, inpri-onment--the kinds of numbers that you
were glving earlier as you introduced the se-ion, Congreg-man
Mitchell. [Shide.} ”

} And as a result of thut effort, they were able to cdmpute for epch

of the major categories the total cost for a 1.4-percent increase —the |

1.4 perceot which for instance occurred d;xé‘]m' 1970 would hypo- .

thetically be equivalent in those terms to ~ofncthing on the order of ,

36.6 billion in costs if we were to evaluate that in dollar cost terms. ¥

There ure muny, however, who object to this latter kind of analysis

to attempt to puf these in dollur terms, not only for the types of

changes that have occurred in the relative evpenditures in these

aress but because there's something not quite humane about dealing
with the social costs 1n <imple dollar values. [Shide.]
This 15 the la-t thing I'll <how. It 15 «ome of the more recent work

I have been involved in. Looking ~peafically at y outh unemploy ment,

this is the simple computed difference chart between the youth and total

unemploymentgates. We can -ee that relative to the total unemg;lo -
ment rate the youth unemployment rate has dimbed at a mrf}'

steady pace, almost hneutly, since prior to 1950, since World*War 11,

IShide.)
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. The next chart shows the rutio of youth unemployment to total
unemployment from 1947 to 1976. We huve found within the last
several months that 1t 1s this particulur ratio, the rafio of youth té~
total unemployment that is most —as uncinploy ment méasurements—

—

most severely invélved Tn the grest vuriety of aggression and crime

Statistics. [Slide.]

Again, you will ot be able to see thus becuuse 1t turns out to be too
smah on the chart, but what we huve here are a series of equations for
sources of mortality pertaining particularly to youth suicide, homicide
automobile acaident mortality, in which this ratio of youth to total
unemployment pluys a highly significant part. So that we can apply
the sume kind of statisticel meusures that {lou saw 1n evaluating the
impact of unemployment, purticularly in this instance for youth, to
the crimimal justice measures [Shide | .

This 1s «n equivalent chart to the one you saw earlier relating & 1-
percent change—in this case to a 1-yercent change in the ratio of youth
to total unemployment—to a variety of sources of aggression and
criminal activity that particularly pertain to youth mortality—in the
homicide area, the motor vehicle accident area, and suicide aress, for
personal injury, including assault, hom:cide, forced rape, and & vanet
of crimes to persons.'Aﬁ sources of data that are pertinent to this
problem we used ranging from crimes known to police to arrest rates
to actual mortality data with statistics with very much the same kind
of results. .

For instance, the arrest rate for assault_for the United States over
the period 1947 to 1976 Tor the age group 15 to 19 has tended to in-
trease by 6.7 percent with™a 1-percent Incresdé JO_the youth to total
Unemployment ratio_For 20- to 24-year-olds, 1t’s a little hugher. It’s
7 2% percent. For criminal honjicide, ;t';con&derablff higher for that.
For the 15- to 19-year-olds, the incresse in crim:nal homicide 1s 12.2
percent, Tor 20710 Z4-year-olds, 1t’s 17,2 percent That is the general
runge of the types of lelﬂings thal on & national statistical basis we
Ttend to observe. {Shde,
= ThisTs a picture of the attempt to pred:
male juvenie honnade mortality rate u
which inrludes the youth to total unem
line 1s the actual juvemle homicide mgftulity rate and the dotted Line
1s our expected rate bused on the eqfiition [S{xde.]

The same kind of approach here for the rate of crimes known, 1n this
case the crime of robbery, whtere the predictor 1s our overall model, and
the key variable is the youth to tota{ unemployment rate. [Slide.]

The samne for puto theft. .

That 1s the end of the shdes The point of viewing the material in
this way ruther than simply looking at the numbers is one that I be-
lieve pets something of a sen<e of the reality of the actuul movements of
these duta through time coincident with changes in the economy,
purticulurly with those bearing on the issue of unemployment.

As a very lust point, in answer to questions that you put to me in
your letter of October 23 a<king specifically whether the<e kinds of
data could be dispgizregated to reflect age, recion und further nonwhite
racial breukdowns, the answer is certainly “Yes.” It's simply a matter
of conducting such a study One could do this by Stutes or regions of
the United States, by ity of any size or type, by white, nonwhite

1o this case the nonwhite
g a multivaried predictor\
yment rate ratio. The black




‘ . 16 .

g .
i : ~ e
breakdowns, or fwithin a nonwhite category black versus oriental.
These data are available certainly for mortality, for criminal justice
data in most instances, especially for arrests and for mortality we have
them for white and nonwhite breakdowns. So such studes could cer-
*  tainly be done. That would be?)ar_tlculurly relevant to the last portion
. of the testimony 1n the forth of this article which contains an updated
model of the one that T used in the earlier testimony and report for the
Joint Ecopomic Committee which includes one other major factor
whichis r&gld economue growth, which for many of these in(jlcmors of
. pathology hes turned out to be.a rather damaging source of stress
.condition of unemployment, inflation, and rather beneficial features
for the long-term economic growth. Thank you.
. [The prepared stflement of Mr, Brenner, entitled “Influence of the
soncin] ]nvxroqment on Psychopeathology. The Historc Perspective,”
follows: : .
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PREPARED STaTEMENT oF ANN DrYpEN WITTE
* Unemployment and Crime Insights From Research on Indintduals

Most recearch on the relation:hip between unemployment and crime, such as
Professor Brenner’s, has used data for junisdictions (e g, cities, states, nations)
rather than data for indiviqyals (Such éata i> referred to as aggregate data since
Its observations are obtasined by the aggregation of data for individuals in the
Jurisdiction ) Yet, the theory and intuition which lead us to believe that un-
employment and erime are related 15 based on belief> about the way in which
individuals behave Re-carch u~ing aggregate data 1= only able to provide reliable
incight- about ndividual behavior If certamn restrictive assumptions hold. In
practice, the a<cumptions necessary to make inferences concerning individual
behavior from aggregate data rarely hold Thus, in order to truly test our theories
conccrning the way in which unemployinent affects an individual's tendency to
commit crimes, we must use individual data.

To date, there are two distinct types of research which can provide insight into
the way in which unemployment "affects an individual's criminality. The first
type of recearch has Leen mainly theoretical and has been corcerned with the
nature of labor markets for individuals committing crimes and with the way 1o
which labor markets affect~ crinunality. This type of research is reviewed in
Section 1 and 2 below. The second type of recearch, <urveyed in Section 3, has
been largely atheoretical and is de-igned to evaluste programs to improve the
labor market performance of criminals After surs eyving each type of résearch we
will, 1n Section 4, combine in-1ghts from both and at<ess what we know about the
(rielatmnshlp between unemployment and crume from studies which use individual

ata.

1 THE NATURE OF LABOR MARKLTS FOR THOSE CONVICTED OF CRIMES

Our knowledge of the nature of labor markets for these who commit crimes
cornes mainly from re~garch on the labor market performance of prison releasee,
generally parolees The labor market performance of Federal parolees (Glaser,
1964, Pownall, 1969), Massachusetts parolees (Evans, 1966, 1968, Cook, 1973,
1975) Michigan parolees (Hardtn, 1975 and Borus, Hardin and ‘I‘erry, 1976),
North Carolina pri-on releasees (paroled and unconditionally relea<ed) (Wittey
1975, Whtte, 1976, Witte and Reid, 1980), Wicconsin parolees (Feyerherm, 1976)
and Canadian releasses (Waller, 1974) have been studied 1n detail,

The situstion of a correctional releasee immediately after release depends on the
nature of hi/her correctional experience, the type of release (supervised or un-
supervi-ed) and the availability of family and community services, Probationers
and releacees from community correctional facilities Zcnerally have establiched
labor market ties (if they ever will) and are relatively well prepared to cope with
freedom as their activities have generally not been greatly constrained by their
correctional experience Parclees\gencrally have a Job prior to release as having a
Job 1s often a prior condition tu garole Generally, the jobs obtained by parolees
are of a low wage, low «kill nature and parolees often experience substantial job
inctahility as they <eek to improve their ?abor market ?o&mon. The labor market
position of unconditional releasees from prison and jails 1s perhaps most difficult
although the e-tablichment of work release, prison industries that pay wages and
pre-release programs has eased their plight 1n some areas Such mdlvldua%s have
few resources other than gate money,' and are, thus, usually forced to sccept the
first job offered. ro X

Existing evidence seems to indicate that employ ment for correctional relaasees
depends on the conditions in local labor markets Evidence surveyed by Cook and
Witte seems to indicate that prison releasces have httle trouble ﬁ:ndmg jobs
although the jobs found are usually rather dismal However, Feyerherm's study

‘of a cohort of Wiscongn parclees during the 1974 recession found that only half of

the releasees studied were able to find full-time employment within & month of
release. Y

Most studies find unemploy ment rates for prison releasees which greatly exceed
thuse for comparable population groups However these studies generally find, 1n

*Glaser (1964, p 319) found that 8% percent of his umyle of Federal releases had
no external ravings and the medlan ravings of the remalning 15 percent was $433 Pownall
(1969, p 182) found the median amount of cash possessed by men in his post-release
survey was only, $50 Individuals who have been on work releaxe are often considerably
better off Men in Witte's work release anmgle bad savings from the work release jobs

wbich averaged over $400 on release (Witte, 1576, p 36).
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contrast to Feyerherm, that unemployment does not usually result from an in-
abibty to find & job, but rather from short periods of letsure, job search and 1llegal
activity between frequent job changes.

Jobs obtained by prison releasces are generally low skilled and often transient
in nature. Witte found the jobs on release of 54 percent of the North Carolina
¢ releasees studied to be eclassified in the three lowest skl categones of the U.S,

Department of Labor's occupational classifications. Even an a igrage three years
after release, 39 percent of tgese prison releasees still occupned\fobs that were so
classified. As a result, at least partally, of low skill, employment tends to be
concentrated in large manufacturing industries employing mainly unskilled or
semi-skilled labor (textiles in North Carolina, metal working 1n Wisconsin), in
services industries and eonstruction. When the jobs of prison releasees require
skills, they usually require mechanical skills rather than skills related to data or
people. Common occupations are manufacturing operative, craftsman (e.g.
painters, cement finishers) and non-farm laborer,

carnings on release tend to be low relative to comparable population groups.
Pownall found his Federal releasees to earn only approximately half the median
income of the population asa whole and Feyerherm’s releasees earrled only approx-
imately 65 percent of the average weekly wage of production workeys in Wisconsin.
Witte found that even approximately three years after release, the North Carolina
releasees she studied earned & mean annual income only 70 percent\of that earned
by all adult nales in a similar geographic area. However, these releasees earned
substantially above (2} times) the mean income of those below the poverty line.
Interestingly, the only two studies which include unconditional releasees as well
a8 parolees (Waller, 1974 and Witte and Reid, 1980), find that parolees have
significantly lower wages than do unconditional releasees. This would seem to
indicate the desireability of reorienting traditional sfipervisory activities (e.g.,
probation and parole) toward labor market improvement At the least, supervision
should not be allowed to depress labor market performance. :

As noted above, all studies find marked instability of employment among prison
releasees. Cook found the Massachusetts releasee 1n his sample to, on the average,
have 8 new job every three months “®ownsall found that his If"ederal releasees
remained on their first job a median period of only 4.1 months and on their Jast
job only shghtly longer, 52 months. Using a longer follow-up period (average
37 months), Witte found median job tenure of 10 months In general the available
evidence seems to indicate that this Jabor market instability 1s chosen, as most
job terminations are voluntary. '

Considering the previous escriptive work as a whole, one might paint the
following picture of the labor market performance of the typical pnison releasee,
On or shortly after release (within two to three weeks), the releasee generally ob- .
tains a Jow <kill, low paying job a- a manufacturing operative or nonfarm laborer
which (s)he maintains for only a short period (3 to 4 months). Through time, the
Jobs of releasees irnprove only moderately in terms of pay and skill level, The®
releasee’s employnient pattern is generally that of frequent job changes with <hort
periods of unemiployment between jobs, For many releasees (approximately one-
third), labor market activity is ajso frequently interrupted by penods of im-
priconment The low <hills and unstable work patterns of pri-on releasees mean -
o that thev gengrally eamn substantially less than coniparable general population
groups However, their annual incomes are substantially above those of individuals
below the poverty line.

A numb® of studies (Cook, 1973, Hardin, 1975, Bor
1976; Witte and Reid, 1980) have explored the determina
formance of prison releasees, These studies have
formance is most affected by the race and sex of/fhe individual, by famiial re- -
sponsibilities, by the nature of the individualy previous work experience and
current job, and 1n_some cases by the type of correctional program in which an
individual had patticipated The negative findings of these studies are at lgust as
important as the pocitive ones. Per 8ps, the most interesting of these nhgative
findings are that previous eriminal record generally has no effect on labo” market
performance and that an individual's level of education affects neithef earnings
nor other measures of labor market performance The findings of these studies
suggest both policies which are potentially effective in 1nproving labor market
performance and policies which are likely not to be effective Specifically, the re-
sults indicate that, on the positive side, programs de<igned to provide sthble job
recqrds and to pgyide full time, regular employment 1n high wage, high <kill
industries and ocfupations are likely to be effective in improving labor market

-
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performance Further, it appears that sume type of graduated release may lead
to better performance On the ne gutive side, the results rai~c considerable doubts
about the effcctiveness of traditional supervisory programs (parcle) and pro-
grams designed to unprove general educational attainment.

2. THE RELATIONSHIP BETWELN EMPLOYMENT AND CKRIME FOR INDIVIDUALS

To date, there have been few attempts to explore directly the relationship
between unemployment and other measures of lubor narhet performance and
| cnme ucing individual date Cook (1975) .provides a survey of early work and
Sickles, Sehmidt and Wltteﬂ(lg’ig) and Witte (1980) are examples of more recent
work. I have continued tu"work with individual data to «xplore the relation<hip
between labor market perfurmance and crime and the folluwing conclusions are
based on this additional work as well as work that is currently available, This
work provides con-i~tent but weak <upport for the expected inverse relationship
between wage and crime and weak, if any support, for the ex ected relationship
between unemployment and cnime To date the strongest re ationship between
labor market perfurmance and crime which has been found 1s that between em-
ployment stability (a mea-ure of cruployment <atisfaction) and crime,

As a whole these resulte ~eem to indicate that it 1< not <o mnuch individual un-
ewployment per se which causes cume, hut Lathet The Talure 16 find relatively”
high_wage _saifTyInE employ et _From this individual work 1t appears that

’ ncreases in UNETHI0Y ienTand the general reces~ign in ccondomic activity usually
assoclated with such increases may not greatly affect the level of crime directlyp
but may do <o indirectly by decrcacing the availability of desirable employment
opportunities,

AI number of sociologists and radical econonilsts have suggested that the labor

} mafkets in our economy are bccoming increasingly segmented. Desirable jobs
(primary sector job) with high wages, good benefits, employment stability, and
advancement opportunities are only open to the well truined, conforming mem-
bers of our society like those of us attending these hearings. For the less well
educated, non-conforming individuals who commit most crimes only transito y
dead end jobs in “secondary labor markets' are available. These jobs provide
elatively low income, fail to provide skill training or advancement opportunities

Zand generally breed fru<tration and/or boredom. )

The cyclical nature of economic activity during the 1970's has caused many
large firms to provide fewer primary jobs than wmﬁ(l have heen the case in earlier
periods. Fearnng fluctuations in demand and the difficulties (e g., bad publicity,
benefit payments) involved in terminating permanent employees, these firms meet
increased demand in peninds of prosperity by hening temporary em sloyees and
sending work out to relatively small vendors. When demand falls back, 1t is quite
easy to terminate temporary employees and Jdecrease the amount of work sent out
to vendors While this type of decision making 1s quite rational from the point of
view of the businesses involved, 1t means that fewer desirable jobs are generated
by high levels of economie activity than would otherwise be the case Given the
“research surveyed above, it may be this aspect of highly cyehical economie activity
rather than unemploy ment per se which is assuciafed with inc reased criminality.

Recefit work by the Vera Institute (Svindoff and Thenipson, 1979, and Rand
(Petersilia, et al,, 1977) have also indicated that the relationship bectween unems-
ployment and crime is far mofe complex than indicated by the statement ‘‘un-
employment causes crime”. This research suggests that the nature of the rela-
tionship between unemployment and crime depends on the type of crime and type
of individual involved. Sviridoff and Thompsun dentify four distinet types of
relationships between unemployment and crime, First, soine types of crime (white
collar crime, emnployee theft) require jobs if order to be possible. For these types
oftfime, one would expect a decrease rather than an iucrease as unemploy ment .
rises Second, sume offcnders mix employment and erime These individuals cither
“moanlight” in eriminal activities or use their legitimate job as a front (e g., fences,
drug dealers) For this group hike the first employ ment and crime go hand 1n hand.
For individuals mosnlighting i1n cnime, unemployment may increase criminal
activity as predicted by our simple models, however, fur those using legitimate
emplayment as a front, uncmployment may rfiake criminal activity more difficult
and may lead to decreased rather than increased illegal activity. Third,
some offenders, particularly younger offenders, appear to alternate bhefween em-

Inyment and crime For these m(’];nuhmls unemployment or dropping out of the
abor force” generally indicates a switch from legal to Negal income generating
employment rather than uncmpluyment as we nornally perceive 1ti For individ-
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/ ualg in this grogp, we wouuld expect esther a niscin unemploy ment or & drup 1n labor
force participation to be associated with increased crimunal activity. It,appears
. that it is for this group that our simple mtdel, “unempluyment causes crime’, is
. most relevant. '

+ Finally, there appears to be a small group (5 to 10 percent of pruperty r‘ﬁenders)
that are firml committed to crime a8 their primary means of suppurt. For this
roup, enemployment or non-partiapation in the labor market 15 8 way of lfe.
ve would expect no relativnship between unemployment and crime fur this group.
Note that we only expect decressed €miployment to be assuciated with decreased
criminal activity for individuals in gruup three discussed abuve and sume 1ndivid-
uals in group two. However, one might well expect a direct relationship between
he quality of job and decreased criminal activity fur sume member of all of the
%et three groups This may provide at least a partial eaxplanatiun fur the strunger
relationship founcf Letween job quality and cnime than between uncmployment

and crime at the individual level. LN

. 3. INSIGHTS FROM THE PROGRAM EVALD;AT!ON LITERATURE

Numerous progtams have-been develuped which are designed to improve an

. individual’s,economic vialbality. These programs are usually,based, at least im-
pliitly, on4he assumption that improved economic viatality will luwer criminal

activity. Careful evaluation of prugrams of this ty pe givc insight into the relation-
ship between economic via€ility and crime as well as suggesting particular pro-
grams which are hikely to be effective in lowering criminal activity. As a whole,
the results of employment related program evaluations provide only weak support
for our simple model, “unemployment causes crime.”” Huwever, these prugrams
provide somewhat more support for satisfying employment experiences and
econoinhié.viability being associated with decreased cruninal activity. \:_/

Evaluations of pretnal intervention projects which provide cmployment oriented
assistance find that such programs are more effective for adults than juveniles
and that they decrease criminality in the short, but not the long run (Rovner-
Pleczenik, 1970, Taggart, 1972). gvaluauons of vocational training and remedial
education projects in prison, parole, or probation settings have almost uniformly
found that such programs have insignificant effects on both labor market perfprm-
ance and criminality. Evaluations of work programs in prison (e.g. work rclease,
prison industries) have had mixed results. These evaluations generally show that
such programs reduce the cost of running a prison system (sbde Cooper, 1968,
National Institute of Law Enforcement and Criminal Justice, 19¢8a and 1978b)
but have reached conflicting conclusions regarding the effect of suck progranis on

. Criminal activity. On the one hand, evaluations of Calfornia’® and Nortb
Carolina's work release programs indicate that work' relcasces cuommit ither less
crime or Jess serious crime when released frum prison than do releastes who do
not participate in the prugram. Op the other, evaluativns of Massachusetts’ and
Florida's work release programs $howspo beneficial effects. We could learn much
from a thorough evaluation of why sume work release prugrams appear to reduce .
criminal activity while others do not.

In the early 1970's two new programs, transitionakaid and supported work,
aimed at improving the economic viability of released ulledders in the canfmunity
were implemented and produced prumising results, The transitional aid program
begun in Baltimore in October, 1977 by a nunprofit research orgagization provide
financial aid and job placement services to offenders in the phiod unmediately
following their releagse from prison. This program called*‘IFL (Living Insurance
for Ex-Prisoners) carefully selected a pool o? “high risk” nun-addicted, property
oftenders from Marylang Corrections Department releasees returning to the
Baltimure area. An evaluatiun of the effects of the prugram indicated (1) individ-
uals recerving only Job placanent services had nether better empluy ment records
nor criminal records tﬁ&n those who reBeived no services, and (2) that those
receiving financial aid had no better employment records, but did have signifi-
cantly fewer arrests for pruperty crimes. A benefit-cost analysis (Mallar and
Thornton, 1978) mdxcau‘«f)that we a3 a soclety were better off having made gay- .
ments to the releasees that not having done 50 the social bonefits of the LIFE
program exosaded its social cost. .

he supported work program, begun in New York City in 1972.by the Vera
Institute of justice, provided subsidized employment in a “low stress’” environ-
ment for ex-addicts meeting certain requirctents. In the support work program
the ‘“treatment’’ is work itself 1n a supportive envirunment that features graduate
stress, peer support and close supervision. The program also features special
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challenges, for example, offering cash bonuses or “peychic rewards” for good

performance, jn an attempt to wean partiapants for old habits inappropnate to
work life.? An"interim evaluation of the program effects indicated that ln&uduals
who participated i1n the program sarned more, required fewer welfare benefits
and wese arrested less often than controls, Further, as was the case for transmonai
aid, a benefit cost analysis indicated that the social benefits emanating from the
grogrl:;n substantially excecded social costs. (See Friedman, 1977 for additional

etails). PRy y
* Duegartially to the above favorable evaluations, but probably due more to the
attrac ness*of economic appruaches to crime to an increasingly conservative
national mood, both the transitional aid and supported work programs were
rapidly expanded.' Fortunately, these expansions were subject to careful- ey
perimental evaluation and at least partial results are currently available. Un-
surprisingly, the nature of Loth prugrams were substantially modified during
expansion. We will discuss each expanded program in turn and the evaluation
results currently available. \ -

The transition aid program, renamed TARP (Transitional Aid Research
Project), was vperated in Georgia and Texas by the State Department of Correc-
tions and Employment Security Offices and made available to 1ndividuals released
from jail and prison between January and July 1976. This program made
transitional aid payments available to all Department of Corrections releasees
returning to areas with Emnployment Scrvice Offices (mainly urban areas) and to
selected groups of those returning to areas of the state without such offices. There

« are a large number of differences hetween LIFE and TARP, two are particularly
impurtant. Figst, while under the LIFE program, employment and legal earnings
.merely deferred payments, under the TAﬁP program, employment and legal
earning actually decreased payments. Thus, while the LIFE program gave few if
any wurk disincentives, the TARP program provided often large incentives not to
work. Secund, TARP payments were given to all eligilile releasees while LIFE
payments were given only to non-addicted, propert{' offenders. Evaluation results
indigate no wgnificant differences in criminality between individuals receiving
transitional mg payments and those who did not. Further, individuals receiving
transitional aid were found to work less and earn lower incomes than individuals
who received no aid. This latter «ffect is probably the result of the work
disincentive 1n the TARP program noted above. When the work disincentive
effect §f transitional aid payments is contrulled, evaluation results indicat® that
releaseps 1n Texas, but not Georgia, who recerved transitional aid payments had

aignmifieantly fewer property arrests than individuals »who received no such pay-
ments. (See Rossi, Berk and Lenthan, 1980 for addjtional details.)

The <upported work program was expanded onginally to thideen cities and to
include three target groups 1n addition to ex-addicts (1) women who had received
AFDC welfare payments for substantial periods of time,,(2) prison and jail re-
lea~c es, and (3) young schonl drop outs, The program was administered by diverse

 groups 1n the vanous location ranging frum governmental hodies to non-profit
cominumty groups. While the exact program and nature of job avalable varied
from location to louatiun, the new programs were guite <unilar to the origtnal.
Re-ults for the first cightéen months of the expanded program are currently
available (Maynard et al. 1979). Foyp ex-offenders they indicate significantly 1m-
proved labor market pufurmunce\gnly during prougram participation although
significant welfare payment decreasts continue even after ex-offenders leave the
program. There i€ no significant decrease in repourted criminalzactivity for ex-
offenders either while they are in the program of after termination. However, ex-
addicts participants do sigmificantly decrease their crm"fﬁmivlty. These results
are dirappointing for ex-offender Lut support the onginal reNlts fur ex-addicts,
Final judgment must await final results which will urﬁy Le available later. Sume
additional ~upport fur providing supported work environments comes from a
recent esaluation of the job corps (Mallar, 1979). The evaluation found significant
decreases in Arrests for corpsinen after prograin completion,

Taken as a whole the program evaluation hiterature supports condlusions sirrular
to tht mure theoretical hiterature surveyed in Scctions 1 and®2. Unerploy ment per

se only appears to be weakly related to cniminal activity. However, r(mlql_y]g”

work experiences and economic viability appear to be more strongly nssociate

“_ with decreased ciminal activity. .

v —

*This dencription was glven by personnel of the Vera Iostitute of Justice who ran
the original supported work program'
) N
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4. WHAT DO WE KNOW ABOUT THE RELATIONSHIP BETWEEN EMPLOYMENT AND
’ CRIME FROM STUDIES OF INDIVIDUALS?

N

The literature surveyed above ig highly diverse and as a &hole Pr(;v:des only
weak support for our simple model “unernployment causes crime.’ Rather, ths
literaturé indicates that if we are to understand the relationship petween employ-
4 ment and crime We nust narrow our perspective in some ways gnd broaden it in
i others First, we must broaden our erspective in the sense that ye must consider
i the whole 1ssue of economic vmbilxl)ty, rather than just employfment per se. In
g addition, we must consider thequality of job as well as simply whether an fh-
in the sense that
crime varies with the
| > employment may Jead

to violent crimes simply bet ause unemploy ment allows moré\time for interpersonal
i
'

L s

contact in non-structured environments, and often dauses greater family stress.
Unemployment may lead to less w hite collar crime and e loyee theft because of
lack of opportunity, but to more traditional (e.g., larteny, robbery) property -
crime and other illegal activities (e g., gambling, drug sales) as individuals sub. v
stitute 1llegal for legal employment. .
Individual research provides more support for the potential effectiveness in

reducing ¢aime of either providing economic viabili directly (e g., cash pay-
mehts) or'proyviding revfarding work experiences (e.g?%fpormd»“ork, desirable
jobs) than for simply reducing the uncmployment-rate Mowever, the relatively
wide cyclical economic swings which we have experienced during the 1970’s may
be at least partially respansible for the failure of more criminals and potential

- criminals to obtain desirable jobs Thus, it appears fram the research to date that .
unemployment may increase crime both directly and indirectly. Individual re-
search to date indicates that the direct effect of unemployment on crime may be
quite small and limited to that relatively small group of individuals who alternate
between legal and 1llegal employment However, this individual reseapch also
indicates that theindirect effect of highly cychcal economic actIvity may ie much
greater. Such eycheal economic cdnditions appear to decrease the number of
desirable jobs w hich ouy economy provides. From ex&nng research, it appears that
it is possession of such desirable jobs that hgt a major effect on an individual’r
eriminality no¢ simply employment per se.

]
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Mr. HawkiNs. Ms. Baum, do you have any comments to make?

Ms. Baum. No, thank you, Mr. Chairman. :

Mr. Hawxkins. The first witness before the subcommittee today is
Mr. Jesse Brewer, deputy chief, Los Angeles Police Department.

Chief Brewer, it is with personal satisfaction that I welcome you
as the f}rst witness today. We are fully aware.of your distinguished
career In law enforcement and I am sure Mr. Washington, from
whose city you migrated sometime ago, is delighted also to renew
acquaintanceship with you.

I wish to commend you on the récent appointment to this impor-
tant post in law enforcement in Los Angeles. I have yet to hear one
individual, either im the community or in the law enforcement
field, who was not gratified by your promotion to this particular
position. N

While we rely heavily on the law enforcement commiunity and
look forward to your contribution in this particular field, I realize
that we have to assist also. I certainly want to pledge to you the
full cooperation and assistancg. of this subcommittee in terms of
trying to make your job a litfle easier, if that is possible. We
handle perhaps as many complaints as you probably do, and cer-
tainly we join with you in a partnership in trying to do construc-
tive things in order to eliminagé the rising crime rate that seems to
afflict our local community and flumerous communities across this
country. b
STATEMENT OF JESSE BREWER, DEPUTY CHIEF, LOS ANGELES

POLICE DEPARTMENT

Mr. BRewer. Thank you very much, Mr. Chairman.

Congressman Hawkins, Congressman Washington, and Congress-
man Peyser, I thank you for the opportunity to appear before you .
this morning. I, want to give you my responsibility on the Los
Angeles Police ﬁepartment first

The city of Los Angeles is divided into four geographical bu-
reaus—Valley, West, Central, and South. Each of those bureaus is
responsible for all law enforcement operations within that particu-
lar bureau I am the commanding officer of the South Bureau. My
bureau falls primarily south of the Santa Monica Freeway and it is
divided into four geographic areas—Southeast, Southwest, 77th,
and Harbor.

We also have a traffic division which operates out of Harbor, but
it covers the entire South Bureau.

My pirpose today is not to show that the unemployed are more
prone toward criminality, hence the high crime rate in the inner
city. Rather, my goal is to show some correlation between an
increasing crime rate and an increase in the unemployment rate.
My frame of reference will be local~thescity of Los Angeles—its
problems of increasing crime and an unemployment rate nearly as
chronic as the national problem.

I have been a resident of this city for almost 30 years and have
observed first hand the early growth and subsequent deterioration
of many business establishments located in its economically de-
prived areas I have vivid memories of thriving business establish-
ments in the areas of Slauson-Vermont, Broadway-Manchester,
Vermont-Manchester, Santa Barbara-Crenshaw, and Florence-Ver-
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mont. Today, the blight and deterioration of these areas are evy
dent, even to the nonresident casual observer. Business failures are
obvious. The decline of shoppers to support those busfnesses is
evident.

These"shopping centers have been displaced by the growth of
modern suburban shopping malls where commodities are more rea-
sonably priced and shopping is carried on in a more secure atmds-
phere. I believe this flight to suburbia and the,resulting business

. failures are at least partially attributable to the growing crime

problem in these areas—problems which have created increasing
business costs in terms of insurance and security measures.

This crime problem I am ggferring to is occurring in that area of
the city located south of the Santa Monica Freeway where the
crime rate perennially exceeds that of the total city. For example,

—citywide in 1980 compared to 1979, the violent crimes of homicide,
robbery and aggravated assault increased by 18, 20, and 12 percent
respectively These same crimes in South Central Los Angeles in-
creased by 31, 24, and 26 percent respectively in 1980 compared to
1979.

I think the domino effect of crime on unemployment#n the
ecorynically deprived areas of the city is a reality. Increasifig
crime has a djrect relationship on increasing business operating
costs These costs in turn contribute to the failure and closure of
individual business establishments. Business failures in those areas
reduce job availability of area residents, many of whom work
where they live. -

As ,a consequence, residents must seek employment in other
areas of the city, which creates a separate problem for most—
transportation. Few of these people have adequate private trans-
portation, and the public system offers little ‘assistance in reaching
potential areas of employment in suburbia.

What is the result of this dilemma? Massive unemployment in
the lower socioeconomic areas of the city.

I have seen the reality of this phenomenon in my 29 years in law
enforcement in thig city. Throughout the years, I have witnessed
the growing numbers of the unemployed loitering and wandering
aimlessly about the streets, particularly in those same economic
areas In my view, these numbers have increased in recent years in
the city of Los Angeles, much as the crime rate and gang related
activity have shown an increase.

For example, the 1980 annual unemployment average [7.4 per-
cent] for the city increased 1.2 percent over the 1979 figure.of 6.2
percent Although I have no substantiating evidence, it is generally
conceded by some that the unemp’rcbg:nent rate in Sguth Central
Los Angeles is three to four times hjgher than that s Angeles
County, which as of July 1981 was 7 percent. It i¥ my personal
belief, although no supporting evidence exists to my knowledge,
that the lack of jobs contributes to the gang relateéd violence in the
lower economic areas of the city. I feel very personally that some
kind of activity, positive and productive, would divert these young
people away from that gang violence. :

In summary, I believe my original premise is supported by the-
crime and unemployment statistics previously given and by nearly
30 years of personafrobservations of the changing demographic and

Q

J
o

9.
. A

(x



25

economic conditiehs within the city. I do not beligve the reverse
premise would come true—that a reduction in cririe would neces-
sarily be followed by a decreasing unemployment rate. The prob-
lems of crime and unemployment are too complex for such a sim-
plistic solution. I only hope that I have succeeded in motivating the
members of this subcommittee toward a unified effort on a nation-
al level to solve these paralyzing socia} ills.

That is the’end of my statement. If you have any questions, I
would be happy to respond to them.

Mr. Hawkins. Thank you, Chief Brewer. y

The subcommittee is seriously concerned, as you well know, with
the impact of budget cuts in various programs—housing, health,
job training, and so on, and how this may increase criminal activi-
ty, among other social disorders, -

We are fully aware, as I think Mr. Peyser just indicated, of the
impact of the cutback in CETA on the youth program here in the
Museum of Science and Industry, just to cite one such example.

Assuming that these cuts, which will become effective in Octo-
ber, are felt within the community of Los Angeles—that is, that
marny of the social agencies, such as the community health facili-
ties, the juvenile delinquency program, other such programs deal-
ing with gang violence, and the various programs within the city
schools that also deal with the problem—would you anticipate that
there 'may be an adverse impact on the question of law enforce-
ment, that this will in some way impact on the ability of the police
department to deal with the serious crimes that are ordinarily
committed, or even the street muggings and petty robberies and
the other activities identified with the gang activity?

Mr. BREWER. Yes, Mr. Chairman, I believe it will have an ad-
verse impact upon law enforcement. As you probably know, the
department itself has been cut back because of the cuts in the
city’s operating budget. So, therefore, we are really operating
under strength of what we think will be an adequate number of
police officers on the street to create a deterrent to some of the
criminal activity that takes place. -

But more importantly, I think that young people, if they are
working and if they are involved in programs that take them off
the streets and which keep them focused and directed toward
making something of themselves to give them some self-respect, |
think that as long as we keep them involved in.those kinds ¢f

pursuits, just that in itself will be a detriment to the kind "of

criminal activity we see today.

Most of the young people who are involved in gang related
activity in my part of the city are unemployed. I feel that because
of the faet that work and education would take up most of their
time, it would leave very little idle time for them to become in-
valved incriminal activity.

Mr. Hawkins. Do you make any distinction between just a job
and the quality of the job? It has been stated that there are various
employment opportunities available in Los Angeles. This generally
refers to low paying jobs at or near the minimum wage and jobs
that are not classified as skilled jobs. ~

Do you believe that there is some distinction that should be
made between this type of employment and a type of employment
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opportunity for an individual at the low scale which would allow
that individual to advance, so that the hopa of eventually achieving
a skilled and a'hlgher paying job will be held out to the youth and
to others who are seeking employment? °

In other words, ig any job to be classified as a type of employ-
ment opportunity that would be conducive to, let us say, reducmg
criminal aggression?

Mr. BREwER. Yes, Mr. Chairman. I feel that it is important that
they have jobs avallable to them that will give them some future,
either in training, in obtaining a skill, or at least give them some
hope of progressing upward into possibly more pay and providing
them with a skill that they can use in later life. I feel that is very
important, Mr. €Chairman.

Mr. HawrkiIns. Thank you.

Mr. Washington.

Mr. WasHiNGTON. Chief Brewet, it was a pleasure reminiscing
with you this morning about Chlcago and some of the people and
places and programs and landmarks, many of which.you would not
recognize if you traveled back there. All I can say is that Chicago's
loss is Las Angeles’ gain, but we would like to have you back.

Many of the things you said about this area, of course, apply
our old home of Chicago. Let me ask you this. You state that there
is a correlation between high unemployment and the incidences of
crime, particularly in the econdmic area. Do you detect among the
people who frequent your workshop and your establishment also, a.
lack of training as well as lack of unemployment? There is a
correlation at that level, too?

Mr. BREWER. Yes, there is. Most of the people we deal with—and
I am talking about the people we have to introduce into the crimi-
nal justice process—are people who normally do not have proper
education, who are high school dropouts, who lack the basic skills
to apply for a job and hold a job, and who do not recognize that it
is important that they be punctual or that they provide 8 hours
work for 8 hours pay. Those are the kinds of people that we deal
with day in and day out.

Yes, I agree with that, Congressman Washington.

Mr. WASHINGTON. ThlS is a subjective question. I suppose most
conclusions one could draw in this area are relatively subjective.
But even from the vantage point of your position, where you see all
sorts of examples of social disorganization, would you hazard a
guess relative to the ambitions and desires of the people whom you

‘are forced to deal with?

. I am thinking primarily of the young people. Is it your feeling
that perhaps if job opportunities were opened up instead of cut
back, and more importantly, if there were adequate job training
opportunities available, what would your response be relative to
that? What would happen among the percentage of people whom
you have to deal with? Would there be more ambition, more inspi-
ration? Would it provide a sort of succession effect to pull people
out of the level of social disorganization and crime they are in
now? And if job and job training opportunities were increased
rather than cut back, would it pu"ll those people into gainful em-
ployment? .
ha -~ '
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Mr. Brewer. 1 am willing to hazard a guess. I believe that
certainly that is an important factor in diverting people to a life
without crime, a life that they feel that they have some respect for
self and, therefore, that they can go out and earn enough money to
live comfortably as other people do in this society. )

So if they have no hope and they do not see any hope on the
horizon, then I think they do become involved in criminal activi-
ties, We they still have the same aspirations, they still want
the sam€ luxuries that anyone else wants, that is, a nice car, a
place to live and clothing to wear. If they feel that they are unable
to obtain those things legally, then I can see them getting involved
in criminal activity.

Mr. WasHINGTON. So motivation is clearly a factor?

Mr. BREWER. Oh, yes, very definitely.

Mr. WasHINGTON. There is also a negative effect. If it is per-
ceived that opportunities for jobs are lessened, if it is percejved
that avenues toward higher education are cut back, then it follows
as night does the day, more or less, that people are less inclined to
lift themselves up?

Mr. BRewer. That is correct.

Mr. WasHINGTON. And they resort to other survival methods of
sustaining themselves, usually a crime of an economic nature”

Mr. BREWER. Yes, sir.

Mr WasHINGTON. We talk about crimes of an economic nature.
There are other spinoffs, too. Family disputes, gang warfare, and
all the other incidences of crime which are not necessarily eco-
nomically based but perhaps economically motivated?

Mr. BREWER. That is correct. I agree.

Mr WasniNGgTON. I think the conclusion you arrived, at would be
perhaps true of other cities, particularly your old home of Chicago

I yield, Mr. Chairman.

.Mr. HAwKINs. Mr. Peyser. <

Mr. Peyser. Thank you, Mr. Chairman. .

Chief, 1 enjoyed your testimony. Not enjoyed it in the sense of
hearing what you had to bring out, but in learning something from
it.

'

~

One of the things that'I found out in cities and-in the country is
that one of the great motivating factors on people doing something
gets into dollars. I am interested if you have any estimates or any
ideas of what is the cost to Los Angeles, of crime? Has anybody put
a dollar price tag on what crime really costs Los Angeles? I would
be interested to hear your comment.

Mr. BREweR. I have never heard of a dollar figure placed on it,
but I am certain it is prohibitive. Crime costs us in so many
different areas. In terms of crime committed every day in our city,
we pa¥ many, many ways—in additional costs of the merchandise
that we buy because of the necessary costs of insurance, of security,
and so forth. '

I would like to restrict that to just the south end of the city, if I
could, because I am more familiar with that. In just about every
business establishment in the gouth-central portion of the city, 1
see security guards who are present with arms, and I am sure they
are there to prevent criminal activity. That is not free, so there-
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fore, the merchandise that 1s being sold by that particular business
has to be increased in cost to the customer.

There are many other ways in which we pay. We have to pay
extra for the insurance on our hom® and the valuables therein.
We pay extra in cases where we purchase burglar alarms or even
put bars on the windows on our homes. We pay in terms of lives,
because in many cases in the past couple of years we had, people
who would have lost their lives because of those bars in place

hich prevented their escape in the case of fire.

I think the cost of crime is prohibitive. I could not begin to tel]
you what 1t costs I am sure it does not end. =

Mr Pevser. I think the point that I am making, and you are
making 1n your comments, becomes very critical because, as I said,
nothing moves local governments or people—whether it is subur-
ban communities or the inner cities—more to start doing some-
thing positive if they.begin to see that the cost of what they are not
doing is getting higher and higher dollarwise, that it would be far
cheaper to have people 1n productive jobs and working than it is to
have them not working and paying a mugh higher price, to say
nothing of human—and I am not getting iffb 'the human problems
and equation that 1s involved—)ust the pur® dollar-and-cents point
of view,-

The cost of prisons, for instance I have no idea in Los Angeles
what the situation in your prison population is, in the cost of your
prison operation I can tell you, going to another area, so your
suburban areas do not think they are excluded from this problem—
I represent as well as parts of New York City, I represent West-
chester County in New York. Westchester County 1s looked on, and
in fact is prog’ably among the more affluent areas of this country.
Yet Westchester County is facing a major problem now in prisogs.

I don’t know if it was reported out here, but recently in Valhaﬁa,
N.Y, in Westchester County, they had a major riot, a major burn-
ing and destruction of the prisons there due to overcrowding. The
overcrowding costs are tremendous. Now they are faced with the
question of having to—under orders—to create either new prisons
or find other ways of handling the criminal population. One of the
immediate responses has been to release over 300 prisoners who
were not under their sentences ready for release but simply to
reduce the numbers of the people in prisons.

There 1s a real dollar cost to this, and I would suggest that as
much as possible in your capacity, that you might begin to find in
the city of Los Angeles, begin to find a way of equating and putting
some dollar’ﬁgures,éercause that 1s a very motivating factor, be-
cause I am convinced from every element, human and economic,
that if we can get people to work, you reduce the cost of crime,
which is really what you have said very plainly, only I am trying
to get you perhaps, and the city, to begin to look at dollars on this
so that much of the public and business community will begin to
say, “Look; we better get these people to work."

Mr BRrRewer [ agree I am sure if the public was aware of those
costs, direct and indirect, ] am sure they would respond and possi-
bly give us more resources to try to stop crime at an earlier age as
far as young people are concerned, as far as criminality is con-
cerned I feel very strongly that we are going to have to begin with
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the very young. We are not doing that yet, to try to divert them
into positive pursuits and to keep them out of criminal activity. We
have to start that sooner or later I do not think we have enough
resources to do that now.

You are right We are right now creating criminals, so to speak.
They are growing older and at some point in their lives, they are
unsalvageable. That is my personal feeling. I think we need to get
on with the business of working with the young, people before we
can have some possibility of success in diverting them from crimi-
ndl activity. ' ‘

Mr. Pevser. Thank you, Mr. Chairman.

Mr. Hawkins. Chief Brewer, you made one reference, which I
would like to have some amplification on concerningi}zé present
position of the police department I think you indicated that there
had been some reduction or failure to expand the police force due
to recent action by the voters both in not making_additional
morreys available at the State level and also, as I recall, voting
down a ballot proposition that would have made moneys available
to increase the force.

Would you amplify that a little as to just where we are in terms
of expanding the police department? .

Mr. BREwER. Surely, Mr. Chairman.

I think prigr to groposition 13, the department’s authorized
strength was almost 7,500 sworn police officers. As a result of the
cutbacks that were caused by the reduction of funds available
through the tax process, we reduced our strength from 7,500 to
7,146, which is our present current authorized strength.

However, because of the lack of the bailout funds which the aty
had expected from the State of California, we are having to cut
back even more Now the strength is going to be set at 6,900, which
represents approximately 200 employees fewer than we thought
was an adequate number of people to carry out the department’s
responsibilities,

So, yes, the department is operating under strength. We are
cutting back in sworn personnel. We are cutting back in civilian
personnel. We are also cutting back in the equipment that we need
to carry out our responsibilities.

Mr Hawkins It doesn’t give very much of an optimistic outlook.
If we are in a position of cutting back on law enforcement to that
extent, projecting the buildige of more prisons and jails—as Mr.
Peyser indicated—it would¥seem that unless we begin to direct
attention toward the creation of more job .opportunities, better
housing and education and so forth, it would seem to me that we
are closing the avenues toward reaching a solution to the problem
of preventing crime in the first instance.

you see any other direction in which we can look? I apticipate
that we will again have a ballot proposition to build a few more
Brisons in the State, which for all practical reasons may be needed,
ut this does not seem to indicate the solution that the average
citizen looks forward to in being made safer on the streets in Los
Angeles, ] 3
r. BREwER. You are absolutely right..We are looking at a
’;Froblem that is here and now, today. We are dealing with 1t with
inadequate sources So therefore, L can see the problem growing,
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and we are not providing enough rgsources at the early end of the
problem, where the problem begins Therefore, you have the effect
of an escalation, a multiplication of the problem, I see.

Yes, we are trying to stem the tide, you might say, today That 1s
about it.

Mr Hawkins Well, again, Chief Brewer, we wish to thank you
for your presentation this morning Certainly you made a distinct
contribution to the work of this subcommittee and we deeply ap-
preciate 1t.

Mr BReEwEeR. Thank you very much

Mr. HAwkins Thank you.

The next witnesses will constitute a panel I will call their
names As I do, I would appreciate 1t 1f they would come to the
witness table

Ms Othelia McFadden, Los Angeles Service Employees, Union
Local 434; Judy Solkpvits, president, United Teachers of Los Ange-
les, Mr Ted Watkins of the Watts Labor Community Action Com-
mittee, Mr Roy Escarcega, East Los Angeles Community Union,
and Ira Handelman, Young lsrael Community Deselopment Corp.

