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NATIONAL COMMISSION FOR EMPLOYMENT POLICY
1522 K Street, NW, Suite 300

Washington, D.C. 20006

12021 724-1545

October 1981

TO THE PRESIDENT AND THE CONGRESS OF THE UNITED STATES:

I have the honor to transmit the Seventh Annual Report of
the National Commission for Employment Policy which is
focused on "The Federal Interest in Employment and Training."

The Commission selected this theme as the first of several
forthcoming evaluations of issues that the Administration
and the Congress will want to address as they consider the
next stage in the evolution of national employment and
training policy that must be faced because of the possible
expiration of the Comprehensive Employment and Training Act

.in September 1982.

This report contains the Commission's findings and recom-
mendations together with the staff's report which summarizes
the available knowledge of how past employment and training
policies and programs have operated together with two spe-
cially prepared studies on troubled and displaced workers.

The Commissibn concludes that:

(a) There has' been a long tradition of Federal
invorvement in employment and training programs
starting with the passage of the Morrill Act in
1862 to assist agriculture and the technical arts.

(b) The primary grounds for a continuing Federal
interest involve the contribution of employment and
training programs to promoting economic growth,
facilitating adjustments to labor market shocks,
and contributing to equal opportunity.

(c) Even in the face of current and prospective Federal
budgetary stringencies, the Commission believes that
there is a continuing Federal interest in employment
and training to increase the human capital of hard-
to-employ youth and adults so that they will be able
to participate actively in the world of work and
support themselves and their dependents rather than



to be dependent on income transfers. While families,
employers, and local and State governments will continue
to make adequate commitments to assure the constructive
participation of most citizens in the economy and society,
many of the hard-to-employ will be neglected and become
permanent dependents in the absence of a continuing nation-
al concern and effort to help them get and keep jobs.

The Commission and its staff will be pleased to assist in every
way possible as the Nation seeks to develop a stronger employment
and training policy for the years ahead.

ELI GINZBERG
Chairman
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THE FEDERAL INTEREST IN EMPLOYMENT AND TRAINING

The opportunity for all citizens to be productive is

essential if the United States is to meet its economic, social,

and national security objectives. The increase in human

capital is as critical as the growth of financial resources for

the expansion of the economy and the well-being of the

population. There is a national interest in ensuring that our

human resources are developed to their fullest potential.

What is less clear,to policymakers today is what, if

anything, the Federal Government should do to foster such

development. For several decades Congress acted on the premise

that there was a Federal interest in promoting training and

employment, particularly for those encountering difficulty in

getting and holding regular jobs. As a first step in present-

ing its recommendations on future Federal employment and train-

ing policies to tbe President and the Congress, the National

Commission for Employment Policy has returned to basics. It

has reexamined whether there is a Federal interest in employ-

ment and.training. This statement provides a summary of its

deliberations and conclusions.

The Commission looked to history for guidance. The

Constitution of the United States assigns to the Federal

Government responsibility for immigration, equal treatment of

citizens under the law, regulation of interstate and foreign

commerce, raising armed forces for the defense of the Nation,

and providing 'for the general welfare.

In 1862, in the midst of the Civil War, Congress passed the

Morrill Act which gaVe Federal lands to the States to encour-

age them to train large numbers of persons for agricultural and

the technical arts. In the century that followed Congress took

a number of major actions to strengthen the Nation's human.re-

sources: 1917--the Smith-Hughes Act to provide funding for

vocational education; 1933--the Wagner-Peyser Act to establish

the U.S. Employment Service; 1958--the National Defense Educa-

tion Act to provide funds to increase the pool of scientists,

engineers, and other specialists whose skills are critical for

the Nation's defense. In the last two decades, beginning with

the passage of the Area Redevelopment Act and the Manpower

Development and Training Act, Federal employment and training

programs have provided opportunities for disadvantaged and

displaced workers to become productive citizens.
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Both Republican and Democratic administrations and
successive Congresses with broad bipartisan support have
strengthened the Nation's human resources through employment
and training programs.

Looking ahead to the middle and latter 1980's, the
Commission sees a continuing Federal interest in reducing the-
number of persons who will face long-term unemployment and
permanent low earnings. These people will need assistance as
the economy shifts increasingly toward advanced services,
thereby reducing the number of unskilled jobs; as experienced
workers lose their jobs as a consequence of dislocation and
technological changes; as increasing proportions of the poverty
population are families headed by women; and as many youth
continue to drop out of school without having acquired the
minimum competencies which employers require.

The Commission has identified the following major Federal
interests in employment and training:

To Promote Economic Growth

The expansion of the economy can be i creased by enabling
all who are able and willing to work to dc so and by increas-
ing the productive capacity and flexibilit.y of the work force.
Since many adults and youth lack the competencies and skills
necessary to obtain and ratain regular emPloyment, they need
training opportunities that can make them job ready, employable,
and productive. But many cannot afford to pay for such training
and employers, viewing them as poor risks, wirl not hire and
provide them with training opportunities. In addition to
private employers, State and local governments may also under-
invest in training because workers, once trained, may move to
new areas.

To Facilitate Ad'ustment to Labor Market Shocks

Defense, foreign policy, and other decisions by the Federal
Government can have significant impacts on States, localities,
industries, and individuals. For example, defense contractors
may increasingly encounter skill phortages as the military bud-
get is increased, while the reduction in the number of young
adults may make it more difficultJfor the Armed Services to
recruit personnel. Likewise, a decision to close a military
base or to change immigration policy may have short or longer
term disruptive effects on a locality or region. Moreover, the
Federal Government may seek to ameliorate shocks external,to
the domestic economy, arising out of an oil embargo ortrade
decisions of other nations. Such disruptions to the labor

4
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market are certain to occur in the future as in the past.
Knowing when intervention by the Federal Government is required
and what form that intervention Should take might well have to
be decided on a case by case basis as it has so often been in

the past.

To Secure Equal Opportunity

While most Americans can provide themselves and their
offspring with the experiences and competencies necessary to
enable them to compete for good jobs, low-skilled, low-income
individuals are least likely to be able to afford training and
least likely to know how to get it. They are also the least
attractive workers for firms to hire, and they are often the

most ifficult and most costly for educational institutions to

serve. They often reside in areas that are least likely to have

the resources to assist them, and without access to broader
opportunities they are unlikely to become productive citizens.
Moreover, many low-skilled and lbw-income persons, despite
noticeable progress, still face discrimination on account of

age, sex, race, or national origin.

The Commission recognizes that many institutions in our
society contribute to human resources development, including
the family, the community, the church, business, labor, the
education system, States and local governments. These
institutions work well for most Americans and are the primary
institutions for human resource development. To the extent

that individuals and other institutions in society are willing
and able to provide these, the Federal interest is served. The

Federal Government's role should be limited to promoting those
activities that otherwise would not take place and to activities

which are less costly or more efficient to the Nation as a whole
when undertaken at the Federal level.

The Commission believes the primary focus of any federally
financed employment and training efforts should be to assist
youth and adults who are not able On their own or through other
institutions to acquire the services which would enable them to
obtain and retain regular jobs. To the extent that Federal
employment and training programs succeed, enrollees will be

able to support themselves and their dependents. This is the

preferred pattern deeply engrained in the American experience.
Successful training programs also yield additional benefits by
reducing the public assistance rolls, increasing the labor
supply available to employers, and helping to speed the growth

of the Nation's economy. It is critical, however, that Govern-

ment not repeat the error of creating unduly high expectations,

only to have the programs judged a failure by standards they

never could havt achieved.

5



The wealth of a nation is based on the proddctive capacity
of its people. People who do not work are supported by the
taxes that employers and workers pay. The Federal Government
should do all it can to help nonproductive and tax-consuming
persons to become productive taxpayers. This cannot be done
for everyone, and it is not cheap to do, but where feasible it
is preferable to income transfer payments. Profitable social
investments in human beings need to be made if we are to main-
tain the basic fabric of our society. The Commission is
convinced that Americans want to work, but to do so they must
possess the competencies, skills, and information that will
lead an employer to offer them a job. Government must encour-
age a sound and equitable economy so it will be profitable for
employers to make such offers. It is a good public investment
for the Federal Government to provide opportunities for those
who need them so that they can become regular, productive
workers.

12
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PREFACE

This staff.report was prepared for Xhe Members of the
National Commission for Employment Policy as part of their
review of the Nation's employment and training activities.
Ralph E. Smith and I had.overall direction of the report,
with major contributions from Stephen Cecchetti and Ronald
Warren (chapter 2) and Janet Johnston (chapter 4). The
authors based their findings on existing literature,
several studies sponsored by the Commission, consultation
with others, and discussions at a conference on employment
and training held by the Commission in September 1981.
Virtually all of the Commission staff participated in this
review. The authors of this report have also benefited
from the comments of several outside reviewers.

8

DANIEL H. SAKS
Director
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CHAPTER 1

OVERVIEW

By

Daniel H. Salcs

and

Ralph E. Smith
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OVERVIEW

The Federal Government has a long history ofillelping

people prepare for and find jobs. For more than 50 years

the Federal Government has funded an Employment Service to

provide labor market information and job matching services

to the general public. During the past two decades the

Federal Government has funded a variety of special programs

designed to promote employment and training opportunities

for disadvantaged individuals. F/urther, the Federal

Government has given support to'State and local elementary,

secondary, vocational, and adult education programs. More

recently, it has provided adjustment assistance to individ-

uals who lost their jobs as a result of adverse trade or

government actions.