This panel will discuss the impact of budget cuts on public serv-
ices, community economic development, and employment. We will
call on you, ladies and gentlemen, in the order in which we called
you to the witness table We will begin with Ms. McFadden, Los
Angeles Service Employees, Union Local 434

STATEMENT OF OTHELIA McFADDEN, LOS ANGELES SERVICE
EMPLOYEES, UNION LOCAL 134

Ms McFappEN Thank you for inviting me here, Congressman
Hawkins [ have a prepared statement and I will read from my
statement. )

America—just as much of the free world—has been agonizing
over the 1ssue of full employment for generations Jobs for every-
body, everybody who can and wants to work and enjoys the full
esteem that work brings to an individual, but this society, like
many others, has refused to face the issue squarely. We hold meet-
ings, we talk, we deliberate, we make loud speeches 1n public
places on the ith of July and Labor Day, but we do not do a
damned thing about 1t

Millions and millions of people go without jobs. Kids, women,
men We all want to work Many of them desperately need to work.
Our economy leaps and falls in crazy cycles It 1s either boom or
bust We worry about meeting the welfare and unemployment
compensation bills, we worry about food stamps. But who seems to
worry about replacing those things with an honest to gosh pay-
check every week for a fair week's work?

You hang out a help wanted sign for a couplé of job openings and
7,000 people line up You,are telling me feople do not want to

‘work”

Maybe this society 1s cursed Maybe by 1ts very nature it
cannot—or what 1s worse, will not—keep all 1ts able bodied people
employed Either way. whether 1t wil not or cannot, I think we
have the power and the right to correct that In this room and in
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this country, those who are of good will and want to change, far
outnumber those that do not.

I believe we can and must have full employment in Americ?’hlf
other highly industrialized societies can get close to their goal, Why
can't we? I medn all the time. There is nothing evil or destructive
about full employment, but sometimes I get the feeling that that is
what some would have us believe. A pool of unemployed people
may be helpful to some members of this society, but in my view, it
is a sin against the vast majority of this society.

Let’s face it. Unemployment is a crippler to both man and cur-
rency. It robs the system of buying power, it robs the Government
of taxes. But the cruelest of all, it robs the unemployed of the right
to life, liberty, and the pursuit of happiness.

In 1776, Tom Paine warned that society and Government ought
not be confused. He said, “Society is produced by our wants and
Government is produced by our wickedness.” Society is a patron
and Government is a punisher. Today, while our society cries out
in pain, our Government tightens the screws. Is this so different
from 1776 when American colonies felt the oppression of their
Government?

In the second quarter of this year, 1981, there were more than 9
million families maintained by female heads of households. Accord-
ing to the Bureau of Labor Statistics, half of those women trying to
keep up a family had no jobs. We must assume the overwhelming
majority could not find jobs. Our guess is that there were a lot of
little mouths going hungry in those households.

Despite this, government at all levels in this community is cut-
ting work forces..On top of that, the Federal Government is acti-
vating policies that will result in who knows how rtany thousands
of layoffs and it does not make much difference if you are white,
black, or a Hispanic female, the percentages of unemployed female
heads of households are roughly the same.

We bury our heads 4 the sand about full employment. When it
gets right down to it, we dismantle—as the Reagan administration
1s doing—CETA and othar training programs so we are plunged
into a world of confusion, contradiction, unconcern about our
fellow human beings, leaving the truly needy to live in hallways
and filthy streets, to grub for food from parbage cans, to get sick
and not get adequate medical care.

This is the society of the insecure. Do you wonder why it is a
Nation ridden with anxiety and violence? I don’t. *

Busingss runs America. Yet, our captains of finance and industry
and Government apparently refuse to see the soundness that full
employment represe as an investment. Give tax breaks to the
big corporations if you\nust—as the Reagan administration now
does—but give it to them to train and hire our job hungry people.
Our people whq have boén stripped of jobs by new technologies, by
automation, by the flight of American industry to foreign lands
only to send back the products of foreign labor that merely intensi-
fy our crises of unemployment and our delivery of import strained
economics. ' N

The apparent abdication of Federal responsibility by the Reagan
administration in our social and economic areas is unconsionable.

Our States and local governments cannot filL¢the vacuum in a
[ 3
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nation of 225 mullién in this day and age of sucial and technical
development. )

Can our legislative branch—Congress—fill the void? Will it?
That is the burning question in our heads today. What we have
seen for some time in the United States and what is being acceler-
ated by this administration is the trend which finds the Nation’s
wealth going to the rich and the mmpoverished becoming more
impoverished Our golden rule seems to be. “To him that hath, we
shall give, and from him that hath not, we shall take away"”

Unemployment wherever it 1s found is as much a malignancy to
be torn out as the worst cancer. It breeds the worst in men. Crime,
violence, hopelessness Full employment is the antid6te. There
never was a worse time for unemployment in America or a better
time to get rid of 1t. !

Federal cuts, coupled with proposition 43 cuts in California have
thrown the State into a state of crisis In Los Angeles County, over
5,000 CETA. workers have been terminated. Approximately 85 per-
cent of these people are minorities. The Los Angeles County CAOjs
office has recommended approximately 4,500 permanent positiohs
be eliminated in the county

One, thousand eight hundred of these from the health services,
most of themn being entry level positions Eight public health clin-
ics, mostly in minority communities, have been closed. MLK—
Martin Luther King Hospital has been cut back 15 percent, while
other hospitals received a suggested cutback of 10 percent.

New York City terminated 11,000 CETA workers, 9,000 of those*
terminated came off the welfare rolls. Approximately two-thirds of
these people were minorities.

Reagan is screaming about people becoming employees but the
way he is dismantling the social programs and public employment,
he has pulled the prop, leaving the underprivileged with little or
no hope. .

Mingrities, youth, the needy, the sick, and the aged have been
singled out by the Reagan administration to cut vital services,
training and public sector employment to subsidize the large tax
breaks to the oil companies, large corporations, and the rich. The
poor must suffer while President Reagan is to cast aside the needy
S0 he can bulld a military power that would become a world
threatening death machine that would destroy the world three

. times over ‘

No community will willingly commit suicide by being deprived of
food, health care, and no care for underprivileged children while
others lavish themselves 1n luxury The total community cannot
and will not be secure when a significant part of its constituency ig
without jobs, food, clothing, housing, and health care.

Thank you.

Mr ‘Hawkins. Thank you, Ms McFadden. p

I understand that you have a time problem? Since you were the
firSt witness here this morning, I think we could be forgiven if we
allow you to go ahead to keep an appointment The next member
of the panel 1s Mr Roy Escarcega ‘

¢
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STATEMENT OF ROY ESCARCEGA, EAST LOS ANC#'JLES

COMMUNITY UNION
S

Mr. Escarceca. Thank you, Mr. Chairman.

I have submitted a 'written document, 12 pages, which I will
summarize in great detail the significance of the impact of the
budget cuts in east Los Angeles, 4

I want to take one piece of that document and illuminate to you

‘ what it means. The city of Los Angeles has funded youth programs
t that bought 9.5 million hours of productivity. That means if you
take all the CETA allocations in the greater east Los Angeles area,
take the wages, the slots, and multiply them by 4 and 20, the
Government paid for 9.5 million hours of people not committing
crime. Let’s say they do not sue that productivity factor. Let's say
we are just talking about 10 percent of that. That is still a signifi-
cant figure. '

I would like to focus my remarks on recommendations. I think it
is important that gou are going to hear plenty of statistical justifi-
cation for the problems and there are speakers here that I think
cando it a lot better than myself. /

I think it is important for us to take a look at the delivery
system. We have,all kinds of skepticism today on what is going to
happen to CETA in the future and what the block grant is going to
do. I think it is important to recognize that we have a system in

lace. Good or bad, it is in place. I think it should be strengthened.
Fthink the block grant system should strengthen that system,
whether it is taken out of the cities and given to geographical
manpower areas, I think-it is important to look at that.

There has to be a clearly defined role for community organiza-
tions. Without that, we are going to have a system of delivery of
services absent those that have the advocacy position for the over-
all community. .

We need 2 significant role for the private sector in these pro-
grams. Important to that system is going to be building in flexibil-
ity. Flexibility is going to be the keynote for developing the innova-
tive programs necessary, especially in economic development, for
young people. That is important. )

I think another recommendation I would advocate, would be
targeting. We have to clearly define in our local plans who are
going to be the people who receive the services and what the
significant segmenig are going to be. It is important also to have a
public and private sector linkage. v

We think it is important to quit beating our brehsts and to get
with the innovative activities that are going to create jobs. We
have to go forward in an economy when that is tough. We have to
exercise our minds and our resources, the community resources, for
creating employment programs.

We cannot have the creation of programs without the involve-
ment of business. Business, whether you like it or not, is where the
jobs are. We have to do something like identifying high demand
occupations and design a program for high demand occupations
that calls for full subsidy.

. It is important that we take a good look at the community
development programs. In Chicago, we have community develop-
ment corporations. In New York, we have the start of the commu-
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nity development movement with the Bedford-Stuyvesant and the
Bronx. It is important to view those programs as a bridge between
the private sector and the community sector.

I think it is important for us to focus on the future for youth
programs. If we are going to recommend a policy for the future, I
think it is important for us to design a program for youth that is
separate from the rest of the community—not the country—sepa-
rate from the rest of the segment popul 1on Private sector w k
experience is good. I know it is looke as windfall profits.

“have to turn that around. With proper momtormg, I think it 1s
going to help the young people get in the mainstream of employ-
ment.

Declining wage S{Jbs1d1es are important. Career exploration such
as developing the kind of. career exploration with the local voca-
tional education establishment is important.

, Last but not least, young people must leave high schpol with the
ability to read, write, and compute simple math because it is im-
portant that these basic labor market survival skills are standard
criteria for modern education today.

That is what I think we have to look at in the future I think
t is the direction we should be taking. I thank you for mv1tmg
to express my views. -

The prepared statement of Roy Escarcega follows]

ARED STATEMENT OF Roy R EscArceca, SeNiorR Vice PresIDENT, THE EAsT
Los ANGELES COMMUMTY UnNioN

Due to the recent federal cut backs of the Comprehensive Employment Training
Act funds a number of youths across our county are facing a dim future These
individuals are those who have not gained any marketable skills while in high
school and very often have left school without their diplomas Possessing few aca-
demic_ skills and with little inclination toward returning to school they tumed to
CETA for training, counseling and gainful employment

Over the last few years we have even taken this away so that their only avenues
of income are welfare and crime \The results of these actions will not show now or
1n a year, but will be the explanation for the unemployment lines and welfare rolls
of our future We must be aware of training and employing the future workforce,

ay

This paper shall address the 1mpact of the recent, cut backs and their effect on the
youth, programs and social structures in the East Los Angeles Community Even
though this document deals phmanly with East Los Angeles its effect 13 being
multiplied across ouf country It is essential that a nationwide effort be m#de to
addrl:zss the wems of unskilled youths and a ever demanding technical job
market, i

\
I WHAT ARE THE EB‘FECI'S OF THE CUTS ON CETA PROGRAMS?

The East Los Angeles Commdmty Union 'TELACU) 18 a Community Development
Corporation serving the eight regions of our Special Impact Area (glA) (Lincoln
Heights, Boyle Heights. nghland Park, El Sereno, Unincorporated East Los Ange-
les, Montebello, Monterey Park, Commerce) Accordmg to the 1980 Census there are
338,197 individuals residing within this STA with approximately 37,926 being
unemployg¢d or one individual out of 10 being unemployed

The avgrage family income for these communities 18 $9,056 63, this 18 for an
average family of 31 individuals According to the Office of Management and
Budget for any member of urban family of 3 to qualify for training under the CETA
Act the family income cannot be higher than $?) 230 Theoretxcalﬁr, any resident of
our SIA qualifies as a potential CETA participant

Of these 338,197 residents approximately 0,000 of these individuals are between
the ages of 15 to 21 years of age with over 0 perhent of these young persons eligible

E'Ipartlcxpatxon in the CETA youth grograms Therefore, the impact of the recent

A cut backs have had a greater effect on this community -

’

ERIC 35

Aruitoxt provided by Eic:




. 35
Over a period covering 1978 to 1982 there has beeg@pproximately a 40 percent
cut back in CETA funds, for the East’Northeast Area of Los Angeles, referring to
Chart A the entire area was given $2,560,219 in program year 1978-79 and has

steadily declined to 81,260,221 in program year 1981-82 This has been accompanied |,

by a decrease in enrollment, due to a lack of funds, from 739 youths in program
year 1978-79 to 303 youths scheduled in program year 1982 These figures are
funding for the City Section of TELACU's SIA and are proportionately higher in the
County of Los Angeles

IMPACT OF CETA CUTS FOR A 4-YEAR PROGRAM PERIOD, FIGURES.FROM LOS ANGELES COMMUNITY
DEVELOPMENT DEPARTMENT, CITY OF LOS ANGELES

Total grants Difference
KNumber of Percent of Dnfference

Progiam year st aﬂ?m kxNéliPA from y%raervms serceny B Ot per chent

1978-79 739 “ $2.560,219 , $3,464 44
1979-80 556 ~ 47 2207099 —$353120 -1379 3969 60
1980-81 426 —2338 1735199 — 471800 ~2138 407324
1981-82 303 - 2881 1,260,221 474978 -3 JAAA95 1S

- T )
Total 202 —58998 7762738 —1.299.998 —4290 3.91661

! Labor manpower planig aréa—refers 10 E/NE area of Lis Angeles
2 Aveszges

These cuts are occurring at a time when a greater number of youths are leaving
school graduation and the employment market 1s getting more demanding

The cuts have not only affected the existence of the programs, but the very
quality of those programs still remaining This 1s but-one consequence of the recent
cuts, others are that

Fewer numbers of unemployed or underemployed individuals will be assisted into
the main stream of society

The local prime will not be able to afford the luxury of a innovative program no
matter how ?romﬁing .

Many smaller agencies will close because they will not be able to run programs on
the smaller allocations

Local primes will have token staffs working on youth programs due to a lack of

" funds

E

Social Service have been lost or severly curtailed by the loss of these youth funds,
including 1. Senior Citizen Support, 2 Tutoring, 3 Weatherization, 4. Handyman
Service, and 5. Child Care L

A number of agencies administering the programs have had to lay-off staff that
were involved with youth programs -

The overall effect of the CETA cuts are that they will increase the number of the
unskilled and unemployed, remove the most prominent avenue of social mobility
from those most 1n neecr d develop a clientele for welfare in the future

Il WHAT ARE THE EFFECTS OF THE CUTS ON THE GREATER EAST LOS ANGELES
COMMUNITY?

In the loss of a major revenue source to small community there are a number of
factors to he considered, such as the staff and participants employed on the pro-
gram, their buying power, the programs buying power, what serxices did the pro-
gram provide, how many times were these revenues circulated thru the community,
as well as others By taking these factors into consideration the effect of the dollar
is multiplied many times over, so that two dol} mjected into the communities
economy can have the overall effect of ten milliofi dollars or more

The withdrawal of the money in turn must have as equally ur greater effect on the
economy, its industry, the mdividual families and the fabric of the community

Over the last four years a total of $7,762,738 have been allocated to the East/
Northeast area by the City of Los Angeles with the County of Los Angeles allocat-
m%valmost twice that much That 18 total of over twenty-four million dollars

ith the use of the multiplier effect in the withdrawal of this money the commu-
nity will suffer a $100,000,000 loss 1n monies, services, materials, equipment and
services purchased as well as jobs to the community

These factord are primarily fiscal 1n nature and do not take into consideration the
long term social factors, such as

A large unskilled labor force in a small community.
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A drain on public services (former PSE participants are already appearing on
welfare’roles)

Higher unemployment figures

Lower litving standards

The loss of tax revenues L.

These types of social ills create a strain on the fabric of the community Crime 1s
always more prominent i1n communities where unemployment figures run high
During the four years of the CETA youth programs mentioned in Chart A there was
a total of 95 million work hours or “non<crime hours”” The funds given to these
youths "paid” for a number of non<rime hours after work.as well This seems to
have been monies well spent 1f only for this reason.

CETA employment had also multiplier effect in that the figures mentioned for
participants were actually CETA slots or jobs available during a program year This
allowed two or three youths to fill a slot during a year as soon as the previous youth
was placed 1n unsubsidized employment This allowed for the maximization of the
CETA gdollar With the removal of the program not one, but two or three youths will
now fthd themselves without that alternative.

The purghasing power of these youths will be severly curtailed in dimost all cases
Purchases from local merchants by youth shall be severly curtailed and will in turn
affect the merchant as well The purchasing power of the family of the youths shall
also be more restricted that they will lose approximately one fourth of their buying
power

In many instances this reduction in funds will determine the various life styles
pursued by the family and its member and maybe the factor that puts the family on
the public rolis

-

» Overall, the effect of the reduced funds on thefcommunity 1s to create a large vod”’

in which economic growth as well individual grawth will be stunted Jobs will be at
a premium and will go to those with the most shylls and wanting the least money
Those without skills will be given few opportunities and will become & drain on the
community The general living standards will decline and the avenues for alterna-
tive life styles wyll be few Thus kind of situation will help to creat a cycle of poverty
from parent to youth

~ ' RECOMMENDATION

At a time when 1t 13 gecessary for the good of nation to maximize the productivity
of all its resources, w n htte afford to ignore the nation poor youth There must
be a concentrated effort to help these individuals, but not through the traditional
methods of education because 1n their cases it was not productive

Approaches and techriqués_must be used that bring about long term results in
short term training periods The economically disadvantaged do not have the oppor-
tunity to spend years in their training to make a living Their very existence 1s
based on their ability to produce quickly

The needs of our nation's industry are also based on their ability to Broduce
quickly It seems that these two needs, for trained individuals and jobs, could be
brought together for the mutual benefit of both

The following are a nurgper of recomendatigns for the utilization of the CETA
experience, our country’s yofith and private enterprises in help to train our un-
skilled labor force

A DELIVERY SYSTEMS

Although there are many weakness in the e:&ung system, the current structure
should be modified and strengthened, not.eliminated Responsibility for developing
and implementing employment and training programs should be left with the local
governments A strengthened system Should have well defined roles for the private
sector, educational, public institutions and community based organizations

There needs to be more local flexibility in the determination of local program mix
and services to be offered To maximize the utilization of resources in the provision
of training ac}vmes' participatory decision making with heavy involvement of the
private sectof 18 important Through this decision making process, local labor
market and community needs can be determined and local programs designs based
on these needs can be developed

Local flexibility must include the authority to develop new and innovative pro-
grams It must also include the authority to integrate the empluyment and training
programs with other public and private development activities

2
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o~ B. TARGETING

To ensure services to t groups most in need, national guidelines and eligibil-
ity criteria should be establiéhed identifying “significant segments’, target groups to
be served These guidelifies should be broad enough to allow for local response to
the needs of special interest groups and in the determination of types of services tg

' be offered The methodology for serving identified target groups should be left to a
local participatory decision making process. .

C. A PUBLIC AND PRIVATE SECTOR LINKAGE

The development of a working hink between the public and private sector 18 a
necessary step for the trainipg for our unskilled labor force. In a highly technologi-
cal society, such as ours, the large masses of unskilled youth and adults is highly
unproductive and creates a burden on society itself This labor force 1s also the
market place in which our industry must sell its product With more of this labor
force urfémployed or under employed we create a economic situation of no growth
because of no market.

Therefore, it s imperative that more incentive be given to large companies to
develop training programs for economically disadvantaged individuals. This can be
approached in a number-of ways such as providing additional tax incentives for
specific technical tramning, as opposed to manuel labor positions.

Another approach might be the complete subsidization of an individuals training
in a specific field of employment that is in high demand. -

In order for employment and training programs to meet the goal of placing people
in private sector jobs, the business community must be involved from the beginning,
not just at the end when it comes time for plicement The Private Sector must -
mnvolved irl the :dentification of labor market needs and the program design .

Private Sector involvement should include Participation of decision makers from
the business community, flexibility to allow a wide range of organizational arrange-
ments and 'or activities depending on local needs, the involvement of small busi-
nesses, and the involvement of community based organizations to provide the coun-
seling and support services necessary to deal with specific. problems. Particularly
Community Development Corporations that contain Economic Development and
Human Services components for the benefit of the community.

These would be just a couple of suggestions for the development of a public/
private sector linkage But it is necessary that at this point that this linkage be
encoyraged so that we do not prepetuate a future of even larger group of unskilled
welfare recipients

L4
. D YOUTH -

A separate employment and training system should be designed to meet the needs
of in and out of school yolith The goal of this program should be to develop the
“employability skills” of young people by concentrating on work experience, job
readiness, career counseling, occupational information and basic skills, The primary
emphasis of such programs should be on private sector related activities such as
work experience in the private sector, declining wage subsidies, career exploration/
internships and other innovative activities which expose and prepare youth for jobs

“in the private sector At the same time, community based organizations should be
‘ utilized to provide the job preparation and support counseling activities and the
schools to provide the basic skills ~ ™ .

The Employment and Training system should be co-ordinated with the vocational
educational sygtem so that these services could be provided to all youth, not just
economically disadvantaged youth with subsidization occurring for those who meet
certain defined eligibility criteria ’

. Mr. Hawxkins Thank you. May I ask you whether or not you can
stay until the other witnesses have presented their statements or
are you under a time constraint at this time? .
*  Mr. ESCARCEGA. I can stay. ,
Mr. Hawkins. Fine. We will then.go on with the next witness,
Ms. Solkovits, president of the United Teachers of Los Angeles.
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STATEMENT OF JUDY SOLKOVITS, PRESIDENT,
UNITED TEACHERS OF LOS ANGELES

Ms. SorkoviTs. Thank you for the opportunity to be here today. I
" am Judy Solkovits, president of United Teachers of Los Angeles
We are the bargaining agent for 32,000 certificated’employees in
the Los Angeles unified school district. The school district has a
student body ernrollment of approximately 538,000 students. It has
been a rapidly changing enrollment. The projection is that by the
year 1984, 54 perceny/of our student body will be Hispanic sur-
named, about 20_percent of the student body will be Anglo, the rest
will made up of black students and Asian students.

I have a prepared statement that I will read to you today.

The impact of President Reagan’s budget cuts are so penetrating,
we will be lucky to have chalk by the’end of his ¥€rm in office. The
Reagan budget has so drastically cut already lean educational pro-
grams that every one of the integral educational offerings—from
vocational, special, adult, and bilingual education, to hame a few—
will be so severely limited that these programs may ultimately be
rendered ineffective.

On top of that, the shift from federally mandated and funded
categorical programs to block grants to States creates’a new budget
battlefield, and will inevitably pit interest groups against minor-
ities, against regional interests, the Governor against the legisla-
ture, big cities against small, education against housing, et cetera.

The result of the Reagan back-to-the-States policy is to politicize
funding at the State and local levels.

.The Los Angeles unified school district, the second largest school
district in the country, will feel the cutg in funding to education
more severely than most districts. ﬁederal cut to education
programs was 12 percent, while the«it in Los Angeles is expected
to be 21 percent This, of course, doesn't take inflation into account.

This means significant cutbacks in ESEA title I and IV grants,
which affect educationally deprived, a 40-percent cut in the fol-

_ lowthrough program, seriously affecting the Head Start program, a
69 percent cut in the basic ESAA [the Energy School Assistance
Act program]; a 60-percent takeback in the CETA program, means
only one thing—jobs, an estimated 15 percent in child nutrition
programs, ‘which in Los Angeles alone will push 10 percent or 3,000
children out of the free lunch program. The working poor families
will once again be penalized and their children demoted from hot,
balanced lunches to peanut butter and jelly.

Those are just a few of the areas where the Federal cuts are
impacting the hardest. Since there are so many horror stories, I
think 1t would be useful to describe one in detail.

The ESAA grant was $15 million to the Los Angeles school
district in the 1980-81 school year In 1981-82, it is expected to be
Jjust under 35 mullion. This means that every program will have to
be either slashed or greatly cut back. The student-to-student inter-
ests program, for example, was an exchange program between
schools to help make desegregation work. It was effective.

The integration teacher adv¥ors program placed advisors 1n 133

~schools, mostly elementary, and have been there to make genuine
integration a reality in the lives of the students It wasn't enough
to desegregate the schools ,Thg children~needed, programs and as-
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sistance during lunch and after school. This program will be cur-
tailed. The roughly 20 advisors will have to be reassigned.

The bilingual training program will have to be cut from $2
million_to $458,000. That is the wrong way to go in Los Angeles at *
a time ¥hen our bilingual needs are increasing. .

The minigrants program, another ESAA component, was a model
for the country. These grants gave birth to multicultural activities,
clubs, after school and instructional programs. In 1980-81, this
nonoverhead program gave out 150 grants at about $2,000 per
school. This coming year, it will be less than half those numbers.

We will lose $1 million for counselors in the ESAA program. The
community network, where jobs will be lost due to cuts, reverses
attempts to facilitate community involvement. )

Again, that is merely one of more than a dozen educational
programs, and a relatively small one at that. The effects go way
beyond the impact on the specific programs that have lost some of
their funding The cuts put a strain on the entire educational
process. When ESAA gets cut, less students are given less pro-
grams, staff and resources to worle with. The students.to their
hangouts and street corners earlier, and i¥ they go to the same old
playground, they will definitely find it understaffed and under-
equipped. The CETA program helped staff their facilities.

The Federal cuts demand the impossible for the child nutrition

- program. Children will pay more in the lunch line and get less
variety The food program won’t be able to afford new equipment;
staff hours will be cut; wages will lose more ground in the fight
against inflation, and needless to say, their workloads will grow.

Meanwhile, the teacher’s workload increases. The class size will
increase, as well for many reasons. Students will no longer have
extra pfograms to participate in and will instead, jam into already
overcrowded classes. 7\

The Los Angeles unified school district has indicated it won't lay
off teachers, but will use attrition to keep the payrolls down. The
budget crunch cuts most teachers aide slots, which will not only
havg an effect on the workload, it will send another group of
educational employees to the unemployment offices.

The school district, as I pointed out, won't be able to replace
teachers who retire or quit. This also means that new teachers
won’t filM jobs here The long-term effects are that potentially good
people are turned away from the educational system and left un-
employed, while the system arnd its needy students go hungry for
their services. ]

After decades of fighting to build a responsive public education
system in this country, we are now turning our backs on that often
referred "to_future of Amerigg—today’s students—and instead,
facing the Pentagon and throwing our precious resources away.

Mr. Hawkins. Thank you, Ms. Solkovits. -

‘ The next witness is Mr. Ted Watkins of the Watts Labor
Community Action Committee. Mr. Watkins, unlike most of
the other witnesses, seems to be operating not one or two, but .
several programs and certainly I would like to personally commend
you. I have worked with you over a long period of time. As a
matter of fact, I would say two decades, and I certainly want to

/
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commend you for the very outstanding job that you have done. We
are looking forward to your testimony.

STATEMENT OF TED WATKINS, WATTS LABOR COMMUNITY
ACTION COMMITTEE

Mr. Watkins. I am Ted Watkins, 'the president of the Watts
" Labor Community Action Committee. For the record, I want to
make it clear that I am not here lobbying, nor am I hefe trying to
influence Congressmen or any other publicly elected official, be-
cause of the Hatch Act and because we are a nonprofit community
based organization. :
" There are some things that I think caif be said. No. 1, it is my
personal feeling and observation, living both in California and

~Mississippi over the past 57 years, that the black natfon in Amer-
ica is in worse shape than it has been since the Civil War. When
poverty programs started, we went through hearing after hearing,
all the way from McCombs, to Warrens, to Kennedys, to Senators
and in going through Kearings for the past 16 years.

After each hearing it appears data is compiled to see how more
blacks can be cut out of programs, revenue turned on to programs.
More and more in America when I go to meetings, I see less and
less participation of blacks in poverty program meetings than I see
of any other group of. people who are supposed to be _the most
deprived. ‘.

The unemployment situation in America in the bla’ommuni-
ties that I have visited—and that includes Chicago, Washington,

D.C, New York City, Detroit, Mich., and in Los Angeles the black
community is the most deprive@ community that we find in this
country. . ’

I think one of the problems that we are facing today is that our
people have been so deprived that they are not even responding
any more to the question of whether they are being deprived any
more or not. They are not responding to whether school budgets
are being cut because kids in our community are not getting qual-
ity eduction in the first place. They are leaving school at the end of
12 years with a sixth and seventh grade education. .

octors are not waiting on our people, so when you start talking
about doctors and administrators being cut in hospitals, the qualit
.of service that our people have been getting, they are not respond-

ing. . ‘ »

%o 1 think what we are beginning to see is a b;{}cklash beginning
to take place with poor people who have been deprived so long that
they are almost immune to what is going gn in this Nation today.
That is why you do not see them marching. That is why you do not
see them demonstrating. That is why you do not see them out
there verbally talking agout what is happening, because the things
that are happening in America today age happening mdre to the
middle class America because the middle class Americans have
~ taken more over of the poverty programs and get a bigger peroent-
age of poverty dollars than poor people are getting, e

If you cut out welfare administration and begin to reflect it back
to what the welfare recipients are getting, you will find out that
they are the ones—the administration—that gets the. higgest share
of the dollar If you look at the hospitals—go out and look at
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Martin Luther King Hospital and see the number of cars parked
around Martin Luther King Hospital and go in there and see how
long it takes you to get a poor person waited on in that hospital.
You cannot park within two blocks of the hospital because of the
workers in that hospital that come from the outside of the commu-
nity. -

Jobs, when we begin to talk about construction in America being
one of the backbones and one of the ways and levels and meas-
urements of the economy in this country, south-central Los Angeles
has not had any significant housing done in it in 35 years. So the
impact in the building industry has no impact in south-central Los
Angeles. We have had 1,500 houses destroyed in 15 years and less
than a 1,000 housing units put back in there in the last 15 years.

When we talk about the Century Freeway, the Century Freeway
they say is going to be built. But what significant impact will that
freeway have on black employment” What is the Government
going to do putting their dollars in there? What are the legislators -
going to do putting their dollars in there to guarantee there 1s
maximum black participation because they destroyed™a black com-
munity in the process” These are the things that I think we need
to be looking at.

I watched the poverty agency in Los Angeles get $60 million a
year called COA, and. 360 million a year they were getting. I
cannot show you one thing in Watts that that agency has done
visibly or physically, that it has done in that community.

I think what we began to see in 1981 is that, the poor people have
been so misused and abused that they are not responding any
more I think they want to see visible and physical things just Like
people in Beverly Hills, just like people in Orange County, just Like
we ‘have seen all the way from Long Beach to San Diego, communi- .
ties being built with the taxpayer’s dollars, shopping centers like
Marina Del Rey being built Big developments around this place
The university taxpayers’ dollars to build up the urban renewal
proje¢t Downtown Los Angeles, Arco building, May Companies,
and everything else using taxpayers’ dollars to build. Nothing is
going on in gouth central for blacks and minorities ~

I think this 1s why you are not getting the response from poor
people today in support of these programs. [Applause.]

You.'will find doctors marching down here to talk for 1 or 2
hoursabout those poor people. You are not finding the students
talking about the cuts You are finding that the teachers and their
representatives are talking about the cuts. I have been a labor man
for 31 years. I do not find the representation of the constituents
any more that I used to find. After Walter Reuther died, there was
no more commitment to social causes out there in the community
Thi is the problem that I think America is facing

When you cut the taxes, and at the same time they took the
level off of gasoline, it wasn't just poor people that were hit I
watched gasoline in 1 hour drop 20 cents a gallon so that even if
they cut the taxes, they paid 1t back to the oil companies with an
increase in gasoline of 20 cents a gallon. I don't think people even
notice what 1s going on any more in this country.

That s all I have to say. Thank you
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Mr. Hawxkins. Well, Ted, you said enough, very eloquently. [Ap-
plause.] - ' .

The last witness on this panel is Mr. Ira Handelman, represent-
ing Mr Howard Samuels of the Young Israel Community Develop-
ment Corp.

STATEMENT OF IRA HANDELMAN, YOUNG ISRAEL COMMUNITY
DEVELOPMENT CORP.

Mr. HanpeLMAN | know it is a tough act to follow this entire
panel, especially Mr Watkins. I would like to amplify a few of the
points that have been made. We are a nonsectarian corporation
that has been serving the city and county of Los Angeles over the
last 7 years I think one of the things that has happened with the
new administration has been a very defensive attitude oh the part
of a lot of government programs While not arguing there is waste
and inefficiency, many programs work I think 1t is time for the
people in these programs and for government to realize that.

The CETA program, in many cases, works. On-the-job trainin
has placed thousands upon thousands of people in Los Angeles ingo
productive jobs, whether they are tax paying citizens, not.on wel-
fare, contributing to their communities This fact has not been
made known to the general public. When you mention CETA,
everyone thinks of the programs that have not worked I think it s
time for both Congress ahd the groups themselves—I think we are
doinkg it today—to documept the fact that many of these programs
work.

1 want to give twp examples. -

One of the programs that is successful in Los Angeles by our-
selves and other agencies is the handyman program. You took
CETA workers to fix up the homes of the elderly and handicapped.
These peobple got jobs in the building and maintenance industries.
Here was an example of a government program doing three or four
things at the same time—giving people a sense of security like
putting in locks and bolts, taking care of safety problems, helping
the overall community look better, as well as providing job training
and then job placement I think this has been overlooked'in a lot of
the discussions in the last year :

The second very successful program is English as a second lan- |
guage Los Angeles is the port of entry—I think one of the largest
in the gountry for immigrants, both Asian, Latin American, and
eastern Europeans Many of these immigrants who come 1nto this
country—because the “gowernment still believes and the people in
this country still believe that we are a place for people te come
from oppressed nations—have some English. They go and get jobs,
again with high placement rates, contributing to society. I think 1t
is time for CETA and for government to look at the successes.

I want to take one point Mr. Watkins made about the cost of
programs I think Congress has to look at what programs really
Lost Usually, when they cut, they cut the services of the partici-
pants, they don’t cut the administration Now, there are many good
people that work 1n government programs and do things that at
one time were meaningful but are no longer meaningful, They are
taxpayers, too, and have worked in government for 20 years. They
don’t think what they are doing is not worthwhile

b
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In reahty, if you look at the proggam from a cost-effective point
of view, it 1s not effective any moregﬁqth'mk Congress has to look at
ways of phasing out some of the administration of government
programs but not just chopping 1t off the way the Reaggn adminis-
tration has done, but planning to get people in government with
good skills into private industry. X\thmk you would find the savings
would be tremendous and then this money could be put back into

-serving the poor and needy, those who really need it.

No one is talking about that. I think that, to me, is one of the
most 1mportant issues. There is only a limited amount of money,
somebody has to get cut. There might be a way of distributing the
money and distributing the jobs ¢

When the Reagan administration sees the private secter 1s jush
waiting to take up the slack, it is not waiting It needs to be
pushed If they are going to get tax breaks and get windfall profits,
they should be able to pgfﬂde Jobs for the poor and needy in this
country and for many of the people in government that if they
were put in the private sector there would be more money for
those who really need it.

Thank you very much

Mr. Hawkins. There is one general question, it seems to me, that
1s entertained with the presentation made. I don't know which one
of the witnesses would like to respond to it. Maybe we will just
throw-it out in the open.

That is, What is the potential for State and local public or
private resources replacing lost Federal dollars to provide the es-
sential services that the witnesses have talked about?

In other words, the theory of the Reagan administration is that
since local officials at the State and local levels have been demand-
ing more control*over the programs that they will be in a better
position to administer the programs and to provide the services
that are being cut back even though the amount of money is being
reduced?

I think Mr Watkins, in his statement, did refer rather dramati-
cally to what 1s happening at the local level and some of this local
control, because the money always did flow through the State and
local officials, but somehow did not reach the people for which the
money was intended.

The specific question is now that the action is going to be at the
State and local levels, to what extent can we hold these local
officials, who have not offered opposition to the Reagan progra
accountable for the mess which they have helped to create?

Mr. Watkins.

Mr. WaTtkins. I can give only one example that I know of. Back
in the days of the Neighborhood Youth Corps, the Labor Depart-
ment programs were being handled by a district office headed by
Bob Reynolds and Grace Davis with about 25 people handling’
eastern California, Nevada, Arizona, and I think Hawaii. Twenty-
five people.

When they transferred the activities of the Neighborhood Youth
Corps to CETA and put it in the hands of the city and county,
there are now 800 people handling and pushing paper for the same
1dentical program with less money It appears that when they did
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not have anything else to do, they created paper for the community -
organization to have to shuffle. -

There hasn’t been any significant saving that I have seen in any
of the decentralized agency efforts, which was supposed to be an
economic move back in the seventies in changing these programs
from the national office down to the local offices. I think that is the
best example I knovi¥of. :

Mr. HaAwkINS. Mr. Handelman?

Mr HANDELMAN Again, agreeing with Mr. Watkins and going
one step further, not only is the program run by more people, but
it is not done efficiently I think if it is not done efficiently at this
level, and if more responsibilities are assumed by State and local
governments—with all due respect to our State and local govern-
ments—there will be chaos, tremendous chaos. .

Mr. HAwkInS. Ms. Solkovits?

Ms SorLkovirs I am not going to be answering that question
from the same point of view. I am thinking in terms of specific
programs in the Los Angeles unified school district. I am going to -
zefo in on two of them: ’

Special education and bilingual education were programs that
needed mandates in order to become programs. That is not to say
there was not a need for special education programs or programs
in bilingual education for several years within this school district
and any school district in the country.

One of our great fears is that once this money comég in the form
of a block grant, then a local board of education, whether it be this
board of education or any other board of education, has to make
decisions as to how that money is going to be used and set some
sort of priorities. I think that pears witness to the fact that these
are_highly controversial political-type programs that could very
easily be cast aside because you now have this whole situation in
the political arena. How you service children with these needs
becomes a political issue. We are very concerned about this.

Mr. HawkINs Ms. Solkovits, in connection with the ESEA title I
program, which to my understanding was an issue during the
conference committee deliberations, is that the program is not
going to be block granted, however, the money will flow through
the States. -

My understanding is that there is some doubt as to whether or
not the maintenance of effort provision will flow along with the
money, that there is some question as to whether or not that
provision will go along with the money so that the State, to a large
extent, will pass the money through the local educational agencies,

My understanding further is that the auditing provision will be
very loosely administered, that is, some auditing will be made, I
think, not on an annual basis, but perhaps on a 3- or b-year basis,
'which opens up the question of whether or not the money will be
used by the local school district to supplement educational funds
obtained at the local level to help enrich the programs for the
educationally deprived or whether or not it could possibly be used
by local school districts to simply supplement their budgets and go -
into a common pool, there to be used perhaps to relieve them of
their other problems.
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Do you see this as a real risk then to those who need the money
the most, that is, those who have been deprived, the disadvantaged
children? Do you think the local education agencies are going to be
80 broadminded that they are going to continue to use the money
A a8 they have in the past? )
Ms. Sorkovrts. One would hope that the answer could be yes, but
, again I am saying that now the issues are being put into a political
. arena. Obviously, programs were created because of the fact that
u didn’t have overwhelming support for programs in the first
“place at the local level and that needs are not being met.
" 1 hope we could look af™things and be objective and understand
there are some cKildren that have special needs. But whenever you
have the situation occurring when it becomes a question of open,
public debate for example, during a local board of education meet-
ing, I think you do run the risk of having funds shifted and
pechaps not fulfilling the special needs. . . .
r. Hawgins. Ms. McFadden, you indicated very sbecifically *
what is likely to happen. Let me just pick out one paragraph.
The LA County office has recommended approximately 4,500 positions be elimi-
nated 1in the county, 1,800 in the health services, eight public health clinics, mostly

mmontl_:/ communities, have been closed, and Martin Luther King Hospital has been
cut bac

These are rather specific things that are going to happen as a
result of these budget cuts at a time when the Reagan administra-
tion is saying: “Look, we are sending money to the local levels,
t}ilgre’ to be used in their judgment in order to keep programs
alive.”

Just where does it go wrong? If at the Federal level the case is
being made that with less money but with more control, these local
programs will continue, and yet you are indicating rather specifi-
cally that the health clinics, for example, that eight clinics have
already been closed Just where do we go to get a correction of this
situation” Do we hold the county responsible? Just who should be
held accountable?

Ms McFappeN The State and county should be held responsible
for some of what is considered mismanagement in county@govern-
ment. For example, the trade unions have gone time time
again to the State as well as to the board of supervisors. Billing is

- the problem in most of these public entities. They are not billing
correctly. -

The board of supervisors are supportive of contracting out serv-
ices It has been proven to the board of supervisors that the public
employees are certainly more cost effective than contracting out
services. These people have turned a deaf ear to us and are willing
to pay more money to contractor services than to put the money
into the system.

Take the transportation department for instance—most of us
know that transportation can or should generate revenue. We have
gone to the board of supervisors on this issue. We have gotten 15
mimites of prime media time on TV. We have exposed this group of
people. '

However, the board of supervisors, with three conservatives sit-
ting on that board, insist on contracting out the services Now, 1t
would make one wonder as to why you would spend the taxpayers’
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money 1n such a wasteful manner and we go back again to mis-
management. We have layers, and layers, and layers of manage-
ment. | would say we have approximately one supervisor to five
ople in the public sector In contrast, the private sector has
asically one supervisor to 20 people.

What we are saying is t}}at if the money was managed properly,
we would not have to cloge ‘clinics. In the meantime, we have closed
eight clinics. We cut back at Martin Luther King Hospital, such as
the renal dialysis, the pharmacy, and other the vital services.

Supervisor Chevera 1s now in the process, or very close to con-
structing a 350 or $55 million clinic in his area If moneys were so
limited, there certainly would not be any money, especially $50 to
355 million If the Government is going to leave it in the hands of
the State and the cqunties, then we are going to certainly have to

see that we have peoplé in these positions. We are going to have to’

push for it. We are going to have to monitor it, because the minor-
ities are being left behind We are being the ones that are cheated
out of what is rightfully ours, and that is the right to life basically.
That 1s the departmept that I service and that is health care.

There is a lot of work that needs to be done. I think we are going
to have to take this issue seriously. Perhaps we have to have what
we started back in the sixties, the old townhall meetings, to expose
these individuals that are not properly handling their responsibil-

"ities We are going to have to force these individuals to be not only

responsible, but accountable. They lack accountability.

Mr Hawkins Let me yield to Mr. Washington. .

Mr WasHINGTON. Mr. Escarcega, on page 10 of your submission
you outhine briefly a proposed public-private linkage in reference to
unemployment and how to abate i1t. Would you spell it owt in more
detail, please?

Mr Escarceca The private sector must have the commitments,
in my opimnion, if we are to get where jobs are. Business has to be
brought into a sense of commitment and civic responsibility. We
have to call upon them to be seated at the planning table, to be at
the meetings, to assist in developing program—Ilike the Private
Industry Council, they must serve as a resource for conducting
business.

In the conducting of business, we see that the long-range future,
the revitalization of neighborhoods and the industrial revitaliza-
tions are having a significant impact on minority people. If we are
going to be dealing with small business, the local merchants, the
wage subsidy for young people is a reality. Where are young per-
sons going to get a real look at what the options are in the private
sector if they are not going to get jobs in the private sector,
whether it is small- or medium-sized busirkess? )

Right now present regulations prohibit\that. We want to move
toward that. We think that is healthy There will have to be
monitoring There will have to be a loock at that I am not advocat-
ing windfall profits, I am talking about exposure. I am talking
about the practical application of young people involved in learn-
ing business skills and survival in the labor market.

Mr WasHINGTON Do you see any role to be played for the, so-
called enterprise zones cgncept?
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Mr. Escarceca. I have a difficult time with that right now.
There does not seernh to be a clear definition of how big business is
going to come flocking to this so-called tax incentive enterprise
zone I think they are looking for risk—their risk to come to an
enterprise zone I am not so sure it is not being used right now as a
ploy to pacify people.

Well, you don’t have to worry about.the minority people because
we have enterprise zones in every ‘poor community. I do not see the
Fortune 500 companies saying I want to go to an enterprise zone.

Mr. Hawkins. If you would yield, Mr Washington. I think the
suggestion was made that the Bedford-Stuyvesant approach might
offer a more viable alternative in congection with the question Mr.
Washington has just asked you. How do you compare these two
approaches, the Bedford-Stuyvesant and the economic development
corporation approach, with the enterprise zone approach? Do you
consider the Bedford-Stuyvedant model to be superior in 1its possi-
bilities than the enterprise zong approach?

Mr Escarceca It is a difficulf question as stated, Mr. Congress-
man.

Mr Hawkins You state it the way you want to.

Mr Escarceca. All right. I think if there is an enterprise zone
and there is a Watts community labor action community, and you
go there and take a significant part of the enterprise zone, you can
rest assured that those community aspects of an enterprise zone
are going to be adhered to If an enterprise zone is going to be in
the Bedford-Stuyvesant ,community, they have to be an integral
part of developing that.

If big business, a Fortune 500 company, for example, comes and
says, | want to manufacture here, the community development
corporation, like Bedford-Stuyvesant or like TELACU, is there to
say, we will find those businessmen that are going to deal with our
community and we will prepare them, we will categorize them, we
will help them and sometimes finance them to subcontract from
you so that you can extend that economic impact.

Mr HawkiINs. Why not have such a provision written 1nto the
enterprise zone legislation so as to assure that tie-in?

Mr. Escarceca We have suggested that. Presently TELACU is
working on that.

Mr. Hawkins. Thank you, Mr. Washington. )

Mr WasHIngTON [ gathergMr. Chairman, you are suggesting as
a discussion piete at least the two should be merged to a certain
extent? .

Mr Hawkins Yes, I see no reason whygin the enterprise zone
I/eglslation. since we are suggesting—and I think it has beenfaccept-
ed—that a training component be written in. Eventually tha{ legis-
lation will be coming to this subcommittee as well. At that Yint,
we might certainly consider the suggestion of tying in such organi-
zational participation such as TELACU, Watts labor community
action or an acceptable tTommunity-based group.

Admission to the training, the economic aspects of an enterprise
zone. must include the participation of CDC's, That 1s my point.

I was only using the traimng example to relate to this sub-
committee. Without the traming component? we would not have
any jurisdiction  Getting  the  jurisdiction, we might conceiv-
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ably make a contribution on drafting the suggestions along the line
that you have proposed.

Mr. EscarceGa. Thank you.

Mr. WasHINGTON. Mr. Watkins, I would like you to comment on
the same general question, but first of all, I have to agree with you
in terms of our overall statement relative to the systematic turnoff
of certain so-called target groups that were designed to be helped
through various social programs.

The thing that disturbed me, for example, over recent months is
that I would have been willing to bet my last dime—and there are
not too many of those—that the students of this country would
have risen up in righteous wrath and marched a la the Vietnam
era upon the White House, upon Congress, and everything else
politically moving to make’it very clear that they resented very
strongly what was being dope, particularly in terms of higher
education. That did not happen, which in a sense proves your
point. ’

But with that backdrop, would you comment on the same ques-
tion I posed to Mr. Escarcega?

Mr. WaTkins On the free enterprise zone?

Mr. WasHINGTON. The whole gamut of it as modified by the
chairman.

Mr Warkins. £he Watts Community Labor Action Committee
put in the hands of Congressman Hawkins back in November a
proposal for a free enterprise zone. I think it was one of the first
packages that was put together. My thinking, is that it is another
approach to an urban redevelopment package, neighborhood strate-
gic area, free enterprise zone, whatever you want to call it. It all
basically is a new administration term for putting a label on an
impact area.

Bedford-Stuyvesant basically-was one of the first organizations in
the United States to get impact money, but the problem was and
still is in Bedford-Stuyvesant. While they are developing at the

heffield Farms, for instance, the perimeters now has 4,000 vacant
and abandoned buildings around that major development area. If
there had been an enterprise zone, an MSA around the perimeters
at the same time the Sheffield Farms was being developed, those
brownstone buildings, et cetara could have been renovated.

It is my understanding now that people are beginning to come
back into that area and do some renovating. I have seen some of
the most beautiful structures in the country after the renovation of
some of those brownstones - .

[ have a problem with thinking that there is any difference, that
for instance, in Bunker Hill, to me that is a free enterprise zone.
The harbor is a free enterprise zone because all of the incentives
over the last 15, 20 years have been given to those areas for big
business to come in.

Land may cost a $100 per square foot, but 1n order to.influence
the developers to come in, they write it' down with taxpayers’
money to a 31 a square foot. To me, there is no difference in an
enterprise zone Tax increment is proposed all the way from Cen-
tury City to city* hall. Great development occurs using the tax
incentive-program That is a free enterprise zone for those miles,
and building it up.

’
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The NSA, that could have basically beeni in the perimeters of the
urban development five- or six-block area. of Watts, went to Holly-
wood, because the person who is over housing set up in Los Angeles
put the proposal together and gave it to HUD and that was ap-
proved for Hollywood, not for the deprived area of Watts.

When you look at the conditions and needs, the plafning process
in Watts has been some of the most negative planning I have ever
seen in my life. The high school in Watts sits at the most negative
end of the community. Jordan High sits next to the junkyards,
General Motors, and the Cotton Curtain where a black couldn’t
even cross Alameda Street before 1965 to live. Where the elemen-
tary school is down there, junk is piled up in front of it as tall as
this building. ¢ '

This environment itself would build a negative kid. There is not
one of you sitting in this room who would want your daughter to
go to Jordan High School and walk that corridor down there.

Something has to be done in a community to clean up that kind
of situation. There are only four housing projects in Watts. There's
no reason for people to be corralled up like that. se people had
the right to safe, sanitary, and decent housing throgghout the total
community of Los Angeles. *

This is what we have done to the people in the community. That
is why we need a free enterprise zone in that area, so that some
things can be done to changé what has been done to them.

Mr. WasHINGTON. Ms. McFadden, would you comment on the
same question?

Ms. McFADDEN. Yes; I would like to comment on that, going back
to, first of all, health care. . | .

Very little has been done since 1965 in Watts as far as repuilding
Watts. We are telling the people we are going to close down the
pharmacies, et cetera. You cannot find a pharmacy within a 5-mile
radius of the hospital. You cannot find decent housing. People are
living like animals, and there’s no reason for it.

I feel the Reagan cuts, as well as the State cuts, are racist. They
have bigoted overtones. There is no reason that one race of people
have to suffer, be intimidated, or be forced out of employment
because of runaway industry. No effort has beerr made to retrain
these individuals. They are the last ones hired, the first ones fired.
They are intimidated by law enforcement. If you do not have a
record, you will by the time the police get out of the neighborhood.

Is it not ironic that a lot of the young Anglos, when they come

out of training, the first station they would like to go to get the
training is 77th Street, but it is difficult to see a black being sent\,
out of training into Beverly Hills. .
I feel that we are in a different type of slavery. We are in
titutional slavery now. We are caught up in a situation, as Mr.
atkins said before, that we really have no motivation because
everything we have been told, to go out and get an education, we
did that. We have been told to join the mainstream of the work
force. We did that. We have been told to cut back on family
population. We did that.

All of the things that we were told to do, and we certainly
minded very well, we did all of these things. And now we find
ourselves in a worse condition than we were at the turn of the
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century. We had more blacks at the turn of the century in more
highly skilled jobs than we have todayle,

You go into even the menial tasks such as in restaurants, where
at one time we had black maitre d’s and waiters, I haven’t seen one
in 50 long I wouldn’t recognize one if I saw one. *

We are in a predicament. We look at the youth. They are not
being trained in the schools because in most instances they bring
the whites that are marking time just,before retirement or the
onks that have a poor record in the white area, and where do we
gend them but to Jordan High School and Jefferson High School to
teach our children. .

I have a good friend that is a teacher. She was told by her
principal, “Keep them happy.” These are elementary students. We
are being faced with a lot of issues that something is going to have
to be done, because you cannot expect people to go hungry, you
cannot expect people to stand in lines for jobs, when the competi-
tion is so great that there are no jobs, when the minority and the
blacks stand and say, I want a job; if you can’t give me a job, give
me bread to put on my table for my children. They are saying no,
no more welfare, you can’t even feed your children.

I tell you, we are bursting at the seams. °

Mr WasHingTON. Mr. Handelman, in terms of bringing jobs to
the locales where they are needed, you mentioned there should be
a push in the private sector. You alluded to local control. What
specifically were you driving at?

Mr HanpeLMan I think private industry has to be held account-
able if they are going to get tax*Thcentives the way the public
agencies are held accountable with all the paperwork Mr. Watkins
spoke about: commitment for jobs;, how many will you commit to?

en it is easy to find the people that want to work. It is even easy
to develop low-cost training programs. Most of it can be done o
the job. But I think there has to be commitment. ‘

One of the other areas is that there are many poor and needy
people that do not necessarily live in all the poor and needy neigh-
borhoods. They are spread out. There are pockets of poverty
throughout Los Angeles. What frightens me about some of these
programs—again, as Mr. Watkins said, they give a new designa-
tion. *

In New York, if you are lucky enough to live in Bedford-Stuyve-
sant, you might have a chance, but in Brownsville you are in
trouble. The same in Los Angeles. There are not enough programs
in areas that need it. There are many poor people spread out in
Los Angeles, in the valley, even in West Los Angeles, contrary to
popular opinion. They are not eligible for any of the programs.

I think, No. 1, they have to develép programs that spread out
throughout a city, but two, making the private sector commit the
jobs. I think that you will not see that in the enterprise zone. I
have looked at some of that legislation. I have not seen r2ny word-
ing that says you must commit. We would like you to corfie in, you
will get these things, but where is it written you have to commit
the certain number of jobs? That has to be part of that legislation.

Mr. WasHINGTON. Thank you, Mr. Chairman. - '

Mr. Hawxkins. The Chair would like to interrupt for just a
minute to introduce one ¢f the members of the subcommittee who
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has come in since this panel was seatéd. We are delighted to have
the distinguished  colleague from New York, Congressman Ted
Weiss, who is the third ranking member of the Subcommittee on
Employment Opportunities, and certainly one of the most active
members of both the subcommittee and the full Committee on
Education and Labor. - : ) ,

Mr. Weiss, we are delighted to have you join the subcommittee.
You will be called on in a few.mintues irsthe round of questioning.

Mr. Weiss. Thank you, Mr. Chairman. .

Mr. HAwkINS If you wish to make a comment at this time, we'

would be delighted. ;

Mr. Watkins? )

Mr. WaTkins. I wondered if I cauld/be excused?

Mr. HAwkKINs. Yes. .

Mr. Peyser? -

Perhaps Mr. Peyser may have'a question before you l/eave, Mr.
Watkins. :

Mr. Weiss, if you have a question with respect to the testimony
of Mr. Watkins, we will allow both cﬁto do so at this time.

Mr. Pevser. Mr. Chairman, thank ¥ L

Rather than a question, I think' anel has brought out
probably thg real critical and gut problem that is being faced here
in Los Angeles and throughout the country. I would like to really
make a statement to the panel rather than ask them a question at
this point, because there is one thfhg that has been said repeatedly
here. . ., )
It has been said the Reagan administration and President
Reagan has brought about these cuts and I think it is important to
recognize that the Congress of the United States brought about
these cuts; that the U.S. Congress veoted for these programs and
there wasn't one Representative, one:Republican Representative
" from the State,of California who voted against any of these cuts.
They all votedfor them. .

Now, traditionally, Members of Congress try to be nice to each
other and. never get involved in discussions of this nature; but I
think what hag happened ovey the last several weeks and months
in the Congress hsag, really eliniinated the opportunity for those
niceties, if we fre %ally concerned about the future gf this coun-
try.
Incidentally, the middte-income people of this country are not
enemies here I find that most middle-income people who under-
stand what the problem is and who have it explained to them what
the impacts of these programs are, are very upset as well, and one
of the hopes may be that the middle income, which is far more
vocal at this point, will be responding and will be speaking out. But
I think you have to get the issue clarified as to who did what. It is
the Congress that did this. It is the Congress that knuckled under
to this administration. It is a party that voted lockstep—and I used
" to be a member of the Republican Party for 6 years in the Con-
gress I served as a Republican. I finally saw the light and became
a Democrat But aside from that, we even had Democrats, ghe
critical votes were Democrats who voted for these cuts in he
Congress. '
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. So I think the—where the solution is going to lie is going to be in
the motivation of the people who you speak for and the middle-
income people of Los Angeles and of this community who do not
want this kind of oppression and who really do want opportunities
for people. It is going to be for them to vote, and voting issthe
answer.

In Mississippi we saw just a-few weeks ago an issue, the voting
rights issue, which the administrat(ion and a majority of Members,
in the Congress were sounding like they really wanted to put a
handle on i%rand stop it. We saw a Democrat—and there had not
been one elected in over 12 years in this district—come out on the
voting rights issue, explain it, and get people to come out and vote,
and won an election.

Immediately one of the more conservative Members of the Con-
gress, who has been an opponent of this voting rights issue, is now
out leading the fight supporting it, seeing it as an issue that cannot
be won because of what the people have done, so now they are
going to join it o, -

Well, I ¢hink that is great. I am delightesvht;}ta/t(he/made -the
change So I think that is very positive, but™ am saying to
you is that your message is a brutal one that you have given here
but a very accurate and very hard and very truthful statement, bu?
you have to get that message over with your own people as well
and with others in t‘l’n‘s’%?ea because you can bring about change.

«* There is no question that the committee you are talking to here
is very supportive of everything you are standing for and what you
are talking about. Everybody on this committee voted against
every one of these cuts and fought for them to try to change them,
but I am jyst saying you have to recognize you are not fighting the
President Zf the United States He has his philosophy. As President
he ought to put it forward and he ought to do his best to get it
passed That is his job. That is what he was elected for. I happen to
disagree with what he is doing, but if the majority of that Congress
agrees, that is what is going to happen That is what has happened.

So I am not trying to lecture you or anybody in the audience, but
I am saying this is what has to be done.

If you would like to comment to me, that is fine. I really—it has .

to be understood it has been your people and your Representatives

that have voted for these cuts on the Republican side of the House. .

Mr Chairman, I welcome anybody who wants to comment on
what I have sai~That is really what I think—the questions have
been very clear

Ms. McFappen. I would like to say something.

. _ My Representatives happen to be sitting here facing me. Those
Regpuhlicans are not ours. The reason I indicted President Reagan
per ge is that President Reagan is the one that went out and
prgselytized Naturally he called his chips in. If that same Presi-
gjent had gone out with a more liberal view, I do not think we
gIlvxld be facing the cuts that we have today
» That is all I am saying. If he had gone out with a positive
attitude, I think we would have had more of a positive nature. He
went out with a totally negative attitude and he 13 calling every-
body and saying, this is what I want Well, we have to face it. He is
the President So many people tend to vote and bend in that
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direction. I will hold him responsible because if he had proselytized
in a different fashion, he would have had converts saying Praise
the Lord. .

Mr. Peyser. I do not mind you holding him responsible. I argued
very hard against the President. The point is, if we are going to
bring about change, it is not going to be with the President. That is

_really the issue. ' ’

Mr. HanDELMAN. I agree with what you say, Mr. Peyser, but I
also think part of the problem was that many of our liberal Demo-
cratic congresspeople waited too long to try to reform some of the
programs, and I think that is part of the problem as well.

Just voting for or against cuts really is not the issue in the
future. I think everybody agrees that there are limited resources. 1
think the Democratic Party has to come up with ways of meeting
the service needs of the people of this country, by developing

" programs that are more cost effective. I think we have all said that
/fere, We should not try to cut and put millions of good people out
of work. .

I said that in the beginning, but I think it is important to
emphasize it again. They do not realize they are doing anything
wrong. They are not. They worked 25 years. They are part of good ~
unions, civil service. If you are going to develop programs that
meet the needs of the poor and also meet.full employment needs
for everybody, then I think we have to look at the bureaucracy and
try to transfer some people into the private segtor and develop
programs that do a better job without costingda lot of money.

Mr. Pevser. I do not think anybody disagregs with you. But I feel
that that philosophy that you espouse is o€ of the great weakness-
es now for the people that you are reprgsenting, the minute you
start saying look, we should get rid of /Some of these programs, I
think we should, too, I think we ought to cut them back, be tighter
with them. I am in favor of that. - .

You want to give me a list of which programs you want to cut
back?

-We had people in the early part of the year coming to the
Congress—and these are people 1n some of the education areas I
represent—saying look, we realize things are tight, let's cut back
on libraries. Then I e library people come in and say look, the
bilingual program doesn't work anyway, let’s cut back on bilingual.
So the minute you start that, you start weakening the whole struc-
ture.

What T say we have to do in Congress, sure, we have to be
tougher, oversight has to be better. We have to cut down. But you
have to keep these programs viable, because they aren't bad pro-
grams, they are good programs. At least I believe they are.

Mr. HANDELMAN. Mr. Peyser, I didn’t say cut back programs; I
said cut back how they are operated. I think the Reagan adminis-
tration cut back programs. I think everyone in this room knWws a
lot of the programs could be operated much better. Mr. Wagkins
alluded to a program where the administrative staff was 25 dding a
good job and now it is 800. .

Mr: Pevser. I understand that. That represents an iota of what
the program is. I would love to make those changes. I would work
for them. I am sure the chairman would as well. They don't repre-
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sent the major point of this issue or the major rfoney we are
talking about You have to get the thing in the proper perspective

Sure, we want to cut waste. Who does not warit to cut waste and
fraud? I am all for it. Every administration I know—and I have
served under four Presidents now—have all said the-same thing.
But I do not see a heck of a lot of improvement. It doesn't take—I
do not care whether they are Republicans or Democrats—it is a big
job to do. .

Right now we have a lot of people hurting and a lot more are
going to hurt I am not willing to get tied up in this process of how
we are fooling around with some people in one administration role
or another I want the programs tighter. I want them preserved. I

* want the money for them. ,

Mr. Hawkins, Mr. Watkins?

Mr Warkins. I was not going to get involved in the controversy
going on. I do not think my statement started with Mr. Reagan. I
have segn constant taking away from poor people for the past 20
years. ﬁlit isn’t one administration, and it hasn't been one Con-
gressman or Senator. I have seen a number of things.

I saw the march in 1968 with the cry for law and order that
began to do a lot of things against poor people. In 1972, Pwatched
another crusade that did things to the poor people The first poor
programs 1 knew that got cut in 1980 were those programs that
were already scheduled to be cut by Mr. Carter, the public service
employment programs. X

I'am not under any illusion abaut who is cutting programs. I was
asking to be excused.

One of the things I wanted to say, if you gentlemen want to see
what we are doing, if you have any time to spare this afternoon,
Margaret Thatcher has sent one of her people. I am going to go

down there and meet with her administrative agsistant to show her :

what we are doing in Watts, because they say they want to try to
get some of those things going in Englard to stop the burning and
things they have going on. I have to go. She will be there until
about 5 o’cloek this evening if any of you gentlemen would hke to
come down to the Watts Labor Community Action group. We
would be glad to have you.

Mr. HawkiNs. You are always optimistic, Ted.

Mr Warkins. Well, I worked under Mr. Nixon as President of
the United States, Mr. Reagan as the Governor of the State of
California, and Sam Yorty as the mayor of Los Angeles. I think I
made it. . '

Mr. Hawxkins, Mr. Weiss?

Mr. Weiss. Thank you very much, Mr. Chairman. .

First of all, let me express my appreciation to you for holding
this series of hearings across the country. J think that nothing 1s
more critical than for us to start exploring with people 1n commu-
nities across the Nation thag will be affected by these budget cuts

- as to what the actual impact will be.

The Reagan administration believed that this would be sort of a

bloodless and painless paper ex®rcise and that people should not
have to worry because the impact of the economic revitalization
program would be that in a matter of a brief few years people are
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going to be so well off that they would not mind at all the ordeal
that we havg put them through.

The prob#m is that every time we ask the Reagan administra-
tion what people will do in the interim, we do not get any answers
at all Those of you on the panel, and people like you across the
country, are, of course, in a position to tell us how terrible that
suffering is going to be, even assuming that the Reagan proposals
were to work, until they begin to work ——-

I had occasion in the course of debate on the budget to call it a
drop-dead-America budget I was just not indulging in a rhetorical
exercise I do, in fact, believe people are going to die because of the
cutbacks that are in the Reagan proposals Whatever you can do to
arouse our consciences and our consciousness, that of the President
andlthat of the Congress as a whole I think is extremely worth-
while .

I thank you very much for your-participation

Mr. Hawkins. Thank you.

I think Mr Weiss has expressed the appreciation of the subcom-
mittee for the very fine presentationsthat have beeg made

I wish to thank the panel members and certam?to indicate to
you the extreme pleasure of this subcommittee that you have so
dramatically brought to the attention of the committee and placed
1n the record some of the actual conditions that do prevaill We are
deeply thankful.

The next panel will consist of Mr Robert Bristow and
Mr. Robert Hotchkiss of the California Employment Development
Department

elcome Gentlemen, your prepared statement in its entirety
will be placed 1n the gecord and we hope that you can give to us
the highlights you have presented )

STATEMENT OF ROBERT BRISTOW, CHIEF DEPUTY DIRECTOR,
CALIFORNIA EMPLOYMENT DEVELOPMENT DEPARTMENT,
SACRAMENTO. CALIF.,, ACCOMPANIED BY ROBERT HOTCH-
KISS, CHAIRMAN, EMPLOYMENT DATA AND RESERVE DIVI.
SION

Mr Bristow I am Robert Bristow, the chief deputy director of
the employment development department I would like to thank
you for the opportunity to appear before the committee.

Our director, Douglas Patino, regrets he is unable to attend
today He is back in Washington meeting with the Department of
Labor officials on some of the very issues we are discussing today.

I have with me Robert Hotchkiss, Chief of EDD’s employment
data and reserve djvision ,

We have been asked to briefly cover projected employment
grewth in California for 1980 to 1985 and review the impact the
current Federal adminjstration’s budget reductions have had on
EDD program operatio:\s, . ;

As you indicated, we have submitted extensive testimony We
will try to highlight that testimony : N

There are two major areas that I would like to highlight First 1s
the impact the proposed Comprehensive Employment and Training
Act_funding reductions have had on the department as approved 1n
the Budget Reconcihiation Act of 1981

v
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In fiscal year 1980-81, California received approximately 3706
million under the various titles of CETA. Currently, under pro-
posed budgeting, we will receive 3120 million for 1951-82. Due to
tde many uncertainties as to where and how these cuts will take
place, it is not possible to assess their full impact at this point=

However, we already have some experience with reductions in
the area of public service employment that was mentioned earlier
by one of the previous individuals testifying That 1s, that the
titlex IItd) and VI Public Service Employment job~ under CETA
are to be terminated by October 1, 1981

What that means in California is that as of February 1951, there.
were approximately 32,500 people employed under the PSE pro-
gram As of June 30, 25,000 of these have been removed from the
PSE payroll, 20,000 of these 25,000 have filed for unemployment
insurance benefits

Mr Hawxins | am sorry, Mr Bristow We are a little confused
on the figures Would you repeat the amount to be received 1n
1981-19%2 fiscal years compared with 1980-&1° ’

Mr Bristow The proposed amount 1s approximately 3420
mullion N
Mr Hawkins 3420 million” How much did you receive in 19&0-
81’7 A

Mr Bristow 3706 muliion

Mr Hawxkins Which is a rather substantial reduction .

You said in February the PSE slots were 32,500, and in June
25,000 had been removed”

Mr Bristow That is correct, sir

Mr Hawkins Of that number—— .

Mr, Bristow 20,000 had applied for unemployment insurance
benefl

There are still approximately\63.000 to 70,000 employed 1n the
program, but’even those positions\will be terminated by October 1=

The Department has spent the past.several months working very
closely with the prime sponsors and local groups in an effort to
transition these people as they are laid off Wito other employment
We spent over $100,000 of the Governor';o\g.rants moneys on a
massive coordination effort to do just this

The Department of Labor has set a goal for each of its depart- .
ments to place at least 30 percent of those who registered for work
with them in unsubsidized employment As of July 31, we have had
9,400 who have registered 1n our field offices We have placed 2,590
of them in subsidized employment, which is a 30-percent placement
figure, at this point

Mr WasHINGTON Would you repeat that figure”

Mr Bristow The number registered with our Department 1s
9,491 The number we have placed in employment 1s 2,890, and
that represents a 30 4 placement rate =

Mr Hawkins If I may interrupt, I see that is on page 16 of the -
prepared statement <5

Mr Bristow Correct . -

The second item [ would like to discuss 15 the impact the Federal
budget cuts have had on the delivery of employment services in the
State of California This 1s on page 17 While 1t 1s still too early to
tell what the ,mpacts are going to be, we do know funding cuts
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translate into people cuts and staffing cuts. That translates into
greater demands for the services the Department provides, both
unemployment insurance and in placement services.

Over the past 2 years, our budget in the Department of Labor
has been reduced approximately 336 million. Although our total
budget is—for unemployment insurance and jobs services—is $280
million, a 336 million reduction still is very significant and cannot
be absorbed in the Department without adversely affecting the
services we provide to the public.

One of the areas where services have been impacted, covered on
page 18 of the testimony, is that between October 1-of last year and
October 1 of this year, coming up, we will reduce staffing in the
Department by 2,300 positions. I am happy to say we are able to do
this without laying off any permanent employees. However, the
impact has been felt by our seasonal and intermittent employees.

Unfortunately, most of these employees are located in the field
operations so the impact is felt by the client we serve. It is felt in
longer lines in filing for unemployment insurance benefits and
getting payments, and also is felt in less individualized services we
provide to those in job placement activities.

Probably the most significant impact of the budget reductions
has been the fact that we have had to reverse our previous policy
of trying to locate smaller size offices out in the community where
the jobs and the people are located.

Because of the budget cuts, we must now redirect our policy
toward consolidating offices and getting back to the bigger, more
centralized locations For the first time in our history, we have had
to close major field offices It is on the top of page 19 that you can
see between July 1 and December 31 of this year we will have
closed 37 field offices around the State. In the Los Angeles area
alone, we *have consolidated ki-offices and had to terminate the .
automated job bank system. -

Another area Bob Hotchkiss will mention in his testimony deals
with our ability to deliver critical labor market information so we
can plan for the future as to where the jobs are and what type of
training is n to fill them The budget reductions have forced
Bob to lay off many of his trained analysts, and their skill is being
lost to the Department to provide this type of information.

The final impact I wanted to cover briefly today is the implemen-
tation of California’s initiatives to deal with workers' needs in the
eighties also being adversely affected. EDD’s ability to assist Cali-
fornia in taking the lead in dealing with plant closures, welfare
reform, and the need for specialized retraining, cannot help but be
hindered when inadequate funds exist for our basic programs. If
the retraining and manpower programs in the eighties are to oper-
ate adequately, resources must be made available. However, be-
cause we feel at EDD we must always be moving forward, that just
standing still, in effect, is going backward, we have had to divert
some resources from our basic services such as job development
and counseling, emplpyer contacts, and individualized applicant
service to support these new directions. The fact that we are taking
this step in spite of the budget reductions, and in spite of the fact
that the Employment Service budget has been frozen for the past
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15 years, I feel indicates California’s recognition of the changing
employment needs of its citizens.

In conclusion, while most of my testimony has dealt with the
problems resulting from the budget cuts, I would like to end it on a
positive note

EDD is the largest employment operation in the State and recog-
nizes its goalrand responsibility toward the unemployed, not only of
California but of the Nation I would like to take this opportunity
to assure the committee that we take this responsibility seriously.
We are part of a nationwide employment services system that,
given the direction and support, can carry 1its weight and help in
resolving the employment problems of the eighties

That concludes my testimon

[Prepared testimony of Rugem Bristow and Robert Hotchkias
follows }

Preparep TEsTIMONY OF RoBert T  Bristow. CHier Deputy DIRECTOR AND
Rosert Horcukiss, CHier. EmpLoyMENT DaTa anp ResearcH Division, Em-
PLOYMENT DEVELOPMENT DEPARTMENT. STATE OF CALIPORNIA

Good morning. I am Robert Bristow. Chief Deputy Director of the Employment
Development Department 'EDD: Thank you for the opportunity to appear here f
today [ am representing EDD Director Douglas Patino who presently 1s in Washing-
twon metting with Department of Labor officials I have with me Robert Hotchkiss,
Chief of E%Ds Empluyment Data and Research Division We have been asked to
briefly cover projected employment growth in California for 1960-%3, and review the
impact the current Federal administration s budget reductions have had on EDD
program operations

The Employment Development Department s the agency responsible for the
provision of empluyment services within the State of California As such we recog-
nize the need to assist in the development of national policy to expand employment
opportunities 1n the 19x0's

Now. I would Like tv have Bob Hotchkiss cover projected employment growth in
California

The California economy can be viewed along two dimensions First, it can be
stratified into industries. retail trade. wholesale trade. services of various sorts,
manufacturing of goods. and many other types of industry Second, the economy can

"“be viewed as a collection of occupations Secretary, plumber, college professor,
registered nurse. 4nd so un Thus. when asking where employment growth will be in
the State. we can answer in terms of what industries are growing ior emerging; or
in terms of what occupations are growing or emerging Further, we can ask where
geographicaliy, growth 1s hikely to occur

Every two years. the Employment Development Department produces new projec-
tions of employment demand by industry and occupation for the State and for
approximately 20 areas within the State The most recent statewide projections
were completed 1n 1979 and they are being revised in 1931 We believe that the
data presented here are reasonably accurate in terms of the industry and occupa-
tion mix of employment demand for the first half of the 19%0s At a detailed level —
we pruject employment for over 200 industries and almost 400 occupations—the
19x] projections may be revised, but analysis of social policy questions will be
adequately served by the available data

HOW MULCH WILL EMPLOYMENT DEMAND GROW IN THE FIRST HALF OF THE 1980's

Growth ;n employment demand can be considered to derive from two sources
change in the needs of industry for workers and change in the rate at which
workers leave the labor furce rand therefore need to be replaced; We are currently
projecting that tutal industry demand will grow at a rate of approximately 4 percent
annually through 1955 Total job upportunities, including those due to replacement
needs, are expected to be approximately 650,000 each year

Total empluyment demand is, in actuality, a composite of the demand for wurkers
in individual industries QOur projections reflect differing growth rates for each
industry, so while employment as a whole s expected to gruw at a fairly modest
rate, there are industries that are expected to grow much faster and sume that are
expected to remain essentially unchanged
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WHICH INDUSTRIAL SECTORS WILL GROW THE FASTEST

If we compare the expected annual growth rate of the California economy ap a
whole with the expected growth rates of ind ustry groups within the economy, we see
that @ number of diverse sectors are expected to outperform the average in terms of
rates of creating new jobs These industries are Electrical machinery manufactur-
g non-clectrical machine ry manufacturning Apparel and textile products mann-
facturing,' printing and publishing retail trade especially eating and drinking
places. finance. 'nsurafice and real estate all services except Education and Private
Household but especialls hotels and lodging places temporary help, auto,reparr,
and medical and other professional and related serices e<pecially accounting and
auditing

These industry sectors are projected to be the fastest growing 1n the State be-
tween ') and 1977 but they do not necessarily reflect the sources of most new
Jobs during that time It is important to neepin mind that if we want to know what
Jobs we should be preparing people for 1t 1s not always productive to look only at so-

d growth industries In fact most new Jobs are a product of growth in very
Twrge industries This 1s particularly important in the case of the Services industry
sector which is both large over four million workers projected 1n California in 19%5,
and growing faster than average

In making policy decisions regarding what Jobs the California economy will
demand in the future then 1t 1s not sufficient to look only for rapid rates of growth
among different industries or industry groups As we noted at the outset the .
econumy can be thought of as a collection of occupations as wel] as a system of
interrelated industries To project employment demand our economists first fore-
care employment demand for each industry in the target vear These forecasts are
derived from statistical analysis of employment in each of the 200-plus industries in
previnus years using federal forecasts of national industry emplpyment, and using
Our own assumption~ about future unemplosment rates economic growth, labor
force participationy rates and projections of State population by age Analyvsts famil-
1ar with the local economy in each projectinn area supplement the statistical econo-
metric analysis with their knowledge of planned industrial expansion and contrac-
tion n each area Our occupational analysts then translate these industry forecasts
Into projections of empiovment demand by occupation Using the distribution of
occupations wor  staffing pattern ' in each industry found in the 1970 Census as a
starting point, the occupational analysts adjust the staffing patterns for changes
that have occurred since that time This 1s done partly through the use of factors
provided to us by the Bureau of Labor Statistics and partly through our own
occupational research Since each industry has a unique -taffing pattern, differing
growth rates among industries can and often do have differing effects on.overall
cupational demandr

WHICH (CCLPATIONS WILI GROW THE FASTEST

Based on our forecasts of indu~try emplosment demand and changes in staffing
patterns within each industry the fifteen mxcupations rout of 37° census occupa-
tons: that will offer the most job opportunities between (U=l and 19%5% are as

follows ;

Sale« workers 4%,000)
Managers and administrators 13,000
Secretaries . 3,000
Bookeepers account clerks 16,000
Miscellaneous clerical workers 13.000
Janitors 13.000
Cooks 12 0ty
Waiters and waitreases . 12 000
Cashiers 12 006
Assemblers 11000
Real estate agents and brokers 11 G060
Blue collar ~upervisors  foremen - 11000
Typists 10 H6)
Registered nurses G4 0060
Accountants - . 4000

These fifteen occupations account for approximately 30 percent of job openings
that will eccur duning the next five years These job opening are predominantly not

Manatscturing o droded  non thew tw s ategonies 1n the national Standard Industrial
Classification svstern o untaned by the [k partment of Commere
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due to meteoric growth in a few industries, nor are they due primanly to radical
changes in staffing patterns within industries Most job openings are due to expan
sion of existing Par e industry sectors and to replacement needs genera by
workers leaving the labor force .

The occupations with the greatest expected rates of growth thhough 1985 are
generally much s’malfer, in terms of the number of job opportunities and in terms of
total employment They are

Aveage  ° Average
Oczunation anfug growth el o0
fate {pertent;  opportunttes

Baggage porters and befthops . 1 17 550
Miscelaneous medica! and heafth workers health workess ! 17 220
Lodgng cleaners, except prvate household 45 375
Dental hygenists 85 760
Mrscefianeous ciencat workess 84 13120
Data Processing machine repawers . 83 1,050
Chiid care workers except private household 79 3300
Miscefaneous socelscentists ! 10 90
Medical sectelanes ‘ . 66 1690
Legal secretaes ' 65 2m
Advertiung agents and adverising sales worgess 60 1.210
Offxce machine reganers 50 ~570
Fhght attendants 59 1,340
Aur condibons, heating, and refngeration mechanks 58 1,580
Buyers, whoiesale andg retad 57 3560

' These mescrtanens categores nciude arge numben of dvense dTtons none of which 5o et very rge whath do a0t ‘e i ey of
e & octupatonan CO0ES

a <
These fifteen fastfromng occupations account for approximately 5 percent of the
job openings that will occur during the first half of the 1980's

What geographical areas in California will experience the most growth

Certainly the largest metropolitan areas will have the lion's share of the ob
openings in the fureseeable future Los Angeles and San Francisco-Oakland, because
of their size, will have 40 percent of job opening, but because of their economic
stability their projected 19 percent growth rates wlll be outetripped in terms of

owth rates by smaller areas The major areas in the State will ge Sacramento—

9 percent, Riverside-San Bernardino-Ontario—3 6 percdht, San Diego—3 percent,
and Fygsno—3 2 percent

WHAT 18 EDD DOING TO ANTICIPATE GROWING AND EMERGING OCCUPATIONS AND
INDUSTRIES

EDD maintains four regional Labor Market Information offices in the State Each
office has analysts assigned to each county, and these labor market analysts stay in
close touch with the economic and industrial developments in their areas, allowing
the }?epartment to anticipate and react quickly to changing demands in the job
market *

As examples, our analysts report that

In the San FranciscoOakland area we have Jost over 1,000 jobs in auto and truck
manufacturing since 1980, but we anticipate 300 new jobs in research and gevelop-
ment 1n the petroleum industry

In the San Jose area, we expect 2,000 more defense-related jobs than we projected
two years ago These jobs will largely be for assemblers, checkers, and examiners

In the Vallejo area, if Mare Island receives an upcoming submarine-building
contract, over 5,000 jobs for plumbers, machinists, clerks, welders, shipfitters, check-
ers, examiners, and other occupations will be generated

In the Sacramento area, and Northern California in general, there will be rapid
growth in the electronics 1ndustry, especially for electronic assemblers and techni-
cians -

In the Los Angeles area, our analysts anticipate a marked increase \n demand for
computer programmers, systems analysts, data-coder operators ipeople who key-
enter data directly on to computer tapes), and medical technicians Oug analysts are
seeing a trend in which prof
jilits. and thereby creating new openings fur people 1n existing occupations For
mple, there 18 a trend toward mucg of the work traditionally performed by

.

essionals are giving up some of their duties to assist-
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doctors or nurses now being turned over to medical assistants. The Los Angeles area
is also expecting increased R&D (research and development) actvity related to
defense spending R&D work generally has spin-off effects on other work, especially
the machine-operator occupations.

San Diego is experiencing a growth in demand for electronic engineers and
technicians, data-coder operators, machinists, cooks, and nurses. While some of the
growth 1s related to increased aerospace and defense work, other growth 15 due to
general economic vigor 1n the area

Orange County, Santa Barbara County, and the San Bernardino area are experi-
encing a rapid increase in demand for workers in the health occupations RN,
LVNs, and EKG technicians in particular Orange County 18 finding an mcreasmg
demand for various types of engineers, especially bxocgemxcal. mechanical, an
electronic engineers Numerical<ontrol-machine (a type of ''robot”’ that has been in
use for years) operators are in hlé}el demand 1n Orange Count

What EDD refers to as the Central Region (San Luis (gbxspo, Santa Barbara,
Ventura, Kern, and a few other Central Valley counties) 1s finding rapid growth in
the printing and publishing industries These industries, as they evolve technologi-
cally, are requiring increasing numbers of word processing operators and terminal-
system operators This area has a growing computer industry, which has an effect
on other industries that use computers, such as the insurance industry As comput-
ers become more accessible, the duties of office personnel change to fit the needs
and abilities of the computer

The bulk of new jobs are related to industry growth, rather than industry change

_ A striking e;{ample 18 1n the petroleum industry Partially as a result of high energy
rices, this “old” industry 15 devoting enormous quantities of money to expanding
its supplies This means that the 3,756 o1l drilling rigs currently 1n existence in the
United States are expected to double by 1330 Since each rig employs six workers
per shift and operates four 6-hour shifts every day of the week, & very large number
of new job openings will be generated, and after those rigs have found oil, thousands
of new ol field mechanics and equipmen®™operators will be needed.

Every two years the Employment Development Department publishes for the
State and approximately twenty r,egions within the State five-year projections of
employment demand by industry and occupation We also publxsﬁ quarterly 'Labor
Market Supply and Demand” reports for the State and areas within the State
These reports provide the most current short-term outloo?\ for jobs in vkrious
occupations, generally the occupations most 1n demand \ )

EDD is also involved with, or has appled for funding for, a-uumber of projects
that anticipate the effects of changing technology and attempt to ameliorate the
effects of those changes on workers who are displaced from their jobs a) of
change We have a project that provides information on alternative employeY®%and
occupations to workers affected by large-scale layoffs and plant closures We will be
praviding occupational demand information as part of agﬁr'OJect with the Depart-
ment of Economic and Business Development, which will assess the impact of
changing and emerging. tethnology And, if funded, the Department will en age 1n

* an 1independent study on the effects of emerging technologies and a study to develop
new techniques far accomplishing suprlgédemand analyses

However, if appears that there wil ‘a decrease 1n our ability to generate and
utilize labor market information in the near future Unfortunately, we are expect-
ing a 20-25 percent reduction in our Employment Service Labor Market Informa-
tion grant from the Department of Labor, effective October 1, 1981 As this and our
other programs are cut, resources must be shifted to provide the basic Employment
Service and Unemployment Insurance services required by statute This shift will
mean g reduction in resources directed to the development of innovative and proac-
tive labor market data -~

Yet, 1n spite of these reductions, the Department sees as a major goal the easing
of the transition of the labor force into the ndustry demands of the 19%0s This
entails not only providing Unemployment Insurance to those who are displaced and
employment services to those looking for work, but anticipating the needs of the

; economg and assisting educators, communities, and éobseekers 1n planning for those

needs Our.eommitment to these goals 1s strong and, within the resources allocated
to us, we will do our best to meet the needs of the work force and of business

We have attached some material refardmg projected labor force participation
This material was prepared by National Governor's Association staff, using gureau
of Labor Statistics data It provides a good national perspective on changes in our
labor force during the 1980's However, we must recognize that the national labor
market 18 made up of hundreds of local labor markets The programs that are
directed to the employment and labor needs of the 1980s will be national programs
only in the most general sense There will be thousands of local training and
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education programs which are the backbone of any national effort In view of the
diversity and complexity of the national economy and California’'s economy, we
believe that only a careful blending of national, state, and local efforts can hope to
meet the needs of industry and the labor force It is here that our greatest concern
arises these local programs must have timely, current, accurate and local labor
market information However, the reductions in the Department of Labor programs
will ensure a devastating reduction in our ability to provide this information We
believe that this hardly serves the public interest, and that careful consideration
should be given to the maintenance of a strong state and local labor market
information program

There are two major areas I will discuss regarding the impact of Federal budget
reductions on EDD operations

First, 1s the impact of the proposed Comprehensive Employment and Training Act
(CETA) funding reductions approved i1n the Budget Reconciliation Act of 1381

In fiscal year 1980-81 California received approximately 3706 million under the
various titles of the Comprehensive Employment and Training Act, based on Cal-
fornia receiving 10 percent of the Federal budget reconciliation conference agree-
ment Due to the many uncertainties as to how much and where the CETA cuts will
take place, it 1s not possible to assess the full impact of their reduction However,
we have-already had some experiences with reductions in the area of Public Service
Employment (Title II-D and VI) the impact 1s well documented

All CETA PSE’jobs will be eliminated by October 1, 1981 In California 32,575
persons working in PSE program jobs have been or will be laid off between March
31, and October 1, 1981

On a statewide basis, it has been our experience that approximately 50 percent of
all PSE participants successfully transitionl into unsubsidized employment

Historically PSE employees who have not transitioned into private sector employ-
ment either returned to public assistance or unemployment insurance claimant
status

Services performed by CETA workers will be curtailed since local public entities
are unlkely to have adequate resources to replace the CETA workers In addition to
the obvious social and economic impact on the PSE participants, the State will
experience a sharp curtailment of services, at a time when state and local public
resources are diminishing Services reduced include Health aid services including
programs for drug abuse, alcoholism, nutrition, rape crisis, rat infestation, Child
care services, Transportation services; Law enforcement services, Recreation and
cultural services, Clerical services for government agencies, Family counseling serv-
ices including programs for battered women and abused children, Senior citizen
services, Services for the disabled, School and classroom aides, Home repair and
weatherization, Library services, and Community maintenance services

Agencies that will lose these services include Schools uncluding community col-
leges), State and local government committees including police and fire districts,
libraries, parks and recreation departments, Hospitals and commumity health cen-
ters, Family service centers and senior citizen centers, Local housing authorities,
and Community Based Organizations and non-profit agencies (Community Action
Programs)

reases in services provided by agencies will occur for handicapped, youth,

minorities, women, older workers, persons of hmited Enghsh language proficiency,
veterans and public assistance recipients Both urban and rural areas will be hard
hit without resources to provide the kinds of services provided by PSE participants

The economic impact of these laf'offs will be felt 1n communities throughout the
i;tate Tax revenues to state and local governments will be reduced due to wage
ogses .

Increases in application for Food Stamps and other public assistance will increase
the workload for the responsible agencies and for the &IN program

An increase in demand for more training will occur since the type of jobs per-
formed by CETA participants are primarily in public sector services occupations,
and, therefore, transition to similar employment in the private sector 1s unhkely
The current transition rate to unsubsidized employment for workers performing
these public sector service {unctions (except clerical and maintenances runs around
20 percent Specific skills training to aid the transition will be needed by many
CE'F.Z participants .

For the past several months EDD has been working to place those PSE partici-
pants already laid off The current status of our efforts i3 as follows

In February 1981, there were about 32,300 people employed 1n PSE program in
California

As of June 30, 1981, about 25,000 have been removed from PSE payrolls Some
6.500 are still employed
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Over $400,000 of thé Governor's Grants moneys has been spent on a massive
coordmnation effort between EDD and Prime Sponsors The transitioning of the PSE
participant has been given & high prionity

All persons who need employment services are urged to register with EDD for
employment assistance Generally, those who have registered are those with the
least training, often with other barriers to employment such as transportation or
eifld care problems They are the participants that have been unable to make the
transition to private employment without special assistance

The Department of Labor goal for State Employment Security Agencies, such as
EDD, 15 to find employment for at least 30 percent of those who register for
employment assistance

EDD workload for the period March 1 to July 31, 1981, 1s as follows

Registered with EDD, 9,491, placed in a job, 2,890: and percentage placed, 30 4
percent.

These figures reflect specific criteria for placement credit Positive terminations
such as return to school are not reported Our figures include only those persons
referred and p¥ced by EDD and those who found their own Jobs after receiving
special employment assistance, including Job search workshops, job development,
counseling; job search assistance; and employability assessment.

The 65 percent reemployment rate placement figures released by Department of
Labor are direct or indirect placement, which include people transitioned 1nto
unsubsidized government employment, placed into employment in private industry,
entered military, returned to school, tPansferred to other CETA traimning, entered a
training program not funded by CETA, or found employment on their own after
CETA participation The EDD reporting system has information only on CETA
participants who register with our Department for services

The second 1tem I would like to discuss 1s the impact of the Federal budget cuts
on the delivery of employment and training services and on employment in Califor-
nia.

It is still too early to tell to what extent the multitude of proposed reductions will
tmpact EDD It 18 known, however, that any reduction in funding for any program
usually translates into people put of work, and people out of work translates into
greater demands for the unemployment insurance and job placement services of
EDD

EDD, although no different from other 1mpact‘ed§overnmental agencies, 18 facing
the coming fiscal year with substantially fewer dollars to provide the same needed
services This fiscal year we faced a budget underfunding of $18 million While we
do not yet know the extent of next year's budget reductions, it appears it will be an
additional $18-20 million Even a department as large as EDD with a total Unem-
ployment Insurance and Job Services budget of $280 million cannot absorb $36
mullion 1n budget reductions within a two year period without there being an
adverse impact on the services we provide to the public

Reduction of services to the public has occurred 1n the following areas:

As of October 1 of this year we will be operating with 2,300 less positions than on
October 1 of last year Many of the positions in our Department were filled by
intermittent employees This means that several individuals, each working }part-
time, made up one full-time position Thus, the number of staff not worki g 18
greater than the 2,300 positions Becauag the majority of EDD's staff 1s located 1n
the field offices, the majority of these sfaff reductions occurred iy the field oper-
ations The result 1s longer hines and less individualized service

We congolidated our administrative overhead by reducing our Operations Branch
regional offices from five to three While this reduced support costs, it also reduced
the availability of technical asd¥stance to our field officés

We had to reverse EDD's previous policy of locating smaller size field offices in
more locations closer to the public we serve We must now follow & policy directed
toward the consolidation of offices As a result, for the first time 1n EDD history, we
have had to close major field offices Between July 1 and December 31, 1981, EDD
will have closed 37 field offices around the State In the Los Angeles area alone we
have consolidated 14 offices and terminated the Automated Job Bank system

Even after a consolidation of that magnitude, we fully expest a second round of
consolidations in order to operate within the anticipated {evel of resources

As Bob Hotchkiss mentioned, our ability to develop the critical labor market
information needed for informal planning has been reduced Bob currentl 1s reduc-
g the number of analysts working on developing such information THRis pool of
trairied analysts 1s being lost either to other departments or other operations within
EDD At a time when employment and training directions depend upon the ability
to project future_rlg’is. these cuts are particularly damaging to our efforts
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Implementation of California’s initiatives to deal with the worker's needs of the
1980's are alsc being adversely impacted EDD's ability to assist California in taking
the lead in dealing with plant cFosures, welfare reform, and retraining emphasis
cannot help but be hindered when inadequate funds exist for our basic programs If
the retraining and manpower programs of the 1980's are to be operated adequately,
resources must be made available :

Therefore, EDD, in order to always be moving forward, has already begun to
divert some resvurces from basic services such as job development, counseling,
employer contacts, and individualized applicant service to support these new direc-
tions The fact these resources are being diverted in spite of the standstill budget,
the Employment Services Program has iad for the last 15 years, indicates Califor-
nia's recognition of the changing employment needs of its citizens

In wonclusion, while most of my testimony has dealt with the problems created by
the current and proposed budget reductions, [ would like to end my testimony on a
positive nute EDD, as the largest employment operation in the most populous state,
recognizes its role and responsibilify toward the unemployed and underemployed of
not only California but the Nation I would like to take this opportunity to personal-
lv assure you we do not take this responsibility lightly We are part of a Nationwide
employment service system that, given direction and support, can more than carry
its ngght in contributing to the national effort to resolve employment problems of
the 1980's

.