In the next few years, the leg4slation authorizing many

of these employment and training activities will expire,

providing a unique opportunity for the Nation to reassess

the original goals, the accomplishments, and the conditions

on which Federal support is based. The CoMprehensive

Employment and Training Act (CETA), the largest of the

Federal employment and training programs, could expire at

the end of the current fiscal year. There is, however, a

much larger debate now under way,'also affecting the future

of these programs--the debate on the future direction of the

U.S. economy and the role of the Federal Government. The

budget is being pared and redirected. Efforts are

continuing to increase investment, reduce governmental

regulatiobs, and place more reliance on State and local

governments, the private sector, and individuals to provide

services that the Federal Governmerh has been providing.

The National Commission for Employment Policy is-

focusing on the basic issues that need to be resolved in

order to ensure that the limiteq amount of Federal resources

is used to achieve the highest possible returns. This

report and related activities1 are intended to ,help the

Administration and Congress as they decide the goals of

Federal employment and training policies, who is to be

served, and what role the Federal Government should play.

This chapter provides an overview of the report. Chapter 2

1. On September 10, 1981, the Commission held a

conference at which researchers, program operators, busi-

ness, labor and community representatives, and State and

local officials were brought together to discuss the topics

addressed in this report. Two of the major papers prepared

as background for this conference are included in the

appendixes.
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examines the ways in which employment and training programs
can improve the performance of the national economy. An
analysis of who is in trouble in the labor market is pro-
vided in chapter 3. The final chapter describes how feder-
ally supported activities fit into the Nation's overall
employment and training "system."

The Commission is engaged in a number of other
activities intended to help the Administration and Congress
with more detailed decisions concerning precisely what
activities should be supported and how they should be orga-
nized and delivered.2 In January 1982, the Commission
will issue its recommendations and staff report on these
topics. However, it is essential that decisions about the
specific design of the employment and training activities
follow from a clear understanding of what it is that the
Federal Government is trying to accomplish and why it is
necessary to do so.

What Should Be the Goals of Federal Tolicies?

Employment and training programs are intended to raise
the earnings'of those who participate. For individuals
whose earnings are usually low, the programs are designed to
raise long-term earnings.. For those whose earnings are
temporarily low, the programs are designed to return their
earnings to previous levels as rapidly as possible. Since
resources are necessarily limited for such programs, there
are two important questions that need to be answered: (1)
Who needs help from programs such as these and (2) who among .

those in need can benefit the most per dollar of program ex-
penditure. Before turning to these questions, it is impor-
tant to ask how Such programs can contribute to overall
economic performance (chapter 2).

There are three general ways in which employment and
training programs can contribute to the overall economy.
First, they can offset the failures of the market to produce
enough training and other labor market services. Insuffi-
cient training may occur in the private sector because firms

2. Later this fall the Commission staff will issue an
analysis of the impact of CETA on the postprogram earnings
of participants; a preliminary report on this study was
presented by Howard Bloom at our September conference and is
available from the Commission. In December the Commission
will sponsor a second major conference on the future-direc-
tion of employment and training policies, this one 'focusing
on the organization and'delivery of employment and training
services. A number of studies are being sponsored by the
Commission; these will be summarized at the December
conference and in the subsequent Commission report.

12
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will not train workers who might change jobs and workers may

not be able to finance this training themselves. Such

training investments can increase the overall output of the

economy. This does not mean that training can solve all of

our economic problems but rather that such investments may

be profitable for the society and yet not take place.

Second, these programs may be useful for improving the

distribution of income and opportunity in our society. Al-

most all of the substantial progress against poverty in this

country over the past 20 years can be accounted for by im-

provements in our transfer system. Employment and training

programs offer, in principle, an opportunity to help poor

and_displaced workers attain higher productivity and

earnings.

Third, a dynamiO, modern economy must constantly be

adapting to changes in technology, consumer tastes, prices,

and other aspects of the economic environment. Effective

and well-designed employment and training programs can help

reallocate hurcur resources to the regions, occupations, and

industries wher they will be most productive. Workers are

asked to bear a large portion of the adjustment costs in our

economy. They cannot be blamed for resisting change unless

they are allowed to benefit from the gains of economic

change. Employment and training programs offer the hope of

displaced workers becoming productive again.

It is hard to predict which of these goals is likely to

be most important in the 1980's. Anti-inflation policy will

dictate slack labor markets for several years and that will

weigh especially heavily on the poor and minorities. Tax

policy will encourage investment in the country, but only

slowly. Increased investment should accelerate techno-

logical change, but it is hard.to know whether that will

have more effect on low-skilled oz high-skilled workers.

New technologies have recently been replacing high-skilled

workers as well as low-skilled workers. Computers have

allowed the mechanization of many functions that used to

require human decisionmaking. The baby bust that has

followed the baby boom means that the potential labor force

will be growing in the current decade at about one-half the

rate of growth of the potential labor force observed in the

seventies (unless immigration is allowed to increase).

Eventually this should lead to a more experienced and better

paid work force with less unemployment. Finally, the treb-

ling of energy prices and the doubling of the internationali-

zation of the U.S. economy in the seventies ar unlikely to

be repeated again in the eighties. These econ mic prospects

need to be remembered as we turn to the questi of the

major groups in the labor market that might need help.

13



Who Needs Help?

There are three groups that should be discussed in
identifying who is in trouble in the labor market: Youth
who are having trouble getting a foothold in the market,
adults whose permanent earnings are low, and workers with
relatively high earnings who are either permanently or
temporarily displaced from their normal employment and
earnings patterns. Each of these groups is a prime target
'for employment and training programs (chapter 3).

Itere is no general unemployment problem for youth but
rather a concentrated problem among poor and minority
youth. We generally expect young people to have higher
unemployment rates because they are searching for careers
and first jobs and because employers would prefer to hire
experienced workers. As a group of youngsters ages, it.;
unemployment rate falls dramatically. There is, however, a
serious unemployment problem for black and other minority
youth. Furthermore, three-quarters of the unemployment
experienced by youth in 1977 was incurred by the 8 percent
of the labor force that was unemployed 15 weeks or longer.
Such youth are not just job shopping. They are having
trouble finding their way into the labor market and we know
that being without a job for a long period after leaving
school is associated with lower earnings later in life.
Youth with low earnings prospects also tend to become adults
with poor earnings prospects. Although the baby boom
generation has almost completely passed into the labor
force, that demographic change will not be enough to solve
the minority and poor youth unemployment problem. Minority
youth will comprise a rising share of the young population
over the next few years and there was a minority youth
unemployment problem even in the tight labor market of the
late 1960's. In addition, youth who are functionally
illiterate will continue to have serious labor market
problems.

There is also a hard core of adults with chronic labor
market problems. One study prepared for the Commission
followed a group of workers through the decade of the
seventies (appendix A). While there is a certai,n degree of
movement between low and high earnings, the study found that
5 percent of the male workers in the sample werein the
lowest tenth of the earnings distribution 7 out of 10
years. Twenty-one percent of women who headed households
were in the lowest tenth of the male earnings distribution
every single year of the decade. Thus, 3 small group of men
and a much larqer group of women appear to constitute a
stable class of extremely low earners. Further, the study

14
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found that the best predictor of low earnings in any year is
whether or not an individual had low earnings in the previ
ous year. Since most of the reduction in poverty over the

past decade was achieved through the transfer system, the
question arises whether it might not have been more effec
tive to try to raise the earnings of those at the bottom of
the distribution through employment and training programs.

The third group consists of permanently or temporarily
dislocated experienced workers. In another study prepared
for the Commission (appendix B) , it was found that about
400,000 of the primeage workers who were unemployed more
than 8 weeks in 1980 came from declining industries (almost
a quarter of these were from the auto industry) . This is a
small portion of the total U.S. labor force. Further, such
workerg tend to be better educated and to have both greater
assets and greater access to programs, such as Unemployment
Insurance, that are designed to help them. The study also
found that coming from a deelining industry or a declining
occupation did not increase the probability of long duration

unemployment. The study did find, however, that the un
employed who were in a declining region tended to have
longer spells of unemployment.

What Can Be Done?

To identify a.group in need does not necessarily
identify a group that would benefit from employment and
training programs. Our experiences with federally supported
employment and training programs over the past two decades
have helped isolate programs that work better for different
kinds of groups. The findings from several exceptionally
careful evaluations illustrate what good employment and
training programs can accomplish. For example, we have
learned from the youth entitlement program that offering a
disadvantaged youngster a'guaranteed job and the opportunity
to attend an "alternative" school will not affect the
regular school dropout rate, but will cause a substantial
number of dropouts to attend an alternative school. We
cannot disentangle the degree to which it was the
alternative school or the guaranteed job that got these
dropouts back into an educational program. Job Corps is
another example of a program that has been allowed to mature
to the point where it is a good investment on average for
the youth Who attend. While Job Corps has a substantial
dropout rate, the combination of employability skills
training, remedial education, and residential living seems
to provide a major payoff to those who stay. Job Corps is a
good example of a program that is expensive but worth it.

15



For adult workers with chronic labor market problems,
employment and training programs seem to have had the best
success with women.3 For example, a demonstration 'of a
structured program of work experience had its best results
for welfare mothers with older children. On-the-job
training programs tend to be associated with higher earnings
gains for men and women but there is always the possibility
that participants selected for these positions may be the
most able. Classroom training appears to be especially
effective for women who.are entering or reentering the labor
market.

For dislocated workers, the problem is identifying those
who are permanently displaced and those who are on temporary
layoffs. For example, one study found that about 70 percent
of the workers who received trade adjustment assistance
returned to their previous employer. Economic development
policies designed to deal with high regional unemployment
tend only to be effective in reducing structural unemploy-
ment when they are carefully designed to integrate employ-
ment and training services with other aspects of the de-
velopment schemes (see the Commission's Sixth Annual
Report). Relocation policies tend to be irrelevant for most
dislocated workers. There are some who move before a govern-
ment program can get to them and there are others who will
not move. The experience with trade readjustment assistance
was that few workers took advantage of the training offered
under that program.