[Attachment to EDD Testimony]

The following is an excerpt from the Employment and Training Subcommittee
report submitted for review by the subcommittee in Wilmington, Delaware, on June
29-30, 1981

B TRENDS IN EMPLOYMENT

s

The need for this reordering is straightforward .The p;obablllty by the late 1980's

of severe labor shortages 1s high The Joint Economic Committee of the Congress
and others are projecting that by the turn of the century this nation may not be
able to fill its jobs, even assuming an economic growth rate of only one or two
percent per year The reason for this proujected phenomenon is the phasing down of
the impact of the post-World War II baby boom and our presently dechining birth-
rate The potential for severe skill shortages in the coming decade is Jfurther
compounded by the changif§s composition of the labor [orce, and the need to make
that labor force marketable tv the employer communith If this nation is to main-

« tain a high level of productivity without importing workers from other countries, 1t

15 guing to have to prepare the total labor force available to perform the increasing-
ly technical jobs that are and will continue to be emerging .

In 1970, 49 percent of the labor force was unemployed, i 81, that proportion
has grown to 7 3 percent of the labor force A substantial malyrity of these persons
are unemployed because of lack of appropriate educationfand skills, and their
numbers are likely to grow as job¥ increasingly require higher levels of technigal
proficiency An increasing number of the unemployed are workers who have lost
Jubs un which they were skilled, their jobs terminated due to increased automation
and mechanization, energy constraints, relocation of jobs to other parts of the
colntry or to other nations, or foreign competition The number of displaced work-
ers 15 likely tu®increase as industry seeks through modernization to compete with
other countries

In addition to the gruwing provtem of unemployed individuals, the phenomenon of
the underemployed wurker must also be counsidered According to the Bureau of
" Labor Statistics, 1n 1970, some 2,443,000 individuals were working part time in all
occupations, but were seeking full-time work, by 1980, this figure had climbed to
4,214,000 In addition. a significant number of individuals worked full time year-
round yet still resided in families with incumes below the poverty level (1,624,000 in
1970 and 1,313,000 in 19731 Therefore, although the underem {oyed have at least
penetrated the competitive labor market, they, like the unemployed, can be hardly
characterized as having reached their full productive potential | :

The 1rony of the‘unemplufyment and underemployment rates i3 all the more
apparent when examined in lLight of the employment, population ratio, it i1s incon-
sistent tu have sustained growth in wmployment upportunities coupled with an
increasing rate of unemployment and underemployment During, for example, the
period 1977 %0 there was real growth in terms of the number of jobs opened and
filled (from ¥2,471,000 in calendar year 1977 to 90,657,000 i1n calendar year 19%0),
while unemployment during this same period still hyvered between 6 percent and 7
percent The Bureau uof Labor Statistics projects that between 1978 and 1980, some
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66,400,000 job openings will occur—19,600,000 of which will be new jobs apart from
replacement factors . .
At the same time new jsbs are being created, the labor intensive jobs that havé
> absorbed unskilled and sem-skilled workers are being contracted out to developing
’ mdustrial countries That trend is not likely to weverse itself, and should not The
expectation of US workers with respect to wages and working conditions even now
causes the most undesirable jobs in this country to go unfille, or if filled, to be
filled by foreign nationals, documented and not. =~ ., ~ |
Considerations of unemployment and underemployment in relation to job genera-
tion, wage and sork conditions, and exportation of jobs are not the only Issues
facing employment and trai policy makers Concomitant to the trends noted .
above, Bureau of Labar Statils%' projections on labor force participation, shown In
Table 1, support the argument of potential worker shortages in the coming decades
Although there will be a modest absolute increase in labor force participation from
102,908,000 1n 1979 to 122,375,000 in 1990 to 127,452,000 in 1995, the relative in-
crease in labor force participation will decline dramatically from about 19 percent
{1979-30y to 4 percent (1990-95) Even adjusting for the different number of years in
the compared time periods, the decreasing labor force participation trend s appar-
ent. L
It 15 also projected that the composition of the labor force will change over tume.
In light of economie factors and changing perteptions of the family unit, it 1s not
surprising that the proportion of women participating in the labor force 1s expected
to increase from 42 percent (1979) to 46 percent (1990) to 47 percent (1995). Declining
birthrates are reflected in projections on labor force participation for youth between
the ages of 16 and 24 Youth will constitute only 17 pgreent of total participants in
the labor force by 1995 as compared with- 18 (25-54) in"the labor force is expected to
increase dramatically between 1979 and 1990 (from 61 percent to 70 percent) but
‘ then level off to 72 percent as tht; impact of the baby boom decelerates Older
workers {55+ ) represented about 14 pdgent of total labor force participants in 1979,
and their profortion will decline to 12 pagcent in 1990 and 11 percent in 1995 The
proportion of minorities participating in the labor force i1s expected to rise consist-
ently from 12 percent in 1979 to 13 percent and 14 percent in 1990 and 1995,

respectively ¢
r 5 ~
TAﬁE 1 —CIVILIAN LABOR FORCE PARTICIPATION -
1919, 1330 (prosected) 1985 (proggted) »
e Poputation group Per [ 2 Per-
T e e 'N»m——m &‘{A«mv ~ ™ "W“”Tﬂ\(‘“‘“"'“-"
Males ] . T S9SIT000 58 65880000 54 67611000 53
Females - <43391000 42 56495000 46 59931000 47
Youth (16-24) 25280000 25 22607000, 18 21846000 17 N
Pnme Age (25-M) 63336000 61 85616000 70 , 91779000 12
Dider Workets (53+) 0 o 14292000 14 14152000 12 13917000 1
#Whites (16+) 90.602.000 88 105867,000 87 109292000 86 ~.
Blacks 2nd Others (16+) 12306000 12 15508000 13 18250000 14
. Total 102908000 100 '122375000 100 127562000 100

Sw;xﬂwa«dﬂfuﬁmmk The 1995 labor force 3 fist ook,  Monthly Labor Review, December 1380 p 15m5(wwedmx‘k.$e

Increasingly, 1t 1s evident that the primary persons who can fill the projected

. worker shortages will have to be drawn from that part of the population that is at
risk and traditionally served by the “synthetic”’ system or from those who have been
displaced by shifts in the industrial base or in occupational demand The point is
simple If we are to promise a share of the good life to everyone in this country, we

. shall have to appropriately educate (or retrain) all persons so that they fil{ and
command the jobs thig nation produces Failure to do so will not only increase the
costs of welfare, health, crime, and social unrest, but will also make it increasingly
difficult for this nation and its taxpayers to bear those costs. The urfency of this
educatidnal task is increased by the fact that a declining birth rate will increasingly
limit the number of potential workers available as we approach the end of this
century The issue 18 mage all the more problematic due to the increasingly techni-
cal nature of jobs and shifts in job Tocation

]




.

E

O

66 5 ~

C TRENDS IN THE NATURE OF WORK AND JOB IX)CAY‘]&N

Estimates developed by the Bureau of Labor Statistics for Projected Growth by
Occupation (1978-1990) generally support the premise of the growing dpminance of
the gghesﬁskxlled, more technieal occupations in the comipg decade The single

n

outstinding exception is, as anticipated, substantial growth in the service sector (see
Table 2) . .
t 4
TABLE 2 —PROJECTED GROWTH BY OCCUPATION T

. . w;‘” 1990 (prosected;  Change (percent)
T . (4
Professional and technial . 14,245,000 16,300,000 +19
Managers and adminsstrators (except farmers) 10105000 12,204,000 -2
Sales . 5951 000 7.600880_ ~28
Clercat ‘ 16,904,000 21,700,000 +28
Crafts - 12,386,000 14,900,000 +20
Operatrves (except transport) 10875000 42,500,000 ~15
Transport operatives 3,541,000 4,100,000 ~16
Noafarm laborers 4,729,000 5,100,000 +8
Private household workers 1,162,000 900,000 -3
Other service workers . 11677,000 15,800,000 35
Farmworkers . 2.798.000 2,400,000 -4

Total ) 94373000 114,100,000

Nor 1s the shift in our labor market brought about by technology and a world
market the only shift with which we must contend over the next twenty years As
this country increasingly moves away from production of durable goods and toward
those industries that are based on the production, communication, and application
of information, we are seeing jobs in the old industrial centers of the North and
East decline while Sun Belt with its warm climate, recreational and leisure-time
attractions, and traditionally weaker,labor organizatién grows rapidly Between
1970 and 0, the number of employed individuals in the North Central section of
the nation (Illinois, Indiana, Michigan, Wisconsin, Ohio, lowa, Kansas, Minnesota,
Missour:, Nebraska, and the Dakotas) grew from 21,650,000 to 26,011,000 individ-
uals The entire Northeast section {the New England states, New York, New Jersey,
and . Pennsylvania) registered_a relatively _medest increase from 19,271,000
21,473,000 Thus represents a total increase for both sections of 6,563,000 employ
individuals. =

By contrast, the statistics for the eleven states that constitute the Sun Belt reflect
significant individual increases in numbers of employed individuals as well as a
greater total increase in employed individuals relative tu those registered for the
greater number of Northwest and North Central states

L - -~ . oo e e
Adzbama ' 1193000 1,498,000 305.000
Fionga . 2,426,000 3691 000 1,265,000
Mississips - : 719000 947 000 228,000
Aansas 650.000 895.000 245,000
Louryana 1,158,600 1,608.000 450,000
Oklahoma , 928.000 . 1,261 000 333,000
Texas . £,142,000 6,075,000 1,933,000
New Mexxco . . 323,000 502 000 179.000
Arzona 614 000 1051 000 437,000
Nevada 198 000 358 000 155,000
Caiifornia , 7 485000 10,443,000 2958 000

-— - - - — - - = - — e ey e JE— -

Whether or not this geographic dislocation will continue over the next 20 years
depends not only on the availability of workers and jobs, but debate over population
distribution, the availlability of energy and natural resources, and questions of
environmental quality that the marketplace alone may not be safficient to resolve

7 -
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Mr. HawkINS. Suppose we hear from Mr. Hotchkiss first and
then direct the questions to the two of you?

STATEMENT‘OF ROBERT HOTCHKISS, CHAMRMAN, EMPLOY-
MENT DATA AND RESERVE DIVISION, CALIFORNIA EMPLOY-
MENT DEVELOPMENT DEPARTMENT, SACRAMENTO, CALIF.

Mr. HorcHxkiss. I appreciate this opportunity.

This is one of the responsibilities of the Employment Develop-
ment Department, to provide information on employment opportu-
nities to the public.

duces new projections of employmeént demand by industry and
occupation for more than 200 industries in almost 400 occupations.

We provide projections of employment demand for 200 industries
gnd almost 400 occupations for the State in 23 areas within the

tate. .
The most recent statewide projections were completed in 1979
and they are being revised this year. We believe that the data
presented in these projectbops are accurate in terms of California
iré%g’stry apd occupational employment for the first half of the

g, .
In order to project employment demand, our committees first
forecast employment demand for each industry in the target year,
which in this case is 1985 These forecasts are derived from statisti-
cal analyses of employment in 200-plus industry categories using
Federal forecasts of natipnal industry employment and using Qur
own assumptions about future unemployment rates, economic
growth, labor force participation rates, projections of State popula-
tion.
Analysts familiar with the local economy in each projection area
supplement the statistical economic analysis’ with their knowledge
of future industrial expansion and centraction in each area. Our
occupation analysts then translate these industry forecasts into
pr{)}'ectiops of employment demand by occupation.

sing the distribution of occupations or the staffing patterns in
each industry found in the 1970 census, the occupational analysts
adjust these staffing patterns for changes that have occurred since
the censas. This is done partly through factors provided by the
Bureau of Labor Statistics and partly through 'our own occupation-
al research Sincg industry has a unique staffing pattern, different
growth rates among industries can and do have differing effects on
occupational employment. )

In addition to these long-term projections of employment oppor-
tunities, we provide shorter term assessments of the labor market
and of the employment demand. provide for 40 areas within
the State qugrterly analyses of syfply and demand We also pro-
vide for 40 areas of the State on ¥n annual basis assessment of the
industrial and occupational changes taking place. And we do many
analyses on’ special requests; far example, for CETA prime spon-
sors, training needs assessments, that is, the opportunities that will
ba available in particular occupations. ’ :

All of thesé differing assessments of employment opportunities of
demand in specific industries in particular occupations are directed
to the same basic question whicﬁ is asked by evéry job seeker, by
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4
every student, by every program operator, by every occupational
program teacher, and that is, “Where are the jobs? Where will the
jobs be?” “

I recently reviewed some material regarding projected labor force
participation It provides a good national perspective on changes in
the national labor force during the coming decade. However, I
believe we must recognize that the national labor market is made
up of hundreds of local labor markets.

Programs that are directed to the employment and labor needs
of the 1980's will be national programs but will be operated at the
local level There will be thousands of, these programs. It is. here
that our greatest concern arises regarding labor market informa-
tion.

These local programs must have timely, current, accurate local
labor markeétinformation, particularly regarding employment op-
portunities However, the reduction in the Department of Labor
programs will assure a devastating reduction in our ability to
provide this information. N

For example, it appears at this time that I will not be able to
revise our employment projections in the coming fiscal year.

We believe that this does not serve the public interest and that
careful consideration should be given to the maintenance of a
strong State and local Federal market information program.

Thank you. That concludes my comments.

Mr Hawkins Thank you '

With respect to the statistical presentation basically on page 16,
the percentage placed that is used is 30.4 percent. I assume that
refers to the percentage placed of those who registered with EDD?

Mr Bristow. That is correct. :

Mr Hawkins However, you indicated the number of CETA jobs
as of February 1981 had been 32,500 So if you count the number’
that was actually on CETA as of that month, and use that as a
base for determining how many had been placed, what significance
is the 30 4 percent?

Mr Bristow Many of the individuals transitioned into employ-
ment from the jobs that they were serving in the PSE program.
Also, not all the individuals did come in and register with our
office They were laid off from the parent organization, and al-
though they were given directions and instructions as to how to
come in, they never have come in So basically the 9,400 are those
that have come into our office and registered for services and have
received job placement activities through our offices.

This is the Department of Labor’s goal of placing 30 percent of
these individuals Obwiously 30 percent of those whom, we.deal with
rather than 30 percent of the universe b

Mr Hawkins But the impression I think is given to the public
that 30 percent of those who had been on CETA had been placed in
unsubsidized jobs Yet you indicate that out of the 25,000 as of
June, who have been removed, 20,000 of those applied for unem-
ployment insurance.

" Mr Bristow The number that is placed, Congressman, is the
number placed through our offices There are others that secured
employment on their own We do not have the total figures on
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those So we can only speak to those who came through our oper-
ations.

Mr. Hawkins Is it accurate to say that 20,000 have applied for
unemployment insurance, certainly you are not counting them as
having been placed?

Mr. Bristow. No, sir

Mr HawkiNs So that the rate of placement siree CETA has
been discontinued is extremely low. Certainly 1t is less than 30,000,
and it certainly 1s accurate to say that the majority, if not three-
fourths of those who had been” on CETA, are now probably on
unemployment insurance; is that not so”

Mr. Bristow Or on welfare.

Mr Hawkins. One or the other

Mr. Bristow. That is correct

Mr HawkiNs So CETA has a much better record than that?
According to the Department of Labor, the placement record was
fairly close to 60 percent.

Mr Bristow Of course, sir, we are still working with a group of
individuals The placement percentages have been going up over
the past several months from 12 percent to 30 percent We contin-
ue to foresee an increase in the numbe; we place That 1s only as of
this particular point in time

Mr HawkiNs We certainly hope that 1s true. The 1mpression
was given at the time the budget cuts were made that indicated
that these individuals who were being eliminated from CETA were
finding jobs elsewhere I am sure that the Congress labored under
that impression despite the fact that this committee and others
tried to convey quite the opposite, but the Department of Labor has
been using that figure of 60-some-odd percent

Mr. Bristow. On page 17 we have that

Mr. Hawkins. On page 17; that 1s the thing that has been
circulated It seems to me that is extremely misleading Hopefully
those individuals will be placed, but in the meantime, 1s it not true
that we are alsp experiencing some layoffs of people not connected
with CETA?

Mr Bristow Being impacted by the reduction in funding? Cer-
tainly there is a ripple effect that goes down through the economy,
that is correct

On page 17 where we tried to show why the Department of Labor
figures, where they quoted 65 percent, there are a lot of qualifiers
as you can see In there in what they put into their figures Our
figures are based on individuals placed in unsubsidized employ-
ment They definitely are people in jobs, not people that have
returned to another program or gone back to school or whatever
categories the Department of Labor used to come up with their
. figures So there 1s a discrepancy there

Mr Hawkins There is a very huge discrepancy, in fact. It
almost borders on criminality in my opinion When you begin to
talk in terms of human beings giving the impression that, all right,
Members of Congress, you go ahead, these people are finding jobs,
and why should you be creating phony jobs for individuals who if |
you let them go will fly on their own and do very well. It just « -
seems to me that this is completely false I might use stronger
terms, but let me be constraingd to be a little more objective.
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I just do not see the difference Have you any indication what
has happened to the 20,000 who have applied for unemployment
insurance or who may be on welfare?

Mr. BrisTow. Not at this time, I do not, sir I do want to say,
though, that that was one of the reasons we appreciated the oppor-
tunity to come and testify, to clarify the difference in these per-
centages of placements What has been publicized in the newspa-
pers previously is not what California is experiencing

Mr Hawkins It definitely is not We have not been able to get
the Department of Labor itself, even in Washington, before this
subcommittee to really tell the truth, unfortunately As a matter of
fact, now they do not even respond to appear before this or any
other committee of Congress to explain this type of discrepancy. A
very different impresston 1s given I think you are to be commend-
ed for at least putting the situation 1n 1ts proper perspective

Let me only ask one other question. In terms of the future—and
I think that your projections are excellent in terms of the skills
that will be needed by industry—to what extent are you doing
something to encourage training programs, occupational training
or job development, in order to tie i1n with these projections, and
are we doing enough along that particular line?

Mr Horcukiss. Our efforts, of course, are focused on providing
the pecople who operate the programs the best information we can
about where the job opportunities will really be in the future,
irrespective of any other considerations, and the emphasis an doing
that has been to provide that information for the local areas,
prime-sponsor jurisdictions, labor-market areas, whatever.

Mr Hawxkins. To be a-little more specific, who 18 going to be
doing the training that will be required in order to take advantage
of these skill projections that you are doing? You indicate in sever-
al places the number of individuals, occupations, opportunities that
will be made available in different occupations for the rest of the
1980's. Who 18 doing something to make sure that the individuals
who are unemployed, are collecting unemployment insurance or on
welfare, will advantage of these opportunities” Is it the employ-
ment development agency of the State? Or do you have a definite
role to play in that phase of activity?

Mr Bristow We have a definite role to play We see it as an
integrated system Basically, we work with prime sponsors 1n sup-
plying them with this information. The prime sponsors develop,
with the local community-based organizations, the training pro-

rams and the needs and do the recruiting Then Employment

rvice comes into the picture as part of the team in making the
placements of the individuals. We see a network of our Employ-
ment Service offices acting as a core around which the community
groups and the prime sponsors currently and hopefully in the
future will continue to operate.

Mr Hawkins If-we were to accept some of the testimony that
this committee has with respect, let us say, to the private sector,
we have—whether 1t 1s accurate or whether 1t 15 well founded or
not—and 1n seminars that we have conducted just recently in
Washington with the private sector, we get a‘j})t of criticism con-

cerning the Employment Service Frequently private employers see
no value in dealing with the Employment Service in terms of
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getting trained, skilled people Are you aware of such criticism, to
what extent is it justified, and to what extent can we do something
about it?

Mr. Bristow. I am aware of such criticism. Anybody in the
Employment Service program I am sure is. I think part of the
problem is that the Employment Service program up until this
point has had the major role of developing employment opportuni-
ties in the job placement program, matching basically people with
jobs I think that as the funds become more and more tight and the
competition ‘increases for them, there is going to be criticism
coming up regarding the different service providers. I do feel.
though, that the-Employment Service over the years has acted as a
basic core, a network of offices throughout not only California but
the Nation around which the prime sponsors and the community
action groups have been able to function I feel it has a very
definite and important role in that way and it has some kind of -
cohesion to the whole system in not having 300, 400 different
groups all going off in the wrong direction

I think we in EDD 1n California, anyway, have attempted to do
what we call bottoms-up planning to work with the local communi-
ty groups, the vocational education, the CBO's, to build their input
into our field office planning operations [ think in those areas
where we have been able to do this and where there has been
cooperation, it has been very successful. I definitely see a continu-
ing role for the department.

Mr Horchukiss Congressman Hawkins, I would like to comment
on your question regarding which agencies are providing the train-
ing in response to these occupational demands. I think there is a
significant problem here which should be pointed out In fact, so
far as I know, we cannot answer that question 1n California or in
local areas or even nationally The Vocational Education Amend-
ments of 1976 mandated a system which would provide both occu-
pational supply data as well as occupational demand datd. But, in
fact, there are serious deficiencies in the reporting systems. It is
very difficult to determine how many individuals are being pre-.
pared for specific occupations by many program suppliers, by the
community colleges, the secondary schools, the prime sponsors,
community-based organizations, and others. I think this is a very
significant point in our national information system regarding the
operation of the labor market.

Mr Hawkins You say they are prohibited or there is an omis-
sion involving the 1976 amendments?

Mr.,Horchkiss The 1976 amendments directed the establishment
of a gystem particularly directed to vocational education, a report-
ing system, which would provide information on the number of
persons being trained for particular occupations However, | be-
lieve that that has not had the full effect, and when one attempts
to obtain supply information from all the different sources, the
different training programs, it 1s essentially impossible to do that
at this time It makes it very difficult to respond to the question of
who, 1n fact, is training for these occupations.

Mr HawkiNs Well, if there is any such information anyplace, 1
suppose it would be centralized from the State Employment De-
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aytment. If you do not have it, I would assume nobody else has it.
s that so?

Mr Horcukiss I think that is essentially correct. The intent
Congress in the vocational education amendments was to centrali
it through cooperative efforts of the employment security agencies,
the educational agencies, and the CETA organizations."My personal
feeling is that the information is not available despite that.

Mr. Hawkins. Mr. Weiss.

Mr. Weiss. Thank you, Mr. Chairman.

I am not sure if I understand fully the statistics which the
chairman was exploring with you. You indicate on page 16 that
your workload between March 1 and July 31 was 9,500 roughly,
9,491 people registered; right?

At the same time, you indicate that 25,000 people were laid off
CETA and 20,000 applied for benefits Now, did those 20,000 also
work with the Department, or did they apply for benefits else-
where?

Mr Bristow. They applied for benefits against California. Some
of them ‘may have been out of State at the time they applied. I do
not have the breakdown I assume most of them were within the
State of California.

Mr. Weiss Explain the discrepancy between the 9,491 figure and
the 20,000 figure

Mr. BrisTow. I am afraid I cannot at this moment. I am looking
at the figures myself

Mr Wersss. I think perhaps it would be helpful to the committee
if after these hearings are concluded you were to have somebody go
through those numbers and perhaps give us a reconciled set of
figures which would take into account all the numbers that you
have cited so far today.

Mr. BrisTow. I will do that.

Mr Wess. Would you have any way of knowing what the
impact, if any, of the proposition 13 cutbacks had been and how
they interact with the Federal budget cutbacks?

Mr Bristow Basically the budget.for the Employment Depart-
ment is approximately 85 percent funded by the Department of
Labor, so that the local State proposition 13 has very little direct
impact on the Department It has had an impact on the Depart-
ment in terms of additional services that we have had to provide to
those individuals who were laid off as a result of proposition 13,
and the increased unemployment insurance payments that have
had to have been made in unemployment So to that extent, there
has been an impact, but there has been no tracking on a basis to be
able to say that as a result of proposition 18, so many people filed
for benefits or so many people have come intq our offices.

Mr Wsziss When the committee was out here 2 years ago, I
believe, in this very room, we had testimony about such a new
program There was further reference when we held hearings last
summer 1n different parts of this State and country of a new
program which attempts to match available applicants and poten-
tial employees, with jobs 1n positions that were available in indus-
try I think the prime industry identified was the electronics indus-

~try Are you familiar with that program of providing general on-
the-job training, and then after some identification of the industry,
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in need, the potential employees would go back and have manpow-
er training through CETA, and ultimately there was a commit-
ment for positions from the industry itself?

Mr. Bristow. The CWETA programs?

Mr. Weiss. Right.

Mr. Bristow Yes.

Mr. WEeiss. How is that working? Is that continuing to work”
What effect, if any, are the budgetary cutbacks which have been
enacted going to have on that?

Mr. Bristow The program Is continuing to operate It has been a
very successful program. The budget reductions will not impact on
that program because that was a specially funded program, funded
by the State, proposed by Governor Brown I beliete 1n his testimo-
ny tomorrow he will speak on that particular issue, that program |
cannot say it has been very successful Basically, it is a program
that makes a commitment to the employer to hire the individual
once he has gone through training That really does not exist in
any other training programs That 1s what makes it unique That 1s

"also what makes it highly successful. The employer has to make

% the commitment to hire, he gets involved in the whole training
process, what training is needed It has in-kind contributions
toward the trhining He has bought into 1t and has a commitment
when the individual finishes the training.

Mr. Weiss.|How long has that program been 1n existence now?

Mr. Bristow Two years.

Mr Weiss Do you have any statistics as to the number of people
who have received training and been placed in jobs”

Mr. Bristow I just saw those the other day. I believe it 1s over
300 programs that jhave been funded, and approximately 6,700
individuals have n placed. Again, I believe the Governor will
have the exact figures tomorrow

Mr Weiss. Mr Hotchkiss, you referred to this gap in informa-
tion, how about the coordination that may or may not exist be-
tween the various training programs? Vocational education for one,
for example, do you have figures on tHe'vocational education aspect

. of the training and the placement, never mind all the various other
potential sources? .

Mr. HorcHkiss. I do not have the figures in that form. The
vocational training programs report enrollments on a school-year
basis. That is the only information that 1s available in California
regarding the operations of the community colleges and the second-
ary schools in regard to occupational information.

Mr Weiss Do you have a public school vocational education
program? .

My Horchkiss Yes, there are occupational education programs
both'in secondary and in community colleges.

Mr WEeiss Are ther% not statistics available at all”? Is that what
you are telling us? .

Mr Horchkiss. Yes, there are statistics available. There are
serious limitations in those statistics For example, differing defini-
tions of what constitutes a program, or differing code structures
used at different levels of education, so that, in fact, it is very
difficult to determine how many students were prepared for com-
pleted programs in certain ogcupations These kinds of problems 1n -
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the information systems themselves are pervasive, differing defini-
tions are used, for exampl etween CETA programs and public
school vocational education’ programs

So in order to get a comprehensive answer to the question of how
many people were trained 1n a given area for a given occupation, 1t
is quite difficult to do

Mr Weiss Mr Bristow. do you have any ongoing evaluation of
the vocational education programs as to the caliber of the pro-
grams and placement into specific jobs or industries from those
programs”

Mr Bristow No, sir The vocational education 1s under another
department While they map have training in some systéms, I am
not familiar with what they are at this point

Mr Weiss. Then going hack to the question I asked, 1s there any
form of coordination between the various kinds of vocational or
emplgyment training or educational programs in the State”

Mr Bristow There 1s certainly between the Employment Devel-

pment Department and the Department of Education. We work
ery closely with them ,on determining training needs, and then
they work 1n setting up traimng programs that would meet those
needs. So it is a coordinated effort to that extent.

Mr. W - Are you able to tell us, for example, how many
youngsters took vocational education programs in the pdblic
schools of the State, and how many of them were then ultimately
placed in industry as a resulit of that training”

Mr Bristow I cannot, but I am sure I can get that information
from vocational education, H you wish

Mr Weiss That would be helpful if you could supply us with
that information

Mr Washington”

Mr WasHINGTON No questions, Mr Chairman

Mr Weiss Mr Peyser

Mr. Pevser 1 will defer questions at this time, Mr Chairman

I think Mr Weiss and Chairman Hawkins have brought out the
problem and the interpretation of some of the figures that you
have given us that I think are very important to us. because | am
sure they typify much of what 1s happening around the country So
[ appreciate this and yoyr testimony

I will yield back my time, Mr Chairman .

Mr Wuss We thank you very much for your participation We
lovk forward to receiving the additional information from jyou

Our next panel i~ the busine=s and labor panel Would yvou all come
up to the witness table Seat vourselves as yvou please

STATEMENT OF DONALD P. VOKAL, PRESIDENT, SPECIAL
TOOLS & MACHINERY CO.. VERNON. CALIF.

Mr Vokan Thank you, Mr Chairman, Good morning, members
of the commrttee™s everyone has said. thank you for listening to
us We have a message we would like to present to the committee
this morning

I am Don Vokal, president of Special Too]s & Machihery Co, a
57-year-old Califorfa corporation 1 am vice chairman of the Ap-
pr(n/tlceshlp and Traifing Committee of the National Tooling &
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Machining Association, and on the local level, trustee for the Los
Angeles chapter of the L.A./NTMA Training Center Trust.

NTMA represents 12,500 companies and approgimately 250,000
workers—this figure is errofieous. I believe it\is £loser to 330, but
we did put that figure in.

That is in the contract tooling and machining industry. Our Los
Angeles chapter representing 260 companies and approximately
8,000 to 9,000 workers is the largest in the country.

I will confine my remarks this morning to the problems of the

critical skills shortage ip—our thdustry. The shortage of skilled
labér in this country posés a special threat to our defense capabili-
ties as well as the overall U.S. industrial base. In line with this,
our caompetitive worldwide position as an industrial nation is in
peril. Our members produce tooling for prime contractors. An
acute problem to, the defense subcontractors as well as the private
industry contractors 1n our industry 1s an acute shortage of skilled
labor, both for tooling and parts. This is throughout the country
and is more of a problem in California than the rest of the Nation,
but is a national problem. The implications of this shortage are
dire. The contract tooling and machining industry is the corner-
stone of all manufacturing. For any assembly line in any industry
to operate, from automotive to aerospace, it must be supplied with,
the tooling.that this industry—and only this industry—can pro-
duce. It is at the core of our industrial base. In addition, there is no
weapon system that can be produced without the extremely high
level of skills existing among the journeymen machinists stemming
from our industry.
. In a 1980°report of the Defense Industrial Base Panel of the
House Committee on Armed Services, Chairman Mel Price conclud-
ed that, “In the event of a war, the U.S. defense industry would
find 1§ almost impossible to expand its weapons production sudden-
ly and dramatically in the numbers necessary to sustain a pro-
longed conflict.” \

A national industry base survey, conducted by NTMA in 1980,
showed a shortage,of 60,000 skilled workers, right now, with a
demand expected to climb to 250,000 additional workers in 1985.
California alone needs between 8,000 to 9,000 skilled craftsmen. By
1985, 250,000 additional workers in the skilled crafts trades will be
needed If that surprises you, a typical journeyman works 50 hours
a week, due to the extreme labor shortages, earns $40,000 per year.
Unless this critical skilled labor shortage is addressed, we will find
that major .weapons systems will face costly and time-consuming
delays as they must wait in turn for the specialized, highly skilled
services of one of our subcontractors. We believe the shortage of
highly skilled workers in critical small business contractors and
subcontractors are the result of several factors:

The cost of training the highly skilled, as opposed to the semi-
skilled, is extremely high. The cost includes a capital investment of
between $40,000 and $60,000 in machinery per worker and 4 years
o}fl.time while the trainee technicians completes their apprentice-
ship. .

Most companies in small business industries are highly compet-
tive The relatively modest profits do not afford the lpxury of
formal training programs. They are effective at one-on-one apprén-
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ticeship training in the old and traditional concept of skills train-
ing It is not all bad, but it does not get the job done that we will
have to proceed with in the future.

Where shortages of skilled labor already exist, there are usually
serious backlogs and concurrent pressures on production.

Small manufacturers are reluctant to take journeymen off their
regular duties to train new employees because this slows produc-
tion, slows productivity, and causes expenses to rise.

The present skills shortage is living proof that existing programs
designed to encourage training have failed to do the job.

Federally funded programs, through organizations such as CETA,
have become gradually social uplift in orientation. They are de-
signed to train the economically disadvantaged for jobs that may or
may not exist, rather than designed to identify and train those
qualified for available skilled jobs. These programs gradually dis-
couragerand finally prohibit the use of tests to identify which
candidates have the potential to be trained. I do not think anyone
in this ‘room would hire a secretary or hire a worker unless they
knew their background and felt that they had the basic training to
take that job That seems to not be‘ considered and, in fact, has
been the fact Our CETA-funded pretraining program, which start-
ed 14 years ago, has been considered one of the best jbint efforts
between industry and Government. We just currently received tem-
porary funding through November of 1981, and I understand we
were one of the few programs that were allocated funding.

We must stop.imposing restrictions and quotas that prohibit us
from recruiting those with the proper qualifications and instead
forces us to recruit those who are in many cases untrainable for
the demands of this highly skilled profession. .

In regard to Los Angeles, the Los Angeles affiliated chapter of
NTMA is currently running CETA and CWETA funded programs
with great success Also in southern Galifornia, the Los Angeles
NTMA is building its own training center. This is made possible
from funds donated by private industries, interested in overcoming
some of the hiring restrictions posed. This training center, when
completed, whith is scheduled for September 27 of this year—will
have an approximate value of $750,000. It will be an example for
the rest of the country to follow in the promotion of training
skilled craftsmen Unfortunately, this program 1s $250,000 short of .
its goal This training center will be open for all, however, these
potentials must have the proper attitude, dexterity, and aptitude.
Also, we can pretrain all these people for induction into.the skilled
metalworking trades, but we must help the small businessman
with tax incentives to offset the additional expense of this training.
You have to remember these skilled people we are talking about
are working in tenths of thousandths. That is taking one of the
hairs of your head, dividing it 20 times, that is in thousandths,
divide that another 10 tjmes, and that is the type of tolerance we
are asking these peopleé”today to work to We can no longer take
somebody off the street or an automotive worker and say OK, now
we will give you 5-minute training, and you will be an instant
wartime employee like we did in World War II. It is a critical
phase; and with proper aptitude, with propex training, and educa-
tional background, lots of people can enter this\field.
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Tax credit programs such as the targeted jobs tax credit suffer
from the same misdirection. Aimed again at the economically dis-
advantaged, their primary purpose is to create jobs for individuals
who are out of work In no way are they aimed at identifying and
training individuals for jobs compatible with their abilities There
is nothing worse than to be in a job that is way over your head and
you are just at the bottom of the rack. We all know that. Legisla-
tors have not<faced a general truth. Not everyone from any popula-
tion segment has the aptitude required to become a highly skilled
machinist. An even sadder truth 1s that the economically disadvan-
taged are dlso often educationally disadvantaged, that is unfortu-
nate An even smaMer proportion of this group possess the apti-
tudes to be effective in,this and other highly skilled professions.

Viocational programs have suffered from some of the same ten-
dencies. Wath a few notable exceptions, there seems to be a con-
tinuing lack of communication between the vocational community
and the employer groups. There seems to be a change in the right
direction, and vocational programs should be supported while this
change 1s continuing. However, this will take many years, and
solutions to the problein are needed now

An even broader problem 1s the failure of primary and secondary
school systems to pro®de the basic cornerstone in mathematics and
English which are the basic tools of all businesses, especially ours.
The problem 1s getting worse, resulting in a smaller pool of quali-
fied candidates each year. Here, in the southern California area,
we have found a growing trend of interest toward skilled trade
activities sponsored by the school systems, job placement centers,
career centers, et cetera This growing awareness should be dis-
persed throughout the country so that “working with your hands”
1s no longer a dirty word. We have beén able to achieve this
success—not by osmosis—but through the school system by having
open houses, presenting film clips and slide shows, giying verbal
presentations, and so forth, thus showing these young adults and
educators that there is a terrific future on the horizon in the
skilled trade industry.

Joint industry,Government training programs should continue
and should be expanded—this is one of the two factors we feel are
clear in seeking a practical solution to the problem at hand But
the concept, goal, and operation should be returned to those of the
original Manpower Development and Training Act of 1962, The
specific purpose of MDTA was to idéntify manpower sho es and
fund programs which would train qualified people, “as quickly as is
reasonably possible in order that the Nation may meet the stafﬁn%
requirements of the struggle for freedom.” '

A specialized skills training tax credit, available to those critical
industries with a demonstrable shortage of highly skilled labor,
should be enacted The amount of the tax cregdit should be close to
the true cost of training, which 1s quite high, in order to offset
those costs and the loss of productivity which occurs during the
training process. )

The tax credit should be applied only to new apprentices, and
only industries or professions having a certifiable shortage should
be eligible
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This concept was introduced as legislation by Congressman Don
Bailey, a member of the House Ways and ¥eans Kommittee and a
former member of the House Armed Services Committee. HR. 3752
would be an excellent supplement for the targeted jobs tax credit
It would help rebuild both our defense and private sector industrial
base By limiting the incentives only té those industries with a
demonstrable shortage of skilled labor, the possibility of abuse
would be totally eliminated.

In closing, I would like to draw attention to the article I have
enclosed emphasizing all we have covered here this morning. This
article is typical of any you can find in periodicals appearing
throughqut the United States We can go through Newsweek,
Time, the Kiplinger letter. You name"it It is there. .

I threw in retooling for defense At your leisure please read those
articles Basically it says the same thing I just said, that technology
is too advanced. We have a new ball game from 20 years ago. We
are so proud that this new training center will serve all of south-
ern California I put in a brochure depicting our goals and the
direction My comment in closing and in conclusion is that we have
a saying at our NTMA training center, that this training center is:
our industry’s chance for a new beginning. I would like to charge
that to read our Nation’s chance to again take its place as an
industrial giant .

Thank you for listening to me

[The prepared statement of Donald Vokal follows.}

PREPARED STATEMENT OF DONALD P VOKAL ON BEHALF OF THE NATIONAL
Tonrine & Macuinra, Ao 11 1on

Mr Chairman and members of the committee My name 1s Don Vokal I am
president of Special Tools and Machinery Company, located in Vernon. California 1
am also vice chairman of the Apprenticeship & Training Commuttee of the National
Tooling and Machining Association and, on the local level, trustee for the Los
Angeles Chapter of the L A /NTMA Training Center Trust

NTMA represents 12,500 compan:ies and approximately 250,000 workers 1n the
contract tooling and machining industry Our Los Angeles Chapter repregenting 260
companies and approximately 8,000—9.{)()() workers, 15 the largest in the country

I will confine my remarks this morning t& the problems of the critical skills
shortage 1n our industry <The shortage of skilled labor in this coumntry poses a
special threat to our defense capabilities as well as the overall U S industnal base
In bne with this. our competitive worldwide position as an industrial nation 1s In
peril Approximately 20 to 25 percént of our members do work for the Department
of Defense. mostly on parts at the subcontractor level Other members produce
tooling for prime contractors, an acute problem to the defense subcontractors as
well as the private industry contractors in our industry. 1s an acute shortage of
skilled labor both for tooling and parts The implications of this shortage are dire
The contract toohing and machining industry 1s the cornergtone of all manufactur-
ing For any assembly hine 1n any industry to vperate, fromrziutomotlve to aerospace,
1t must be supphed with the tooling that this industry—and only this industry—can
produce It 1s at the core of our industrial base In addition, therz .s no weapon
system that can be produced without the extremely high level of skills existing
among the' journeymen machinists stemming from our industry

In a 19%0 report of the Defense Industrial Base Panel of the House Commuttee on
Armed Services, Chairman Mel Price concluded that “in the event of a war, the
US defense industry would find 1t almost impossible to expand its weapons produc-
tion suddenly and dramatically in the numbers necessary to sustain a prolonged
conflict " In the same report, the Defense Seience Board Task Force concluded that
a major contributor to the Increasing lead time and cost currently affecing the
defense sub-community 15 a continuing shortage of skilled labor among small busi-
ness subcontractors ‘It 18 clear that the shortages of machimists and other skilled
laborers are contributing factors which adversely affect the ability of the Hb-ter
base to respond rapidly to quzmﬁcu{\t increases in defense production demands
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—..completes their apprenticeship,.
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If anything.'this report may be understating the problem A national industry
base survey, conducted by NTMA in 19%0, showed a shortage of 60,000 skilled-
workers, right now, with a demand expected to climb to 230,000 additional workers
in 1985 California alone needs between ,000 to 9,000 skilled craftsmen This
shortage may seem Surprising in light of today’s high unemployment If that sur-

rises_you try,this a typical journgyman works 30 hours a week (due to the extreme
Fabor shortages!, earns $40,000 pef year Unless this critical skilled labor shortage 1s
addressed, we w1ll find .that major weapons systems will face costly and time-
consuming delays as they must wait in turn for the specialized highl¥%killedse
ices of one of our subcontraétors In a peactime economy, they will be co peting
against private industry, which will be building new assembly lLines as a result of
the incentives for business investment provided in the President's tax package

We believe the shortages of highly skilled workers-in critical small business
contractors and subcontractors are the result of several factors

1 The cost of training the highly skilled, as opposed to the sen‘i'l-skllled, 15
extremely high The cost includes a capital investment of between 340,000 and
360,000 1n machinery per worker and 4 years of ime wWe trainee technician

2 Most companies ;n small business industries are highly competitive The_rela-
tively modest profits do not afford the luxury of formal training programs They are
effective at one-on-one apprenticeship training in the old and traditional concept of
skills training .

9 Where shortages of skilled labor already exist, there are usually serious back-
logs and concurrent pressures on production -

4 Small manufacturers are reluctant to take Jjourneymen off their regular duties
to train new employees because this slows production, lowers productivity, and
causes expenses to rise

The pfesent skills shortage 1s Living proof that existing programs designed to
encourage traimng have failed to do the job . - .

! Federally funded programs, through organizations such as CETA, have gradual-
ly become social uphift in orientation They are designed to train the economically .
disadvafitaged for jobs that may or may not exist, rather than designed to 1dentify
and train those qualified for available skilled jobs T/be—Yormer may have sociological
value, but the latter makes economic sense A skilled worker in the tooling and
machining industry, the high technology electronics industry, and others need cer-
tain mathematical skills and logigal aptitudes, physical dexterity, patience, defermi-
nation, perseverance, and imagifiation, which 1s simply not present in a large
proportion of those eligible for federally funded programs These programs gradual-
ly discouraged and finally prohibited the use of test results to identify which
candidates have the potential to be trained as machimsts Our in ustry has run a
CETA-funded pre-training program for 14 years It has long been £onsidered one o~
the best jornt efforts between mndustryand Government Fupded £t the proper level
and under the original conditions of our contract in 1964, 1t could have done a
tremendous amount to ‘alleviate the shortage that now exists Even if we were
funded at higher rates, the effectiveness and acceptance of this program will contin-
ue to deteriorate until the Guvernment stops imposing restrictions and quotas that
prohibit s from recruiting those with the proper qualifications and instead forces

-

highly-skilled profession

us to recruit those who are in many cases untrainable for the demands of [hlS\

programs with great success Also, 1n southern Califorkia the L A s NTMA 1s build- ?-
ing its own training center This 18 made possible frofn funds donated by private
industries, 1nterested ip overcoming some of the hiring restrictions posed This
training center, when completed, will have an approximate value of, three-fourths
million dollars It will be an example for the rest of the country to follow in the
g(omotlon of training skilled craftsmen This training center will be open for 4ll, .

2 The Los Angeles NTMA 11s currently runming g{;]‘TA anmd CWETA fgnded

owever, these potentials must have the proper amtumatentyfpmu e, etc.

Also, we can pre-train all these people for inductien into the skilled etal-working
trades but we must “help” the small businessman with tax incentivés to offset the
additional expense of this training .

3 Tax credit programs: such as the targeted jobs tax credit, suffer from the same
misdirection  Aimed again at the economically disadvantaged, their fprimary pur-
pose 15 10 create jobs for individuals who are out of work JIn no way gre they aimed
at identfying and training inditiduals for jobs compatible with/their abihities
Legislators have not faced a general truth  Not everyone f any population
segment has the aptitude required to’ become a highly skilled machinist An even
sadder truth 13 that the economically disadvantaged are also often educationally
disadvantaged An even smaller proportion of this group possess the aptitudes to be
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effective in this and other highly skilled professions Any program which imposes
restrictions on the population which can be trained, will ultimately fail as a solutiun
to the skills shortage 1n this counsry
Vocational programs have suffered from some of the same tendencies With a few
notable exceptions, there seems to be a continuing lack of communication between
the vocational community and the employer groups There seems to be a change in
the right direction and vocatiunal prugrams should be supported while this change
18 continuing However, this will take many many years and solutions to the
problem_ are needed now s .
4 An even broader problem is the failure of primary and secondary school
systems to provide the basi. cornerstone in mathematics and English which are the "
basic tools of all businesses, especially ours The problem 1s getting worse. resulting
1n a smaller pool of qualified candidates each year Here, in the southern Californ:a
area, we have fbund a growing trend of interest towards skilled trade activities
sponsored by the school systems, job placement centers, career centers, etc This
growing awareness should be dispersed throughout the country -in these areas' so
that 'working with your hands” 1s no longer a dirty word We have been able tor
achieve this success with the school systems and so forth by having openhouses,
resenting film clips and slide shows, giving verbal presentations and so forth Thus
showing these young aguity and educators that there 13 o terrfie future-on the -
horizon in the s 1lle§ trade industry
Our industry has been viewing the problem for some time. seeking some efficient,
logical, practical, and simple approach to the shortage of skilled labor in the US,
The conclusiory we have reached is that two_fagtors are predominantly clear
1 Joint industry Government training programs should continue and should be
expanded, but the concept, goal, and operation, should be returned to those of the
original Manpower Development and Training Act of 1962 The specific purpose of
. MDTA was to dentify manpower shortages and fund programs which would train
qualified people, " as quickly as 1s reasonably Possible 1n order that the Nation may
meet the staffing requirements of the struggle for freedom " This is a considerably
different approach than s presently embodied under existing CEJA programs It
may be that the original philosophy of MDTA could be applied to CETA by adminis-
trative action We are sure the gecremr} of Labor would appreciate suggestions
from this committee. ft may be, however, that legislation would be necessary
2 A specialized skills training tax credit., available to those critical industries
with a demonstrab@eéishortage of highly. skglled labor, should be enacted The
amount of the tax creditrsHould be close to thetrue cust of training, which is quite
high, in order to offset those costs and the loss of productivity which occurs during
the training prucess, The tax credit should be applied only to new apprentices and
on'lrlhmdusmes or professions having a certifiable shortage should be eligible
1s concept was introduced as legislation by Congressman Don Bailey. member
- of the House Ways and Means Committee and a former member of the House
Armed Services Committee HR 3752 would be an excellent supplemenit for the
targeted jobs tax credit It would help rebuild both our defense and private sector
mdustnaf base By limiting the incentives only to those industries with a demon- !
strable shortage of skilled labor, the pussibility of abuse would be totally eliminated
In closing. I would like to draw attention to the article I have enclosed emphasi?:
ing all we have covered here this morning This article 1s typical of any you can find
> in periodicals appearing throughout the United States As our therge of the L A
NTMA Training Center Trust states “our industry's chance for a aew beginning " |
would hke %o chang‘e that to read, "Our Nation's chance to again take it's place as

an industnial giant'
o .