This leaves the Unemployment Insurance system (UI) and
the Job Service as the major programs to aid the dislocated
worker during the adjustment period. Higher benefits and
longer eligibility periods for unemployment insu4ance can
increase the job search period but do not necessarily im-
prove the quality of the new job that a recipient obtains.
It is possible that better designed training and relocation
programs would be of value to dislocated workers. There is
considerable European experience on this issue and more
creative alternatives to extended benelits under UI might be
considered.

It is important to keep in mind that CETA and the other
federally supported employment and training activities
constitute only a small part of the Nation's overall

3. The forthcoming analysis by Howard Bloom of the
postprogram earnings gains of CETA participants cited in the
previous footnote will provide additional information about
the effects of classroom training, OJT, public service
employment, and work experience on each major race-sex
group's earnings.

451
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employment and training "system." As discussed by Janet
Johnston in chapter 4, most formal learning opportunities

are provided by elementary, secondary, and postsecondary

educational institutions. Private and public employers
(including the military) also provide a considerable amount

, of training. In 1980, only 7 cents of the Nation's training

dollar supported Federal employment and training programs,
of which perhaps 4 cents were expended for CETA.

Most of the $14 billion that the Federal Government
spent on employment and training activities in'fiscal year
1980 financed programs that serve people who require special
assistance in the labor market. Participants generally were

from low-income families, unemployed, ahd had low prior

earnings. It is this group that is least likely to have

access to the many training opportunities plovided by

private employers and is least able to afford to pay for its

own training.

17



CHAPTER 2

EMPLOYMENT AND TRAINING
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By

Steven G. Cecchetti,

Daniel H. Saks,
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EMPLOYMENT AND TRAINING POLICY
AND THE NATIONAL ECONOMY

In recent months, Congress has enacted unprecedented
changes in tax and expenditure policies in response to polfcy

initiatives by the new Administration. These initiatives re-
flect, in part, widespread dissatisfaction with the overall
performance of the economy during the previous decade. The ap-
parent slowdown in growth of output per worker from historical
trends, increases in marginal- tax rates and transfer payments,
increasing inflation, and the sluggish reaction of the economy
to the external shocks of increases in energy prices and import
penetration have all contributed to the rising concern about
economic prospects for the 1980's. This chapter reviews recent
developments in the level and distribution of aggregate eco-
nomic well-being and discusses the role of employment and
training programs in improving the operation of the economy
during the coming decade.

Last year, chapter 1 of the Sixth Annual Report dealt with
the employment consequences of anti-inflation policies and the
tax reductions that were subsequently enacted. The theme was
the economic environment for employment and training policy.
This year, the emphasis is reversed. Restraints on social pro-
gram expenditures as well as the upcoming debate over reau-
thorization of the Comprehensive Employment and Training
Act (CETA) suggest the desirability of evaluating the impact of
CETA programs and other elements of the employment and training
system on the economy. In particular, what contribution can
these programs make to improving the economy's performance?

While effective employment and training programs may help
individuals in many ways (as the succeeding chapters of this

report document) , there *are at least three ways in which such
programs can also help the economy as a whole:

First, such programs can increase the available goods and
services in the economy by making workers more productive and
more employable. Giving unskilled workers additional training

that they would not otherwise Obtain because of imperfect in-
formation, inadequate resources, or discrimination can increase
the potential output of the economy. Moreover, in times of
economic slack, direct job creation may put to'productive use
human and physical resources that would otherwise be

underemployed.

Second, employment and training programs can lessen the

burden of both unemployment and poverty that is now borne by a
small segment of the population. By choosing program partici-
pants from this segment, effective employment and training
policy can reduce this unemployment and poverty by making
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individuals self-sufficient rather than dependent upon
unproductive government transfers.

Third, these programs -can-help speed adjustment of the
economy to new and often unanticipated circumstances. The U.S.
economy must constantly adjust to changes in tastes, technol-
ogy, foreign trade, prices, and government poliCies. The re-
training of displaced workers to match better the changing re-
quirements of a dynamic economy can quicken the requisite ad-
justments and lessen the transitional loss in output and
employment.

The following three sections discuss the goals of increased
output and employment, equitable sharing of the burden of un-
employment and poverty, and least costly adjustment to new
economic environments. Each section first considers the state
of the economy with respect to each of these goals and then
examines both how and why Government policy might affect the
goal.

Increasing the Economy's Output with Employment
and Training Pro rams

The potential output of the economy at any particular time
is limited by the existing stock of resources and the state of
technology. These resources are physical (buildings and machines),
natural, and human (the training, experience, and education
embodied in the available work force). Properly designed
employment and training programs can expand the effective stock
of human resources and, as a consequence, increase the output
of goods and services.

The question of the contribution of human resource
development to economic growth is especially important in an
era when lagging productivity gains have exacerbated our
inflation problems. Table 1 reveals that both actual and
potential growth during the 1970's lagged behind that of the
1960's. Growth in the gross national product (GNP) and total
personal income per capita (adjusted for inflation) was
considerably lower in the past decade than in the previous
One. _Growth in labor productivity fell by one-half but there
is relatively little understanding of this phenomenon. Some
researchl has suggested that productivity growth during the

1. See Edward F. Denison, "Explanations of Declining
Growth," Survey of Current Business, Part II, August 1979 and
John W. Kendrick, "Productivity Trends and the Recent
Slowdown: Historical Perspective, Causal Factors, and Policy
Options," in Contemporary Economic Problems (Washington, D.C.:
American Enterprise Institute, 1979).
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Table 1

Trends in Various Economic Indicators
(Annual Percentage Rates Of Growth)

1957, 3rd quarter 1969,
to

1969, 4th quarter 1980,

4th quarter
to
1st quarter

GNP (adjusted for inflation) 3.78 2.48

Potential GNF(adjusted for
inflati,on) 3.62 2.63

Ratio of All Civilian Workers
to Total Noninstitutional
Population .13 .42

Output per Hour, All Persons
(Private, Nonfarm, Business
Sector) 2.44 1.04

FixedWeight Deflator for
Personal Consumption
Expenditure 2.11 5.25

Total Personal Income per.
Capita (adjusted for
inflation) 2.77 2.44

SOURCE: Potential GNP from Council of Economic Advisers;
all other series from Department of Commerce, Bureau of Economic
Analysis, Business Conditions Digest, various issues.
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1970's would have declined'10 to 15 percent more had it not
been for the increased education and training of the labor
force during that period. Although growth in output fell, the
economy was able to assimilate a large influx of new entrants
into the work force. At the same time, the ratio of employees
to working-age population grew at more than three times the
rate of the earlier decade. Potential output growth also fell
during the 1970's. This fall in the growth of potential GNP
can be attributed to numerous things, including the decline in
productivity, decreased investment, and higher energy prices.

Prices, as measured by an index (the fixed-weight deflator)
that measures Llle cost (in current dollars) ofobtaining the
goods and services purchased in 1972, rose nearly three times
more quickly during the 1970's than they did in the 1960's.
The acceleration in prices during the 1970's was in part a re-
sult of increased energy prices. To the extent that subsequent
wage increases were not offset by productivity gains,.this
inflation continued.

At the same time that the growth in output has been
falling, unemployment rates have been rising. Table 2'presents
the acVfual and so-called "fixed-weight" unemployment rates2
for sexal af the past 25 years. AS a result af the baby boom
generation's entry into the labor force, the percentage of the
labor force represented by persons between 'ages 16 and 24 was
much higher in 1980 than in 1957. This group, which contains
many people who are loolaling for work for the first time or
trying alternative jobs, .experiences more unemploythent than
older age groups. These data suggest that moSt of the rise in
the unemployment rate during the 1970's 4annot be accounted for
by the labor force growth of groups with characteristically
high unemployment rates.

While various hypotheses exist, there is no donsensus about
vihy the economy performed worse in the seventies than the six-
ties nor is ip possible to be entirely sanguine about the

2. The fixed-weight unemployment rate,adjusts for the fact
that the demographic components of the labor force have grown
at different rates. By weighting unemployment rates for all
demographic groups by their 1957 labor force shares, the fixed-
weight unemployment rate shows how much of the change in the
unemployment rate since then can be attributed to factors other
than the changing age, race, and sex composition of the work
force.
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Table 2

Actual and Fixed-Weight Unemployment Rates
(Percentage of the L1 r Force Unemployed)

1957 / , 1969 1980

,

Actual 4.27 3.50 7.1'

Fixed Weight 4.27 3.09 6.1

Note: The fixed-weight unemployment rate sums the
unemployment rate of each of 22 demographic groups weighted
by their share in the labor force in 1957.

SOURCE: U.S. Department of Labor, Bureau of Labor

Statistics, and Paul Flaim, "The Effect of Demographic
Changes on the Nation's Jobless Rate," Monthly Labor
Review vol. 102 (March 1979), pp. 13-23, and unpublished

tabulations.
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coming decade. The baby boom has been almost completely
absorbed into the labor force and the potential labor force
(adjusted to include the effects of a more experienced work
force) should grqw at just over half the rate experienced dur-
ing the 1970's.3 However, to the extent that a restric-
tive aggregate demand policy is pursued to reduce inflation,
high unemployment rates may persist during the next several
years.

Since any additional output associated with existing
Federal training programs would be so small relative to the
size of the entire economy, it is hard to determine whether
more s being produced by newly trained workers or whether they
have merely displaced existing workers. This displacement
question arises, of course, with.private sector investment as
well, but it is important to keep several conceptual points in
mind when evaluating the net effects of training programs.
First, only if an individual's earnings are higher after train-
ing is there any possibility that the output of the entire
economy has increased. Higher posttraining earnings (other
things equal) are necessary (but nat sufficient) to disprove
that displacement occurred. Second, it is incorrect to assume
that the amount of work to be done in the economy is fixed so
that displacement must occur. If a worker is expected to pro-
duce enough of an unsubsidized product to be hired, then it is
possible that further output expansion can occur without induc-
ing inflation. Third, whether or not output in the.economy
increases when individuals reap earnings gains depends on
whether the added output produced by the trained worker exceeds
the costs of resources (for example, equipment, classrooms,
teacher and student time) devoted to the training. The
question is whether the increased long-term capacity of.the
economy justifies the short-term costs of the employment and
training program. In addition, it does not matter if the
additional goods and services are pyblic or private. All that
is required is that society values them enough to offset their
social cost of production. ITOP,

If employment and training programs could help the economy,
why won't the private sector undertake such programs without
Government interventlon? The simple answer is that the private

3. Council of Economic Aavisers, "New Estimates of Potential
GNP," unpublished staff paper (March 1979).
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sector does engage in a great deal of training although there
is little knowledge about the size of such efforts.4 The

question is whether such private activity is too small in

scale. Individuals may underinvest in training because they do

not have easy access to loans for this purpose and they cannot

use their future earnings as collateral. Of course, these bar-

riers to human capital investment are especially prevalent

among the poor. Firms may underinvest in their workers' train-

ing because the workers might change jobs. In these situations,

the Government can encourage investment in training by lowering
the cost both to the worker and the employer.

There may be beneficial economy-wide consequences if
employment and training programs are designed to take people

from the pool of disadvantaged, low-wage, unskilled workers and

move them into the high-wage, skilled lob market. Specifically,

if programs are targeted to relieve pressure in labor markets
where skill shortages exist, training unemployed people may
reduce inflationary pressures in the short run and permit lower
unemployment rates in the long run.5

In addition, Government can facilitate the match between
unemployed workers and unfilled jobs. Some unemployment is the

result of the time it takes for workers and employers to find

each other. An employment service or information exchange can

help reduce the length of time both workers and employers spend

searching for each other.6 If this information is more

4. Stromsdorfer estimates that in 1975,approximately $50
billion was spent on occupational training in private

industry. For further discussion, see Ernst W. Stromsdorfer,

"Training in Industry,"in Workplace Perspectives on Education

and Training, ed. Peter B. Doeringer.(Boston: Martinus

Nijhoff, 1981), and chapter 4 of this report.

5. Martin Neil Baily and James Tobin, "Inflation-Unemploy-
ment Consequences of jbb Creation Policies," in Creating Jobs,

ed. Johg L. Palmer (Washington, D.C.: The Brookings

Institution, 1978).

6. Preliminary evidence on this has been reported by SRI
International, "A Pilot Evaluation of the Impact of the United

States Employment Service," prepared under contract for the

Office of Program Evaluation, Employment and Training Adminis-

tration, U.S. Department of Labor. This report is distributed

by the National Technical Information Service, Springtield,
Virginia 22161 as report PB 297 485/AS.
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cheaply provided on a large scale or would not be provided in
proper amounts by the private sector, Government involvement
could decrease unemployment and increase output. Of course,
some job search is appropriate in the real world where informa-
tion about the characteristics of prospective jobs and workers
is costly to acquire. There is a limit, therefore, to the
cost-effectiveness of these matchmaking efforts.

Two other kinds of employment and training policies can be
used to further the goals of general economic growth: Direct
job creation by government agencies and wage or training sub-
sidies to private firms or individuals. Public service employ-
ment (PSE) under CETA is an example of the first, while the
Targeted Jobs Tax Credit (TJTC) and on-the-job training (OJT)
programs under CETA are examples of the second. Both policies
have advantages and disadvantages that were discussed in the
Sixth Annual Report, and only a few issues win be reiterated
here.

An important question about any of these programs is
whether they change behavior or rirely provide windfalls to
persons already behaving as desired. In a public service
employment program, for instance, new jobs may not be created
if State and local governments put people eligible for the pro-
gram into previously existing jobs. A similar problem may
exist with a targeted wage subsidy program, if firms hire
people they would have hired anyway.7 Of course, placing
hard-to-employ people into regular jobs may improve their
long-term productivity so that the overall quality of the work
force may increase even though no new jobs are created in the
short run.

Direct job creation programs enroll people to participate
in projects not undertaken, by the private sector. As a con-
sequence, the value to society of the output from these pro-
grams has been questioned.8 If program participants are

7. One element of,this problem is retroactive certification
.of program eligibility. See the study conducted at the Ohio
State University by Randall Ripley, The Implementation of the
Targeted Jobs Tax Credit, Report Number 2 (Columbus: Ohio
State University, for the U.S. Department of Labor, 1981) , p. 55.

8. See Laurie J. Bassi, "Evaluating Alternative Job
Creation Programs," draft report to the National Commission
for Employment Policy (Washington, D.C.: The Urban Institute,
August 1981).
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involved in activities other than training, they will be pro-
ducing some type of service for their community. Moreover, to

the extent that participants would have been receiving Un-
employment Insurance or other transfer payments, the net gain

to society is increased. As in the case of all Government pro-
grams, however, it is important to determine if the cost of the
program exceeds the value society attaches to the goods and
services produced.

Since the ultimate goal of public employment programs is

placing people in unsubsidized jobs, there may be yet another

serious drawback. The skills and experience gained through
subsidized government jobs may not be transferable to either
private sector or regular public sector jobs. Even if the
Government is providing only training, there is no guarantee
that the'skills people learn will match those in demand in the

job market. On the other hand,.PSE--like private OJT--is a way

of generating stable employment experience and improving work
habits for hard-to-employ persons.

In examining training programs, as distinct from direct job
creation, one must ask Whether it is more efficient for the
Government to run training programs or to encourage private
firms to train additional workers. Efficiency in this context
refers both to lower budgetary cost for the Government and the
chosen program's employment effect. If the ultimate goal is to
place people in permanent, private sector jobs, it may be bet-
ter for private firms to do the training. People will gain
firm-specific skills along with general occupational skills and
training should be less time consuming, more relevant, and less

costly. Firms also may be induced to train additional workers
through targeted wage and training subsidiess

It should be emphasized that although it is extremely
desirable to encourage on-the-job training within firms that

will be the ultimate employers this is not always possible. If

the training required to perform a certain task is specific to
an industry but not to-a firm, either the trainee must bear the
cost (Ln the form of reduce4owages) or the Government may have
to provide a training stibsitty,or do the training itself. Firms

may not be willing to train someone whose skills are easily
transferable to a competitor and*individual workers may not be

able to undertake these investments because of discrimination,
poverty, imperfect information about opportunities, or
inability to borrow funds.
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While much of the,Federal support for employment and
training.programs has been aimed at generating a more produc-
tive work force, otherm,goals, including income support, have
also been pursued. Moreover, relative to the size of the
economy, Federal expenditures on employment programs have been
extremely limited, so it is unrealistic to have expected meas-
urable improvements in performance indicators like the un-
employment rate or per capita income from these programs. The
important point is that whenever the Government or private
sector make investment decisions about anything, from highways
to training, resources should be allocated where they make at
least as great a contribution to total output as any foregone
opportunity. Some employment and training programs, such as
Job Corps, are expensive but the return per dollar seems to be
relatively high. Others are cheap per participant but may not
be worth the cost. Full-time youth work experience with little
skill cantent may fall in this latter category.9 An
employment and training system ,that promotes investment in human
resources should reallocate resources in directions that produce
the highest returns and where the market generally fails most
seriously to perform adequately.

Redistributing the Burden of
Unemployment and Poverty

Employment and training programs are capable of aiding
people at the low end of the income distribution, as well as
those who are chronically unemployed, by lessening the inequal-
ity of economic opportunity. There is considerable evidence
that a large share of both poverty and unemployment is borne by
a small segment of the population.1° To the extent that
chronically flzsadvantaged persons can be identified, employment
and training programs can be designed to help move them into
labor markets where they may find stable employment and in-
come. In the short run it will usually cost more to make un-
skilled and hard-to-employ people more productive, rather than
to simply provide them with transfer payments. In the long
run, however, making people self-sufficient may be a less costly
means to increase economic opportunity for the disadvantaged
and to maintain the social cohesion essential for the health of
the economy and the Nation.

9. Cost-benefit ratios for various employment and training
programs are reported in National Council on Employment Policy,
"CETA's Results and Their Implications" (Washington, D.C.:
National Council on Employment Policy, September 1981).

10. See appendix A of this Report for Richard Freeman's
study.
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The nature of this labor market inequity is illustrated in
table 3 which presents unemployment rates for various years by
age, race, and sex groups. The proportion of unemployment ex-
perienced by adult white men has always been small in compari-
son with their labor force. Variations among the groups cannot
simply be accounted for by the fact that teenagers are just
starting their working lives'and many more womem are entering

or reentering the labor force. A striking feature of these
data is that the relative unemployment rates of these groups
have not narrowed in recent years.

Data froM longitudinal surveys indicate that most spells of
unemployment are short but that most unemployment is attribut-
able to long spells. For example, Clark and Summers11 found
that, in 1974, one-half of unemployment was due to spells lasting 3
months or more. In addition, they reported that 73 percent of the
total weeks of unemployment were accounted for by individuals who
experienced 15 weeks or more of joblessness. Forty percent of all
unemployment was experienced by the 2.5 percent of the labor force
who suffered more than 6 months of unemployment.

Further evidence on the concentration of unemployment can be
gleaned from the Panel Study of Income Dynamics conducted by the
Institute for Social Research at the University of Michigan.
Using this data set, investigators have concluded that there was a
great deal of stability in the unemployment patterns of adult male
heads of households' over the 1972 to 1975 period.12 While only
8.6 percent of the entire sample was unemployed in 1973, nearly
half the people who were unemployed in 1972 were also unemployed in
1973. This concentration of unemployment points to personal
attributes and human capital accumulation as important determinants
of labor market success. Employment and training,programs could
play a major role in moving these people into stable labor markets.
The movement of a small number of people with long histories of
unemployment into permanent jobs could significantly lower measured
unemployment rates. Once again, the policy-relevant question is

the long-term cost-effectiveness of this approach versus a program

of income maintenance.