A SHORTAGE OF VITAL SKILLs—AMERICA 1S RUNNING OUT oF PEOPLE WHO CAN DO
EgsenTiaL WORK )

It 1s like stepping into an earlier age The scene 1s the shop ['}oor of the A & A

To6l Co in souithern Conmectitut, and the spectacie 15 of Anterican preassion-eraftss —— -
manship tooling up forghe 19%0s The vision 18 not an $ncouraging one Jammed
between noisy lathes and oily drill presses stand a dozen men. some far into middle
age Like acolytes of a dying devotion, they practice the art of machinemaking,
using skills and technigues that have not changed much in 100 years

A & A Tool Co, a precision machining shop with 23 employees arid a twelve-
month backlog of customer orders i1n the aircraft and defénse |r¥dustnes, 15 typical
of a crisis that 18 quietly brewing un the shop floors of the nation’s plants and
factories From the tiny machine shops of New England to the aeruspace hangar
sheds of the West Cuast. American industry 1s being syueezed and corstricted by a
Lt shortage of skilled labor
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In the US today, the face of bluecollar skill 1s aging 8mall tool shops cannot
replace craftsmen as they retire Larger machinery manufacturers cannot find
willing younger men to train in order to expand production and grow West Coast
aerospace giants like Boeing and Lockheed constantly raid each other's work forces
in the hunt for skilled people At a time when one 1n 13 US. workers is unem-
ployed, jobs by the hundreds of thousands in many of the economy’s most vital
sectors are going begging for the lack of trained people.

With the Reagan Administration about to launch the biggest peacetime defense
buildupfin U S history, the skilled labor shortage threatens to create crippling and
inflatiogary production bottlenecks Without experienced workers, there is no way
to shape ard mold the thousands of metal parts that go into fighter planes and new
tanks, into cruise missiles and Tnident submarines. Northrop Corp ”which co-pro-
duces the F/A-18 Hornet fighter, is already short of such specialized tradespeople as
jig-and-fixture experts and plaster patternmakers Says Donald Smith, director of
the University of Michigan's industrial development division "'A recovening econo-
my and a boom i1n defense orders could create the biggest industrial-demand crunch
we've geen since 1941.”

Though the skills squeeze 18 hitting just about every sé"or of industry, the most
worrisome shortages are looming in the machine-tool trades Nearly all big manu-

firms ted who-work—withr metal- But, -more-and-more;
large firms have comre to rely on specialty firms as subcontractors for their metal-
working needs.

In the process, the nation's 3,500 machine-tool companies have become the tiny
base upbn which all of American industry now sits like an inverted pyramid The
firms range from garage-size shops with one or two workers to giant manufacturing
companies with employees numbering in the thousands Large or small, the busi-
nesses all have gne thing in common they make the tools, drills, lathes, presses and
other Industrial products

ReTooLING ror Derense—AN UnsertLinG Look AT How InpustrRy WouLp
REespoND TO WAR

(By Harry J Gray)

If there were a national emergency today, I seriously doubt that our nation could
mobilize its industnial base in time to make an appreciable difference in sustaining
a war effort. It might take as much as two years before we'd see any real increase
in production of war material And that'’s an optimistic estimate

Increasing capacity in times of national need does not mean simply switching
from commercial to military production, or building new factories ané)ﬁllmg them
with workers, much as we did when we mobilized for World War II There have
been changes-n the factors that affect our ability to gear up military produgtion—
or -production of any kind.

oday, 1t takes a company from ‘three and a half to five years to build a new
factory of any size and get 1t to full production If you're fortunate enough to find
an existing facility to buy, it takes about a year to convert that facility, get
machines in, train people and produce just the first parts It can take another year
or two'to bring that factory to full capacity. .

Building the plant and getting the equipment are only part of the job During
World War II, we brought in people who never before had worked 1n a factory—
farmers, clerks, housewives They were trained, often in agmatter of weeks, to build
aircraft engines And they built thousands of them

Today, however, you can't just take someone off a farm or out of a kitchen and

N exlpect him or her to build aircraft engines The technology 18 too advamced; the
toleran

ces too tight, the equipment too sophisticated It takes three years for some-
one to complete themgorous machinist apprentice course. [t takes the better part of
a year to retrain someone from an auto assembly lLine, for example, to work on high-

“If we were under full mobihzation, with a]l the advantages the government can

. provide, we might be able to squeeze 18 months from the longest time it takes to get

to full production in new plant But it wouldn't be 1ble to build a factory, train

the ple and get the required high technology manufacturing tools we need in
an(};t ing less than three years . )

* One obvious solution to & short-term crisis 18 to convert commercial production to

mxlitall &soductlon. but this 18 not as feasible as it sounds Take, as’an example,

Pratt hitney Aircraft, whose production of jet engines 1s split about equally

between the commercial and military markets By turning off commercial produc-

tion, we'd be able to process the military material we had in hand much faster and .
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produce the engines ahead of schedule Imtially, the Air Force and the Navy would
see a surge In the number of engines they'd receive

The same priorities could be applied to our suppliers We'd determine what raw
material already in the pipeline could be converted from commercial parts to parts
for the military engines In some cases, that material is common to both. But in
many cases, there 1s a long lead time 1n procuring critical material not common to
commercial use, which can cause the entire project to be delayed For instance, in
197% normal lead time for one of our mulitary jet engines was_1% months, by last
summer it was 41 months The increase 1s due almost entirely to longer lead time 1n
obtarning certain critical materials, such as titanium

Pratt & Whitney<is the largest single user of titanium in the world The raw
material that yrelds titanium 1s abundant on the earth's surface. But the industrial
capacity to convert that raw material to what we need—titanium alloys—is woeful-
ly short As a result of supply and demand, prices have shot up and lead times have
increased twofold since 1977

When 1t comes to certain critical materials, the United Sta%s 18 a have-not
nation We are frighteningly vulnerable to foreign sources, many of which are
unstable or unfriendly We are almost 100 percent dependent on overseas sources
for chromum and cobalt, two elements required in building high-performance mli-
tary aircraft engines Yet the United States does not have a rational policy on non-

u

E

fuet miiheraly That come mostly Trom Toreighi markets This, raises the threat of an
OPEC-like squeeze in certain metals The first place we'ré likely to feel 1t 1s in
national defense

Another problem The supplier network that Torms the base of our country’s
defense industry 1s shrinking at an alarming rate Since 1967 the number of compa-
nies inyolved 1n aerospace production has declined by mare than 40 percent As a
result of this drastic shrinkage in the number of suppliers, there have been dramat-
IC 1ncreases 1n prices in this sellers’ market

To make matters worse, high costs in terrms of capital and technological expertise
are real barriers to expansion in critical areas, from mining and smelting to super-
alloys forging

We are trying to ease this dependence on suppliers through material substitution,
new processes and long-term purchasing commitments We're also entering agree-
ments for new sources in other countries that are pushing to develop their own
aerospace capability But we can't be dependent on foreign suppliers in, a time of
national emergency

I see four areas that require prompt government attention .

We must 1nstitute mobilization planning at the government level This has
tried before, but with "ittle follow-through In 1975, the military services and d
fense industry made 3ome preliminary studies United Technologies spent 18
months on one study alone, but there has been virtually no response by the govern-
ment since then Perhaps 1t’s time to reestablish an office of mobilization planning,
headed by a cabinet-level officer, working closely with—but independent of—the
Department of Defense and industry -

We must develop and implement a national minerals policy that will release this
country from dependence on foreign sources This policy should do all it can -to
encourage extensive exploration at home for sources of critical materigls The
government owns one-third of the nation's land, containing an estimated 85% of our
o1l reserves and a significant share of gas, timber and scarce minerals We don't
know for sure how much of these resource-rich areas are being considered for
wilderness designation But if fhis land 15 closed to exploration, we'll never find out

We must increase our stockpiles of critical materials The Soviet Union 1s doing
this. and the results can be seen in the marketplace Equally important, we've got
to cycle that matenal so that 1t 1s kept up to date, making the stockpile an integral
part of the working defense production system . - .

We must change the way we purchase defense hardware Inspead of penalizing
capital investment, long term profit ncentives should be pravided-forindustry—to

————  make the iivestments that would 1thprove productivity and lower the cost of gov-

ernment products The current practice of negotiating from a lower-cost base must
be discontinued Industries doing business with the government rust have some
rights to proprietary processes restored Government regulatory reporting require-
ments now inhibit private industry’s operational decision-making

Industry receives inadequate funding for long lead items, and 1s financially at risk
for contractual coverage before contracts have been imitiated

Thé Department of Defense should have some leeway in spending future dollars
on high-priority items such as spare parts It shouldn’t be tied to the one-year
budget cycle. particularly now th‘ﬂt lead times are pushing out to three years

Q
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Finally, there must be xmg

roved tax incentives now for business investment
associated with the defense 1n

o g ustry, such as rapid accelerated depreciation for new
plant and equipment
For too long, America has ignored the erosion of the defense-industry base
Restoring 1t should be given high priority in our defense polxc&
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: LOS ANGELES
N.I.M.A. TRAINING CENTER

SERVING SOUTHERN CALIFORNIA
7

""Our Industry's Chance For A New Beginning”
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' THE NEED

ALL OF US ARL IN BIG TROUBLE AND
SERIOUS DIFFICULTY Without s dramanc
increase 10 our abibity to train young people to
wortk with us we are faced with a steadily
dechining ability to remain efficient and com-
petitive here and abroad The problem s that
cntical You are no doubt anare of our present
vaiming facility in Boyle Heights 1te inadequacy
s demonstrated by the fact we are himited to
training B0 apprentices each year and that is not

neatly encugh The Trustees of the Training
Trust alung with the Board of Uirec tors and the
Executive officers of LANTMA have made a
bold commitment They are determ ned to build
3 new trainung facihity which will substanually
increase our ‘raining capacity With your
support we can make this dream come true™
WITHOUT YOLR SLPPORT THE FLTLRE
MAY NEVER COME

. NTMA'’S TRAINING PLAN

The avetrage age pf tool makers in this area
i« 54 To meet out pefsonnel needs we must
aggsessively pursue larger numbers of qualified
f young people Ye believe the new cgnter itself
will be a recruitment device and we shall pur-
sue all other available opportumities We offer
continuvous 1Z-week training programs and
s actively oull permit the traiming of approxi-
mately 300 new students each vear —mote than
M thres times our present abihities
The total cost for the project ;s $550 GO0
3100 000 has alreadv been piedged The Train.
ing Center has to date accumyjated $50 000 on
115 own towdrd this project This feaves us with
a bottom-line need for $408 000




' THE PROPERTY

The site of cur new training facility 1s a
30 000 square oot parcel al the corner of
Bloomlield and Excelsior m *he City of
Norwalk The 10 000 square fool building wn“v‘
provide 7 000 square feel of fullv equipped
simulated on the job traimng space 2 300
square feet of dassroom space and 700 square
faet for the Center « offices Thus building has
been designed to provide for the future addiion
of 2590 square fee! of classzoom and office
space 1n 3 second stonv Parking spaces for 37
vetucles are planned With vour help we expect
1o have the new traimng center operational by
Iste 1981

'OUR DOLLAR NEEDS . _ SO

We are seeking Founder Firms wiihing to
pledge $10 000 or more each In addition we
offer Charter Member status to companies wilk
ing to pledge $5 000 each Sponsor Firm dasig-
nation 13 availabie to all who pledge $2 000
There will also be three special rooms deds-
cated to firms donating $25 000 or more

Names of these industry leader will be prom-
inently displaved in the building 10bby o attract
the attention of trainees and give proper credst
to the donors
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HISTORY OF THE TRAINING PROGRAM

The Training Center began in 1968 thanks to
the efforts of a few dedicated members of the
Southern California Tooling and Machining
Association troubled about the dwindling
aumber of young job applicants They rented
& building at 347 S Clarence Street in the
Boyle Heights area of Los Apgeles devised a
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curmnculum hired instructors and donated the
equipment needed to start up the apprentice
ship program The Training Center has pro-
vided more than 1 000 rained operators for
quahfied shops throughout the Los Angeles area
during the last 13 years .
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IGI' Hawkins. Thank you
The next witness 1= Mr. K R Kiddoo.

STATEMENT OF KAYE KiBDOO. DIRECTOR OF PERSONNEL,
LOCKHEED CORP., BURBANK, CALIF.

" Mr Kippoo Thank you, Congressman Hawkins and members of
the subcommittee I am Kaye Kiddoo, director of personnel for the
Lockheed Corp We are headquartered in Burbank We have about
73,000 employees, of which about 50,000 are located in Call 1a |
That makes us about the largest private employer, I believe, 1n t
State Our employees are sphit roughly equally between forthern
and southern California In addition to my job, | have been head of
the American Electronic Association IR Committee and évfe‘b@v
done a lot of work on trying to identify needs for electroni le

in the State I worked closely with Governor Brown o Gover-
nor’s ad hoc task force I have been head of other t fngs ahd more
Round, Table

recently have been participating with the Califo
Task Force on what ? want to discuss a little more completely here,
one of the basic problems which has to do with aurtbasic education
in the State at the elementary and gecondary levmj

My company, Lockheed, has had a lot of experie this fleld.

* Under my old boss, Jim Hodges, who was Secretary of Labor, we an
our own with our own money at the time set up a program to
determine what it would really take to go out and seek the disad-
vantaged, motivate them. train them, and meld them into our work
force We set up ‘three programs at our major divisions, and th
was an extremely successful program We learned a great deal
from it After that program, in response to requests up in the Bay
area, we set up two training centers-up there This time we used
NTDA funds to train people as gasoline station attendants, retail
clerks That too was extremely successful

One thing I hope the subcommittee will take into account, the
manufacturing industry, of course, consists of only about 20 per-
cent of the people that are hired in this country Yet we seem to
get about %0 percent of the attention of Congress or people who are
interested in creating jobs It just may be in some of these other
sectors, some of these other industries, nonmanufacturing, that we
may find more jobs and we, you, may be able to provide jobs more
cheaply )

One of the things that 1s very astoundingin California 1s that we
have- about %00.000 unemployed I think that was the April report
of EDD We spend about $800 million a year on vocational educa-
tion and yet companies like my own Lockheed has to recruit na-
tionally to find engineering and skilled people. I know this 1s true
of Northrop Many of our cgmphnies, more recently Northrop and
Boeing, have had to go.out of our country to find skilled peogle, to
find engineers I need not say that something 1s wrong there There
1s something obscene about a situation like that when we have so
many people who are unemployed in the State and when we art
putting so much money into vocational education Somethmg 1S not
meshing here

Our industry, aerospace, in California hasrabout 620,000 employ-
ees That is up to about the level we were at 1n 1968 at our peak
Nationally our industry 1s now at about 1,200,000, and that 1s down
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from 1ts peak of roughly about 1,500,000 to 1,600,000 That was also
in 1963 The picture in California, in aerospace and electronics, is
basically that our commercial business 1s about steady or going
down, and then 1s crossed over by the military business going up,
You will find that in both industries We are all eagerly anticipat-
ing what 1s going to happen in some new major programs. That 1s
the MX program, the B-1 program, the CX program, the C-3A
program, and other advanced-technology aircraft programs.

I think 1t is important to note that regardless of which of these
programs are selected, the initial staffing 1s going to be quite slow
Normally our process 1s you bring in your development people
These are largely engineers and support people You have the
development program that goes on for a year or two, and then
roughly you begin to bring 1n your tooling people, your tooling
planners, your jig and fixture builders, people like that That proc-
ess normally takes about 9 months to 1 year. Only after that, as
you. well know. do we really get in and severely impact the job
market as far as people go, in large numbers of people That 1s, of
course, when we are looking for people like assemblers and so on.
people who, 1If they are not already trained, we can generally take

- and 1n about 2 to 4 weeks, we can give them the essential skills _

that they need to go out and help us construct airplanes, construct
missiles, construct satellites, and so on

Our indugtry has a reputation, and I think 1t is a well-deserved
one, that we can recruit the needed talent if the talent exists, 1f it
is anyplace I do not care 1f 1t 1s in New York State, or on an lowa
farm, or 1n England, or in the Philippines, we know how to go out
and do 1t If it exists We alsq know how, when we need people like
tooling people and we cannot find them, we know hew to break
those jobs down into smaller increments We know how to train
people so,they-camdo the job

This—and you touched on this in your previous testimony—1s
becoming incraasin ifficult to do There are primarily three
reasons for thdt‘] one 1s the lack of motivation that we see
among those peoples who are available to either seek out or to
accept employment oito alaept training I think ypu touched on
that previously when you had the EDD people here—I think a lot
of that relates to the commungcation network. What 1s available
and what 1s needed td get thqs&und of jobs” What kind of prepara-
tion do you have todnake” Cougseling 1n schools is dismal

The second thing that makes™t difficult for us is that our public
schools 1nCalifornia are alyso&utely failing They are failing miser-
ably to provide the basic skills that young people need to qualify
them for jobs or to even qualify them for the basic training to take
a job I agree, 1t is English, it 1s math, 1t 1s science They just do not
have 1t They do not have the m,otlvatlor“r We, gentlemen, have an
extrehely crmca‘ problem i this State if not i the entire coun>
try R . )
The third thing that 1s making this difficult—ahd, I support the
previous presenter here—is that the design of ‘the Government's
supported training programs, such as CETA, are seriously flawed
in their execution They are wasteful' They poorly sérve those that
they are designed to serve That is the people who.need wotk and
the employers whorwant to provide them with thatwork
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On the motivation angle, I do not know what to say You hear a
lot of reasons TV, breakup of the family, lack of respect for au-
thority, and se on. I wolld not guess as to what that might be It 1s
a problem, though ~ o ,

I think on the basic. education, the elementary and secondary
schools, 1f we had to focus otir attention, if we only had so much 1n
the way of resources, it would pay over and over and over again If
Congress, our State legislature, and all the people in positions of
responsibility &ould concentrate on that area We had a recent
meeting of our California rpundtable and Jim Guthrie, the head of
the departimefstt of education” at the University of California at
Berkeley and he also holds othrer titles in the State, mentioned
several interesting "facts I pitked out a few here because they
strike me as very interesting For example, California has 10 per-
cent of all the public school students in the United States, 1t 1s
about 42 million—about Kalf a million of those go to private
schools. A

We have been reading in the %ios.Angeles Times that the scores
of college-bound seniors on both the verbal and mathematic dimen-
sions of the SAT tests have fallen at a faster rate than they have
nationally Believe me, they are falling natignally, but California
leads the way We are gogng down faster than they are. A substan-
tially smaller portion of California-bound students as compared
nationally take advanced or difficult courses, By these I am talking
about, of course, your sciences and your mathematics. Trigogom-
etry ig a good example Almost three times as many students'
nationally take courses in trig as they do here 1n California.

Textbook writers tell us that the textbooks today that ou
dents are using are about one to two grade levels belo at they
were 10 years ago Even though the kid 1s taking pKysics in his
sophomore year in high school,he 1§ taking a physics that has been
diluted or downgraded from what maybé I took or sofnebody else 10
years ago We all know about the grading,’we know/about the lack
of discipline in schools which has just become absslutely atrocious.

We are spending $11 billion in California on primary education
We are spending the equivalent of $2,200_per stu‘é nt. That is the
national average Yet we are getting less for our Ruck-than they

are nationally, though nationally they arg not getling thei™ full .

worth, either. . /
Well, we had another presentation at that same meéting I would
like to remark on Lewis Beall is superintendent the Azusa,
School District He is head of the State Association of Superinten-
dents He brought out points How do you achieve exgellence”.That
is what we are looking for Excellence in the terms John Gardner
talked about in his excellent book on that subject Beall said the
schools’ primary responsibility 1s the maximum intellectua] devel-
opment of each student Believe me, we hawe gotten so far over in

the social side we have forgotten what the purpose of the schools -
are He says the characteristics of a superior school mclu&al these ~ .. -
slgted @

things Active learning time, student behavior, which 19 tr
into discipline You cannot have education without discipline. Aca-
demic emphasis rather than side courses that are’ not the basic
courses .
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HIGH EXPECTATIONS

We all know that when a child is placed in an environmant
where a lot 1s expected of him, he often measures up to it. We see
certain families, for example the oriental families é\(’})ich are very
close-knit, have high expectations of their student€ and they do
well They do very well. ! ’

Of course, strong institutional leadership Having had a daughter
that just went through and got a degree in education, she got 2
years of basic subjects and then 2 years of how to teach. I was

" frightened to see her go out because I knew she could not do what
she should do or what was expected of her in the classroom.

Of course the other thing that is just killing us in the State, and
you gentlemen and our State leglsI]ators are partially responsible,
1s that the school districts are overwhelmed by all the regulations,
the morass that they have to go through. I listened to Rgbertson,
head of our school district He came into one meeting one day and
he had that desk two heaps here Here are the things I muyst
follow You know, we are so concerned with what the average daily
attendance 1s we are forgetting what we are here for, and that is to
teach young people

What will it take to turn our schopl systemi~around? It is a lot of
tHings, believe me, 1t 1s net money by a long shot, in fact, you
might even save money

We need to determine what we want from our schools. That is

important What 1s the goal” What do we really want our school

system to do? .

We need to provide flexibility, more local control, break up these
huge school districts like Los Angeles They are so far away from
the student they do not know what they are doing. You need to get
local control, close to 1t

ADEQUATE FUNDING

By that I mean equate the funding, though we have done a good
Job 1n California There 1s less than $100 difference per student
between school districts That is fairly well accomplished.

Community involvement ’

TESTING

" I certainly second your remarks on that.. You have got to use
testing You have to determine what Ythe status of a student is and
what progress they are making I have a young daughter-in-law
teaching-over in North Hollywood. She has sixth grade, primarily

students from Central America, Mexico, the Orient, and others. .

They are all different levels We have decreed by law we have to
mainstream some children She has a couple of retarded children
there When she says, “Children it's time for math,” she has math
group No 1, math group No 2, and math group No. 3. She is
running a one-room schoolhouse That is a terrible waste of her
time You are going to wear sher out Secondly,'it 18 not giving the
students what they deserve at all.

We need to consider requiring every graduate of our ‘public

schools to have some marketable skill before we give them a certifi-_

cate or a diploma \
) i \
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We need greater emphasis, of course, on the basics.

. We need more vocational schools We are way behind in Califor-
nia, incidentally, in vocational high schools such as you would find
in Chicago or back East where they emphasize that to a much
greater extent than we do. . °

As far as the training programs, I think they are flawed in their
execution, they are wasteful, and they just do not serve the needs
of #fe émployers or the employees Well, the answer is very simple. .
We have allowed them to become a social institution. We have
developed a whole class in there that are dependent on those
schools, the running of those schools for their own income We
have forgotten what we are trying to do, which 1s to get people
marketable skills. The closer you can get it to the employer or the
employer association, the people that actually have the jobs, the
more successful the program 1s going to be It 1s just that simple
Those are the people we ought to look to to provide this trainihg
Then 1if you like, get some nonpolitical agency By that [ fhean
something other than the Department of Labor, for example, use
the GAO, the IRS, somebody to go in and check on how effective
the program is

[ am npt going to touch on one other problem which I should,
and that 1s the horrible stdte of engineering education 1n the State
- Itf in the Nation, too It is going down the tubes. The Ph. D., for

ample, who you would use as a professor is earning less than the |
itudent hé cranks out that year A graduate in éngineering with a
bachelor's degree gets from 320,000 to $26,000, closer to $26,000,
just to start, while the person on the faculty probably gets on the
average ' $22,000. ‘W€ do npt have up-to-date equipment, it is a
h * LA IEN . - ”
Higs. I have seen will show that
o4Lyou want to influence the
t to create mpre jobs in this country, empha-

w,t

2 size.techhology, emph .

"Well, ow do I sum 1t up?Ithink) despite the best of intentions

on the part of éverybody, and a ormous expenditure of wealth? \
the effectiveness of thesjob market, how the job market works, 4nd
:  the educational system mQFe@singly failing the people that it is
.supposed to serve, I think maybe remedial actioféis needed now. I

think 1t will require the efforts of all of you and us ‘
. I thank yousvery much for this opportunity ol
. Mr. Hawkins. Thank you, Mr. Kiddoo. N :

The prepared statement of Kaye Kiddoo follows.] ~ * - .

L4

PREPARM}\ST‘ATEME,\'{ or K R Kibpoo, Director 6F PrrsoNNEL. LockHeep Corp *

_.. Lam_ Kaye Kiddoo, Directur of Personnel for the Lockheed Corporation, headguar-
tered 1n Bdrpank. Cahiforma Of yur approximate 14,000 employees, over /0,000 are
1n Calify making Lackheed one of the largest, if not the largest, private employ-
er in the state, In addition to my job at Lockheed, [ am past chairman of the
Amergan Eleotronics Assuciation’s Industrial Relations Committee, past

Califurnia Technical Pergonnel Committee, member of the Industr
Advisory Coungil to Chancellor Dumke of the California State University & Cu{
leges, and presMent of the Board of Trustees, California State University, North-
ridge In agdmon. I am participating on the Califormia Roundtable Task Force on
Jobs and Education
I was asked to address my testimuny tu the occupafivnal and skill needs of

‘;ndustr;y in Califurnia and the efforts which should be undertaken tu equip the

structurally unempluyed or displaced wourker with the necessary skills ‘(\N_mli I
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Scores of colJege-bound seniors on both the verbal and mathematics dimensiuns of
' the Scholastic Aptitude Tests (SAT, have fallen at a faster rate than the national
decline

Compared to the rest of the nation, a substantially smaller proportion of Califor-
nia college-bound sfudents take advanced, or difficult, courses Of those California

. high school pupils taking the SAT, only about 5 percent of the females and 11
percent of the males complete a third year science—less thantone-half the national
rate, far fewer California students take a fourth year of English or math

Five percent of Californsa pupils now take trigonometry Nationally, almost three
tinves as many students are enrolled 1n such courses

The average textbook 1s now written one to two grade levels betow comparable
books of ten years ago .

Course standards, grading, workmanship, amounts of humework assigned. and
behavioral expectations have declined. nearly one-half of California’s twelfth grad-
ers do less than one hour of assigned reading each day

The highest scoring group of pupils are those condidered fluent in English who
also speak Chinese or Japanese -

Annually, California now spends mgre than 311 billion to support all facets of

" lower education This results in annua?‘operatmg expenditures‘per elementary and
secondary schools pupil in excess of $2,200, a figure which approximates the nation-
al average ;

At this same meeting, Lewis Beall, Superintendent, Azusa Unified School District
and President, California City School Supgrintendents Association, presented a
paper which he had co-authored on ‘A Path To Excellence ' Here are a few of the
many important points raised

The schools’ primary responsibility is the maximum 1intellectual developfient of
each student

The characteristics of superior schools include Active learning time, student
behavior ‘disciplinet, academic emphasis, high expectations, and strong instructional
leadership

The great morass of restrictions, limitations, mandates, upinions and guidelines is
seriously impeding the public schools’ ability to make progress towards excellence

The primary ingredients for turning our school system around include these

1 Determining what we want from our schools

2 Providing flexibility, local control, and governance by those closest to the
schools and removal of the morass of legislative mandates and regulations

3 Adequate funding

4 Community involyement

5 Testing to deternfine status and progress

6 Incentives for schools and faculties to achieve or exceed mutually derived
standards for pupil achievement

7 Requiring every graduate to have a marketable skill

R Greater emphasis on the basics reading, writing, mathematies, and science

9 Vocational schools with full industry participation

Let me briefly expand on my criticism of government training programs I stated
that they are flawed in their execution, are wasteful, and fail to serve the needs of
both the employers and potential employees This can be effectively remedied by
overhauling the system and placing the responsibility for training on the employer
or consortium of employers, the providers of jobs This could be administered by
private industry counculs, such as exist, and momitored for effectiveness by the GAO,
IRS, or similar “non-political agency ”

I have not touched for want of time on an exceedingly serious problem which
vitally affects our national economy and perhaps our’survival as a free nation That
15 the deplorable state of engineering education in the United States We live 1n an
increasingly technologically oriented age, yet our engineering schools are having to
limit enrollments for want of instructdrs, equipment, and general support [ recom-
mend this subject to your subcommittee’s early and serious concern

How do you sum 1t up” Despite the best of intentions and an enormous expendi-
ture of our wealth, the effectiveness of the jub market and the educational system
increasingly fail to meet the needs of employers, employees, and our society Reme-

dial action 18 urgently required and will require the joint efforts of all .
Mr Hawkins The next witness 1s Mr. Harvey Brenner, United
Auto Workers, region 6. , »
(-
g5
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STATEMENT OF HARRY BRENNER, UNITED AUTO WORKERS,
REGION 6 .

Mr BRenNER. Chairman Hawkins, members of the committee, I
am a representative of the UAW, an organization uf 1'+ members. At
the presént time roughly 300,000 of these members are vut of wourk with
little likelihood of being recalled to their jobs. R1%ht here in California
we have had a Chrysler plant, a Mack Truck plant, 2 Ford plant, a .
Harvester plant close with no likelihood uf them upening up again in the
future. ‘

While skills are required of auto workers to perfor heir duties,
these skills are not readily transferable tMr és. It does
take some skills for somebody to slap fo es and afspare on a
car in 2 minutés flat, minute after minute, but other industries do
not have a need for these type of skills.

Laid-off auto workers for the main part must be retrained in new
skills in order for them to be employable. They must be trained in
salable skills in today’s job market. If not, they do undergo a severe
reduction of théir standard of living, many of them below the
poverty line.

Here in southern California there is a great need in industry, as
has been expressed by the other two gentlemen, for skilled work-
ers, primarily in the machine field, in electrgnics, computer indus-
try, and always in clerical. Entering these fields requires special-
ized training both in theory and hands on. Additionally, in many
cases, workers require an extra boost in order to get on-the-job
[ training with an employer. Schoolroom training as good as it is
" sometimes does not enable a person to get hired without effective

on-the-job experience On-the-job training programs, we have found,

under the Comprehensive Employment Training Act are an effec-

tive way of getting somebody established in employment As a

matter of fact, all training programs, we feel, are about as most

cost-effective a way as possible for the taxpayer to “handle the
problem of structurally unemployed. The cost of unemployment,
welfare, the rising rate of crime, and imprisonment far outdoes any
possible cost of training. The cost of sending somebody to Harvard

18 less than sending somebody to prison. It would be a lot more

effective to cut down the rate of somebody going back to prison

again. ‘ - .

Actually, a training program would be as big a bargain as the
American taxpayers can havé in this area. Among the various
types of training programs, we found that OJT is probably the
most cost effective as such. It results in the greatest number of
unemployed persons being retained in unsubsidized employment at
a lower rate of cost to the taxpayer. Hopefully that would be a
higher-rate of pay. ’

Mr. WasHINGTON. Hopefully. .

Mr BreNNER. OJT programs generally work if employers are
reimbursed a portion of the trainee's wages up to 50 percent for a
period of time depending upon the complexity of the job, with the
prior agreement that these workers would be retained in unsubsi-
dized employment at the completion of a successful training pro-

~—

grgam. -/
in California, UAW is involved in two rather new programs that
have highlighted another problem under the present legislature. In

\‘l o . « S -~ =
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BUSENESS aNsy “ii”\“ OF LOs ANGELES
Mr o FriTENPRaC M Chavnnon s

Mr O rmanoon e ol the corpmittee | oam Henry Felten-
herg rosedent of
Tne Bluon Busimess
avet 170 bladk bustne '
ILeIDCer COmpanies ale syl oo natLr oa Prochopaindily s ot
nciude professional serve s marufactunng, tei vl nanaial wan-
~gement, communications research and development. construction.,
and public affairs My commients are reflections uf views expressed
by members of the association I represent and other business per-
sons not necessarily in membership but sharing <immilar concerns

Mr Chairman, we appreciate vour iggation to the Black Busi-
ness Association to share with this comimnittee vur, vigws and recom-
needr ons coparte v Facral legelative and adilgustiative fac
Tl st b afted e cccupationad and skill needs i <ol husiness
esom venes el ol minonty businesses inparticular

ot o i s are smpacting small businesces  abil-
tes 1o D%l gy e employvitent goals Some of these policies-
cenctnve e aonment for samall and minority business
s *wonducive to extensive expansion of business which .
. quires additionial emplosees to be hired It i« within
w= ol ament that 1t has been requested that my testimony

PR

v - wheally address the occupational and skill needs of indus-

saress AesLcintins of Los Arzejes
15 o trade acemzatior made ap ot
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to 7 Hforma and the efforts which should be undertaken to

equip the structurally unemployed ur‘dxspl(z'uld worker with the
rnecessary skills
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we find more and more that large mdustry participates in the
training”of the structurally unemployed This seems like a good
solution since these companies have enough resources to, create
extensive OJT programs However. most of these programs are
relative failures because the trauma of the participant’s current
- lifestyle 1s too great when entering the corporate, or structured
enyironment [t is necessary to create a bridge to provide egress
from one life to access to another Transwestern Institute has
devised a system of remediations which changes the cognitive rec-
ognition responsive level from a nonproductive, careless, learn and
do nothing register té a positive response-oriented register in which )
* the trainee deconditions negatively learned precepts and habits
and 1s reinstructed so that absorption of new knowledge 1s made
possible :
\-Xranswestern’s major task 1s to prepare CETA clients for OJT
) ssignments with various participating companies These compa-
nies fall into two major groupings Small and minority businesses,
and major corporations participating in already structured OJT
programs at their sites
Transwestern’s human engineering experts present to each par-
ticlpant in this program a course jn learning readiness. Many
CETA clients have had prior experiences with educational and Job
training programs that have not been successful, many carry poor .
expectations regarding future learning and working experiences.
The participants of this program learn how to overcome poor work
habits, develop concentration skills and are introduced to Tran's-
western’s world of work programs
The program has been speeifically designed to insure the partici-
pants of a smooth transition into the business environment Many
clients from the inner cities suffer culture shock which acts as a
barrier to good job performance The human resource development
and remediation cour8es covered during this program provide ade-
quate preparation which aids and as$ists the clients in their adjust-
ments to the business environment The program greatly increases’
the likelihood of continued successful unsubsidized employment at
the end of the OJT assignments
In"the architecture of,this program our intended goals are the
recruitment, intake. 4nd assessment of OJT candidates. A develop-
mental assessment process will be conducted with OJT employers.
This information will be used as an aid in the design of employabil-
ity plans for participants entering the program Once in the pro-
gram, the participant wrll be given remediation and human re-
sources courses that will aid them in their adjustrhent to the OJT
work environment
A portion of effective training moneys must be earmarked for
small businesses in the business of training
A system of networking must be developed in the small and
minority bysiness community to insure continued access to the
skilled labor pools by the newly trained, or skilled, and to the small
and mipority firms in need of skilled labor As an example, I would
like to leave with you, Mr Chairman, a sample of such a plan as ]
submitted on a State level
The CETA program, titles HI-B and VII, are responsible for much
of the success 1n training, that does exist today I would hope that

r
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the future bodes well for increased spending in an area as impor-
tant as this one is for America” Without such supports, I don't see
how we can prevent a tearing of this Nation into two and distant
sectors, the have’s and the have nots.

America’s oversll blueprint for economic recovery must contain a
system whereby small business can be assured of access ‘to afforda;
ble skilled labor and that the structurally unemployed or displace
worker can look forward to being provided with necessary skills
These are natural imperatives. -

I thank the committee for the opportunity to present our views. I
hope that the committee will continue to look- to the Black Busi-
ness Association of Los Angeles as a resourc? in establishing a
viable agenda for the future. ’

Mr. Hawxkins. Thapk. you, Mr. Feltenberg

[The information follows:]

.
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2 SIGATURE SHEET

*
-

As an applicant for State CETA Office funding, 1ranswestern
. (Name of Organization)

hereby proposes to provide and deliver emplovient and training programs and
services as stated 1n this proposal  If this proposal 1s approved, negotiated
and furded, 1t 1s agreed that the provisions of the Carprehensive Emplovment
and Training Act as amended 1n 1978 or, 1f applicable, the California Youtn
Employment arc Development Act of “1977 and other assurances required hv the

' State CETA Office will be followed

Purtnermore, as a duly authorized representative of the applicant, [ certif.

that the information provided 1n the proposal 1s correct to the best of m

knowledge and that Transwestern 1s {ullv capable of
\ane of rganizagion)

fulfilling 1ts obligations as stated 1n this fproposal

9 ' Y ’ - N
L] -
Herry Feltenberg - President 1725 ¥est 6th sfreet o
Mame ard Title) (Organization’ s Addrés<)

Los Angeles, CA 90017

. ‘@:L\'k«—\ *(213) 483-1880

(Sigrfitute, \ {Area Code and Telephore “o 1
\‘
# (\ ' i
June 26, 1881
Mate) ~ Y]
®
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3. Estimated Characteristics of Participants To Be Served (If applicable)

THIS SECTION 1S NOT‘APPLICABLE b R
SEX ETHNIC GROUP AGE GROUP
¢
No. Y No. % No. 3
Male White 1415
Ferale Black 16 - 19 .
—_—_ — — _—
Total * 100% Hispanic 20 - 21
Anerican Indian/
Alaskan Native 22 - 44 .
Asign/Pacafic .
Islander . 45 - 54
Total 1008 55 Over,
- f
-
N TARGET GROUP
‘ - No. v
Hand1Ggpped —
Offenders —_— —_—
Displaced Homamakers — —
Persons of Limited English Profictency
Sirigle Parent _ i ’
Public+Assistance Rc::xpients
Veterans __._.n ——— ‘
‘Migrant or Seasonal Fam Worker ' : .
Older Worker ~ 8 —_— e )
Youth « ~ .
¥omen —— —
N Other (Specify) — —_
7/
. .
¢ i . .
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JECT_SPECIPICS

A. Project (Sumga_rl ] R

.

TranswWwesterr is pleased to present ¢ the State of I
Talifnrntia plans £or a fuolly automated Procurement Managenent
fically desigred for the economic

Irformation Syster~ speci

development of the Black cormunitites of California. Trans-
western's proJect "BLACK ECONOMIC DEVELOPMENT = JOBS™) fosters and
creates the econom:ic developrent necessary to ensure the availa-
brlidy of 30b5s within thd Black Communities or Calwfornia.

A Ore-Stop Regource Center (hereinafter referred to
T cffering computerized data collectec fronm
e 1ndustry and publiC agerciés would
e availlakle under one’Procurere~t Maragjemert
+ Drrectories, contract opportun:ties, mailin
yment ospportunities .11stmgs =oyld alsg be avail-

W ok e PN
vel

rr o

-, SA magazire entitled ®Califorria Black Economic Digest
would bd created fron the information stored at the Center.® This
putlication wi1ll bughlight various business gpportunities in the
State, profile comr.nity businesges, provide informative informa-
tion as to leg:slative news, announce contract opportunities,
calander events of interest to the community, along with articles
of interest written by merbers of the community, private industry
and public ajengies. Display and classified advertisements would
also be provided, .

.

The 1mxplementation of the Center and the services {t
revide will lead to the creation of much needed Jobs within
ok com.lunnios ef Caleorni.a on an origoing basis.

. B. Need for the Project

v

Define the problem or condttion which makes fhis project
netessary. - '
Tr3nswestern has identified the need for effective Black
a economic development in the State of California. This need is
evidenced by the high rate of unemployment found in these communi-
ties The Black communities in the-=State of ga}ifornia are cur-
tently economically handicapped. This econorifally handicapped,
compunity™is currently experienceing one of the highest unempl oy=-
ment rates within the State of California. » e

An urgent need exists for the services of the Center.
The Center wgQuld provide, in addition to the processing and
dissimination of ¥nformation, support and training services in the
areas of management, marketing, financifg, government relations,

‘e -

o 105
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Need for the Prozect (Continued)
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cours»lxng and
uld alsc o‘fer
erces, designed
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C. Overall Purpose of Project

State in general terms how the project will:help to solve
the problem or condition stated under B above.
. ’ - / N

The Center will become a vehicle in which to channel and ¢
disseminate information that will help to restore economic health

and vitality to the Black communities within the State of -
California. Tht restoration of economic health and vitality to =

these communities will ensure the availability of Jobs.

The linkage created by the Center betveen the communi-
ties agprivate industry and public agencies brings about ‘the
solu n to this problem. Never before has any program sought to
synerglstically create a communications network that has been
specifically designed to decrease the high rate of unemployment
currently existing within the Black communitites of the State of ‘
California. The locating and identification of all Black business
in every 1industrialycategory and the ideal that we will identify
all commﬁnity based¥organizations, locate and input all black
trade associations, 3nd list contract opportunities for 4private
buginess and publi gencies, creates a natural economic resource
for the Black Cohminity. . v

- Once all %nput is finished, we will comput€ and publish -
job opportunitites which exist within the MIS unit. “California
Black Economic Digest" will of course publish, on a continuing
basis, the data collected by the MIS unit to all guarters of the
copmunity within the State. Our computer will make it possible to
link job opportuniti'es data with candidates available from CETA
and other employment and training programs. (Screening and
assegsment input will be regquired). ‘s

The tremendous resource created, the eaonomic growth
accomplished, and the ease of job placement for clients easily
makes this project one of the most important ever to be submitted
In the State of California.
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Project Objectives '

Jectives Yand how attainment of'zach
P to meet the overall purpose of the
Complete project time schedule,

Identify all major ob
objective will hel
project.

proiect, each of the objec-
The following item by ftem
the program objective and how that

To meet the purpose of the
tives herein listed ‘must be pet.
explanation, breifly describes
objectives will be accompl i shed

.

OBJECTIVE 1 ‘

To link CETA and'other employment and

training programs
to economic development activ;txes.

3 .
¥ .

/ © The proper computer software design will allow Trans~-
western computers to accept information output from various CETA
and non-CETA training programs. This information, on intake and
asgessment, will be analyzed, categorized, compared and matched
to existent and newly created information from the economic

development data banks developed by +the Center®s MI3 unit.

OBJECTIVE 2 . -

The Development and coordination of economic development
activities which will result 4n a significant numbers of
jobs for unemployed and disadvantaged persons. .
To quantify the total

resources of the community {s the
first activitiy necessar

Y for the development of the Center.
overnment a

Major corporations, 9
cannot now find potentia
opportunities,
developmental environme

Opportuni

gencies, and private organizations
1 businesses to present various contract
ties ¢hat would create a positive economic
nt. *The delivery of the total benefit

‘ package contained herein will guarantee the economic development

of the community, and thereby sgti
economically disadvantaged now resid
ties of the State of California.

mulate job creation for the
ing within the Black communi-

. OBJECTIVE 3

To coord(nate
enabling them t

-
.

the communily and it's organizations
o identify jop creation problems, needs,

and available resources.

This

project will develo

pe the most comprehensive mailing

dlist currently {n use for

this purpose.

A maintepance system,

designed specifically for this purpose,

will keep all infogmation

curzent and up to date.

We will be abfle. to coordinate changeg

O
ER

e EEE——,———




< «
~
« A
. 1
-
P
.f [T SR TN ) Mo g 4w
T UL e b @ Do oW
J«.MM_M‘HI £ oy -
o SO ey N
N s BT o E T .. 8
' 0o WU A PR BV
. u > . O
. [ %Y My IR e I -t
Lo e 2o o0 N W s -
-1 4 [ 23
OJeviod . ot Y. 8 &
ME b o Uy ©
R . ’ M el e O -
v . .
P ¢ 228 . 5
Ww O 06 ) ¥ e
Oy g S © b Mo %o ~
b £ "
LA S B R E P X [
¢ wi_o“ M - Lo e m N
- » YRR NG - e s d E
- 1+ ' e
© & «Q‘w A + oV el T wm
o, N, s 8 [T )
RO 2] B RO Y —
“ NN o T« 0
et Ly S0 . gy - y
Y ‘.O . 'Y ™ A ¥ -
o g0 oo s B o [
S o g Q 3 e
X Pt RO Ly P Y
Lo S0 ot Car e o™
5 Tulng @ DL T =
~ PR IR Sl ] v Ul “ fol
o0 LA [ w
by PP yos 6 td w oo [
—t N2 woY 4 v u [ ~ A/
" _— b - . o
iy o - ¢ A e 0
by . Y Qe
-5 oy
‘ P \ 1 l [V
‘L s p B A ” FYS
. o : - [N, € o
4 e LT v o
< [T - , LTI LY - v 0
o N b oer o
« L _u‘ 0 qv,J aoo ©
B 4 U 2 C o d o6
o e s b W
w w £ s &m0
5 s ¢ a , x T O 6w
PR .:W.Mw& cr s e ol G X e O
S VI MY T S ~4 ) £ b F U
‘ F.'4_,,.\3 oy TS ' ...!m.? - O 4 LLgeex
v ar . : [ g o o e ,n ¢ (S-S R
© et s 4 . e o -
[ | .y 3 . .
- R Y ! . LR o
o or N 08 : o AFCELAE S 3 . N
A ' ',r‘ > . . 1A mw. (SRS TR PP
Gy o . ! 15, (e D N e
o™= 1 4 0T ¢ rM. 3, . .
FEN2 IR I A S PN BT 3
XY . o
o Ia G ot ey .4 .
vou o . N resd 4 &
&
[ - - - @ U o
. I PETIA
¢ o ORI Sy @ 4 e g

[N I SR S

-

O

-

IC

E

Aruitoxt provided by Eic:




: 109,

OBJECTIVE 6 (Continued; ‘
5. Contract’, proposal, and £1id res>
fagilitate proposs. and nmid s
PN {2 ?airs
8, Busxness,develop*en_ 3hows (MBCD
10. Tapital formetion inforratior,
OBIECTIVE 3 ’

Te prowote

c:1al deselopment 1n rural and weban
experienced,

unetpisyTent 18 being

activities related to industrial and comre
1

»
LY o
B
.
i€Ce Zerters Lo relp
. -
biggior,

areas 1r wrach n

r=
ar
E
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clear ing Suta
barrs. JnLsT e
bers to ecordesd
2.,y 2 j2Z1¢
fazwsiet e Lre
Trrated Plwllyr -
1Ty acs refera_ s
are z.d T .t .3
able o '

visability of gmall businesses as a
e of enmployzert for entreprenedrs and
4
a
t tar been dis¢ussed in reference to this
laprose tre s.oability of srall gslnesses
tran any project designed for thie purpose

mocels of snall business enterprises.
By the creaation of computpr moftware
and analytical computer profiling we will be

potential of various small businesses to test
for present and fyrure 3ob creations,

A-5¢
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To test and compare the job creation poteatial of various

to do model benefit
able to measure the
their capabilities
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OBJECTIVE 11

To 1nstitutionalize an information delivery system for
small, medium, and large businesses as well as the
political establishments, and public organizations.