11. Kim B. Clark and Lawrence H. Summers, "Labor Market
Dynamics and Unemployment: A Reconsideration," Brookings
Papers on Economic Activity no. 1, 1979, pp. 13-72.

12. Mary Corcoran and Martha S. Hill, "Persistence in

Unemployment Among Adult Men," in Five Thousand American
Families--Patterns of Economic Progress, ed. Greg J. Duncan and

James N. Morgan , vol.8 (Ann Arbor: University of Michigan
Institute for Social Research, 1980).
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Table 3

Unemployment Rates By Demographic Group
(Percentage of Labor Force)

Total Civilian

1957 1969 1980

Labor Force 4.3 3.5 7.1

Whites 3.8 3.1 6.3

Men, total 3.6 2.5 6.1

Men, ages 16 to 19 11.5 10.0 16.2

Men, ages 20 + 3.2 1.9 - 5.2

Women, total 4.3 4.2 6.5

Women, ages 16 to 19 9.5 11.5 13.9

Women, ages 20 + 3.8 3.4 5.6

Nonwhites 7.9 6.4 13.2

Men, total, 8.3 5.3 13.3

Men, ages 16 to 19 18.4 21.4 34.9

Men, ages 20 + 7.6 3.7 11.4

Women, total 7.3 7.8 13.1

Women, ages 16 to 19 20.2 27.6 .36.9

Women, ages 20 + 6.4 5.8 11.1

SOURCE: U.S. Department of Labor, Bureau of Labor
Statistics, Employment and Earnings, various issues.
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Although poverty in,this country has declined substantially

since the 1960's, earned income has become less equally distri-

buted. l'able 4 presents calculations by researchers at the
Institute for Research on Poverty on the distribution of family
income before and after transfer payments. From 1965 to 1978,

the distribution of earned family income (excluding transfers)

became less equal. Moreover, the proportion of individuals

with earned incomes below the official poverty line has
declined by only 5 percent.

These data suggest that the trend toward increased equality

of the income distribution has been the result of transfer
payments rather than increased labor market earnings.13 By

1976, nearly three-fourths of all the people who had been poor

were brought above the poverty line by Government transfer

programs (including in-kind programs like Medicaid). The In-

stitute for Research on Poverty estimated that, by 1980, only 4

percent of the population remained below the poverty leve1.14

Analogous to the persistence of unemployment is the persist-

ence of low earnings. A small group of people has persistently

low earnings.15 What is the link between unemployment, low

earnings, and poverty? Levy16 argues that the families of 25
percent of the able-bodied, working-age population have earned
incomes below the poverty level. But the connection between un-
employment and poverty has been weakened over the past 20 years

by several factors, including increases in governmental income
support programs, changes in the age composition of the labor
force, and an increase in the number of unemployed people with-

13. Some have argued that the rise in transfer payments
over the past 20 years may have reduced incentives to work and,

consequently, been responsible, through a shift in labor sup-

ply, for the decrease in earned income of those at the low end

of the income distribution.

14. Institute for Research on Poverty, "A Grant

Application submitted to the Assistant Secretary for Policy
Evaluation at the Department of Health and Human Services"

(Madison, Wis.: University of Wisconsin, February 1981).

15. Freeman, "Troubled Workers in the Labor Market,"
appendix A, reports that only abouf 5 percent of male heads of

households with permanent labor force attachment are in the
lowest tenth of the male earnings distribution 70 percent or

more of the time.

16. Frank Levy, "How Big Is the American Underclass?"
Working Paper 0090-1 (Washington, D.C.: The Urban Institute,

1979).
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Table 4

Distribution of Income for Families
and Unrelated Inqividuals

Percentage of Total Income

Quintile
Received by Each Quintile

1978
Earned
Income

Total
Income

Earned
Income

1965
Total
Income

.

1 1.32 3.93 0.76 3.86

2 9.62 10.82 7.77 9.85

3 17.99 17.65 16.82 16.74

4 26.05 24.97 26.69 25.17

5 45.03 42.62 47.95 44.38

Note: Total income includes all transfer payments while
earned income is earned through employment.

SOURCE: Institute for Research on Poverty, "A Grant
Application submitted to the Assistant Secretary for Policy
Evaluation at the Department of Health and Human Services"
(Madison, Wis.: University of Wisconsin, February 1981).



out family responsibilities.17 Nevertheless, a signifi-

cant overlap remains between the long-term unemployed and the

"pretransfer poor." Because of the earnings of other family

members, long-term unemployed persons are not necessarily poor.

Although there is evidence that the incidence of poverty,
especially for heads of households, increases with the duration

of unemployment, it is surprising to note that, on average, from

1972 to 1977 nearly 75 percent of husbands and 90 percent of

wives reporting unemployment of more than 6 months were not poor.

The situation is distinctly different for female heads of house-

holds, since more than half of those unemployed for 6 months or

more were classified as poor. In addition, approximately 2.5

percent of persons who worked full time all year in 1980 were

poor.18 Any attempt to link unemployment and income disad--

vantage encountel:s both conceptual and statistical difficulties.

It is clear, however, that both long-term unemployed people and

female heads of households encounter severe hardships in the

current economic environment.

How might" employment and training programs help equalize the

distribution of the burden of unemployment and poverty? The

answer to this question depends on whether being persistently

poor and unemployed can be remedied by further education and

training. The earlier discussion concluded that providing job

skills to disadvantaged individuals will not by itself create

new jobs. But to the extent that newly trained people can be

given opportunities in higher paying, more stable labor markets,

the burden of poverty and unemployment among the disadvantaged

can be reduced. Whether this goal is less expensively met by

programs such as jobs tax credits and Government-supported educa-

tion programs or by direct transfer to the poorest segment of

the population is an important issue. A proper assessment com-

pares current training or tax credit costs and the discounted

value of future transfer payments with the relative benefits of

the two approaches. The outcome of such a comparison is quite

sensitive to the rate at which future transfer payment costs are

discounted to the present. Wage subsidies suffer from the draw-

back already mentioned that the newly hired may simply take the

place of previously employed workers. This displacement may be

desirable purely on distributional grounds if the people targeted

in the wage subsidy program obtain training and are then subject

to smaller chances of unemployment in the future.

17. The discussion that follows draws on chapter 5 of the

final report of the National Commission on Employment and

Unemployment Statistics, entitled Counting the Labor Force

(Washington, D.C.: U.S. Government Printing Office, 1979).

18. U.S. Department of Commerce, Bureau of the Census,

"Money Income and Poverty Status of Families and Persons in the

United States: 1980," Current Population Reports, series P-60,

no. 127, p. 33.
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Efforts to improve economic opportunity have relied
increasingly on transfer programs over the past decade but
there is evidence (see chapter 4) that well-designed employment
and training programs can increase the long-term earnings of
disadvantaged persons. To the extent that anti-inflation ef-
forts are associated with high unemployment in the short run,
the poor who consequently suffer the most will continue to need
access to such employment and training opportunities.19

Facilitating Economic Adjustments

A healthy economy is constantly adjusting to changing
internal and external circumstances. These adjustments are
always costly to some people and industries and beneficial to
others. However, unless human and physical resources are re-
allocated regularly to more productive uses, the potential out-
put of the economy will decline. It is, of course, possible to
delay such adjustments and many individuals and firms will have
the incentive and ability to do so. However, there is a role
for Government in facilitating desirable adjustments by provid-
ing incentives for those affected by dislocation to obtain
alternative employment more quickly.

Workers in declining firms, industries, occupations,
and--especially--regions bear the burden of this adjustment
process and it is important to consider how employment and
training policies can ease that burden and encourage the flow
of such workers into more productive activities. Bendick and
Devine2° reported that workers who had been previously
employed in a declining industry or'occupation did not experi-
ence a significant increase in duration of unemployment; how-
ever, residing in a declining region did contribute adversely
to time spent unemployed. These resul,ts suggest that an ef-
fective relocation assistance or regional economic development
program might be an appropriate element of any policy for dis-
located workers in declining regions. However, premious re-
location programs have been ineffective and economiedevellop-
merit policies often do not help the structurally unemployed.21

lg. For a discussion of the distribution of income losses
associated with recessions, see Edward M. Gramlich, "Short and
Long Run Income Losses from Recession," Final Report prepared
for the National CommE.lion for Employment Policy (July 1981).

20. See appendix B of this Report.

21. For a discussion of the latter, see part II, section C
of the Commission's Sixth Annual Report.
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Some adjustments result in an overall gain to the economy

in which the benefits from the change are large enough to com-

pensate the losers and still increase economy-wide well-being.24

Increased international trade and competition benefit consumers

with better or cheaper products and benefit some producers in

trade-related industries but harm those in industries that face

substantial import competition.23 Hence, a compensatory

employment and training policy may be required in order to de-

velop a political consensus for free trade. The OPEC oil price

increases of the last decade resulted in a large transfer of

wealth overseas to oil producers and reduced permanent domestic

per capita income in this country. Employment and training

assistance may have been able to reduce the costs associated

with the transition to the new economic situation.

The foregoing discussion focused on structural adjustments

to new circumstances such as changing tastes, technology,

resource availability, and Government policy. In addition,

recurring cyclical adjustments result from periodic fluctua-

tions in the demand for goods and services in the economy.

Countercyclical monetary and fiscal policies have attempted

(with mixed success) to dampen fluctuations of output and

employment. However, recessions are a painful and expensive

approach to reallocating resources among alternative uses. If

employment and training policies can speed resource realloca-

tion without prolonged periods of high unemployment, they can

increase the capacity of the economy to produce more goods and

to reach higher levels of employment without accelerating

inflation.