Institutionalizing an information delivery gyster is
achieved through:

1. Computer hot line

2. Newsletter .
3. Public relations department .

4. Magazine

5. Speakers Bureau

6. One Stop-Resource Center

« OBJECTIVE 12

To structure the project 80 that at the end of 12
months, it will operate on an unsubsidized basis.

Through subscription to this program of a modest ygarly
fee, through usage charges for information requested from non-
subscribers, through advertising revenue from the magazine and
newsletter, and other revenue generating activities we will be
able to operate on an unsubsidized basis at the end of one year.

7/

A-5d




4 PROJECT TIME SCHEDULE

.
ACTIVITIES TO BE 1980
PROJECT OBJECTIVES ACCOMPLISHED OCT N0V DEC JAN FEB

1 Liok CETA and other a  Cosputer acquisition X
programs together b Staffing X X X
¢ Software developocht X X X
d. Research and iaforsa- X X X X X
tion development p.
2 Develop and coordi- e Issue nevsletter sad
,> nate economic deve- magazine publahed
o went activities f. Public relationd X X X
department developaent
g Speakera bureau deve- X X X
- lopment / -
h Plug-in information X X X
from CETA and other
training ageficies
Coordinate community,
its organizations’
“(Activities necessary )
are acheduled)
Plant closing and X X X X X
budget cuts ] .

rt structurea i Procuremest outreach
private and public } Install job hot line

Q 11 :
ERIC ,
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enployer
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1t -
N

K
Industrial asd coa-
mercial (act:vi®e,
this obiective
slready seheduled) %
expanded . ..

& ]
Clearing: house and
networking (activi-
ties for this objec-
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Viability of Aval)
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Institutionslize
inforastion delivery
system (activai-
ties for this objec-
tive slready sche-
duled)

Structuring for -
unsubsidizd opera-~
tion sales revenues
reeeipts

\

PROJECT TIME SCHEDLLE

“(Cont"d)

1980
NOV peC

v
ACTIVITIES TO BE

ACCCMPLISHED ocT
__ACCOMPLISHED _

Sales revenue gZeneration

\

JAN

FEB MARCH APR

TITLE OF PROJECTs .
BLACK FCONGMIC DEVELOPMENT = JOBS
DURATION OF PROJICT
FUNDING BURATIDN, Z YRARS OVERALL
DURATION, INMEFINITE

1981
MAY N JUL  AUG  SEP
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e BLACK ECONOMIC DEVELOPMENT = JOBS
. . DURATION OF PROJECT
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ACTIVITIES TO BE 1982 1983
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E. Major Activities -

« Describe each major activity you will undertake “in the N
project including the organizational component responsi-
- ble for the activity. 1Include: who will benefit from
each activity. when possible, expected results should be
expressed in measurable terms.

a. Computer Acquistion - Transwestern's Data Processing
Manager will be responsible for computer acquisfition, This will
be done after a through feasibility study of the marketplace has
been conducted. . Transwestern's 18 years of experience in this
area will be fully utlized during all phases of the feasibility
study and acquisition,

. b. Staffing ~ Transwestern will utilize State wide
personnel resources in staffing this project.

c., Software Development - The needs for software develop~-
ment will be documented at the start of our Data Processing

Manager®s feasibility study; he will have prime responsibility for
the purchasing and/or development of this software. . M

v d, Research and Information Development - This depart-
ment will be manned by staff members select@g from the community,
) private business and Transwestern's public.sector experts.
.
e. Magazine and Newsletter ~ Transwestern's Publishing
Department. M ,

j I + f. Public Relations Department - Thisg depggtment will be'

manned by marketing experts,

9. Speakers Bureau - T:ansvester"h's Administrative
Department will be responsible for.this area.

= h, Input Prom CETA and Qther Providers of Trainin -
. § Transwestern's Research and Development Department, and adminis- .
r trative personnel will work in this area’

i. Procurement Outreach - Transwestern's Karketing

- Department personnel will work In this area. . T
j. Hot Line olgetation‘— This department will be o
staffed from Transwestern's Administration Department.

k. Seminars, ®How to Clinics®, and Job 'Pairs - Trang~

western's staff consultants and admlinlstrative personnel will

work {n these area. s

El{llC ' 119
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S. PROGRAM ADMINISTRATION
A’ ORGANIZMTION GOALS AND OBJECTIVES

“

Briefly describe the goals and objectives of your
organization.

N .

Transwestern's project
,

. " BLACK ECONOMIC DEVELOPMENT = JOBS"

fosters and creates the economic development necessary to ensure
the availability of jobs within the Black.communitxes of TCalifornia. .

.
B, ORGANIZATION CHART
TRANSWESTERN DIVERSIFIED CONSULTANTS, INC.

- . ]

PRESIDENT :
s “
? C N
. === ===d VICE PRESIDENT
‘- . ' o
ADMINISTRATION -
1
! v
- \ -
OPERATIONS
.
- e
PERSONNEL
| L 1 ]
: DATA | researcu
&
MARKETING ROCESSING DEVELOPMENT PUBLISHING o
I : X :
SPEAKERS .
BUREAU
- A-10 ’
. .
.
2
’ '1 RN )
A~ A
O - . o .
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Based on the organization chart, identify staff positions
. to be covered by the subgrant and include-a brief posi-
tion statement of each staff position covered by the

119

'

Brief Job Description

Overall responsibility for the
successful operation of the

Responsible for project pefsonnel -
and the operational functions
of the project

General responsibility fof
operatiuons and project
administration

General administrative aide to
the Executive Director of the
General clerical work for
project executives

Pinancial records

Responsiblie for all proposal

Clerical work to support to
project .

Primary telephone responsibility
for the project

Responsible to administration
for the marketing duties of the

B. ORGANIATION CHART (Continued) .
subgrant. (See following page)
¥ !
, PROJECT STAFPING
Position
Administration
President
project
Vice president
Executive Director
. * Administrative Aide
project
Executive Secretaries
Bookkeeper
Proposal Writer
'i writing
Secretaries o
Receptionist I
Marketing
Marketing Manager
- project
. =

Sales person

Public g Manager

~

A-11

ERIC

Aruitoxt provided by Eic

Selling project prdbrams

Administrative public relations
for the project
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B. ORGANIATION

PROJECT STAPFING

Position
Personnel -
’
Personnel Manager

.

Employment Coordinators

Data Processing

Data Processing Manager

Research and Development

Rzg\arch & Development Manager
'

Investigator

Publishing Department

Publisher

Reporter

Photographer

Circulationp Expertd

120 .

CHART ({ontinued)

- &
Lontanoed;

Brief Job Les.r.ptior

Hizes personnel for state
pesitions *
Reslonsxble for project inter-

face with CETA and other
erploywent and training prograc.

Responsible for all cowputer

related actavities, including
ptogramming for the pregram

Responsible for all data entcy
operations and researcn of “"not
line” inguiries

Responsidble for the operations
of the rescarch and develdpment
of data for the project
Supplies new and updated
information to be entered into
tne conputey data banks

rd
Responsible for various project

publications\ <

News and infromation gathering
for project publications

1z%d in praject publications

A-~lla

%

Moy

///"“

Responsible for all photographers
(331

n and geles of praiects
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B. ORGANIZATION CHART (Continued)

PROJECT STAFFING (Continued)

! Position Brief Job Description

Speakers Bureau

Bureau Chief Responsible for activities and
media exposure for project
activities

.

Speaxers . Present public presentations

and participate at functions
. which benefit and given results
C. SUBCONTRACTOR RELATIONSHIPS (If Applicable)
Not Applicable for this project .
!
-~
b )
- -
, -
,
’
, ’ A-11b
;o >
é.‘
125
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O
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D. Cooraxnation

Describe plans for coordinationiwith other delivers of
gservices gnd ident1fy those deliverers.

- The project team will work closely with and coordinate
activities with the following organizations: EDD; the Community
College Board; Bureau of Apprenticeship Standards; CETA Prime
Sponsors within the State; Private Industry Councils within the
State; California wWorksite Operations; Community Based Oraginza-
tions; and other private providers of training within the State.
Available data from the activities of the above listed entities
will be input into our MIS unit at the Center to facilitate the

. goals and objectives of the project.

.

E. Co-Punding .

Describe plans for using other funding sources to expand

or enhance this porposal. Identify sources and amounts.

The project team will seek whatever participations as are
applicable from the identified providers of servicesggégted in "D"
above . b -

A-12

~d
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o
P. LOCATIOR OF TRRINING SITE .

A. Identify proposed location of offices and training
sites and the function to be performed at each site.-
Indicate addresses {f known.

Proposed Locations and Punctions to be perforzed:
“i,, The program site will be located as follows:
Adninistrative Offices
Transwestern Diversified Consultants, Inc.
1725 West 6th Street - Znd Ploor
t . - Los Angeles, California 90017
. ' . The Center will be housed 3t this location.
Branéh Office

The Lentral Building
Broadway and l4th Streets

i Suite 1120 ) b
. Oaklandy California 94612
ar v e Q?,’J 4

The Branch office will be fnvolved in research,
data collection to be forwarded to the Center, and non adminis-

trative activities. ,

B. Private Sector Involvement

Private sector {nvolvement will be realized from
. subscribers participating in the progras. Companies which
identify entry level, upgrade, or OJT job slots and/or make
commitments to participant by providing {nformation to the
Center's data bahks will a180 be participants in the project.

el S

ERIC : :
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G. ORGANIIZATION'S PURDING (Attachmert to Page A-14)

rrding rding
Punding Scurce Petiod Level Purposse
Los Amgeles rarch 1981 §321,164 Classrom vocational training -
Civy PIC to {26 wxs) word processing (course {ncludes
215 West Surrse. Cor 1981 remedial Bnglieh and basic
Loa Angeles, Ca , typing.
XK. Clarence Broussard ZO
(213) (854685 0. Of Participants:
Qutoome:  Progream axtently in
. CED TITLE VII FUDING frogress
we Ameles Clty et 1980 $310,000 Clazerom vocational training =
Community Develop. w0 126 wks) worg processing {course includes
Drpartment Sept 1981 ceedial Bglish wd basic !
215 wese 6n St typing.

los Amgeles, CA
K. Clatence Broussantd

CED TITLZ [IB PUODG

/

No, of Participants: 20
Outoome:  Program currently in
peogress

Los Argeles nay 1980 $270,000
. Cley PIC 2 (26 wxs)
215 weat 6en St Sept. 1981

- Lo Angeles, Ca
K. Clatence Broussard
{2130 4894635

CZIA TITLE VII PODING

Classroos socational trgining = &

wrd procesaing {caures (ncludes

reedial Bglish and basic
typing.

No. of participants:

OQutcome:  Intake
FRetention:
Placement ¢

%

100t
95¢
84%

loe Ngeles Civy

July 1979 140,000
Peroomel . w0 {16 wxs,
111 Zase ist St. Ny, 1979 \

o8 Angeles, CA
M. Vinoent patlan
{2130 4852447

CEDA PSE - TITWEZ VIl & IID PUDING

Clagerom vocational training -
word processing - {course (ncludes
remndial Bglish and basic

Trpig

ho, of Participants: €2

Qutcoan Intaxe: 1008
Retention: 80V
Placement: 71V

s Ageles City July 1979 140,000 Clagsrom wocational training -
Persomel Dept. to {16 Wxa} word processing = {course {ncludes
111 Ease st Se. Hov. 1979 remedial English &nd basic
los Angeles, CA Typing
M. Vincent Petian
(2130 4852447 Mo, of participants: 62
Ovroae Intake: 100% J
Retention: 8Ot <
. CETA PSE = TITIE VII & IID PURDING Placemant: 7iV¢e
Outroach Pacility for:

Hest Lo Argeles Sept 1978 In-Xind Classtom vocstional tealning =
Comanity College W Shrvice wrid processing {course includes
4800 Preghman De. Prepart {1 night wild processing equipment training

Culver City, CA pet owr) and theory)

Ks. ASeline Price
(213} 6287768

' 4

INKIND SERVICE PROVIIETG

Number of Participants: 22
Outcore; This is &n spxxoved course
lieted in WEA’'s catalog. It {s the
last equipment course taken by
ztudents before certification by the
LA, Coomnity College Districe in
the field of word processing. = ¢
Students attend Lrom all areas of
LeA. County.

Nt ion Sgported Progras

Jan 1978
2]

T anowesteln vacied
1725 W. 6th Street
1os Armeies, CA
Me.Bnicley Masa
(213} 4831880 TUITION SUPFORTED TRAINING

A-.4a

i

O

ERIC
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T

Classcoom vocstional training -
word processing {(courses afe varied,
a catalog hat Deen attached
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I. IN-KIND CONTRIBUTIONS &

Indicate the in-xind services and their correspohding
~ value that will be provided.

-

Usage charges - Transwestern's president's and vice
president's executive offices, i{ncluding furnishings a‘? autogated
equipment uysed to the support project. )

. ’ J. SELF=-E ALUATION

Describe how your organization will evaluate the
relative success of the project in meeting {ts
intended purpose and objectives.

Our evaluation of success will be measured in terms
of cold statistics. The growth of economic development of partici-
pating ¢ompanies and the reduction in the ranks of the economicly
¢isadvantaged of our Black communitites within the State will be
measured. The major consideration of success will be demonstrated
by the project's continuance on a unsubsidized basis after one

- year of funding.

N o e e P
—— e -
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6. Prowosal Budget

Corplete all applicable budget :iterms below. See Line Item Instructions on Page i
A, Staffing Costs
FF SALARIES

POSITIM TITLE voFToE| mE

"
.
&

AN

1 }

$478,250

WORFERS, COMPDSATION: 43

$ 2,056

| FICA 6.65%x§
k4

OTHER (SHW CALCLLATIONS) .

31,803

Group Medical {$75,00) x 27

hd

$514,134

Aruitoxt provided by Eic:
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1

STAFPF SALARIES " .

YEARLY HOURS PROGRAM
POSITION TITLE % OPF TINME RATE PER WEEK AMOUNT
. President 50% - 40K 20 $20,000
Vice President 25% 33K 10 $ 8,250

Executive Dipector 100 28K 40 $28,000
Administrative Aide 100% 16K 40 $16,000
Executive Secretary 100% 18k 40. $18,000
Bookkeeper _— 100¢ 14K 40 $14,000
Proposal Writer 100% 25K 40 $25,000

Secretaries 100% 12x 40 $24,000 B
. Receptionisgt 100% 10K 40 $10,000
Marketing Manager 100% 22K 40 $22,000
Sales pPersofls 100% 18K 40 $36,000

PR Manager 100% 22K 40 $23,000 ¢
Personnel Manager 100% 20K 40 ) $20,000
Employment Coordinators 100% 12.5K 40 " $25,000
DP Manager 100% 27K 40 $27,000
DP Operators 100% 20K 40 $20,000
R&D Manager 100% 22K 40 $22,000
R&D Investigators 100% 12K 40 $36,000

Publisher 25% 25K 10 $ 6,250 [I
Reporter 100% 12K 40 $12,000
Photogr apher 25% 18K 10 $ 4,500
Circulations Expert 25% 16K 10 $ 4,000
Bureau Chief 100% 24K 40 $22,000
Speakers 100% 20K 40 $20,000
Total $478,250

-
.}“
. A-l6a
f
. .
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B. PARTICIPANT COSTS ; *
. HALTEAN] NOT APPLICABLE
Classroom Training Services to Participants

PARTICIPANT ALLOWANCES

P .
TRAINING VUMBER OF >
) NCTLPATION - | participavts|  RATE TME T
2ASIC ’
; JEPENDLNTS
L CENTIVE
' TOTAL PARTICIPANT ALLOWANCES 5 o

L3

PART ICIPANT WAGES
noTk Exper:ience

A
TRAINING rf'QMBER COF
OCTUPATION PARTICIPANTS RATE TIME AMOUNT
. TOTAL PARTICIPANT WAGES §
PARTICIPANT NGE BENEFITS
Classroom Training
work Experience Services
WORKERS' COMPENSATION 1 x$
(ALL Participants)
F 1.C.A. Y x§
(Participants Receiving Wages)
OTHER (SHOW CALCULATIONS) . '
=
. TOTAL PARTICIPANT FRINGE BENEFITS| §
X A-17
[
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" LC. MISCELLANEQUS PROJECT COSTS

TRAVEL
18,000 Miles per Month x18 ¢ per mule x12, Months $38,880
Other Travel Costs (ATTACH JUSTXFXCATIO.N)J' 2,400
[ Air Travel (within Califor ) N
COMMUNICATIONS .
Telephone . 12,000
Postage Sending an average of 20,000 43,200
N pieces of mail monthly - .
EQUIPMENT
y Purchase  See Attachéd 19,035
Lease/Rental See Attached /" 80,000
Use Charges 1Inkind 2
SUPPLIES
$750,00 X 12 Moaths 9,000
%.E\T .
$4,000 x _12 Months 48,000°
UTILITIES ,
S N/a_ x Months a
CUSTODIAL
$_ nN/a : x Months g
INSURANCE AND BONDING COSTS . B 2.250
OTHER COSTS (SEE INSTRUCTIONS) 18,000
TOTAL MISCELLANEOUS
. PROJECT COSTS $272,765
N ‘
(Add A, B, C) GRAND TOTAL PROJECT COSTS $786,899
! A-18

)
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. Mistellaneous Project Cost

Quantity

Purchase It

Other Costs

Iten

ems

Typewriters $1,200.00
Calculators $ 150.00
Executive Desks $ 300,00
Cardenza $ 175.00
Chairs $ 155.00
Secretary Desks

With Returns $ 275.00
Chairs $ 60.00
Visitor Seats $ 40.00
File Cabinets $ 125.00
Misc. Tables $ 150.00
Movie Screen $ 250.00
Set video Equipment $1,500.00
Desks $ 210.00
Chairs $ 95.00
Misc. Officeé
Components N

Purchase Total

CompOter Lease/Purchase
(Hardware & Software Included)

$6,000.00
$ 600,00
$1,200.00
$ 525.00
$ 465.00

$ 1375.00
$ 360.00
$ 400.00
$1,250.00
$ 450.00
$ 250.00
$1,500.00
$2,520.00
$1,140.00

$1,000.00

$19,035.00
$80,000.00

Space Requirements -~ 4,000 sg. feet @ $1,00

N

Magazine & Rewsletter $1,500 per mo. $1,800.00

purchasing codts
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Mr. Hawkins. Finally, the last witness, Mr. Robex:t Clark, Nor-

. throp Corp, representing the Los Angeles County Private Industry
s Council. .

Mr Clark, knbwing of your great experienc

certainly look forward to your contribution to thi

STATEMENT OF ROBERT CLARK, NORTH
ANGELES COUNTY PRIVATE ‘I?US Y- COUNCIL

Mr. Crark. Thank you, Mr. Chairm fast shall not be least.

I do represent today Admiral Horrf, tHe chairman of the Los
Angeles County Private Industry Council. ] am Robert Clark of the
Northrop Corp I represent our president as the metro director of
the National Alliance of Business, and I serve for him on both the
Los Angeles City and County Private Industry Councils. On both
tho#e councils, I am chairman of the Employment Gengrating Com-
mittee. - ‘ -, )

I"must say it has been » very instructive 2 years, Congressmen;
and in the meeting I had with you that day with Larry Cooper, I
have come to appreciate your dedication to this very serious prob-
lem of employment and training for the disadvantaged people in
our country. /

I would also say to Congressman Washington and Congressman
Peyser, having been born 1n Evanston and partly raised in Larch-
mont, welcome to God’s country

Mr. WasHINGTON Return to God’s country.

Mr. Crark, The Private Industry Councils, as well as the Volun-
tary Busineds Organization and the National Alliance of Business,
deal with disedvantaged people. The PICS, the Private Industry
Councils, are the conduit under title VII of CETA through which
Federal funds are flowing for employment and training programs

. for disadvantaged, people. I would have to say that title VII is
certainly still in 1ts infancy, although it has been in force for a
couple of years, at least judging by the amount of money we have
to do our job We looked at CETA as we came into this picture,
being rather strange to it. I believe that our impression is that

' CETA did a lot of good and still does a lot of good.

The people involved in CETA have tried to focus on training for
where the jobs are, and the people involved, certainly the commu-
nity-based organizations in this community, have a perception of
the needs and a peroeption of the people that have the needs. We
feel that the CBO’s i(:&his country are a very vital resource in this
whole scheme of things Within the PIC itself, we are a group of
business people, community-based organization representatives,
labor representatives, educators, and one or two client representa-
tives. We are trying to figure out what business can bring to this
particular process that isn’t already there. About all we found that
we can do 1s to bend the system wherever we can to the reality of
the work In other words, where the jobs are, let's find the train-
ing, let’s do the training. It hasn’t been all that easy, because in
spite of very formidable statistics from the State Employment De-
veldpment Department, when it comes to your own community and
a training program that is going to run 3 months, 6 months,
something of that sort, you -are not sure what you are doing. We
have leaned very heavily here on the community-based organiza-
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tions and our success in training disadvantaged people for entry
level jobs is really proportional to the quality.of the CBO.

One of the things we would like to do here, when you consider

./ that there have been approximately 310 different organizations in g
this community that have received training contracts, is to see a :
quality control study develop that highlights as good a job as
Urban League and TELACU. When you work wigh the CBO'’s and H
let them handle the client intake and let them hamdle the absolute-
ly vital aspect of attitudinal training, as Mr. Feltenberg mentioned,
we find that placement of people is good. When you work with an
organization that isn’t paying attention to what it is doing, that
does not know how to set up a curricula, that does not know how to
hire an instructor, that really is not paying attention to the job
market, then you have terrible failures. I must say it is a great
shock to us to find even now that we have some programs with a
50-percent dropout rate in the first 3 months. We have to stop this.

It is these gorts of experiences that are not the fault of any one
individual. ?owouldn’t even say they are the fault of the system. It

is an inattention, perhaps, to a very complex system. What we

want to do in our Private Industry Council here is to look at theg

reality of where the jobs are, look at the realities of what we get
for our money, pay attention to the people we are dealing with and
their real needs, and make this money do its job. We hope that the
words we hear from Washington, that the involvement of the busi-
ness community is deemed to be a good thing, . and that more
money will flow through these particular channels, that that will,
in fact, happen, because we think we are getting our feet on the
ground now. )

As a footnote before I mention our proposed long-range planning
goals, T would like to mention, Congressman, that the EDD figures
on page 17 of their report that you discussed earlier are familiar to
me. I was under the impression that either President Kolberg of
NAB or-someone from the Department of Labor had presented to

- Congress about a month ago the story of what happened to the
330,000 PSE people laid off. My recollection is that the number was
64 percent instead of 75 having gone into something else about a
month ago, but I very clearly remember that of that only 25
percent had moved into private industry. The others were in re-
training or in other unsubsidized Government employment or had
gone to school or something of<that sort. Of the 330,000, with 65
percent accounted for and only 25 percent of those having gone
into private industry, from our point of view CETA, title VI, was
an absolute failure. They lost sight of the fact that those people
that were placed in jobs should have had additional training so
that when they came out they could do something. That is my
recollection of those numbers.

Within the county PIC, I have been asked to read to you the
proposed long-range planning goals for the public-private partner-
ship in employment and training of disadvantaged“people. I will
give this to the reporter so he will have it. I will read it exactly.

Item A: Efforts should be geared to 5-year planning and training
should be for private sector jobs that will exist and be in demand
within that time frame. This time period, that is 5 years, is selected

-
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134 ,
because most private sector employers utilize that period for their
planning.

Item B: Responsibility for employment and training programs
should be placed with the private sector, particularly programs
which are income generatmg, self-supporting, or performed by the
private sector.

Item C: Create a better system of job projections to avoid over- or .
undertraining situatigns. )
collective bargaining agreements to include .
raining programs.

Item E: Introduce and strengthen private sector input to schools
to (a) determine where the greatest frequency of dropouts occur; (b)
assess the needs of the students as they meadstheir employment
goals, (c) develop and match currlculum to aid students in meeting
those goals.
Item F: Link employment and trammg to local development
¢  -activities. .

Item G: Place people in_meaningful jobs of upward mobility
rather than on unemployment and welfare rolls.

Item H: Develop better understanding of the hardcore unem-
ployed and reaffirm service to the truly needy as the responsibility
of the PIC.

Thank you, Mr. Chairman.

Mr. Hawkins. Thank you, Mr. Clark.

Let me begin with you, Mr. Clark, if I may, because I agree
basically with the specific criteria that you enumerated at the
concluding part of your presentation. I suppose the most difficult
thing for us to understand, for this committee to grasp is agreeing
basically what you indicate. How do we go about implementing it?

For example, I don’t think there is any reluctance on the part of
the members of this committee, or certainly it has not been true in
the past, of placing responsibility for training programs in the .
private sector, but how dp we do that? How do we go about doing
lt‘) -

At least there is great lip service for domg7thls, but in what way
do we encourage the private sector to undertake this? In going
across the broad spectrum of views expressed by the witnesses,
including the various classes of individuals who find themselves
unemployed in the economy, whether they are disadvantaged,
whether they are individuals who are laid off and who need re-
training, or whether they are individuals who are reasonably
skilled but who still find it difficult to go from one occupation
another—just where do we begin with the private sector to
them the responsibility for training programs and to provide the
incentives for doing it? We have tried different schemes. I don’t
think anyone is necessarily making a strong case for CETA. We
understand its weaknesses. It certainly is not going to solve all of
the problems, but it has dealf,with a limited aspect of the problem.
We recognize that it has to g#'beyond that particular point. No one
is trying, I think, to impose on the private sector that they have to
be responsible for taking the very hard to train individuals and
make that your responsihility. That isvone of the reasons, I sup-
pose, CETA developed in thefirst place, because we were 9ealing

v
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with a group of individuals that no one else seemed to want to deal
with—people with a great number of problems, and so forth.

Perhaps we did not go too far beyond that in trying to deal with
the other parts of the total problem. Perhaps we need a more
comprehensive agency to do the job, not only of the hard to emplo
but those who are laid off, those who need just simple retraining
and so forth, or even get to the group that was first referred to by
Mr. Vokal, those who are in an extremely difficult industry where
they need a lot of;intensive training and for which these individ-
uals on CETA, in entry level jobs, we would not want to impose on
that particular irrdustry to undertake the costs.

In other words, what I am saying is that we have been groping
for several years to get to the bottom line as to what it is that we
can do to provide the answer to this very difficult problem and we
have sought it in title VII We have tried to expand it. We have
made it—issued a challenge to the private sector. What is it that
we can do in terms of title VII or any other suggestion in order to
provide that which will do the job that yougsay should be done by
the private sector? % {S )

For some reason, we have never reached the point where we

could get that type of dialog which I think is certainly much
clearer today, listening to those of you who represent the private
sector. There is a willingness to do the job but apparently nobody
steps forward to give us the specifics as to what it is that we can
do. ’

Mr Crark. Well, Congressman, I think you deserve more credit
than you are taking Neither Lockheed nor Northrop build an
airplane that works right the first time. I think that perhaps you
were closejj to CETA as a father of it—sorry. [Laughter.]

Mr. VoraL. He told me Lockheed always did it right.

Mr Crark. Perhaps in your dedication to your task you become
closer to the problem and we have the advantage of coming into it
somewhat later and seeing the progress that you have made. It
seems to me that within the CETA legislation, certainly within
what I perceive to be the intent of what you are trying to do, you
are a long way toward a great success. Title VI or any other title of
CETA or any other element of a program can well be regarded as
an experiment that didn’t work for one reason or another. So you
abandon it happen to be in sympathy with the administration for
haying cut off title VI Demonstrably, statistically it was not doing
whatit should do, at least in our community when we tried to find

jobs for these people.

All right That did not work. Let us find something now that will
work; but you have a good base to work with. There are a lot of
kids and a lot of disadvantaged pegple who have jobs because of the
other titles of CETA and the years of experience that you have in
this. A couple of years ago while getting into this, I was inclined, as
people in the defense industry do, to peck away at the Government
a little bit and say you are too program oriented and not results
oriented Well, that was a little unfair at the time. Perhaps even
more so now, because you have a lot of results in CETA. Maybe
what you need to do 1s to turn around some of the people 1n the
Department of Labor so they will see what those results are, revise
the programs to enhance them.
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I do not think that we have problems with legislation a§ much as

we do with regulations, frankly. i

Mr. Hawkins. Let me say that we have not made a criticism as ¥

4 such of the adfinistration abandoning some of the programs, the.
ones they claim did not work. However, I think we were justified in
criticizing the elimination of programs without alternatives being
submitted. It is very difficult to go out and say to 300,000 people
who are on a program that, let us say, is faulty and say to them
that the program isn 't doing what it 1s supposed to do, therefore we
eliminate it and then you offer nothing in its place. As bad as it
was, the placement record was much bgtter than what has hap-
pened since 1t was eliminated We estimated in the study that you
referred to that the placement rate since elimination of the titles—
. of title II-D and title VI—has been only about 18 percent. Despite
claims made otherwise, it gets down to a very low percentage. We
have had testimony today from the State agency responsible for
compiling the information that the largest percentage of individ-
uals who were eliminated from these prpograms had gone on unem-
ployment insurance I think all of us will concede, as taxpayers, as
private sector people, and 1n other capacities, that certainly unem-
ployment insurance is not a productive occupation of any kind. We
are paying people fogdoing nothing, which is not quite as good as

the old CETA record that we criticize as being flawed .

My point is that it would seem to me that bef‘abollshmg

~ programs that are doing a little good for the mone at we put
¥ into them, that we would try to work out alternatives for these
individuals who now are looking for welfare and unemployment
insurance which I don't think. we can possibly defend those pro-
grams.
Mr Crarxk [ think you certainly have a valid criticism and
congern there Not being that familiar with the reguldtions or the
legislation, it would certainly have seemed that ﬁrq@:as permit-

ting, there should have been a consequent retrainingl program, let

us say, for those people that were not yet ready for jobg elsewhere

Perhaps in terms of what the gentleman was saying about the laid

off auto workers in his community, if there is still a gap in the

regulations, the CETA regulations, permitting funds to'be used for

retraining under these circumstances, that 1s one element that
+ ought to'be changed.

Mr Hawkins. I think Mr. Vokal indicated $mething clbser to
the “old MDTA as being much more desirable than the CETA
concept Well, if we had been, let us say, assured by the adminis-
tration that we should go back to some of those concepts and put
them into a program prior to the timfe that we eliminated one, *
then I think that we could have worked from that foundation and
perhaps with passing time, another yéar, we could haye had an-
other type of program in place that ®uld have picked up these
individuals that were being eliminated altogether.

Now I take it somewhat personally, perhaps representing a dis-
trict where many of these individuals, I think, are just going to
contribute to crime statistics, unfortunately They represent family
heads who are left without any particular thing to do except to
think in terms of “I am not going to let my family starve, so I am

. going to go out and take 1t ' That, I don’t think even on a tempo-
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rary basis, contrifutes anything constructive at afl I get back to
the point that I afp making: I do not see us in the process now ¢
least of having the\dialog to put together a program to rep'c : th-
other; and I think that everyone agrees that sume type ui & trusi.-
ing program is needed. I think you have given us some wenger:.!
criteria on which“to build on. I would hope that somehow cut of
these hearings, that we can begin to work with some of you on
trying to get that type of a program put together and to c.nvince
the ‘administration to look seriously in that direction

Mr VokaL. Congressman Hawkins, I agree with the gentletman
at the end of the table here from Northrop that CETA has .ot all
been bad. The thing is that we have noticed on the natiuna! ieve.,
with the National Tooling & Machining Association, a deteriora-
tion in the program. Going baek to 1964, when we became involved
with thé CETA programing, we had 85-percent retentiun. Tnes: ajl
of a sudden the social aspects and those who needed eccnomic Lieip,
things changed; and the rope became tighter and tighter. All of a
sudden,, the retention becomes 62 pércent of the last group of
classes that we had last year. I do not think there is & panacea 10
solve all of this, but I think it is a matter which involves education
We have to %tart there. We have to properly educate the next
group of young peole. We have to solve the problems that a« Lave
We have to get the American people, the kids, get eterybody
saying, “Hey, let’s not sit back, let’s dg something.”

It’s a great problem. We are going to have to come up w:th a
master program. I think by tax incentives. that 1s going te a¢lp
some of this. That program ought to be for those people who neea
it and not a general statement so we can find loophole~ T know
that statement is a terrific statement if it can be done, but we nced
to come up with something that says, OK, there 1s an induat.y,
there is a need. All right?

So we Bay there are 250,000 to 300,000 people that are needed in
the skilled marketplace for this one little industry that haprens '«
be the backbone of our industrial might. There 1s 300.000. How do
we get to those? You have to take each segment as it comes I
cannot give you an answer. I do not think anybody in this rovm |
can give you &h answer. I hope to God from all of these nearing - -
and I give you credit—that you put it down and maybe there will
be a pattern. I think maybe that is the best you can come up with

Mr. HAwkiIns. Mr. Washington?

Mr, WasHINGTON. Thank you, Mr. Chairman. '

I don’t think you will find a good deal of disagreement that
perhaps private industry should have a greater degree of control
over the training of future employees, b¥t my feeling from you
‘gentlemen is that what you are asking for is sort of a carte blanche
to do ghe whole job, funded by Federal or governmental dollars. I
hear ro mention of standards I am conderned about the cavalier-
ish rejection or objection to testing devices.

The word “quota” was thrown in as something very bad. [ don't
quite get the context, Mr. Kiddoo, in which you used it You want
no regulations I am concerned about that I am concerned about
affirmative action, for example. Your whole temper and tone seems
to move toward the structuring of an elitist concept with govern-
ment ney weaning out certain unnamed standards. certain
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people which 1n_your wisdom you feel you can train for this. Th1s
bothers me .

Mr VoxaL Funny, I didn’t hear all of that.

Mr WasHInGTON Maybe it was overtones

Mr. VokaL I made the comment myself in my presentation I
would love to sit down and discuss this in detail with you, Con-
gressman But we do not want a panacea For example, this legisla-
tion that was presented by Mr Bailey suggests a 50 percent tax
credit for year one, a 30 percent tax credit,for year two That is not
asking for the whole thing It is saying thke ‘some of these funds
and reallocate 1t. All we have 1s money to work with All we have

people to work with. All we are saying 1s we feel that in ¢his

lmle segment, maybe this would b€ a good way to go Maybe 1t
should only be partial 1 sad dlstmctly that we should clearly
define those people that need and don't make it so loose as it has
been before That 1s an easy statement for me to say, but that 1s
where the problem comes Everybody finds a loophole 1 remer;lﬁsse
an incident at the Small Business Administration a number /of
years ago—| won't mention the gentleman's name—he was with a
local group here and became high up in the administration, the
Small Business Administration One day I walked 1n and sat down
with him He's with a big law firm 1n Washington at the moment.

I said. “What's the matter””

He said, "Well, I had 37 million worth of bad small business go
down the tubes "

I sad, - Well that 1s not a lot of money "’

He said, "Out of 335 million”” He said, “I feel pretty bad.” He
said. "You know what the problem 1s” We did not reach a level of

“ommunication before we started” He said, “They found sdme

He said.\ [ have 37 million Another 310 million of that with small
minorities,” he said, "1s going to go down the tubes, too.”
He said..”"We have not done our job "

I think you could point a finger at anybody and say this. You
know. this 1s what happens.

Mr Kippoo May | make a comment here” What I said about
CETA. I don’t want to do away with 1t Isaid 1t 1s seriously flawed.
[ agree with Bob Cldrk here, 1t's a good foundation program. I
think we did better under the old MDTA I think private industry
played a larger role We are very cognizant of equal employmeént
opportunity We supgort it "We are going to continue to support it.
But I think you have to make up your mind on these programs.
That is what | tried to point out On education programs, jobs,
what is your goal” Don't mix up your goals Business doesn't try to
mix up goals When we have a goal, 1t’s pretty distihct and we
work toward that goal We don't say this 1s our goal and add a
whole bunch of junk onto the thing that just will not_fly. It won’t
fly We have to tweak 1t a little bit

I think maybe that 1s what you need to do with the system I
agree with Bob here Maybe you need to tweak your airplane to
make it work better Maybe you need to get a lot of the bureaucra-
cy out of 1t I do think there 1s a morass of it You Have to have
some level that will set standards I think with the Private Indus-
try Council, it has been very successful here in the city and county

loopholek'j they didn't distinctly know what 1t was Here we are "
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of Los Angeles Maybe carry that toncept a little bit forward and
maybe you could develop it into regional councils which, in turn,
could develop proposals for their specific area for certain kinds of
training Spell out where the people are available. Where would we
get the people. Set up the standards

As I said in my own presentation here, get some nonpolitical
agency—and by that not the Department of Labor, but somebody
like GAO or the IRS—somebody that will be strict to see how
effectively and efficiently you are running the program.

We are not asking for a handout or anything else, but we are
trying to assure that the tax dollars that you and I and everybody
else provides are best spent and are spent for a known goal.

Mr WasHINGTON | am not fighting that. Perhaps there should
be movement in your direction. I am concerned about the people
who understand the standards, which I have garnered from read-
ing your submissions, will be left out. Perhaps Mr. Feltenberg
would want to commentbn that. .

Mr FELTENBERG. It is very important, of course, for the small
businesses to be included in any planning that concerns training
because of our need to have skilled labor. If we are not able to
make access to skilled labor pools, it is tertainly going to be devas-
tating for us I think, though, that there are certain notable suc~
cesses 1n the CETA program that can be pointed out. I heard the
gentleman on the end talk about reducing that retention level. I
know a program—in fact, our own program has the 67 percent
That is just this past year. Eighty-five percent placement level. |
think it is important to look at the CBO'’s and the businesses 1n the
business of training for skills for tomorrow's technologies and not
Just let it be completely in the hands of large industry.

Mr Crark Congressman Washington, lest I left you a little too
solidly with the impression that the business community wants to
run things with no regulation, I referred in the beginning that the
PIC is a public-private partnership and our composition is other
than the business community As you well know, under the legisla-
tion and regulations, whatever we do is subject to concurrence
and/or approval by the prime sponsor. As a matter of fact, legally
the prime sponsor is responsible for the title VII funds.

Let me tell you what we find in Los Angeles City. It takes
about—if we are lucky—2 months to get a training contract
through the system. It is a simple contract, but it 1s a city mecha-
nism This is not the only thing that the chief administrative
officer has to look at. It is not the only thing that the contracts
department has to look at. It is not the only thing the Grants
Committee has to look at in public hearings. It is not the only
thing the 15 city councilmen have to vote on. Yet all those ele-
ments get involved in every single training contract. It's a real
pain in the neck. . .

What we hope to accomplish 1s to go to the city and Department
of Labor with our annual plan for joint approval, which we do
anyway, and put in’that plan the money we are going to spend and
the general nature of the training programs that we are going to
move into These programs, as | mentioned earlier, in our commu-
nity are carried on by community-based organizations such as that
of the gentleman next to me

)
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I tell you, we are going to have a real fight belore the city will
let us put in that plan the approval to spend the money without
coming back to them for each individual contractor [ say this
under the conditions where city staff are PIC staff and we are not
removed from the system We simply have to get out of the wheels.
These things really hold us up That is why last year the city gave
back 670 percent of the funds. We are trying to do better this year,
but we are not going to spend 10 percent of the funds We just
cannot beat the mechanism So when I say business would like to
have more responsibility, I say 1t in that context.

When [ said business, I should have said PIC, because it includes
other elements of the community But that mechanism 1s difficult
to work with.

Mr Hawkins If Mr Washington would yield, I think, Mr Clark,
you have indicated a serious problem that we have been concerngd
with for a long time—the difficulties of dealing with the lotal
prime sponsor and how to circumvent this It 1s pretty obvious that
if you go through the exercise that you go through that you would

"7s00n become discouraged I am surprised that you'even continue ~

However, as you well know, under the old MDTA concept, you
dealt direstly with Washmgton [ guess it was during the Nixon
admmlst;'?S\on that the program was decentralized and now under
the new concept, local primes are-the ones who determine the
shape of the program I am wondering how it 1s in the concept of
returning control to local governments How can we~crcumvent
some of the problems that you speak about having to go through a
aty council, the city of Los Angeles for example, Where you have
to try to satisfy a majority of 15 councilmen You indicate that you
even go down to the level of having to get approval on individual
programs [ don't see how you?could possibly operate under those
conditions -

Mr Crark The caty staff that serves us has been operating
under those conditions for other titles for all their lives, so merely
bringing in the complication of title VII didn't really bother them
They are the ones serving it It has obviously bothered us We
recognize the need for involveme#t with the political elements of
the community That 1s a realxt)’We would like to streamline this
system without relieving them of any overview or responsibility or
their political leanings, 1f you will

The mechanism can be changed by changing the regulations to
permit the annual plan, for example, to have attached to 1t an
ultimate authority to the Private Industry Council to spend the
moneys that have been approved in the plan

Mr Hawkins. Well, this committee will certainly give a review
to those regulations along the lines of trying to meet the problem
that you speak of. This isn't the first time 1 have heard this
criticism, but“it is a very valid one I am surprised that you don't
operate with your own staff as an incorporated group rather than
leaning on even the city staff £

Mr CrLark This has been a function of gme The staff has been
in place 3 weeks It took a long time for that incorporation to go
through the city The county has a little dfferent relationship,
functions a little differently, but the time element is still there to
get a contract through
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Mr. Hawkins, Mr. Weiss? N Q

Mr. Weiss. Mr. Chairman, just on that last point, Mr. Clar¥, that
is really local option, though, is it not” It's not the Federal Govern-
ment or its regulations which imposed those requirements or re-
strictions on you? )

Mr Crark. It depends upon how you look at it. The prime
sponsor can do what he wants. If he wants to review a contract, he
can review a contract We do not have the option of saying no, you
are not going to review that contract. If the system were so estab-
lished that the annual plan not only said what we are going to do
but had a few more spetffics in 1t about how we were going to
spend the funds/and at the end authorizes us to spend the funds,
then we can run these contracts through without having to go
through the whole political system.

Mr Weiss I must tell you that New York, which does not always
hayve the simplest method of operation, either, has managed to
avéid this trap. - - T -

Mr Crark Because the prime sponsor gave it to them. It didn't
. .give 1t to us.

Mr Weiss That is right But that 1s precisely my point. This is
not a matter where the Federal Government or the legislation
itself or the Department of Labor has imposed any of these restric-
tions or onerous regulations on you. You have a problem that
exists locally It is very difficult, it seems to me, for Congress to
turn around and say to the local sponsors, “You shall not." It
seems to me that if, in fact, the work that you are doing is worth-
while—and obviously the prime sponsor thinks that 1t lsy(y
wouldn’t have you involved in it—then you ought to be abl
work out an arrangement with them which doesn’t, because of
their own restrictions, make 1t impossible for you to do your job.

Mr Crark It is still a matter of whether you have an adversar-
1al relationship with your local government. It is entirely possible
to have it If the regulations permit that sort of thing to carry on
to the point where you cannot get anything done, there is nothing
the business community can do about it.

All I am suggesting is that if the regulations make 1t clir that
the involvement of ihe political community 1s not watered, but
certainly in the matter of detailed review its authorities are limit-
ed, then the business community can function.

Mr Weiss Again I say I am not that familiar with California or
Los Angeles I find 1t very hard to understand any locality which
has a very serious unemployment problem where you finally
manage, through Federal legislation, with goodwill 1nvolved 1n the
business community, to get a partnership operation going, then to
turn around. to cut off the very possibility of that operation suc-
ceeding because of this adversarial relationship If you have the
adversarial relationship, then why bother to begin with?

Mr Crark The adversarial relationship could happen in any
community It happened in this commumty I would say for a
variety of reasons and perhaps tied to the nature of the process
here and the numbers of people involved. It 1s difficult to run a cit
with 15 councilmen if some of the things you want to do don't
exactly fit with the pattern that they have had before Again the
point I am trying to make 1s that even if you do not have an
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adversarial relationship, if' you leave it up to one party to work
efficientlyf at the sufferance of the others, you do not have a very
good partnership. It is that particular point I am trying to make.
The only way we will improve the efficiency of our operation here
is at the sufferance of the prime sponsor. The prime sponsor has
departments whose job it is to review contracts, go over clauses,
{nd they are not going to give it up.

\Mr. WEiss. [ am not sure about that. The other side of it, follow-
ing logically to what you are suggesting may be the answer If the
Federal Government 1s not going to impose its will on this kind of
local government-business initiative, and if the prime sponsor,
which is the local government, is not going to have any kind of
oversight regulation, then indeed what happens, and in one in-
stance perhaps it may be fine but someplace else it may not be. ~
There is a private settor operation and they have a blank check.
Someplace along the line, unless you want to have a repeat of
horror stories with the private sector being on the receiving end of
waste, fraud, and abuse, you have to have some kind of responsibil-
ity 1n some level of government there 1s taxpayers' money that
involved. ’

What we thought we did was, in fact, allow for the partnership
to exist at the local level, but you are quite right. If one party to
that partnership says no, | am going to make your life impossible,
that is not a partnership.

Mr Crark Well, perhaps you still don’t get my point. I am not
saying that a contract 1s going to be negotiated by private industry
or that taxpayers’ money is going to be spent without proper
review | am saying the Private Industry Council if they can get
together with the prime sponsor and the labor representatives at
the beginning of the year and approve a program that has funds
tied to 1t, when you start to get Into a contractual relationship then
with the training organization, it is still the prime sponsor’s con-
tract operation that is going to be sitting in there doing the negoti-
ating, because they have the skill, but you are not going to have
the words picked over at the political level in a process that takes
months. <

Mr Weiss That is right, that doesn't have to be. I follow and I
agree with you wholeheartedly

Mr Crark That we would like to see You see, it could also put
an end to what happens in our city. And | don’t want to wash our
dirty linen any more thar® necessary. But if you look at the min-
utes of what happens when the CETA programs come before our
city council for approval, you will find those programs that have
been negotiated and established ard are ready for signing and final
approval are subject to last minute funding changes based on the
personal desires of the individual councilmen. They are changed
right then and there at the.council table. I think Congressman
Hawkins is right It 1s a little tough to swallow some of this.