Several questions arise concerning the role of employment

and training policy in aiding adjustment: First, is it likely

that the recent pace of economic adjustment will concinue or

even increase? Second, will this adjustment generate problems

that suggest a role for Government intervention' Third, do

policies exist that might contribute to more rapid adjustment?

The remainder of this section will deal briefly with these

questions.

22. For a discussion of the desirability of compensating

individuals affected adversely by Government policy changes,

see Robert S. Goldfarb,'"'Compensating Victims of Policy

Change" Regulation (September/October 1980) , pp. 22-30.

23. See National Commission for Manpower Policy, Trade and

Employment; Special Report no. 30 (Washington, D.C.: U.S.

Government Printing Office, November 1978) , for a more detailed

discussion.
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Two unexpected sources of dislocation during the 1970's
were the indreasing internationalization of the U.S. economy
and the trebling of energy prices. (See table 5.) It is Un-
likely that such dramatis events will 'occur again soon bpt such
matters are unpredictable. A strengthened dollar has induced
further import growth but the high price of oil has encouraged
both conservation and increased energy supplies.

To the extent that recenetax changes stimulate investment
in physical capital, there are likely to be some beneficial con-
sequences for employment.24 How will the new structures,
equipment, machines, and the technology they embody affect the
quantity and quality of human resources? It has been argued
that a more skilled work force will be needed in the future to
use effectively the more.capitel-intensive techniques of pro-
duction that may be employed 4n a "reindustrialized" economy.
Other analysts, however, haVe argued that technological progress
may actually reduce skill requirements by making tht tasks per-
formed on theITA-Tiore simple and routine.25

Rumberger26 has decently examined changes in the aggregate
distribution of job skill requirements in the U.S. economy
between 1960 and 1976. Rumberger's evidence suggests that the
distribution of skill requirements across broad occupational *
categories narrowed considerably during this period.. That

24. For a discussion of the consequences of capital tax
subsidies for employment, see Paul Courant and Geore"Johnson,
"The Effect of Capital Subsidies on Employment," Technical
Paper T-81-2, 1981, National Commission for Employment Policy.

25. Harry Braverman, Labor and Monopoly Capital (New
York: Monthly Review-Press, 1974 .v-pp.-251-6; James R. Bright,
"The Relationship of Incr_easknAutomation and Skill
Requirements," in the National Commission on Technology,
Automation, and Economic Progress, The Employment Impact of
Technological Change (Washington, D.C.: U.S. Government
Printing Office, 1966) , vol. II, pp. 203-21.

26. Russell W. RUmberger, "The Changing Skill'Requirements
of Jobs in the U.S. Economy," Industrial and Labor Relations
Review vol. 34 (July 1981), pp. 578790.
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Table 5

Trends in Import Penetration and Energy Prices

Imports as a Index of Energy Ratio of Energy to
Percentage of GNP Pricesa All Pricesp
(Current Dollar) (1972=100) (1972=100)

1960 4.6 82,3 114.5

1970 5.9 94.0 101.(0

1980 . 12.1 306._4 171.2

a. This.index was constructed from the total energy component of the

Personal Consumption Expenditure (PCE) deflator and includes ga's and oil,

fuel oil and coal, electricity, and natural gas.

b. This index is the ratio of the energy price index to the total PCE

deflator, multiplied by 100.

SOURCES: Economic Report of the President, 1981, tables B-I and 8-57;
Economic Indicators, June 1981, p. 1; and U.S. Department of Commerce,

Bureau of Economic Analysis, unpublished tabulations.



ifik there was a decrease in both low-skill and high-skill jobs
and an increase in jobs requiring middle-level skills. The
important question is whether this compression of skills will
be-affected by the capital subsidies recently enacted.

Although workers in the U.S. economy are very mobile across
industries andtoccupations, older workers are less mobile than
average. Japan's system of lifetime employment (affecting per-
haps a third of itd work force) has been widely discussed in
this country but a substantial number of Americans work under a
similar system. Almost one-third of all-civilian men aged 55
to 59 had in 1978 been with the same =In for more than 20 ,

4years.27 To the extent that a substantial number of workers
expect.such a job tenure pattern, major dislocations would dis-
appoint their expectations and create pressures for protection
from change. Conversely, evidence presented in chapter 3 in
this Report questions whether targeting resources on declining
industries or occupations would reach people in trouble. This-
evidence suggests that a system designed to deal with disloca-
tion at the level of the individual worker, regardless of
industry or occupation, is likely to be the most appropriate.

If the-re'are many workers who face the prospect of/labor
market dislocation, .how can the employment and training system
help? In considering the scope for fruitful Government assis-
tance, it is *important to remember that most workerS who leave-
their jobs find new ones by themselves (often in different
parts of the country) with only Unemployment Insurance paymwats
to support their search. Some manage to avoid any unemployment
at ali between jobs. Hence, one danger of special adjustment
assistance, as with almost any similar rogram, is that people
who 1.47Duld adjust without Government helj3, rIther than those
people in iong-run trouble, might receive scarce funds. The
Trad Adjustment Assistance program provides a good example of
this danger. SeVenty-two percent of a sample of TAA rec.pients

71
were iback at their old jobs after an initial spell of une ploy-
ment.28 This finding illustrates the difficulty of iden i-
fying the permanence of layoffs associated with trade-related

27. Calculatdd from data in "Tenure of Current Job by Sex,
January 1978," Special Labor Force Report 235 (Washington,
D.C.: U.S. Department of Labor, Bureau of Labor Statistics,
1979).

28. Walter Corson, "Survey of Trade Adjustment Assistance
Recipients," Final Report (Washington, D.C.: U.S. Department
of Labor, International Labor.Affairs Bureau, September 1979).
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displacement. Few workers received relocation assistance and/
most who did returned to their former,hometowns. As one might
expect, older workers tended to be less willing to relocate/I
However, to the extent that older workers have greater seniority

rights, their layoff problem becomes acute only when plants are
shut down and entire communities are affected.

Furthermqre, workers who have more general skills are more

likely to find satisfactory reemployment.29 In a study of
the reemployment of engineers who designed vacuum tubes in the

eat-1y 1950s, Mooney30 found that tilose who had more training
in mathematics and physics were likkly to find good engineering
jobs after the transistor replaCed such tubes. When the

average high school graduate can;expeCt 50 productive years in

the labor market, the best.hope,for a flexible labor market is

to make sure graduates have the'basic skills that complement
the specific training they will get on the job.

A sound unemployment insurance system is one of the
critical comyonents of a program for displaced workets. By as-

'--suring a minimum income during job search, resistance to soci-
ally beneficial change may be lessened. The problem is that
overly generous payments provide an incentive to continue

p.ptentially unproductive search. It may be desirable to devise
programs other than extended benefits for workers who are un-.
employed for long periods of time. Retraining, relocation, and
other programs, as well as a redesign of benefits along the
lines of lump-sum payments to the unemployed or subsidies for

more rapid reemployment, should all be considered.

A dynamic economy is always generating new winners and

losers in the labor market. Since the GoVernment cannot easily

identify these individuals in advance, latOr market policies in

this regard May have to resporld to hardsh±k only after.it is

revealed. Nevertheless, a well-designed adjustment program can

compensate the losers and facilitate their return to productive

employMent.

29: The desirability of general education when the

likelihood of job changing is high'is examined.by W.R. Johnson,

"The Demand for General and'Specific Education with Occupa-
.tional Mobility," Review of Economic Studies vol. 46 (October
1979), pp. 695-705.

30. Joseph D. Mooney, "An Analysis of Unemployment Among
Professional Engineers and Scientists," Industrial and Labor
Relations Rev4ew vol. 19 (July 1960.
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( Conclusion

During the 1970's, the U.S. economy was beset simultaneously
by rising energy prices, increased import penetration of key
domestic industries, higher inflation, and a slowdown in produc-

tivity growth. At the same time, the labor market absorbed an
unprecedented number of new entrants and unemployment rates
rose. Against the backdrop of this painful historical experi-
ence, consideration has recently been given to the economic
prospects for the coming decade and--in particular--to the role
of the Government in devising strategies to cope with further

dislocations.

Because of its limited size and purpose, the employment and
training system is not a panacea for all of the current and
prospective problems of the labor market. It can, however, be a
useful adjunct to other policies by encouraging the development
of human resources, providing equal opportunity to attain econo-
mic self-sufficiency, and minimizing the costs of adjustment.
To accomplish these tasks requires continued development of a
set of programs that responds to economic change and allocates
resources to best attain social goals. Many elements of the
present system are good but other parts are not. The recent
budget cuts, as well as legislative requirements to reexamine
CETA during the next year, make this a good time to consider how
to refocus a system that has grown pdecemeal under bipartisan
support.





GROUPS IN NEED OF EMPLOYMENT AND TRAINING ASSISTANCE

The preceding chapter described three ways that employment
and trainin6 activities could improve the performance of the

economy: BY increasing total output and employment, by lessen-

ing the inequality of economic opportunity, and by facilitating

economic adjustments. The decision to emphasize one goal rather

than another is closely linked to decisions about who is to be

served. This chapter is intended to provide information to help

policymakers with these decisions.

As the Comprehensive Employment and Training Act (CETA) and

other parts of the federally supported system are considered for
reauthorization and as the Administration and Congress make bud-

get decisions that determine which parts of the system will be
emphasized, the following issues arise:

o Who will need special employment and training assis-
tance in the 1980's? Are the needs of different groups
so diverse as to require separate programs and systems
to serve them?

o How should program eligibility be defined? Who should

define it?

Most of this Chapter provides information relevant to the

first set of issues. It summarizes our knowledge about three

groups who are encountering problems in the labor market--young

people who are having trouble getting a foothold in the market,

adults who have never been well integrated into the labor

market, and experienced workers who,have been displaced.