Mr. WEIss As a former member of the City Council of New York,
I should tell you I don't think council members ought to have their
hands in that situation They don’t belong there. Indeed, they, it
seems to me, ought to be put into the position of having to make
the choice. do you, in fact, want an effective partnership situation
wi‘th Federal moneys un’derwrl(i‘ng this program or don't you”
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Again it seems to me that you have a great deal of leverage in the
situation. You are, in essence, the only game left in town.

Mr. CLark. We are the only game left in town, but it is a little
aggravating after awhile to be the guy that always invites the odd
fellow to lunch.

Mr. Weiss. I appreciate that.

Let me, if I may—Mr. Chairman, with your indulgence—touch
on another area.

Mr. Kiddoo, you mentioned in your testimony that close to 3800
million is spent annually in California on vocational training
What does that statistic mean? What programs are included in
that $800 million? :

Mr. Kippoo Actually it is 3 figure Goverdor Brown quoted. We
had a Governor’s task force, which was primarily in the field of
electronics. 1 took that from his statement. He used that in a
meeting that we are spending $800 million. That incidentally was
about 1% or 2 years ag8.

Mr. Werss. The reason I ask—I understand he is going to be here
tomorrow—I am ‘concerned, as I indicated in earlier questioning,
about the lack of evaluation of the vocational education programs,
the lack of coordination between the various departments of Gov-
ernment. I mean simply because we spend $800 million, I agree
with you that doesn’t mean that we are necessarily getting a
nickel’s'worth of benefit out of it.

Mr. Kippoo. That is right.

Mr. Wess. I would like to think that perhaps the business com-
munity, which you represent so effectiyely, would want to get 1nto
that situation to see whether, in fact, that program makes any
sense or whether—if it does, it is receiving proper evaluation and
monitoring.

Mr Kippoo. Congressman, I think as you witness the last 2 or 3
years, the business community is becoming increasingly active in
the field of public education and the whole way the job market
works and so on. As I mentioned, one of our most powerful groups
in the State is the California, Roundtable which consists of the

CEO’s of our major concerns here, like Lockheed, Northrop, and so -

on They have established a task force. They are. digging into 1t.
They are having studies conducted, and so on. The American Elec-
tronics Association, of which Whead their IR committee, hired a
full-time staff member We have established a blue ribbon commut-
tee to look into not only technician training but engineering train-
ing I think the interest has been shown in the private industry
councils here in which we participate along with Bob and others,
and Berg Fragner, for example, from TRW We are exceedingly
interested in becoming increasingly involved. You are quite right
We have a big stake in this. We have a big stake on whether or not
we are going to get the people to do the work that we have. So 1it's
a very selfish interest.

Mr Weiss Let me finally lead in from that comment to you, Mr
Vokal, because I am not sure if I understand your thrust and that
of Mr. Kiddoo. Perhaps I am unfairly, in my own mind, character-
izing your approach because I do not understand it. When you say,
Mr. Vokal, that you do not want loopholes, you want only those
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people whu newd 1t to benefit from these programs, you are talking,
oa I understand 1t. about the' industries; is that right? .
Yir Voxar Correct

1 Viiss My concern is that that may be fine as far as the
Diiva . - “ur o~ fo1 as industry is concerned, but at our side of
the *.0.  < ¢rovernment level, our concern can't only be whether
widustre - cetting sufficient numbers of workers. We have to be
¢ mee .1 aal ] ask the question of you—about the individuals
#ho U hase Jobs, regardless of the needs of industry. How

Cove b, . eds of the heads of families, our young people? What
e »o= do oo themn” It secns 10 me your approach leaves them but

1

Lo 1anon totally
vl You have to remember that I am talking about a .
na.nt | twuitnk and machinng association that is made up of ?
Smit'+ ¢ rartsmen | am sayang that one segment of the country
daut- 1.« a terrible skilled tabor and we should listen and look at
he.r probiems., also
. [ anree PeopAe nced jobs. | do not come here with 4 panacea to
- "w tlus I came here with a small segment of the problem. I am
not swr1ny what I say should be applied to everything. We have to
ha.« jubs for these people 1 am saying that with the possible
st L, u‘ tahing tbe pot and shaking that pot up and letting those
o ole have the opportunity to seek their level and then help them
'udxub"d dun't force the unes that really have it to do mediocre
tnir - v hep they can reach u better aptitude or higher altitude in -
treir ife That is what [ am trying to get across.
Mro Weiss This matter of attitude is not only the attitude of
' vt ntial emplovees It 1s the attitude of business and industry
o't thot ~umetimes 1s a problem In the course of this subcommit-
tio - hearings [ast year, we went to Minneapohs and we visited the
plarss run by the Colgate Corp there Without the benefit of
'+ .ornment avsistance at the time, they built a plant deliberately
irothe area of greatest ecunomic deprivation and have trained from
tue <round up peuple whu do the simplest and the most complicat-
vd ou.h tmaginuble Everything from designing and making, man-
uf. turig the equipment itself to the wiring, the most technical
koad of dloceronie waring involved. If you looked at that community
without the benefit of their experience, you would say we are not
BT ts find people «n this community who can do this kind of
“ul I think what you have to do perhaps in industry also is not
Ly m‘ndui Ly pdbt stereotypes, because perhaps the very people
+hm vy do not think can cut the mustard, given the proper
Sttitudes and wnotivation, on both sides, can, 1n fact, be trained to
do the mest difficult and complicated work
Ton' und die manufacturing I am sure is very difficult and com-
phoots i It 15n't all that complicated There are hundreds of thou-
| sahits of people who dn it
| Mr Vokar .agam trammng The thing is you have to remember
the nuhm. we are talking about, the average employer, has 18 or
‘ g ople They are exceedingly small. They are down to the roots
| .t " mt muat of these people came up through Most of them came
| up nruugh CETA programs We have files 1if you want to see how
| sucvessful CETA has been in some instances Those are very posi-
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tive. They are there. It is a small grouping of business people that
happen to be in a very critical industry. §

I hear what you are saying. I hear what you are saying loud und
clear. Again, I feel that we have to look at the overall progran.. I
fortunately directed this training center trust as one of the trust-es
for a number of years. We had a lot of Chicanos, a lot of blacks. We
had a cross section that you would not believe. I had an opémuni-
ty to interview about 15 of these young people who took the apui-
tude test, showed that they could work with cars, work with their
hands. They say, “Oh, here, maybe this is someone that could bLe
directed.” Maybe they only run a machine. I shouldn't say onl;.
Maybe they don’t have to be a toolmaker or machinist. Maybe
there is something down here they can do. It tore my heart cut 1o
talk to the Chicanos and blacks who had been reading in the
newspapers that there were skilled needs that this is a wonderful
trade where you can earn $35,000, $40,000. They wanted to get into
it. I couldn’t recommend sordte of them because they did not have
the background or the proper education. At that puint I was play-
ing God. I think anyone who interviews at times is playing Ged.

Mr. Weiss. Couldn’t you see the benefit of a prugram which in- --
fact would bring people in at entry level positions and provide. an
opportunity for further education and training un the job so that,
in fact, 2 years down the line they could qualify for a job you are

* . talking about?

Mr. VoraL. Sure. But this is a momentous problem We have to
start working at the schools, at the educational levels tc get these
people to want to learn to get the most out of theii Lives instead of
being oriented toward the food stamps and similer handeuts. Lots
of people need help. God love them, they need it There ar: some
there that are taking advantage. You and I know that It s 4 hard
problem. I cannot answer you or.anyone at that head table and say
this is what you should do. We have to work at it We have to chip
away at it and take the good and go on.

Mr. Wess. So long as industry looks at job training only as
something that will bénefit them, rather thar benefiting solicty as
a whole, we are going to be in a lot of trouble . N

Mr. VokaL. OK, but many of these people can raise themselves
up. And you -come up with tax incentives or incentives o help
industry. And later on they become paying citizens and they can
start to pay taxes and not be on welfare rolls. That is v.%.re we
wan}t to be. No one wants a handout. Everybody would iov- w0 4o to
work. :

Mr. WEiss. Thank you very much, Mr. Chairman. -

Mr. Hawxkins. Again, I would like to thank each and ewvery
member of the panel. You have been €xtremely helpful I want to
assure you of the continuing cooperation of this committee and

Rolicit your continuing contribution to the work of the commuttee |
think we have had enough dialog to understand each other « httle
bit better and certainly offer a standing invitatior. for your mput,
your views. “

We hope that we will continue to enjoy this samc friendly conp-
eration.

Thanks.

Mr. Vokat. Thank you




Mr. HAwkins. The final witness is Miss Birdell Moore, who has
been sittiny around all day. ~

. STATEMENT OF BIRDELL MOORE

Mrs. Moore | am Birdell Moore. I am from the community. You
know, [ am from the people and I represent the people, volunteer-
ing, because I am not able to hold a job. In the first place, it is
discrimination, it is what got the country in its place. He is sitting
upthere talking about Mexicans and blacks-and they don't hire
them 1f they are qualified, especially the blacks. It is totally dis-
crimination for jobs for our young people in the black community.

We send them to jobs They are well trained. They are turned
down on everything you can think of other than saying we don't
want you because your skin is black. '

. And I know and I have sent them to jobs and they are U.S.
citizens, born in this country, and everything else. They are asking
them can they speak another country’s language to get a job. Then
you can send them out to jobs, they wi]l find every other excuse
they can find to turn them down. Then you go there. He was
talking about scientists I got a nephew who was majoring jn
science and he got the highest honor in the Navy cadet that you
can get He was in the highest office. He has not been able to get a

"job He has not been able to get a scholarship to continue his
education Every time, they want his mama to support him. He's
23 years old, and she got both legs off. Her husband is dead, and
she got a child, a smaller girl to take care of, and nothing

Now these are the kind of things that they are doing to our black
kids. And we have in Jordan High School a good training program

*ieaching the children, the young people how to work in business

and in stores, in different things of this sort, but they want to cut
) that program off where they are training those kids, and that is

the way it is all over '

Talking about the CETA program, the CETA program wasn't so
had, the only thing was, it didn't leave them enough time to really
Be trained That 1s the only thing that the CETA program needed
is enough time to be trained They are trying to reenlist the block
grants, which you had nothing to do with You fought like hell to
get the money But with the block grants, believe it or not, they
are trying to cut out every block grant program, administrative
program that they have in Los Angeles City. p

['went down to the block grant, sat there, listened, and every
person that came up there that had a black administrator, they
were finding every kind of fault that they could find to try to cut
them off, to recommend that they be cut off, and then you send
them and then the Watts Foundation, Westminster, and Ted Wat-
Rygs cannot employ all these people. That is the only place that
they can get a job Only maybe one did one here, and one got one
here. And you can lpok at television and you can see what they are
doing to that . -

*

than the blacks, almost equal to the whites, and you cdh see on
those pictures in all of those westerns, and everything else, they
p got everything in there but blacks Those are jobs.

//
1o

There 1s no other ethnic group that fought in any wgrs more,

~
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You.can look at everything that the State has, the United States
has, thé Government has—the local State has, and the city and the
county, all the people, who are administering the moneys and han-
dling it and saying who are qualified. None df~them are black.

Every representative what we have coming into the Watts Foun-
dation is somebody else. We know we have black people that could
fit into those jobs and represent us. Everybody can represent us but
ourselves Now those are the‘things thafis sickening. We are tired
of it, and talging about war and training, well, I agree only once
with the man'that said that we have nobody to fight, because all
thy people that they are giving the jobs to in these factories and
things are foreigners. Countries that we have had fights with, we
have helped them fight in theirsivil/wars in.their own country and
they are not going to fight against their own countrymen We
know it. But that is all they are hiring and that is all who.are
getting the jobs, and our people fought in every war, helped save
this country, helped preserve this country; but yet still we get
nothing : . .

We are tired. We are tired of be: ipped off Because I don’t
say all the young people are robbinQWealing and burglarizing
and committing crimes want jobs, bu iggest majority of them
do, If they had an opportunity. '

Now for me, I think 'thaf when he was talking about how he
turned them down, I went for a job for a baker. I am a baker. And
I had never run a bake shop, b® I did al! the work, and then |
asked the man for a job He asked me did I have any experience. |
told him to t e where I could get the experience without the
opportunity gnd I'would be the first person in line

And he hifed me, and I had to just quit because he would never
let me go. - .

Now that is what this young man was talking about. Did you

" give them a chance” They need a chance. They need an opportuni-

2

ty. But if the§”never get it, they won’t As long as they can, think
up something that they don’t have to say your skin is black of your
skin is brown, we don’t want you, they are going to do it. I think
the US™ Governgnent should demand that these human rights,
affirmative action %ans, be enforted; because that 1s the only way
that they are ever Boing to get enforced Well, when I fell flat on
my back at Santa Monica Hospital while I was taking nursing
training at that time and I was working there as a nurse, and I fell

“ flat on my back with g heart attack; and after I got up, I had two

within 3 weeks, and I was out of commissiom I couldn't work no
more, because I would begin to have blood clots. I couldn’t work.

So I asked about the social security, and different things. I'et the
big businessmen use the social security for investments. So I
wanted to know how much of it did they send back angd how much
was my sbcial security. They said that the social security was all in
one big sum and they couldn't tell one individual how much there
was, and then to the question that I asked about the dividends that
the big businessmen give back to the Government for the money

-they loan, and they said none

Now to let them continually use the taxpayers' money, €alk
about the welfare, people are not going to starve to death. They are
going to rob, they are going to steal, and it will be worse than the

' \
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time of Clyde Barrow and Bonnie Parker if these programs are cut_
off and the people are out of work and the ones that can’t get any
training and get paid while they are training, if they are not in
school.

Now that is my statement. .

Thank you.

Mr. Hawxkins. Thank you, Mss. goore. As usual, you have been
very active and very expressive in presenting your views. | wish to
congratulate you on the excellent job you are doing in the commu-
nity as an activist and a person who is always dedicated to the
things for which this committee is fighting.

Mrs. Moore. And I don’t get paid for it either. Thank you.

Mr Hawxins. Sometimes I think we don’t get paid very well,
either. Thank you.

The hearing will continue tomorrow morning at 9 o'clock in this
same room. ’ ‘

Mr. GreeN. Could I add a footnote to the panelists? .

Mr. Hawkind Be very brief, Dr. Green. We kept individuals past
commitments. ~

STATEMENT OF CHARLES GREEN

Mr. Green. I wish you would take into consideration when they
were talking about the private sector getting the funding and that
they were putting paept€™to work, that they have to come to an
.agreement with the unions that if this is done anywhere like this
that the unions will then begin t&.accept the people and go through
apprentjceships to _get into jobs. is._where we have that one
revolving door, that if you don't belo e union, you can’t do
the work. The job will not hire you. You don’t belong to the union.
That is the/one simple problem that has to be considered when you
consider all the rest. :

Thank you very much.

Mr. Hawkins. Thank you. That concludes the hearing for the
day Thank you .

[}{Nhereupon, at 1.50 p.m., the subcommittee was recessed.]

[Material submitted for inclusion in the record follows.]

PrepareDp TesTIMONY ofF MELINDA Birp, WESTERN CENTER oN Law anD PoverTy, |,
Los ANGELES, CALIF

My name is Melinda Bird I am an attorney with the Western Center on Law and
Poverty and am aking half of unemployed persons whom I represented
Some of these ind1 ave been displaced from their jobs by plant closings and
by county health service cutbacks, others are welfare tecipients who have unsuc-
cessfully sought work and CETA participants affected by the reduction 1n federal
Job training programs For these and many other Americans without jobs, recent

,chlanﬁges in federal policy pose difficult contradictions which can and must be re
soly; .
1 one hand, we face massive losses of existing Jobsk?om plant closings and
runaway shops, and from lay-offs caused by budget Lutbacké and service reductions
In Angeles alone, these two causes will result in the loss of over 3,000 jobs in a

@ e month period during the summer and fall of 1981 The Administration’s plan

reduce CETA job training programs has eliminated jobs for over 32,000 Public
Service employees 1n the State of California, whose placement rate ints unsubsi-
Hi2ed employment 1s as low as 20 percent, according to the Calhifornia Employment
Development Department (EDDi in ils testimony to this subcommittee Nationwide,
unemployment for youth and minorities is rising, 1n spite of.a small drop 1n
unemployment for adults and whites —(L A Times, July 3, 1981 )

Simultaneously. wages and working conditions are deteriorating for those with
jobs The US standard of hving has fallen to the point where we are now fifth in
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average income Inflation has so far outstripped wage Increases that the minimum
wage 1s almost 20 percent below poverty level for a family of four More and more
workers are ‘“‘underemployed”—forced to work part-time in low wage, high turn-
over Jobs 1n the fast food industry, or other similar positions 1n the secondary labor
market (USDOL, Monthly Laber Review February 1981 ) With over 70 percent of
all new jobs being crea in the service and retail sector, rather than in manufac-
turing or other high wage, high productivity industries, this tren appears on the
rise, with a further drop in income and productivity —USDOL, Employment and
* Earnings, March 1980 ) .

WHAT THE NEW ECONOMIC POLICIES PROMISE

On the other hand, tF.-e without jobs are assured that the Administration’s new
economic policies and reindustrialization strategy will create more Jobs in the
private sector through de-regulation, tax-incentives and reduced spending on social
welfare programs The shift 1s clearly from a situation in which the public sector
bears the burden of job development through CETA and similar programs, to
reliance on the private sector to meet the employment needs of minorities, women,
youth and displaced workers ‘

This approach 1s apparently strenghtened by predictions of massive labor short-
ages in the 1980's, by many businessmen and economists See, testimony of Donald
P Vokal, National Tooling and Machinists Association. and testimony of Robert T
Bristow, and Robert Hotchkiss, Cal ED D, before this subcommittee In spite of
existing unemployment, this projected labor shortage has \nspired Administration
proposals to amend the Immigration Act to introduce at least 50,000 temporary or
guests workerm from other countries such as Mexico It 1s clear that this expanded
version of the existing ‘H-2" temporary worker program will not be himited to
agriculture, as 1s the case now, but will almost certainly be extended to other
industries -

How can"projections and promises be reconciled with the lay-offs, the low wages
and tremendous economic disclocation experienced by the ynemployed and the
working people of this country” It may be that the new policiés will not work, and
the promises will be false However, to the extent they syZcéed, 1t may be because
the government has, 1n this transition, “put the private séctor to work™ by insisting
on a quid pro quo for the tax concessions and other corporate welfare’" programs
on the Administration’s agenda The following four dlements should be included 1n
any government policy on employment

' National legislation concerning plant closings and runaway shops, including
notice requirements transfer provisions, severance pay, and retraining - '

2 Obtaiming concessions and commitments from busmess to hire and train dis-
placed unemployed and unskilled marginal workers, by using favgrable tax treat-
ment, industrial revenue bonds, public contracts, etc as leverage

3 Strong enforcement of protective labor laws

4 Availability of low-cost capital and other assistance to small community busi-
nesses with a capacity to create new jobs

PUTTING THE PRIVATE SECTOR TO WORK -

1 Plant closing legislation

In the last several years, leglsl\atlon has been introduced to the US Congress as
well as the Cahfornia legislature to ease the devastating economic ‘effects of an
unannounced plant closing or relocation These bills must be supported and
strengthened If the people are to experience the benefits of the promised economic
revitalization, 1ndustry must be induced to act responsibly 1n the use and removal of
its capital Without this regulation, productive resources are abandoned, the manu-
facturing sector 1s 1n danger of migrating to underdeveloped nations with a devas-
tating loss 1n the productive base of this country and communities are senselessly
destroyed through sudden losses of Jobs The Ford-Riegle National Employment
Priorities Act of 1479 Califormia Senate Bill 1494 and other similar legislation
would not restrict industry in taking positive steps to rebuild the economy and
would prevent these negative effects, which retard growth and development
2 Job leveraging . .

Historically, the private <ector has been reluctdnt to hire and train those most 1n
need of a Job—minonties women, youth and older workers displaced from previcus
employment by a closing or lavoff—as the lack of success of the CETA programs
testifies -The absence of strong private sector training initiatives is the real cause of
the socalled skilled labor shortage The result is Job stratification, as 1in Modesto,
Cahiforma, where plant closings have driven unemployment!to as high as 27% for
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semi-skilled cannery workers from other locations with consequent bousing short-
ages and other negative side effects The labor shortage in skilled jobs 1s the result
oflockmg people 1nto low wage dead-end jobs with no opportunity to gain new and
soctally needed skills )

In response, government can use its existing power and resources to lev erage
commitments and concessions from private industry to solve these these hring and
tratning bottlenecks without federal or state “welfare” programs In Modesto, the
leverage was tax exempt industrial revenue bonds, which will be available to new
companies which agree to give a hiring priority to local workers displaced from \
their jobs In New York, public works construction contracts are awarded to compa-
nies which hire CETA ehgible workers and are locally based In Boston, construc-
tion contracts and UDAG funds are targeted to firms which commit to hire ity
residents, who are largely minoirty and experience much higher unemployment

. rates than suburban workers .

At a federal level, the tax reform package contains incentives fur investment in
equipment .which will eliminate Jobs, rather than create them Instead, favorable
tax treatment must be tied to job creation and positive training programs The
uiforts of private job training centers, such as the National Tooling and Machinists
Center in Los Angeles, must be encouraged and directed towards the uncmployed
and idsplaced worker See, ‘Leveraging With a Toothpick,” Richard Kazis and Peter
Sabonis, 1979 tattached’ .

? Labor law‘%n[orcement
The socalled labor shortag€ includes not only skilled but also unskilled workers,
and is sometimes attributable to the unwillingness of US workers to accept low
wages and adverse conditions when they can obtain welfare Those industries, suth
' as agriculture, which are most vuciferous cuncerning labor shortages, copsistently
hire undocumented workers who are vulnerable to exploitation and are afraid to
complain about illegal wage practices ur conditions Simultaneously, the industry
insulates itself from normal competition i1n the job market and wages fail tqrise on
a par with other industries Over a 3 year period, wages paid by US apple growers
increased by 33 percent, while prices rose Zi¥ pgrcent USDA Handbook of Basic
o« Economic Staustics. 1979 Attempts have been/largely unsuccessful to improve
agricultural wages by tying them more closély to manufacturing wages through the
use of the Adverse Effect wage rate. which must be paid by growers attempting to
employ "H-2' or temporary foreign workers to harvest their crops. See 20 EFR
‘ Section 655 207 -
Rather than import ' more foreign workers to work at unacceptable or illegally
luw wages. the existing laws should be enforced to improve conditions and allow free
competitive bargaining in order to attract more workers to these jobs

4 Assistance to small communitsy businesses

Over 70 percent of all new jobs are created by firms with under 50 employees, and
small, community based enterprises must be supported by continuing to make low
st capital available to them With superior 1obbying power. the multinationals and
. large firms are receiving numerocus benefits from the administration, even as the \
. Small Business Administration. the Natiunal Consumer Cooperative Bank and the

Economic Development Administration are severely cutback in funds Small entre-
preneurs and new cummunity based local develupment corporations must receive

" mure, not less suppoft to truly revitalize our productive capabilities and create the
must jebs Any economic deveélopment proposal. such as the Urban Enterprise Zone
bill currently pending in Congress, should include speaial benefits for small commu-
nity businesses
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. Leveraging with a Toothpick:

v The Carter Administration’s Private Sector
. " Strategy fer Job Creation

5
’

An analysis of private sec'or
¢ strategies for empioying the
structurally unempioved oy
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arguing that the financial incentives sre inade-
Quste or the red tape overwhelmuag They clawm
that they cannot overcomo the athiudizal prob-
lams of this segment of the workforcs [n maay
cases whers buminess claims 10 be participanng
voluatardy it is difficult 1o oblain statistics (hat
prove invoivement with the economicolly disad-
vantaged

The evidence 1s clear that the private sec-
tor has rarely been interested or active in
providing trairung and jub opportunities
for* the hardgcore structuraldy unem-
ployed

The privata sector approacs s ascessan bul
cmtber volunteerism nor iacent.ves from govers-
oent are sulficiest. As Gary Z:ban of the Natlozal
Alliance of Business old 25 'he'agruLsstraon s
current Priva‘e Sector niat.ve Program is hka
“Uyicg o levarage wilh 8 100N DK

The goversmedt Tust use *ne stick a3 w~ell as

the carrol A goveramenta. s'~atezy—at gae fed.
eral sta'e and .ocal teveis—'o use 'sdeverage

and {inazcias cloul 10 foroe pusiness ‘o et o
volved 13 "Ne only resi ai'ernalive Goverrmect
regulariy crovidos business and sdustr w.ah
BTaDts. CONIrac's and tax reaxs as .nzent .09 .07
parncular co-porate ac'iv; €3 't s ot urfairt
ssk reciprients of such sar )€ 5 m tum provid
berefits fo e commuruties -4 wuch Irey opera‘e

This prizc ple s recsgnzed notae fravasons of
many sigte loce. and {edera, ieve ~pmemt pro-
grams [l .s cur con'enton, based oa the past rec-
ord of but.cess aveoiveraent a1 employmect and
L 8Ining Srograms targeten 1o the structuraly un-
employed tha! ofuy such Jwd Pro-quo coniractual
agreements betwsen Fovernmen! and bus cess
can breex the patler: of business inacticn Such
creative governmectal leveraqmng can be the b4™
#is for & viablF fri.ale sec or
iike the variations that have zone before can
have a sign.frcart impact on the yves and job op-
portunuties of the structura:ly .nemplayed worx-
03 10 {8 country—Ihose ~orkers who bhecpuse
of therr lack of srlls anc iraring sre dependest
UpCn overnMmen! .ncome msinleénance prugrams
for their surv.val and wha caznnot ‘uny “evelop
thatr product »e pateniial for tne enelt of the
astion and tremselves

A History of the Private Sector Strategy
Manapower Davalopmont and
Training Act of 1962

The [irs! substactial post war program de.
signed to combst unemploymert n thi« couniry
was the Area Radovelopman! Act of 1961 which
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provided [ederal assistance to busincsses i1 de-
pressed areas This was followed oce year [gter
by the Menpowsr Develepment and Trawa.ng Act
of 1962, an employment and troing program
which willun 3 yoars wat spending more than
$400 mulion nanuully focusing on the noeds of the
cychically unempiuyod those workers dispiaced
by fluctustions in economic conditions and on
those penple unemploy i cdue to repxd technolog-
cal change i their feidp Ut was not uatil 1964
that tha federai government recognized the need
for a program 's aid the structerally unomployed
The Eco~omuc Opportunty Act of 1964 targstec
s esipicyment 3nd 1rainuhz nil.atives ‘o the poor
and ennonties 11 an effort 1o increase thenr par
Hapation and 'Seir abu.'y to compete in the laocr
marxat snd v 1369 the Act was adgorbing more
thag $700 miilion of Federal aliocations

Under MDTA poth lasti'utional s2c en-the-tob
{OF7) trazung was —ercated lnstiational trawm-
g run by Lhe Depariment of Health Educstion
anc Weilare was provided arough formal ciags-
70O .as'TUCt on 8! .3CeL.ONAY ecucalion schoots
anc cen‘ers GfT .ncer the auspices of the De-
parrmentof Lator provided 'rainees with expen-
ence and msirich.en .n the workpiace through ar-
with prive'e exployers Intady

Cerents wers in classriom sethings
i+ Bu e perceptage of OFT place-
Cumbel eack a7 Ir 1963 only © percent
' e i~ OIT programs By 1365

- 't 1% parcentt The
30 pronour ad thet the Depariment of

e the ~emira, agencv .o chartze of
TTaang prigs ihin a lew vegrs

There are severa, regsons for CIT's popuiarey
50'b w11 'ue Tepariment of Lasor 314 the pn-
vate sector OfT Co3's per ‘rainee were oruy sno-
foirth as g-ea’ wnstitaonal costs acd OfF
'*8.7ee5 were miore Liely ‘o {fac jobs sfter their
tra raong than were the * ciasseoom coun‘erparts
Team the porspectve of ;nva(e JMCLSITY the
drow to OTT was a resull of ngr( jabor market
cord.t ons Busiressos wees .0oung for workers
Thiy liked the 2 Y3t tpe ‘edsral government
wruld 2ick up the tab for 'ratiing foany peopie
w80 would huve Deen hurod and 'ratnes without
the sudsidv

On-tke 07 *raiung programs .o the 1960 8 did
oot “guever provice many opporturuties for the
slructursly unemp'éyed The focus was on ud-
gracing azd retrasimg *he rvelicardy memployed

{ween 1983 und 968 71 parce~! of all OFT par-
Lapanis were Mare 74 perent were white 35
percent had 12 voirs or mors schoalag 65 por-
cent were unempaned ‘or fourteen wesks or less
and anlv 3 perrenl were income transler rocipr-
ents *

In 1866 .ns1eeping with tho puch for o Wor o
Poverty 'ha O} T oroneams urder MDTA woro tar
geted moro ¢l i tly to the cconomically disadvan-.
tuged Tho Aundelines woro changod to mandate
that 85, pcreunt of all tramoos for 19687 wowd be

lage =37
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drawn'{rom among disadvantaged groups Ths
targeting did have some offect v1 changing the
constituency for the trawming prugrams In 1956
only 43 parrent nf all O[T participants had eleven
years of schooling or lyes Bv 1969 thus had shifi-
odto 51 purcent mdicaling sumo prugross lowurd
wvolving more nmgzuraﬂy unemployed workers ?

NAB-JOBS Program

As tbe cities hedjed up 1o the wud-1360's 1t be.
came clear that tnk amited umpact of fecerally
subsidized trainung programs wes woefully ;nade
quats. As gresuit 3 new empioyment and !raw-
g program was ceveloped ana unveued with
great fanfaro in President Joksson > [anuary 1963
State of the Unior acdress The job Opportunities
s the Business Sector {{OBS: prosram ~at a spe-
cific atterop! "0 creale obs anc !"a.ning oppor
wulios 1o the provate sectsr 1or the hard-Core ur
employed Run 2y the newly cres'ed non-pro!*
National Alliance of Business—az intermediary
organization staffed by lsaders of *he bus.ness
cormmunuty gnd geared 16 rcreas.ng private sec-
tor parucpaticd n msnpower pisnnung—m
JOBS program made almost S&50 =Jhor of fey-
eral subs.cies gvaabie ‘o pr va's ernisvars for
hiring asd tramng ‘ne disacvantaged an~d ‘o-
providing scme suppor’.ve <ernces  suga as
transportation snd medica, cs*e' The s'-ategy
wes  bure frslolrauin leter wih goverrment
subs.dizing the tra:ning

Both pusiness and governmez' nad nugh nopes
for the program Pres:ident 'onnssn aggounces
that he wouid readocats funcs {ror eushing oro
878108 10 create 108 8oC tra.nung for one-ba [ m.l
lioz hard<ore unemgiuyes by the =i dlo of 197,
In e first months of tha prostam spurted Ln by
8 combination of & sense o' 500.7 urgeacy ang 1o
spoasibiliy a desirs for fnverstie pubhcty and
a shertege of lasor it the oxtremel, Night tabor
market of 1568 the business ommuni'y wagcel
contacted local NAB off ces 1o piegge ichs A,
though the program was 10 be ~oncentrated v 50
major cilies. It 300N spread 10 .30 By julv 1998
about 165.000 permanen’ jobs had Heon pirdged
surpessing the ofizinal wtenm gos: nf 100 000
fobs by July 1969 it loexod &5 +f 5 .umbination of
business voluntecrism and gove "ament incentive
would have 8 signuficant impact

But the privale secior s (athumasm laded
quckiy Mot of the sarly plodaes tever material
1z6d into actual obs and nea pledges became in.
croasingly bard 'n acufo Businesxcs wore reluc
tant to hire the structurally unemployed and gen.
ersily provided ot thoy wowd nuva flied anv
way {0 poaplo thay wouid have lared anyway o
tween 1968 and [ 7] abuut $760 miliun was ob
ligated and only abuul 365 000 jubs xanuraled
with tho federnl futuls many f which wouid huve
boen created rogardinss In widition the imount
of trarunyg dccomplished undur tho JOES pro-
gram according 1o s study by Sar Levilan Garth
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Mangum and Ray Marshell appears tn huve been
miumel in 1970 when the economir siuwdown
kit many NAB Nirevs were the first 10 e i off
and firms became verv teluctant to either honor
oid pledges or make sny new ones Two years af
lec 9 mucd hetaaded (ntroduction the JOBS pro-
gram quetly receded frum pubuc atlentiun and
activity

Tha record of the NABJOBS program reveals a
great deal aboul private sactor altitudes lowarc
employment aa¢ tramung programs The business
COMMURI'Y Was XIven 8 CN0.C8 Businesses couil
PaTTICDA'E Of 3 CORIrac Basis which required
str ¢ tecord keeping and cernf.cat.on ol the num
oar of 4 sadvantBRe ~OIKers sctuaily n =ed and
‘be dave opmen’ Lf urmar progrems af suppociive
services and .00 'ra r.nf (a0 the disaavaniagedt
0 exchange fur reimbursemen’ of subs.cizal.uc
hy the feders’ goyermmert for 17810103 £x punses
The cthe™ ODUOC waS PrriCIDALL A 4 yArup.
tasy ponCoriract suss or which busnesses re-
ceived 15 'ederas si.Ly sul wioch muelved ng

An gverage o.'sx.hree out of four firrs par
nopatng notre NAZ JOES program cnose
o parucipate  .oyntardy  so  tnere
would pe no zo.erfmental sinngs at-
tached

i

Mest firms chose the voluntasy noncontract
Ippnach Besla 07 w63 1nd 1974 ar 3uerygn of
three cu! ai every cu” part.Cphliug fo=s choee
to et nvnlvet o 're "OBS progtam oo 'hor own
orms with o817 n2s e ached and tmere relelt
ugused Tora thyn $o%0 mibion of Foour g suls,
dies)* The advantsdes were ciear A buwiress d.q4
not rave ta oire 't Jsedvantaged Miny bus
2e8s€8 nmpiy « 1ot I Mt mew emp ovees disads
vantaged publ c.zedtteir ommritmon'  and s
018 MARPOWAl PINA™ T aUlinl L xlne. el g
the pubhical (0L ~™ich they dant hawve to s
anytiung to gel  Businesses that fod that the
10BS fisancial .ncentaes provided sa asuific oot
economiC advantage cowd stul reap pesttica
benells A full 35 percent ol ‘hose hired Lnder
ths contract parlion ot 'he program wers certif,ud
as dissdvantaged by sla'e employment serviees
and other aganc.es Only 25 parcent of those
hired through the 100 conttact progra.: warn ces
ulied Ay drsudvantaeed bugher percentaguy of
non<uitrac than ©onirdct (ramesy were maie
white with twelve or mare years of schouiing and
with fumly incemes n owxcess of $4.000 More
over when 'bo dumand for lubor siacicned n
1670-71 empioyers 0 buth conlract and nun-con
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tract particzpslion beran hifinyg e greater per-
centage of whites womon. and beller educsted
trainees *

Charles R Perry, 1n a study of the JOBS pro-
gram, concluded

The JOBS program was .utislly touted es a
jobcreation program desimed lo provids
mesninglul work exyerience for the disad-
vantaged However (here waslittle n the ba
sic steucture of operation of 'he program to
foster such action and there i« hi'tle evidence
thal the program resulted in erther the crey
hion of new 1obs or the madif.eanen of exat-
tng jobs on a sigruf.cant scale for the benefit
of the disacvaniased Inpract.c. 1on pledges
typically were snught and secured on The ba-
813 of existing F prospect,ve apen.ngs due tu
@nel turnover and he -~<ulling pmoioy-
t opportunities were conf ned pr marily

but not exclusively 1o en'rv level biue couar
and service jous *

The evidence points *o short-term gans w -
come and employmen® for some members of mu
norities and he dizadventaged and ‘o ~ome -
provemant in emplover allLtuges toward 'he un-
emplayed But the JOBS record aiso ciearly indu
cales the eagerness of ‘he sus,mess commuruty ‘o
prowvide for 13 Jwr ,a0%f necda and its equally
firm reluc'ance ' deal with the hardeore sirue-
turally unemployed The NABI0BS peogram at
it heignt ook aboul 40 percent of s franees
from the ¢ sadvantaged za/e :em iargely Jead-
end jobs they wowd naws recewsC anvway a6
provided [ t'le ar no ‘ranvnk  The wng'erm im-
pact of this ma.or private »oCiar 5alve on 'he
structuraiiy unempioved .3 generady recogrzed
‘o have beer min.mal ,

Publi¢ Service Employment as Crisis Intervention

In 1871 the Ema*goncy Empiovment Act was
pussed marking o wignif can' st i ne tederal
apuroach 'o emplovment and 'ra ~irg Because of
the econotnic siowrown 151! hegan 1 1972 and
the clear mabiity of the 1065 1nd OJT prokrams
lo Cesale new nug (‘/Jm:rﬁss,‘urr\ed ‘o the public
sactor for help Duning “he hih wnels of cconomic
activity 1n the 1960s th2 "ucus rad been an pro-
gramas that wouid mproves ‘he 2mp vnabiity of the
disodvantaged By 1971 twas g'cuous that train-
g 18 oot useful1f *here srensu'ficient oo oppor
tunsties waiting at the sther enc The Emerponcy
Employmcnt Azt fucded 'he nimng of the unem-
ployed n transitian it sub, 7 <ervice jobs 10 state
and local governments i wifec' acknowledmrg
the unwulineness of the privite seclor 0 creale
tew jobs [or the disauvaniaged When the ncono-
my continued !n fag EEA was incorporaled as a
rentras clerrent of the Comprerensive Employ-
ment and Tew.nimg Act nf 197310 TTAL which con-
snhidatad all tho various smployie at amil trnme
progfum. amlor ono eonl wl the La paertmmit of o

Aruitoxt provided by Eic:
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bor The budget for public service employment
under CETA grew stesdily jumping {rom 27 per.
cent {or $620 milhon) of the CETA budget o FY
1974 10 50 perceat [or $3.2 billion}in FY 1976 The
Pres:dsat’s Economic Stimulus Package passad wn
1977 boosted PSE even further [n 1978, 58 per.
cent {or $4 7 tulion] of all CETA funds were spent
n PSE 6nd another 8 pe=cent was spent on youth
vrograms which are also public sector jobs pro-
grams

v

The introduction of a subsidized public
service emplovment program w~as an ac-
knowledgement of the inabiity of the pn-
vate sector !ty create new jobs for the dis-
advantaged

Duning CETA ¢ fies! five vears bafore reacthor.
zation 17 1978 the 10n y share of PSE fusds went
te Titie VI—employment for 'ne cveucally uneme
ployed The only year nhat T s H programs—em.
pluyment for the siructurally unempioved—pro-
vided more 008 than TiUe Vi was in 1975 when
there were 153 110 ndividusis i Title ., pro-
Rrams at yearerd «nd 123540 enroiled n Tie
V1 The next v2ar the empras.s In Loun’erych-
cal PSE programe became pronouncec ois 020
wndiaduais enrsied o3 Tille V7 st yearead and
onivy 935370 T el Butheandof 19578 53 a re

s

cwiolthe Pres:cent s zno~om ¢ Semui
é&ndmg Titie V] enrclment nac reached 3 high
soiat of $36 315 compares o Toile Tanromest of

11784

HIRE and 5TIP The Pendulum Swings Back

Altnough pudic <ert - emp.ovment programs
conlinued 10 grow 1h 'he md 16703 'here were
s.gn8 bv 1377 ol renewed inierest in private sec.
tor invoivement [he HIRE [ program ~us kicxed
off in 1977 with pr.vale secior enthusiasm romu-
atscent of the NAB-JOBS experience Crested pni-
marily as a private sector an-the-job IrIILAR Pro-
sram large’ed to unempioved Victnam-era seter
a1 economicaly disadvantaged voutr and the
long-term uopempioved with .ocomes of under
$10000 HIRE | resempled the NAB-JOBS pro-
gramin other problematic wavs

As was true wnder JUBS ‘irms paruicipating in
HIRE have the option of sifTunz a coatract with
the Department of Labor ur sarhicpatng vofun
tarily Participonts who s180 3 contrac! get remm-
bursed lor 50 reruent of the houriy waves paid lo
trainees in return they agrec to lireand iram 15
or mora ehaible indiv duals far (ull me perman-
an! positions piviag a' easi $3 30 on hour hining
first from releerals from local Employment Sery
e

The voluntiry st
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ua In tha JOBS progrn.n reciavi na feder 1l funds
laco no rosirictions on therr hirmg pohicy and
are supposed Ly bu .avan kped1al e oogidinn by
the Unitod Statos Government Mgy are asked
only to provide jubs 1o target zroup iembers N
special Lrainiayg 13 requircd  hirms thomsclves
certify whether prospeclive workers are chigbie
nnd are allowexd to tocrut it unes wy whalever
means they choose Aithough wulunlery periic.-
pants sign writlen pledges to muke wb roeminrs
svollable to eligible iargel group members the
pledge 12 No way pinces any le=-| ovligation on
nm Fdl
The resulls of the HIRE | prugrata have Leen
disappowunting Since 1977 approximately 1000
firms Bave particapated o the prodram Heney
Sullivan of the DOL HIRE ofuce ciaims that 14 w00
individuals have been "ured ov firms who signed
contracts NAB cloyms thalover 112 000 individy-
als have beco hured - *the 800 firms part.cipating
voluntartly If the jUBY ezperience @ any indica-
trion thougn a wzable percentage of those
112,000 participsnts wore prosabiy not el.rible
for the program The ‘nct that nuly 11 percent of
thoss :ndividuals claimrd as lured were nired
under Contract shows onCt .ga o, ;mt +ho bus
ness communily s 0o o erested 18 mexng Lo
comrulments thay cum be ne 1 Lo when the 'ssue s
hiring the eccnomicany dsecvartaged The HIRE
experience ind.cales 1nat 3 50 percent wags sup-
midy 15 not suflicient .ncent .~ 1o most businesses
The benef's of the pro2rv™ .cre nexlimbie
compared 16 .1s ©0s! Arry Zunme* a private con-
sultast who svailaird e prowram claims thar
‘NABgot 16 muftn o promote HIFF fand they
didn tevez selup ee pahional con-act He acd
ed that HIRE! Lke .AB-JOB> adu ved private:n
dusiry Lo picx up uw CoSt politicai JOUs a iot »f
ousinesspeople  Ro up there (o the Fuli aod ten
the commit'ecs * 18’ susiness i3 worknx behind
these programs * @8 one woy to seep 'he
governme plofl ‘her Lack  * Asthough N 1y aff
ers in Washiagton ~“useleorer 1o ver v nr ueny
Mr Zimmers figuee the joto sl mourt - mma-
terial The program sfhicuity euds on Netober 1
1980 but *kere s Uttis sk 't 0 any tew
rolss will be cecatre in the pricatp sprins ftgr the
god of TY 1979 [he lunus w 4 hiive rur oul By
thon—wilh few new ,ubs found ' Lthe 'arzeted
dhsadvantagos groroy 4
A second provate sector 7¢ o un baunched in
1977 has had a %etter trace = rd The Skl
Training Improvemert Proeram (STIP introdaced
B8 part of Presuion Tiriee y 197 . onsmee Stm
uhag Parkage provides wdvane d k) ot nang for
unemployed 1vd ar lerempl syevd parsnns STIP s
ool a8 progrm furthe Rard core struciuraily un
emplayedd It s purtly an operndimg program ang
partly a retraiming prorum far disnlaced nd
cyclically unemplovod garxers Traung pro

wrams aro usunally o0 gl sLil adustionl ocenps.
tinns that pav quste woll s

Not surpriun,ity privat employers seem quiln
Y ploy a

interealod in STIP They are abie to find umploy
oes in [il] their currenl manpowor needs [huy are
cocourugd (o participisle i program o wiun and
operalicy {rom (he nulsel The Sedural govorn.
menl subsiduss ine trmiming proxram ‘hrough
(ETA And empiayers do nul have 1o worry atout
whal they see gs the allitudinal probiems  Jf the
strycturaily unemploynd

Lillle _vaiuulive Juld s currenty aveaabie o
u.g STIP prugram Toere 1 however 4 ene. 3l
conseilsus that some [irms are interestert .nd ac-
tve {1y nlear that the STIP prugram wi'h s pn
valgssecior oversihit comm.liees and .ts neavy
emphasis on privaic sector design and impie
tation was mesu’ ' Y@ 4 Drecursor and 'xs! run
'n the current ofova'e s4C T SITAtERy 15 formutat
od in Titie VI of 'he reavinonzed CET 4 sty 4.
tion the Private se.’ur ln.ligiives Pryy=am PSIP)
We wl focus on PSIP .0 theatier na.f of TR pa-
p2r Sul we yuestion he reigvance o i STIP ex-
perence to PSIP

STIP i5 no' 4 proarswm lor 'he eiruCluraddy i
pmpioyel PSIP « STIP may have nelpe” 1-un jul
sumo of the proceviutal and poliical priulems
thal PS1P mayeqc s v'em a FY 1979 ang 1927 B’
STIP was 5ol goated 15 ansaer the it _at n.es.
UoN aluU! DEVELE 5eC OF ,TvnivemPR' N HMDAY-
Tentand rAdUnR PIOKTATS IS ‘a8 Pruvs £ 5eCinT
wili 72 vGlunariy—a7 autin the Rep 3 S.vern
menlul neenb.es—'. mare 3 ser Jus ©LmTu'-
Tienl IO TRy ‘5 f RSNy empiovess ' Tike S
rentiabor needs DU'tC e crealLar of meEa L5ope
Jortumit ws and meat rxfu faLAR DTLRT 3T for
the hard CGre 3 roctursL . In8™MDILet anmenmy of
‘his oLz £ 7 AL het s nicas evidar e BLmts g
a3 pesuTusUC TonaLs T his
DAPET A€ wi i sCur L'TE prvBlE B0t v dlegy
2% . 15 haw BENcLlatert and surges' sier f o s'ecs
'hat con Le 'axen —3C TSt De 'axen—  wnlist
the prive'o crin 5 otne straRgie 'n —roan the
mpiovman* oul.: v for he signitany
Ampurcans who mev o ontwde the pre are Ditar
markel
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CETA Reauthdrization .
Reviving the Private Sector Strategy

By 1978 the veur 'mat the CETA PSE proary
was Al s he gbt dia achartment wdr
gram had berume widesprian Given the pre
g climate of 5udg P et g NS S0 g werarn
cutbates therc s simiflicn s 5o G 5 memsure
o trun the ¢ FTA hydger The nmemp ove end rate
—~ it least Imong whircaewas dropp, s the
economy recaverod from the 19745 rrcossion
The sentirent to cu’ hark on CET A Tithy Viowois
for thy cychicslly unemployrd was stron., More
over the press wis full of horror stories of LETA
fraud and mismaa wement conirbubns further
to the vackinshngaust PSE

Thors wery zowd reasons for issalisfnction
with the PSE proxsim In many ciies the jobs
monuy wit used {u bl 0ul Tevenuesho, L munio




pal governmaents rather than to provide job oppor-
tunities for the disadvantaged. In Detrogt, CETA
&0ney was paywg the saleries of 512 police offi-
cers, 204 members of the Fice Depariment and
310 gurbaxe collectors Over hall of Detroit s
CETA participants in 1978 Lud fanuly 1ncomes
above the poverty level * Furthermuro the place
mont record fur CETA employees was notufsusly
bad In 1978 only 15 percént of Boston s CETA
umployees found permanent unsubsihizod obs
after their CETA pesitions ended * Traiming for
people hired 1n PSE jobs was almost unheurd of

There were n effect. two disunct PSE pro-
grams one for long-term muniCiL~i employees
was a revenue-shafing program for [iscally-
strapped cities, the ntner for the hard<ora unerf.
ployed was a short-term dead-enct 1ohs profram
that was viewet by part.cipants as the croam of
government! ncoMme-meinienanite programs byt
as peither a 100s nor a trawung prosram that
could lead 1o unsubsicized emplovnent

When the t'nte approached [or the reauthoriza-
tien of CETA for FY 1979 the hostiily toward
CETA and the public service empiovment program
was expressed 1o Congress ard the Adrunistra-
tion by a proframmatic shufl towara cutbscks .1
PSE fespecially Title T courtmrcyclical pro-
grams) *he targe,ng of PSE funds !g the siructur-
ally unemplove~ and *he .atraducting of 4 num-
vor of new wilial ves and ;. Lnlies Po get the pri-
vate sector exc.ted about and .riolved v fede-s,
employment ana ttairung programs The thrus! nf
the ‘new CETA  was lu revive with new ,ncen
tives the private secror 3talegy ,

For FY+1979 Titie VI 055 wera 10 be ~yt 19
358 000 in prepiration of further cuthetks to
200 000 ,0bs by 'he end of T 1680 The lavel #f
funding for Title i-D counterstruciural pubiie
service empioyment was g be raeed 1o provide
267 000 yobs in "oth FY 1979 4= Fr 1980 As of
March 31 1973 Tit e VT enrallment had dropper
10 311062 Title 1 D enroliment had umped to
242,323 ¢

The thrust of the ‘New CETA has been
to revive with new wrcentives the privide
seclor strategy .

Congreas voled 1o tatget PSE 10bs more <pec.fi-
cally to tha economically di.advantaged The
maximum furation of PST oo.ptoyment wis sot 3t
18 manth. fin gy Lo vine el W o e b
fof PSE ol wore o8 au it o ve e aait!
wagy panl by g prouso spasser anulid b oanly
7200 {iwfustosl ap e tdown aren By s Sosnd
aben the rooin Ly whicht avia agn wages g thin
BEMe Bponsot s aron afEL pand W0 aviregn
wages thraughout the ¢ uniryy * By stipuloting
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that prime sponsors could not supplemant CETA
workers wages with nonCETA monies as they
kad often done 0 the past DOL made sure that
new CETA poitinns woukl be entry-level jobs for
the economically disndvaniaged, rather than
bigh-payig royulue mumicipal zovernment job~

The Admunsiraton developei Lwe new privato
woctur prograns desigacd 10 oifse' the cuts
,ublic seevice employn nt Both—the Targeted
jubs Tax Credit {TITC) und 1he Private Sector fns-
tiatives Program (PSIF) added as Title VI of the
CETA reauthorizalion lesistation—are meant fo
give the privata sector spec fit ncentrves to pro-
vide juh uppurtumitivs for the ezonomically disad-
vantaged The programs wera des gned to coun-
ler the business commumity s recurring compleint
that guvornment red tabe nders privale sector
interest and particpatipn Because of the cantral-
ity of these two new imib*1 ves in the federsl gov-
ernment v curren! employment and traming strat-
28y the success of Carler s enlire empioyment
and trd.ming stralegy has become contingent upon
how business reacts 'o and cooperates with thess
programs The critical question s whether busi
ness parhcipalion wrll create new ;obs aad traw.
1R opporiuant,es for *he siructurally usempioved
or whether the hus.ress communily wifl murely
take 1hose 'ax and emplovment sepelits thet serve
their current labur needs We now *ur 10 a clos-
cr look at these prod=ams o see wnal (rends are
becoming spparent *

Targeted Jobs Tax Credit

The Revenue Act of 1978 replaced the general
new jobe Tax Credit with the Targeted lohs Tax
Credit a credit of up *0 $3 060 a vear ‘or employ.
er< who hire employres {rom seven targot groups
vouth 18 in 24 n economtcally disadvanaged
forubies Vietnamer) Mera-s under 35 whoare
eccnumica:ly disadvantaed ecoromicelly d,sad-

ariiged ex-convicty £ ipents of eeneral assist-
3nce reaipierts of Supptemental Secunity Income
(551} payments youth 16 through 18 parucipat.
Mg 1 81 approved epoperative education
gram and handic appad indis1duals referred Trom
vocationg! rehavbtation Applicants receive a
single voucher form B at nutifies potential employ-
ers that the applirent may be enmbie for the tax
credit Final cor'iheation 1s done by Empiloyment
Services aficr the employer si1gns the voucher in-
dicating hiring *

How 13 the butiness community reacting to ths
credit? The respenwe to da'e 15 embarragsingly
poar althuugh the Depaurtmentt of Libor and the
Internal Revenue Service must shoulder much of
the blame for the ~aw start Althourh TITC was
Suppased fa e impn an nied begnning fanuary §
1979 mo ! State Foplovimsns S gty Axe neies
thed 101 £ocimvie i hions ot imphonpe ion un
tb bt sy DO onmadiees May 1o by boon
tha affu ol rammess omemt wansh 1y anfe to gy-
wnme {at many amployors o got yot know that
the Credit ovan canis :




The Departmont b 1oaour satimdly huped 1o
hive 100 000 individu o Tram La Hit! gruups
‘wartified 1o tured an the privale soutor by
September 30 As of Jure 30, only 8 416 persons
obtained jobs upder the pregram 7 [n major cilies
where use of she credit shuuld be ligh, fures
show almost nu parucipohion 1hrouph June Bos-
ton had certifiod 26 cm~chits Philadelphia 4 and
New Orleaus sone  In t} gse cilies and olhers, the
CETA prime =ponsors lu ve refused 10 hanuie the
vouchening process fur the three tar, eted grovps
that are their responsitlity {1824 year old-tsad-
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i charge of TTTC and the DOL Rexlon VI officn
ugrewd 1hal tnlemnl Ruvonuo Service imvolve
ment, necessary bocause the incentive 18 8 tax
credit ‘'makes a iol nf people nervous Business
complaints of excessive red tape in federsi pro-
grams led DOL to develop a sireamhined simple
tax crecit Bul no amount of simplicity will be able
to convince some emplovers lo participate due to
heir feelings about [RS erutiny

vanioged youth ‘ietpam-2"y velerans and ex- Tablet
convicts;) arguing thot tuey luck tae financial m-
centive to perform a * ful} ;mtake  on each parici- TJTC ACTIVITY, REPORT

pant since only Employmert Survices ofiices are
recetving adcinonal DOL funds fur T]TC imple-

Asof June 30 1979

r~otation
The Lyvor Department s .t~i jaals were to Region Vouchers Certifications

serve 1 percent of the ehgibic target populalion ! 680 419
across the country * Officials row admit that the i 3326 492
208l was too hugn In Pegior ! (Now kngland) the n 1679 | 934
wortification gosi for FY 1979 was 49130 the total v 5.723 3.328
number rertifie” 18 of june 30 was 19 In Redan V 1,649 884

V Michigan, Olue Minos ladiana Minnesota v 2473 1021 ‘
and Wiscons's) the goal was s 970 cerlifica- ”{' - 963 391
nons as of jui ¢ 30 oniy £74 people bod recened Viii 343 262
jobs for w'nch employers wowd ¢ .M the 'ax X 1750 528
credst ¥ [Tatie 1 2ive a bre rac wn Ll vouchers X 338 160
and cerhii calions by reman TOTALS 19,026 8.416

1t 18 Questionable wrethe® the tox credit as ce
signed wouid wrea f ey s b aructuiaily
unemployed ¢ven { D0 odrums riave prob ems
~fre remedied There arva womberof re sons to
« skepheal

Most local menr .ot offii.as intervicwed by
the National Conter for [OBS % LSTCF siaif felt
that busineesrg will te ul to fulloy 'neir estab-
whed hyrr proctic < 3ue than try to apply the

Some officials bel.eve tha( the vouchering of
ehgible participan’s may actuelly backfire Boo
Dowming thinks Lhatl emiplovers see the voucher
mora as< a stigma than as proof of an individual s
mbative  In Massachuse!lls we nave made ron-
centraled offort~ on 1 ose employers wha had

ceedit tetroactive'y dt ach Esb Line (rowth hired these wroups hefore But ww when thev
«nd foe Beali of L *1issac ety Drpar'nentof how up walh 1 vouche' the empioyervidon | want
tob Sroviee  Hot st wi'l camul ot teres - them t 1y congistent with the reactnn they
weeially 1 Docemby whan hov e makig oul had to the Emplovment Service in the late 1960s
Voer taxes for next v veen o Allulh of the dunny tha Huoan Resource Developmunt push
woutsiana [epirimeni af  abor greed Tmploye Thut similnr wed-publicized fucus on the hard-
msare ateeestod b thoy area e o eoing cute unemploed mide many emplovers wary of

back and applyine it 'n thasa they hove aicpade
weed Dob Dowiaosa Do na o e £ 1TTC
Adminialr 408 tur e ton boadkded ATter our
presentanor 1he of b e uhatk we wob was from
ta¥ gccountants rat <ot oflices Obvious-
Iy of businesses ke the Yix rrety n the end of
he yenr [ur smplovers they wuuld have hired
anyway then the ,ob crestion poienbial of the
credit will be ~imimal And the semalll to ebuble
partiuipants of having a vouckor i hand wall b
nuite hmited

Thore aro uther probloms wih the Targe!nd
b3 Tax Credd!  Uur empoayor response has
been spolly s fn O, resu sl TiTC ad
cuiadrator fur Remon i wrd Hh vk that o be
couse there 19 1 rolucbaino upan thoer purt to
draw IRS alteaton o 1t cven Peler Yerking

v

7

ES referrals A few years igter when the [uror
died down cmplaver confidence in and use of Em
plovmunt Servici s incmensed o the point where
more vmplusecs wauld ke whomever waus Tt
ferred—even those with labor macket dificien-
cies In Baslon currentlv PSE inlake workers ac-
Lvely discourage GETA apphicants from obigung
vouchers arguing that the stigma [ar oulweighs
the fnanciul imcentive 1 the eyes of most employ-
ers

These problems aside the question femains as
ta whethor uny Targeled Jubs Tax Lredil makey
<ense 08 an iptsnliva for the private sertur (0 :0-
creaso their mnpg of the structurally unem-
ploynd In affoct proponents of the crodit conlend
that o 50 perrent tax crudil wingh amounts to g
wiige sulrudy of briwoen 25 and 41 pereont‘on

-
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vach nowly hired unskuled dicadvantagod work.

'r, depending upon the fiem < tiv br 1 ket {Sce
Table 2}, 13 enough 10 offset tha .iitudinal barrr
w3 of employurs to hiring tbe economicaily disad.
vantaged the hanihcapped, and members uf the
other targeted groups

This Contention is upen to dispute A US Chame
oer of Commerce—Gallup Survev completed n
‘uly 1978 clearly ind cates that businusspeople
want the disadvantagod 1o pecome 1ob-ready bee
frothey Are hired Dovid Rutison ut n 1979 re
sortpreparad {ue the Notiongl Fomnus9yon on Em-
vloyment Puhey put ot the way It {business)
wonls the dehicirncirs of (he American publse to
0 remedisted be'ute young noople beeome em.
ploytes It wants adequole orientdtion and coun-
hing to ba provided 0 tatentry level umtpluvees
linvw accoptable work yititudes nnd habits It
whantg busic iterature and ariitunetic sialls to be
tuoght—if not by the schnois then by manpower
programs P TITC provides for anne of these ‘up-
portivo services It 1s simply a credit sany husi-
oussprop’e will choose tc leave weil enougn aloae
and will not participate
‘The ingrawed attituds among businessPeople

that hiring the disadvantaged 1 a.ways a risky
proposifion w.ll in mony cases not be altered bv
the incentive of g 25 percentor even a 41 percent
waze subsidv The Targeted Joos Tax Crecit aisne
will conv nce fe  pmplove=s to nire [*om a pool of
urployees that they do »< 1 irust o vajue As Dr
Isabel Sawhill directoe of 'k Nationa! Commis.
< un for Marpower Ponev exp' mned il unlikes
Iy hat a subs,dy recrivi d at the corporale .evet
v il indues g hine mirager °o hire snrenne per
-~nedio bea pour rigk 1t an rmployee
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‘There are a number of reasons to be skep-
tical about the effectiveness of the tax
credit—even a well-designed one—1n cre-
ating new jobs for the structurally unem-

plpyed
—_

The only firms that will ba at all intorested wall
b small low-wage luw-skill labur int¢nsive firms
that have hwh turnover rates Ditio oppurtunny
for advancement no used for tramned help—and
which will hirs laborers when they nesd them,
whether there s & tax inLentivo to do so or not
Thits this highly touted progrsm aven wara it to
be taxen seriously by government gnd buamess
will create a limited sncentive to a limited number
of firms lo hire a himited naumber of pecple from
the target groups The Targeted Jobs Tax Credi
will do hirtie to stimulate employment on such a
srale as o help sigmficant numbers of the eco-
nomically disadvantaged .

Private Sector initialives Program
(Title VIl of CETA) .

Title VI of CETA the Private Sector Instiatives
Program {PSIP) which was added to the CETA
legislation duruig reauthorization 14 'ntended to
ve the cornersione o! the federal yovernment s
privale sector sirategy 375 mullion 1s budgeled
for FY 1973 to help prowde private sector empioy.
ment oppartunities ‘or the economicativ disadvan-
taged Another $32% million has been authorized
for the comune yenrs Each CETA prure sponsor
has already bewn given money v eslabush a Pri-

. Table 2

-

TITC. WHAT IT'S WORTH

FITM'S ANNUAL FIRM'S TAX NET VALUL OF NET VALUE OF NET TOTAL
PROFIT BRACHLT CREDIT* v 1 CREDIT* yr 2 VALUE
T ader $25 000 17% $2,490 $1 245 $3 235
25 000-$50 COO 20% $2.400 $1.200 $3 600
$50 020 $75 L0O 0%, $2 100 $1.050 $3.150
$75 GO0-31G0 GO 40%% $1,800 ) $2,700 '
£100 000-Plus 169 51620 $ 810 $2,430 .

Casedon o meximurz credit yf $3 000 per elivbla employeo of first year and $1 500 for the sacond yosar

NTTTOTAL VALUE 1sles t*an the face volv‘-(zkf the credit becausn tho emplover s busingss expsose do-
. ductior for wage- are yeduc Ll by thuamor tof tha crodit Aa the table shows the higher the tax beacket

the less valuable \he credit For this erason, 1t s assumod that small businesses wath low profits will be

1 ost hkoly 1o use tho « redit .

SOTRCE Dot Well By Dawe Goesdl po 4 Carparntum far Publiv/Private Yoantures Phelndolphia Pa .

Tty 1,0 “

P
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vate Induatry Council {PIC) whith 18 100 bo the
mechaniam [of invoiving the business (ommuniy
1n manpowsr Program planning Ihe PiCs which
will be dommated by matar insinesaes 0 euch
prime sponsor urea such as the Natonal Alliance
of Busingss and the Chamber nf Lommerce bul
which must also have smail business union and
community based urganizatiun representation,
are supposed to 1] secure more jobs for *he dis-
advantaged and 2) ¢et the privale sector involved
"1n all aspects of iocal employment angd traunng
aclinties

PSIP 13 a new kind of incentive from sgvern:
ment to business The Depariment of Labor 17 of-
fering the private sector involvomenl in—and per-
haps control over—iccal empioyment and train-
ng programs as an centive to mcrease private
sector imvolvement m those programs PIC pro-
ponents argue that if mewmbers ol the ousiness
community can shape the programs (o [il their
particular needs they will be more lLikely tv par-
ticipate And the moga walling they are Lo partici-
paote, the more jubs and Llraining oppurtinities will
open up

The Privete Industry Counuls are accorsag to
the CETA regulations to ass,st the 1ocal emplov-
menf and traiming struclure to become mere re-
spoosive to the business cummumty 10 present
the private sector s view and recommendations
for making prugrams more responsive o iocai em-
ployment needs and to  1dv'se ard prowvnde di-
roction to the local emplovrert and lraining svs
tem on w3ays to Increase private sector "ob piace-
ments * for eligible persons Aliowsole achivities
include coordmating educational programs with
on-the-job training using direct con'racls for em-
ployment and traiming programs with private for-
profit and non-profit orgamzations devciomng
apprenticestip programs disseminating nforma-
lton to and encouraging parhicipation by private
employors providing technical @ssistance o pri
vata employers to reduce the administrative hue-
den of empioyment and lraining programs coor-
dinsting prog sms wilh Gther job development
placemont and employment nnd traming activibies
carnied out by both public and private agenues
tncreasing opportuntties [of upgrading and re-
tratning  and encouraking private employers o
develop forecasts of job skitl requiroments

Not surprisingly start-up has boen slow Gary
Eiben of the National Allnince of Busineséesti-
mates that anly about 50 pereent of the prime
sponsors set up PICS and submitted proposats for
1979 fund re tho mid-August deadhine Rick
Deolosn of t orporation-farLubhc/Private Ven-
tures, an organization that- been munitoring
PIC progress afrecs that progress hes been
“highly situntional  He [ecls that perhaps not
every prime sponsor should have tried to st up a
PIC. since 250 or 3o will probobly be a totnl
waste ' And Randall Ripley an Ohio Siate Uni
veraty resvarchor fellowiny PIC implementation
fools that very lew PICs will huvo progroms sut

up by fanuury
DuLoan lists 212 rensuns why PICs have been
slow, in gething off the graund 1} busingsspuople
do not take a {lyng leap inlo 1ny new venture,
* stnce their slyle is not o rush io without prelimi-
nary planning 2} the process of setting up 4 PIC
can involve delicate and lime-consuming hrgotia-
tons especially i areas where NAB and the
Chamber of Commerce are al vdds of as il Cleve
land, where Lhe business community and the rily
are at war: 3} the business communuty 18 skeptiral
of PIC umpact in some cities in hight of raquire-
ments that labor and community-oased urgank-
zations be reprosented 4] CLTA officials oflen
have A poor sense ul the ousiiess world and vice-
~u£rsa, making commuwilication and cooperatg a
siuw learmng prucess 3} the uncertantv and
changing signais from waghington on funchny
levels fur Tile «1i have slowed impiementation
) the CETA uffices have had to spead a nre at gl
of ime and energy on problams with apd  hund®s
in the public service empioyment program tus
year snd have. innany places adopigd  wmt-
and-oe athtude toward PSIP fucusing instead on
PSE. 4 program they are familiar with snd under-
stand

Randull Ripley nas concluded from inutiul
research on the PICs that there wil ve
mnertia ¢s a domunent force in many

areas
/

Euch prime sponsor 8 situation s dirferent but
these probloms constitute significant barrers n
most aress Some C.liws Lke Detruit have not
sven had a first meeting of the PIC Pandall Ripley
hes conciuded from us imlial rasuarch 'hat

there wil bs inerua 88 a dominunt farcu in many
Aarens

Some PICs have vvercoms the mauy harrars fo
implementalion and have even befun o make
zrants Most of these were ahle lo build from o
preexisting Dubhc/prlvnlc STORTAM Lo using
aither on manpower of gconumic devalupment
program plunning Milwaukews Lounty (which 1n
cludes the city of Milwaukeo) has developed a
customized on-the4ob traimng program for Mil-
waukee foundnies In New York City the PIC has
been sct up as a non-profit dorporation »0 that
can receive funds [rom fuundatiens and Husinusa
e3 as well as from CETA The New York City PIC
has packaged and brokered a mults mflion dotlar
trasning progroam for airhine reservalion «lorks
PAN AM 13 duing the aclusl traming A number of
cumpanies have agreed to hire the groduales Bo.
cause an oxparicnied wirhine 13 doing the trounng
rather than \he xovernment other wirlinus have
mora fuith thal groduvtos will be jub-ready *
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The question ~emains. though whether PSIP
zan suceeed whore olher privat~ secior inities
Lives have faled As Dr Isah | Sawhdl admus
past programs have been less than <u eessfulin
aducip; Amencan basiness o e th inw-siolled
narnmigl worker  torbe 9 sions trom b
aesy are thal the PR nay Lo no more elfectivn
than other manpawer counnls A reeentlv re
lunsed survey by the “lntwnal Allvue o of Busi-
ness of 6071 busiarss poush 1L o by Labor
sucrelary Marshall sla press cofference, gives
~ause for worey Only 12 pereent 3f business v
eculives polird werC awaro ul the federad PSIP
program— ind only 14 perce i of the 8t whom
thuprogram aus coescnibed san i sounded Lk o
sreal wdea ' Ten percent felt the prowram wisk g

poor i@va  and 70 percent aaid thoe while it
sounded gnud they wanled tv wailand see ™

.

-

A NAB survey of, 809 businesspeople re-
cently found that only 12 pescent were
aware of the PSIP prozror and only 14
percent said that it sounded “hke ¢ great
dea " Seveniy percent wanted 'o wait
ond see '

If the busines, comrmun'y - c il lo }%'am
which depundy upar pervate sec sr uliauv®athe
patential forsucressiul proc- e pitaaing will
uxtromely Limu'ed David Roli sua an hus Fobruary
1979 report 1o the Nauonal Commussion on Em.
plovinent Poliry warnad of <sme whierent prob-
lems Ile que.'oned Fuw aclive a ruie business
wopld want lo play Soms businescpenpla would
find 1t difficult tu devote a lot of ime 1o PIC Tiest
ngs Largs emplavers mav feer dutv-oound ta
send a ferconnel iHiCes o the counrtl me 'vrole
uul ‘f the counci! temains oely > en advisory
Ludy however 'h's participaliun ), 1arge com
pamies may be pro forma Pobivoa {eareg that
bucause of insut/wient business witi res' the PGy
would end up re.emb' 0y, fue current monpower
counclls  wiladh have been e alived, aeile. tive
n involving employers n ¢he CETA Lystam  He
concluded Tl resufl 1s thal P, will not be
domnaled Ly those spipluyers who are in g pos
ton to supply oty Most aew johsan lais countev

<ire ¢created by omall and ol sized businesses
Tho PlGs 1ee mand sledd 1y be'dom nated by copre
sontolives of large hidinesses 11 wach prime <pons
cof area pver 300 cmployecs]) Theee moy beoan
Tnereut prabdama with having b Dasiness de<agn
el g i piregr wn 1t
erdovanl to the v swen ooy attuitiag il e
s I oathio the '
apree Ay o sbionave by ssl wron b o fanlily erdail
terw JIRavite g lar pob and £ o opperlamis
fur ”I‘ﬂ connonieally dis idvinib e ol wall probably
bo tho ea phisn

employue e pusl

woriis whin bihove «
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“If they could.” concluded Robison. "‘a
lar@e nun'her of Lusinessmen and busi-
ness manpoiver prafessionals would not
deal wuh\!hc wvernment atall *

M »
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Whai would 1t Like i got business sxcited? Af-
ter inlerviewine 4% business munpower profos-
sionals Robison felt that the business communily
wanted more {ree remn than participation in the
CETA program even under PSIP would provide

If they could u large number of businessmen
and Lusines- uanpuwer professionals would nol
deal with guvernment a' all. and especially not
with the prime sponsurs Business judges
tratming programs by the profil motive and by ors-
ployer produc:ml_y which contrbutes o profits
The political exetutivg must judge i~aimng pro-
Rrams by thour effect un political power gnd on ro-
election The poliical and profit motives are not
segn to meel

Tae Need for a
Neyy Private Sector Strategy:
The Carrot and the Stick

Al this point 1! 1s necessary to challenge the
basic 2ssumptions of a privale sector stralegy
thiat cuntinually {ries to accommodate business
demands for more incentives and fewer con-
stpaints 13 a precondibion for private sector in-
volvement m emplo,men! and (ramifig programs
The PICy were created sn ordet tu give business
nore inpul und cuntrol—grestor incentives for
participation Yetitas hkely that even this wall not
prove sufficieal G.ven the low level of past in-
'~rest in and perfurmance by the.business com
munity in prouding jabs and tremung for the
siructurally unermploye . there 1s Lttle reason lo
weliave thal, in any but the most unusual situa-
tan, {urther incentives without striys attached
would benefit the turgeted constituency It 1s con-
reivable thet thy Lus;ness commumty could be
satishied willi 1 sigrulicantly sreatar {edersi con-
irtbutinn to the costs pf traiming and hiring the
disadvantagnd But (s quaesiwnable whether the

sal'sfurfory incentive level 15 one that the gov-
eenment can afford 1o provhde :

s nme to rethunk the current private sacior
stralegy Afler 5o mauy years of the governmen!
providing bustre~« with the rnreat s time lon
tricdus e 1he stus The carrat i aol w conttifoe-
hve strategy IHas choare that only il govarnmont
dovelops cre v w oy In lovier e s ouatey nnd
poiwarr 1o for e m s nocinvidve annd will joleond
tedtung tae e s hoacbnnlly gouonsploved beonian
wowidirapodd provid e son lar Comumstinenl Guovern
il st dividug 1 quind e greo uthindo lownred
hoainese we will give you a-bronk bo it o Gindeenl
contrin ! o henl tax abafement or whatever

]
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you comnut yourselves tn hiring and (raining &
sorteln number or percantagu uf tho hard<ure
unempyved Geirranont munt ook 1o nogn e s
well s posilive iutonlives purlcipali OF JUsC A
tucrative federal contract hure and Lramn people
from the local unskilled wegkforco ur lose & muni-
cipal commitmest to @mending sewor and road
service lo your plant site The precedent for such
leveraging exists dand it 13 to these examples thal
we pow turn.

‘ 1
There 1s bttle reason to believe that fur-
ther incentives to business without strings
attached would benefit the targeted con-
stituency After so many vears of the gov;
ernment providing business with the car-
rot. it 1s ume to introduce the stick.

The federal government has begun to use 113 re-
sources to levarage concessions {rom private in-
dustry on 1ssueg that 'he gover-umrent censiders
umporiant The Local Public Wurks (LPW, Pro-
gram, run by the Commerce Depa~rmesls 2o
nomic Davelopmenl Adminusiralivn .3 one exam-
ple The program whuca L.'.dad $4 buhon in pub-®
lic works projects in FY 1977 was desikned 10 wm-
prove pubhc faciities and aiso pruvise a fiscal
stimulus {o the economy and to aitack ~veical un
employment The legislation sJthonzing the pro-
gram contained the *squremen’ n3! 1t least 10
percant of each LPW grant be spent on purc-ases
of goods ond sexvices fcom ...u.mlv rontraclors
an supphiers The arguman! wns that some 20V
ornmmont {unds shoud bel@ent preferentially 1in
order to holp attaw priority employment and uivil
fights gools

fn Memphis Tenpessee 15 result of commun
ty pressure organized Dy [anaessee ACORN 145
sgeiation of Community Orgenizatiots for feform
Nowl, the concep’ of praritp 3etusaides wns ux
panded upon The DA Southeastagn Rerionat Of
fice sgroed lo raquwra from emploveri and con
tracters involved .o mesdermazing the Lo xe ~chool
under the LI'W program Lhat thev whnnuvar pos-
able. qive prelorenusi onsideration flar employ
ment to the unemplouved and undoremployed Lhiving
in the neighborhood near the school

The Buillding of the Tcnnrssee.Tombighen
Wetorway e propnctofl tha w5 Army ¢ urpsy af En-
gineers 16 ynother public wurks program that has
triod to mundate squel apportumity and employ-
ment and [raining programs i da cantracts with
privale businesses invaived in camilruction A ma-
ndrity hieing « lnuss was inlroduced o the Araa-
wide Alhirmutlve Actiun Plan as a result of Lom
munity proswuie o by the Ainonity Proples
Counci on the Tunnesson [ombicbee Walorway
and the Federalion vl Soulhern Luoperetives All

.

L]

RIC

PR A .1 70x rovided by ERIC

1

o

contracis «iso have i “local labor preferance
rluuga  that roguires lhnl 80 parioyl of the
Wl rway warkfon g e f;.m Wah Gty nrm
surrounding the copstruction silos Recanlly  the
Corps uf bnunesry inuuded an on-the-job work-
er trainte proRram n their laiest Wainrway
contrects [hese provisions require Lbai «nnlrac-
tors parlLicipste 1n a prorram that subsidizes Lhem
.or hiring less expenionced workers snd, provid-
1ng six months of on-the-job trayung

Apd finaliy the Tar,,eted jobs Deconstration
set dp in Spring of 1378 makes acout $3 milhun of
federpl fund> avanaole on a competitive Lasis to
localgovernfients vnu are already r8criv.ng sub-
stantial emounts of federal money [or sconomic
deveiopment and 'rinsporratior pryyects The lo-
cal governmsents must use the :ronev&%ogrdmme
thews federally assisted programs so TAIT accorg-
.ng to the Federal Register  the maximur feas:
ble number of ;009 wreates under Fedarally assist-
ed {programs} 30 10 economtucally disadvan
taged Persuns »n0 4re ¢f qitie [or a3sisiince un-
der CETA The prosram aso requires that the
max.mum number of Lusazuess opporiututes crn-
atcg througn these programs go 'o smasl munornty
or commuruly entrepreneurs Ttus coorination
can taxe the form of rew insiiutona, arrange-
@en!s or tha wreshicn 3f o'her acuvities (trauning
programs marxeling of the Targsted Tax Cladit
fargmsting ioca, procurements i ) Apprapriate o
iocal needs Locd, governments aere .o submul
their apphicalions for the program al the end of
july 1979

There are many precedents for usiry fed-
eral stote and local monies contracts
and services 95 a leverage to spur husi
ness parlc:paton In progroms that are
socially beneficiol 4.t pernaps not profit-
maximizing

Statn and locul preondents wave ai-o become
more comumon N fecent yeary There ,eems 10 be
a growiryg roncern "hal incentives Ly the privalg
sector are Maduyoale tur SPUFTDg PUTt: 1POLOD
i programs that are socally beneficis. bul e
haps not prolil-mawvumiang  [he slaterun Tom-
munity Development Finance Lorporation (LDFC)
in Massuchuseils impases vovensnls on hudiness-
an getiind ogusly ot jopy torm debt hianc.ag from
thoe corpurshion thi! reguiras focl and minoriy
himing fur primury lubor market pasilivn. |thase
paying above 150 peronst of the munimum w 1.6}

In Oroken the Pordund Port Commisaon migroy
o8 hinny agreomants on all contraclar< 1 ooving
money to perform work retalnd 1o the noaovvalion
of the port aren Like the CNFC programn Massa
chusetts this partiular prograin o mmed al in-
creamng lhe privale sector ompioyment uppor-

O
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tunities for munorities through government One simple mechanism for i#plementing a pro- -

‘deals * with firmsat does business with Portland
also has developed a sophisticated quid proquo
system that 18 applicable 10 any expanding or re-
locating plant~ 1 Port'any If the city 1s benng
asked to provide pruferent.al I0MIAR Ipecial sew-
erage or rogd construction ar wiher sumilar iree-
Bies 10 a fifm the (v napser 4 1 pst snitrce
agreement on the firm that requires that UETA-
eligibles e the fievt <ource of Aon-mapagerial
obm 6t the cumnpanies involvint A Carmsn cnumg-
cal firm has decignc 0 move o Portiund Of the
600 new oby to be crealud SO0 have been
plodged 16 CI'T el bles

These progrums can provive tic incentive
that the busines? commurity needs —1Lie
threat of reduced husiness inst contrutts
and lower profits *

One last example snould suff ce ™ha New york
State Department of Transportaton has gevel
oped sn 1anovative ibveraging st-ategv for c-cat-

wg 1ob treining opportumities £ o prgate «c. |
tor All contracls with the Jupartment 8F Bans.

portation ovrr 3 certain doilar amount contair a
rder providing money oves ¢ soave the ron.
fract amoun' 'o pay for thedr v.n ng of mynorites
by the fitn sigruag the coftra bt Trnus e
does no! iose any monev £ poricipating i

teatrung program :

These inos71''ve proprams—whicn ir9 in of
fect, the early artiulrtians 1 3 ew Privele 500
tor stralepv ore ‘ha' uscs W *h (cant,ves and
lever 1,08 sar-t1ons ar— re. iiive PN MY ]
force bus.ness partigupat on 'n programs o Ly
ploy the inermpic,ed bing unantempieyed——can by
adnpted a5 part of 4 Sroad v'ran v ol smin the
carrot and the stick tu Pyt cavniement tiom a
hesitant and at'en hostile mius.nese rommanity
The federal zrvornment could randate that any
rontractor cuing over $1GCLJ % sinees with tne
government wust 1gree ' bice snd train CETA-
elimbles or 4 firgtsource Sa s L} they wantiio
continue recernng federenl eontracts I one con-
sidors the surber ot f.res *hat contract with th
Deparsment of I fense FOA HID HEW 3nd otk .
€r agenc es the puet s vl or sign Loant
leverage Simuirly o ety cauid hink tax anate
ments preforential pabhic worys mprovementy
and othes sene, 's ' prvate ngustey in 3 1,0
cammuimen' Ly businesses ' may an 1chve ~ole
in employmant anny 'TAINILL Drograms Gl gy 0er
haps uafor uecatn thit such o d proquo wrrancge-
mente Must be marde thar e neyyare <pctgr gy
0on su unwiil ng fu DEavige e e Ihang 1o
tha steocturally uromphacs © Dot goin thy iy
ty progrums of thodind boae benl abnvir e gy nrir
vidde W et thal N ¢ e s cumman
7T BT

rewdu— the thooat of podine s 1 oniras

fenefs e lowen profits
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gram thal links the receipt of local governmental
contract benclits4q Lagmitments by private secs
tor firms to huee and teain the structurally unem-
ployed i« 2 Job bunk  Ihe Job Bark would work
like this All businesses doing $10 000 worth of
business—providing goeds and services dotng
constructian work and providing research and
developmen! capahtiilics==in the calendar year
with sither e fevter L or locat fovernment woula
1gree w byt all job upen nes o thorr business with
the LITTA primie sponsor Thise businesses woysd
further .groe o wre quakif vt individusis re-
forrect o L n Yy ne prung sponsor betr re they ¢
~hiro other imndividuals fos 1he Listed jobs Businass-
o8 would list their 10b upenings with the pamo
<puDSUT [Ur LIE wensdrior 'G5l ng jobs mith the
veneral public of by o1Mer orgadizatior excapt
as Yequited ‘o 20 <0 by law, The orime sponsor
would mmatain *he st of avarlopie ,obs tinciud-
g 1ob descr puut Lorabon 32 oy and skull level
required bui orull ng *he company s nawe| la-
dwvCunls eligbie for parmipation .1 ony CETA
program wodid Pave 9Ccess o the jeb Banx a* the

nrare »507ser s off oo onurang business nours
Quanled mncivduals would be relerrec ‘o spe-
2 «rsicome firstgerve busis

w.iciwotson

Tre business comrunity wil not he
pieased with s new cirection. But fed-
ercl emplovren® and fraimnang mitetives
have never realls pleased the privote sec-
tor

i
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Thy effoct Uf 'hus Jub pank 'would e ic force
tusifirg g 10 aner Lo therr hirin protncs (o the
coanemicaily A Advanta,cd LET A=lininie popu W
87100 L WOuIC aisn 46 3 ' sileviity the problem
£ CETA PSE wreers currantly faced with htre
hope ol transign 0’0 un, Lbvdized employ ment
0 the privatsy Lertar Tle 1ho Banx wouid rot con-
.'ronlw‘ problemof traming fon the struc
tarally unamrp.owd "ul <ratemes hxe that sc
varcerd by the Now York Department of Transpor
tation ang tne Tennessce Tumbtigbee Watcrway
PrG,ect can be adapted for e purpues

Taxen *oaethe~ ine programs outhined W *his
1eChion can Drovirke A/ w2 aus and effective sori-
entation of emplayrent gnd {raimng programs
which can moke 3 Lubig Praite partpersnip on
employment 16 rauning HOUCY A teun partner
ship rather than 1 oresway stream of etfeciua;
ncentives The bueiness community will not be
pleased with t new direction But fle, a4l o
plavment g e i sulatives have nover toal- 7
'y plescd thea pesvate yewtnr And ot e ima that
the emphaws b iyt an thy noeds of Ihe targot
Py mbon for thaso po oprnmse—iint 1The husiness
oMty dait thoocconon u ably dicadvantged
hateed+ arm unemployed




"It geay b truc thul only @ massivo privats soc-
tor dffort cnn rid our sociuly of the human avwi so-
cinlstosts of su ninch e enlraled unemploynmnt
Autithe history of privale << tor nutmtives and
the curront record of the Curtor Adfmustration
programs suggest thal ihus goul is 3 ibag way off
{t’y sull business as usual fur business and no
progress for the unemployed ULnti] the federal
government begins to take o hard-line approach
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o buninoss invalvemeat in jnb crantivn for the
structurndly win mpioyed thare & no oxi uwy lor
by an pubin sorvinn omployment Rl ¢ we
nwisd un eapandod puldic sopvic s Jum prostram

Wistung und hopay, ad o obing s ot e
route to full empluvmert [l s Lime (he federal guv-
ernment rocunized ‘Kot the buswawss uf puturg
thus countey to wurk requires more than (rying In
oll a iog with a tocthpue

e

FOOTNOTES
1 Deotroit CETA fiures obtained {*om Public Setvice
Employment [~ Detrait +.w TETA Fous e Eto
noeucally Discdvartaled Natoss. Cudier for ooy
and Justice &79 5 57
2 MDTA and EDA "pacc 3: s'8L91cy obtaned rom
A Dacade of Federal Arnpoyeciy Prograrms Robest
Havemsn Acscezuc Pressivc 1377 0% .4b
3 On The Job Trarrg A Review of ‘e txper ance
By Patrck O Keefo 870 Sivid wanifv “wshongs
Comzussics For Manpower Pohigy 121792 0 8
4 Ind p 7B Tabet}
S Id
6 Funds avalable [eara O Koefe and Lantzy p 13
{Tabie 4 sunce *367
7 NABIGBS statstes fram Tha Imnoet sf Tovern
ment Monpower Programs 50 CDporunites n
the Busunsss Sactor L, Zrac.ee® Perey 5 187
8 O'Keefs and Lantry p 12:78%e 31andp 3.0
ble 4}
9 Chatles Perry p 188
10 Ind
11 OKesfoand Lanimy p {2 s 40% ‘quro raflects
the opizust,C asswrpirn 'hal ail those Du-ticpat
103 i the conlrect pornon »f ‘he program o (971
were economicaky Lisadvariagad
12 Figures obtainsd {rom < Empi ment and Tran-
g Adminigtra’icn DPviwnn o islormat on Analy-

als and S.atems Uovalopment -
13 Td
14 Interview with Arno Zimtme- of Elltot Darh iates
. Inc (Wosh O CtAvauatd 1979
15 Public Sarnica Empiovment 4 Do'rot o6

18 The Botton CETA Puftam  Ditoken Prosnises
Workors Associalion 0 t.uaraotoc Empioymast
{Boston Maxs® 5 3

17 Houso and Loneis Budgt Comimbiu *scummenda
tions and Employment and Trarung Admunistration
statistics

18 Tho $72C0 wage unil has bacome A setious prob-
lom In cilies wrore munic.pal 8roluyes wage
rates are well shuye $7200 and where muniapsl
smployhns umons are sitond =Los aro cannle to
birs CETA nepiovons at sush a ow wixs rale
Even bommunnv nnkee] DERARIZAYONY AT NAVIDR
ARty pruviding 11000t LS 0pPe* ' SNl at

20

23
4

3

$7200 The resw’ s a0 ."onic s 'ualion whase som
clies have morey o7 more CETA 80t8 'nan "Muy
can prownds obs ‘ar

Linked to 58 7177 8 e W.N"Wedare Tax Credst
WIN rog.5°5%ts 473 DAiraecis &0 TRen te
ceiveC AFDL pa,mor's i nimaty dave pmor '3 oe-
o5 hured are olg be foe the AN W lare Tax
Credit waeeh SMers sunelrs cent mar L TITT owt
ma.n'a.ns 30T SSfurerces s T, tegy o
ments A oudh 'tr merracam o ne N0 N
fara credit s 2 mrom _smare 35 Luihwe and t
i3 sdmstes=t Meougm W tenms 50 Amifare
Jffices—tha b L crea e g rwg e thoukt of a3
sart of We $3r4 proitam 56 ha Tredt tsenf s
*hn same fne 1ot

Stotys Feprrt ot e Targered lops Tax Tredt LS
Eipisyment Servere L L2757 5

Sta'ushics ootmne? AT ob Sem, & of cery o
thess = pu Tenuny S b

iy .

Bostrr o Feg o Phug et
phia Barry Bari.ariz Naw Jrieans Beraaed Al
lwh Irterviaws Aug ¢ 3
The 1% Lgure war _o'awned Sy Lz e 100069
cornficat on Jheetive of DOU [ Flars 1979 and
the mbmated & 11w popLiabion—cair daled from
certification «7°x cad fgueem aned by DOL o
thewr anocatin ormwas fur TITC Ludocations
Wl 19 the 3'al Lmpwymart Se-vics Azeacies on
the bass of v numbar o7 rartora—nne mnny o3
mated  worxload  Aorkicad 'guror were ab
tanerd from DO s Gfficm of Program Plsnning and
Rotource A.lnen' of 1ind mowt s koty underest mato
the 3124 of tha n''g bin poprustion
Goois obtarmed fram tha TTC Tass “9-cm ol DOL
The Atutudes of Empieyees nnd *_simes Profos
swenals Tow 12d { cvarnmant Marpawar Progrars
by David Pof wn Feb 1379 Peapneema for ihe na
tonsl Cor v 2= on o0 Empiovawn! Palicy &1l Rotr
son quutes are fram thrs papcr
Progress 4l P's in rstoctexd - lles sbtmaed from
conversalions with Rundall Pipiev if tho Uhic Sialo
Tatveruty Pos ur e Foundation Augasth (979
The Wasihuniton Pust  ots Progrum ' anatcnd by
Rumness  August 14 1979 Dusiness and Fu
nsnco page




165

PRrEPARED TESTIMONY OF M. ALFRED HavNes, MD, MPH PresipeNt/ Dean,
CHARLES R DREW POSTGRADUATE MEDICAL ScHOOL, Los ANGELES, CALIF

My name 18 Dr M Alfred Haynes and | am the Dean of the Drew Postgraduate
Medical School My specialty 1s Public Health and I have been involved in the
teaching and practice of Community Medicine for the last 25 years [ have studied
the health problems of Southeast Los Angeles since 1969 and even though my
comments may be based largely on that region, they apply equally well to condi-
tions in many inner city areas of the United States

First let me state, as a matter of principle, that any problem which contributes to
1llness or to the death of people 15 a medical probf:zm Using this definition, the
greatest medical problem in Southeast kos Angeles ;s the problem of unemploy-
ment rs
Although 1t has been observed that the socio-economic status of a population 1s a
major determinant of health. many physicians have persisted in confining the
definition of medical problems to those conditions which physicians can treat with a
pill or an injection now or at some time in the future All other problems are
considered non-medical problems By this reasoning, when infants die from pneumo-"
nia, 1t 16 a medical problem but when they die as a result of pgverty, 1t 15 not a
medical problem Violence 1s the leading cause of death in certain age groups but if
we cannot see the causajive agent under a microscope, then it s not a medical
problem Higher rates of gdmission to mental hospitals may be a cause of concern to
physicians if these patients can be cured by psychotropic drug, but if the mental
stress 15 due to chronic frustration related to unemployment, it 15 not & medical
problem [ reject that notion and say unequivocally that any factor which 1s shown
to bear a re{atlonshlp to 1l health or to premature death 1s of concern to the
medical profession and even though our expertise may be limited in these areas, we
want to lend our full support to every effort to eradicate these causes of r health

There 1s increasing evidence, both in the United States and in Great ritain, that
the national economy has a profound influence on the physical and mental heaith of
the population and the relationship can no longer be 1ignored either by those who
determine economic policies or by those who care for the sick Stated differently,
any dfforts which facilitate a decrease in unemployment will also facilitate an
mmprdvement of health and those who ignore the problems of unemployment are
contrtbuting to illness and death

Physicians who serve in underserved areas see daily the consequences of chronic
unemployment and underemployment We see it in the form of higher infant
mortality, cirrhosis of the liver, homicide, and mental illness What physicians do 1n
hospitals may have limited impact on the rate of some of thesé problems but 1t 1s
the responsibility of physicians who see these problems daily to emphasize all of the
contributing factors and to support every effort to eradicate the causes

I am particularly concerned about teenage unemployment because 1t has such a
devastating effect on the well being of the individual A successful early job exper:-
ence means a great deal in our society where a person’s worth 18 measured by his
ability to earn a livelihood Continued failure in this experience 1s castrating and
Taises serious questions about one’s worth in today’s society As a medical nstitu-
tion, we have supported the CETA Program, not only because we would like to see
these young people well trained and have an o portunity to achieve and progress,
but also because we realize that 1t has a significant impact on their physxcgfrand
mental health and, 1n turn, on the health of the community of which they form a
gan We want to see these young people physically. economically and mentally

ealthy, and a job 1s a first step towards economic self-sufficiency One of the
alternatives is to see them either as the subjects or objects of violent crime This
alternative 1s the one we would rather prevent :

Contrary to what many may think, there are many of these young people who
really want a meaningful job As you know, the employment statistics seldom
reflect the true picture These statistics do npt usually include the large numbers of
¥oung ‘people wgo are 80 discouraged with the system that they do not even try

hey are the ones who subsequentlg’ appear as another kind of statistic

e want to pubhcly applaud the dedicated work of the chairman and of this
entire committee More than that, we want o underscore the relatiohship Between
employment and health*and lend our support to any effort which will contribute to
the improvement of employment 1n communities of desperate need
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