The second section of the chapter discusses several
eligibility issues that have arisen in CETA. This program is

the largest of the federally supported employment and training

programs, although it represents only a small part of the

Nation's overall employment and training activities. As

detailed in chapter 4, CETA is the part that most directly

focuses on the employment and employability development needs of

disadvantaged youth and adults. Government assistance to dis-

placed workers has largely taken the form of temporary income

support through the, Unemployment Insurance system, and, more

recently, trade adjustment assistance. The Administration and

Congress will need to decide whether CETA (or its successor)
should continue to focus on disadvantaged people and whether the

needs of "mainstream" displaced workers should continue to be

met by other parts of the publicly or privately supported
employment arid training system.
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Who Is Failing in the Labor Market?

In 1980, 118 million people worked or looked for work, of
whom 18 percent (21 million) experienced some unemployment.1
Who experienced problems that warrant special employment and
training assistance? There is a considerable body of data and
research that establishes several clear patterns about who is
failing in the U.S. labor market. Three groups can be pin-
pointed: -(1) Youth who are not getting off to a good start in
the labor market, (2) adults who have never been successful in
the labor market, and (3) experienced workers who have been
displaced from their jobs.

In the Commission's Fifth Annual RAport and in supporting
studies, we extensively assessed the labor market problems con-
fronting disadvantaged youth.2 This year, Richard Freeman
reviewed the labor market problems of adults and Marc Bendick
and Judith Radlinski Devine analyzed the third group, dislocated
workers, for the Commission. Their reports appear in the
appendixes. The discussion that follows draws heavily on these
studies.

Youth

The majority of Federal support for employment and training
assistance is used to provide employment opportunities for
economically disadvantaged youth and to increase their employ-
ability. Should young people continue to receive such emphasis?

The analyses undertaken by the Commission and others
strongly indicate that some youth face serious labor market
problems that may not go away with age. The Commission was
concerned especially with the prospect that some young people
are not being adequately prepared for adult work roles. In
particular, youths who are members of groups that have faced
discrimination, including women and minorities, or who are from
low-income families face the greatest risk of experiencing per-
sistent joblessness and low wages.

1. U.S. Bureau of Labor Statistics, "Over 21 Million
Encountered Some Unemployment During 1980," U.S. Department of
Labor Press Release 81-413 (August 28, 1981), table 1.

2. National Commission for Employment Policy, Fifth Annual
Report: Expanding Employment Opportunities for Disadvantaged
Youth, Report no. 9 (Washington, D.C.: U.S. Government Print-
ing Office, 1979). See also, Daniel H. Saks and Ralph E.
Smith, "Youth with Poor Job Prospects," Education and Urban
Society, forthcoming.
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Unemployment 'rates among teenagers and young adults have
always been much higher than the rates of older labor force
participants. For example, in 1980 the unemployment rate of
teenagers was 17.7 percent; among labor force participants ages
20 to 24 the rate was 11.5 percent; and among participants age
25 and over it was 5.0 percent. Similarly, the wages of young
people tend to be much lower than those of adults. In the
second quarter of 1981, the median weekly earnings of young men
(ages 16 to 24) who worked full time were $225, compared with
$374 for men age 25 and over; the earnings differential among
women was much narrower and the amounts much smaller ($181 vs.
$234).3

These differentials by themselves may not be a serious
problem. Unemployment is higher for young people in-part
because many are looking for their first jobs, summer jobs, and
after,-school jobs. Also, in the process of learning about the
job market, some will move from one job to another. This mobil-
ity has benefits as well as costs. Moreover, it is reasonable
for employers to prefer more experienced or mature workers for
many kinds'of jobs. They may exercise this preference either
by not hiring young people or by hiring them at wages lower
than those they would offe_r_to experienced workers. Firms that
hire youths and provide them with on-the-job training may, in
effect, be paying the young workers with career preparation as
well as cash.

A much more serious problem' is the large differences in
labor market success between groups of young people. Most
dramatic are the differences by race and ethnic origin. In
1980, the unemployment rate among white teenagers was 15.5 per-
cent; among Hispanic teenagers it was 22.5 percent; and among
black teens it was 38.6 percent. Young people living in poverty
areas, especially in cities, are even more likely to be unem-
ployed. For example, in 1980, the unemployment rate amonq black
teenasars in metropolitan poverty areas was 44.9 percent.4
As will be discussed in the next section, these differences per-
sist into adulthood.

3. U.S. Bureau of Labor Statistics, "Weekly Earnings of
Workers and Their Families: Second Quarter 1981," U.S.
Department of Labor Press Release 81-412 (August 26, 1981),
table 5.

4. U.S. Bureau of Labor Statistics, "Employment and
Unemployment: A Report on 1980," Special Labor Force aeport
244 (April 1981).
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Young women, as a group, face the probleM of frequently
being prepared for stereotypically female ocOvations, jobs
that generally have lower wages than other ocdt4pations and
fewer opportunities for advancement. This contibutes to the
large differential in wages between adult women \and men. As

'noted in the next section, adult women, especialir those who
head households, are'much more likely than adult then tO have

chronic labor market problems.5

A related problem is the extent to which youth u employment
is concentrated among a small number of people. For xample,

one study estimated that about three-fourths of the to al amount
of unemployment experienced by youth in 1977 was incurrOd by the
8 percent of the young labor force participants with 15 Pr more

weeks of unemployment.6 For these youths the benign explana-
tions of normal job search and job shopping before settling down

simply do not hold.

Analyses of the causes and consequences of early labor mar-
ket failures suggest the likelihood that, if the causes are not
treated, the individual is at risk of facing serious labor
market problems as an adult as well. The adults may be more
mature, motivated, and ready to settle down, but if they dropped
out of school or graduated without having mastered the basic
skills needed to get and hold a job, the risk of failure will
persist. Moreover, there is some evidence that experiencing a
sustained lack of employment while young may "scar" people and
cause them to have lower earnings later in life.7 In effect,

they may have missed opportunities for on-the-job training and
the credentials associated with work experience.

5. In 1980 our Commission conducted a major examination of
the labor market problems of disadvantaged women and made a
:lumber of recommendations for improving the treatment of women
in federally sponsored vocationaa education and employment and
training programs. See National Commission for Employment Pol-
icy, Increasing the Earnings of Disadvantaged Women
(Washington, D.C.: U.S. Government Printing Office, 1981).

6. Robert Lerman, "An Analysis of Youth'Employment Prob-
lems," in Vice President's Task Force on Youth Employment, A
Review of Youth Employment Problems, Programs and Policies,
vol. (January 1980).

7. Mary Corcoran, "Estimating the Long Run Cost of
Unemployment During a Recession," NCEP Technical Paper T-81-.3,

1981. -
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In planning employment and training activities over the
ne%t decade, one of the few changes that can be predicted with

confidence is the decline in the number of teenagers and young
adults, as the members of the post-World War II baby boom

mature. The size of the population ages 16 to 24 has already

begun to decline and will continue to do so throughout this
decade and the beginning of the next. The Bureau of Labor
Statistics projects that, even with continued increases in the
labor force participation rate of youth, theirlabor force
should decline from 25 million in 1980 to about 23 million by

1990.8 This drop would reduce the youth share of the total
labor force from its current 23.5 percent to 18.4 percent.

The reduction in the size of the youth population and labor
force should make it easier for the current generation of young

people to find jobs and prepare for adult work roles. It is

not clear, however, whether the changing demographics will be

of much benefit to the youths who have been most at risk. In

particular, the numbers of black and Hispanic youths in the

population and in the labor force are not expected to decline
significantly during this period. Minority youth experienced
substantial labor market problems in the 1960's when there were

relatively few youths and, low overall unemployment. The reduc-

tion in cohort competition should help minority young people,

but it is unlikely to be an adequate substitute for activities

that make these people more employable.

Adults with Chronic Labor Market Problems
,

By the time most people are in their mid-twenties they have

completed their formal education and are either working outside

the home or are homemakers or both. At least for men, the

majority are in jobs that offer opportunities for advancement
in earnings or equip them to move to another, more rewarding,

job. As discussed in the preceding section (and at length in

the Commission's Fifth Annual Report), there are important
exceptions to this generally smooth-functioning market pro-

cess. Some youths are not prepared to assume normal adult work

roles. Most Fedesal support for employment and training assist-

ance is intended to provide work and learning opportunities for

this group This section summarizes our knowledge of the
characteristics of the adults who a e failing in the-labor

market. The emphasis here, as in t e programs themselves, is

on persons with chronic labor marke problems, persons who are

unlikely to be able to afford unsubsidized training.

8. Howard Fullerton, "The 1995 Labor Force: A First

Look," Monthly Labor Review (December 1980), pp. 11-21.

.M. moor
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The statistics on the characteristics of unemployed people
and workers with low wages are familiar. Month after month,
the Current Population Survey shows that minorities have higher
unemployment rates than whites; that women usually have higher
unemployment rates than men; and that, in general, the likeli-
hood of being unemployed is inversely related to a person's
level of education and skills. Similar patterns are reflected
in earnings statistics.

The study by Freeman (in appendix A) differs from the more
familiar point-in-time Inalyses in that it 'examined what hap-
pened to the same individuals and their families over a period
of approximately a decade. This is important for, employment
and training policy analysis because it provides insights into
whether a person's immediate problems are permanent or transi-
tory.- If the problems will go away without the Government's
spending any money on them, the case for special assistance is
weaker.

Freeman's research, along with that of other labor market
analysts, suggests that some people are experiencing problems
in the labor market that are far more serious than even the
conventional statistics indicate. For some people, low
earnings and unemployment have proved extremely persistent.
Specifically, Freeman found that among men who were heads of
households and labor force participants throughout the 10-year
period beginning in 1969, 70 percent were never in the lowest
tenth of the earnings distribution for men. Another 18 percent
had earnings that put them in the bottom decile once, twice, or
three times during the decade; 3 percent were at the bottom
four to six times; and 5 percent had earnings that put them at
the bottom at least 7 of the 10 years. This last group could
reasonably be counted as permanently disadvantaged in the labor
market. Some of those who were in the bottom decile fewer years
could also be counted, in that their "upward mobility" con-
sisted of getting only one decile up from the bottom. But even
restricting the group to the 5 percent who were at least seven
times in the lowest decile, Freeman estimates that this hard
core accounts for 44 percent of the person-years in the lowest
decile during the decade.

His findings for female heads of households are even more
disturbing. They, too, include a small grdup without any earn-
ings mobility. Compounding this problem is that the earnings
of women, as a group, are much lower than those of men. Hence,
among women who headed their own households and were in the
labor force for the entire decade, 21 percent had earnings
every year that put them in the bottom earnings decile for men.

Analyses of the recurrence of unemployment reveal similar
patterns of concentration and persistence. Research by Clark
and Summers found that although most people do not remain unem-
ployed for long periods, some do experience recurrent spells of
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unemployment.9 They estimate that a small portion of the
labor force accounts for the majority.of all unemployment.

Who are the adults with severe labor market problems? ot
surprisingly, they appear to be the adult counterparts of the
youths who were failing in the labor market. Indeed, they may
often be the same people, although longitudinal studies have
not yet followed people long enough to establish this. Freeman's
statistical analysis confirms the associations between low
earnings and lack of skills, lack of educati9n, illiteracy, and
membership in a demographic group that has f&ced discrimina-
tion. He also found these characteristics associated with the
frequency of being in the lowest earnings decile.

A particularly striking finding is that the likelihood of
being in the lowest decile can be predicted with greater accu-
racy by knowing if the person was previously in that decile
than by knowing all of the measurable characteristics (such as
age, race, and educational attainment) of the individual. If

someone wants to predict whether an individual is likely to be
a low earner next year, information about that person's
earnings this year is a better guide than anything. else._

Dislocated Experienced Workers

There is general agreement that economically disadvantaged
unemployed persons are an appropriate group on which to focus
employment and training assistance. A major issue in developing
the next generation of employment and training legislation is
whether "mainstream" workers who lose their jobs should also be
eligible for assistance. If so, should they have their own
programs or should they be eligible for the same activities as
disadvantaged unemployed people? In other words, should
federally supported employment and training activities remain
focused on the disadvantaged or should'they be opened up to
nondisadvantaged dislocated workers?

Most of the assistance this group now receives from the
Federal Government is temporary income r4upport to offset part
of lost earnings. Unemployment Insurance is the major program,
providing a total of $15 billion in regular and extended bene-
fits to over 10 million unemployed people in fiscal year 1980.
.In addition, some unemployed experienced workers are eligible
under the Trade Readjustment Act (TRA), the Redwood Parks Act,

and other ad hoc legislation. Eligibility and benefits Lnder
TRA were considerably tightened recently after total benefits

9. See chapter 2.
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had multiplied several-fold to $1.6 billion in fiscal year
1980. Also, under the recent amendments, TRA recipients must
be villing to participate in retraining to be eligible for the
benefits.10

The United States has had very little recent experience
with retraining displaced workers. .Few workers have taken
advantage of the 'retraining provisions of the old TRA and many
of those who did are reported to have been motivated by the
additional income support associated with the training.11
The upgrading and retraining part of CETA (title II(C)) also
could be used for dislocated workers who are not disadvantaged.
Available information on the characteristics of program partic-
ipants, however, indicates that very few use this provision.12

As background for the expected policy debate on whether
"mainstream" dislocated workers should become a priority group
for federally supported employment and training assistance, the
Commission sponsored research on the number and characteristics
of dislocated workers, using various definitions of disloca-
tion. That study, by Marc Bendick and Judith Radlinski Devine,
is included in appenOix B of this report. Their findings, along
with those of other studies, raise serious questions about the
equity and the efficiency of providing substantial Federal sup-
port for retraining dislocated workers in general.

10. The Omnibus Budget Reconciliation Act of 1981 narrows
the grounds for being *eligible for adjustment assistance, limits
the maximOm amount of allowances payable, and authorizes the
Secretary of Labor to approve training when it is determined
that there is no suitable employment available to the worker,
there is a reasonable expectation of employment following com-
pletion of training, the training is available, and the worker
is qualified.

11. Harry Gilman, "Adjustment Assistance to Displaced
Workers: Summary of Findings," prepared for NCEP Conference on
the Future"Direction of Federal Employment and Training Poli-
cies,-September 1981. The actual and potential role of CETA in
dealing with dislocated workers is currently being examined for
the Commission by Michael Barth and others at ICF Incorporated;
see ICF, "The Role of CETA in Providing Services to Nondisad-
vantaged, Displaced Workers," forthcoming.

12.' 1981 Employment and Training Report of the Presidemt,
table F-10, forthcoming.
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One way of distinguishing dislocated workers from other
unemployed people is in terms of their past industrial or occu-
pational attachment or location. One operational definition
used by Bendick and Devine is that the person has been unem-
ployed more t an 8 weeks, is betWeen the ages of 22 and 64, and
had been work ng in a declining industry. Using this defini-
tion, they es imate the number of dislocated workers in early
1980 at 400,0 0.13

The characteristics of the dislocated workers identified by
Bendick and Devine ditfer substantially from those of the dis-
advantaged workers described earlier. Dislocated workers are,
on average, more affluent than disadvantaged people. For ex-
ample, among the 400,000 persons who_were unemployed at least 8
weeks and had been working in a declining industry, nearly half
were in'families with incomes above $10,000 in the previous
year (1979). This figure reflects not only these people's
wages during the portion of the years that they worked, but
also their Unemployment Insurance and the earnings of other
family members. In comparison with unemployed individuals from
low-income families, dislocated workers are much more likely to
be recipients of Unemployment Insurance benefits and to have
other workers in the family; dislocated workers are less likely
to be receiving AFDC or other welfare payments.

In the sense that dislocated workers have characteristics
that are usually associated4with job-finding success, these
people are also more employable than are unemployed people from
low-income families. Among the workers dislocated from declin-
ing industries, for example, 66 percent were high school gradu-
ates, compared with 56 percent of the adults from low-income
families who had been unemployed at least 8 weeks in the same
period. Moreover, 31 percent of the dislocated workers were
black, Hispanic, or members of'another minority group, compared
with 43 percent of the low-income unemployed. A statistical
analysis conducted by Bendick and Devine found no significant
association between being from a declining industry (or
occupation) and the duration of unemployment.

13. The exact count is, of course, sensitive to the dura-
tion of unemployment and criteria used to determine whether the
person's past employment was in a declining industry, occupa-
tion, or region. Using alternative definitions, Bendick and
Devine estimated the number of dislocated workers in early 1980
to range from 90,000 to 900,000. The numbers are also sensitive
to the period of observation. In March 1980, the Nation's
unemployment rate was 6.3 percent and had been rising. Presum-
ably their estimates would have been lower if they had used a
period of lower overall unemployment or turbulence.
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Thele findings do not mean that dislocated workers are
experiencing no problems. Bendick and Devine found, for
example, that one-quarter of the workers from Ceclining indus-
tries who had been unemployed for at least 8 weeks in early
1980 were from the motor vehicle industry. Many of them had
already been unemployed for 6 months. Also, dislocated workers
from declining regions did experience above-average durations
of unemployment; it appears to be easier to change industries
and pccupations-than to change locations.

The issue is whether dislocated workers, as a group, are an
appropriate target for Federal employment and training assist-
ance. These people are not so poor as current CETA partici-
pants. But they are experiencing substantial income losses.
Unemployment Insurance and related programs recognize the
importance of helping a family maintain its Standard of living
during periods of temporary unemployment. To the extent that
some of these dislocated workers will not be able to return to
their previous jobs, employment and training assistance is a
logical extension of Unemployment Insurance.

Iteeman's study indicates that some workers who experience
a sudden decline in earnings (an alternative indicator of dis-
location) do not recover their previous economic position.
Studies of trade-displaced workers, for example, find that many
of the one-quarter to one-third of the workers who did not
return to their old jobs incurred substant al earnings losses.

The major efficiency issue here is whether retraining or
other labor market assistance (in addition to, or instead of,
income transfers) can be effective in helping displaced workers
to adjust more quickly or to become more productive than they
otherwise would. At a minimum, for the assistance to be effec-
tive would require the ability to identify the dislocated work-
ers who are least likely to be recalled and are least likely to
be able to make the necess ry djustments on their own.
Otherwise, the Federal Governm t is likely to pay for serviCes
that are either not needed or would have been obtained by the
participants without the program.

Program Eligibility

Few issues that will be considered in red,.1signing the fed-
erally supported employment and training systemare more com-
plex or.controversial than those involving who should be
served. Federal money for employment and training assistance
is limited and there are many legitimate claimants. Who should
decide among them and how? mhe legislation authorizing most
current Federal support specifies eligibility criteria. Should
eligibility decisions, instead, be left to the program opera-
tors? If the Federal Government is going to continue tc target
its help to specific groups, are the existing criteria the best
ones to use?
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CETA replaced the Manpower Development(and Training Act

t))

(MDTA) of 1962. The earlier legislation was enacted at a time

when the Administration and Congress were es eciaily-concerned
with the need to retrain experienced worker who4had become

unemployed a a result of shifts in the Nation's skill reggire-

ments. However, the focus quickly shifted to the needs of com-
petitively disadvantaged people.- By 1966, MDTA was explicitly

part of the War on Poverty and 65 percent 6-f-the tmthtng-pasi-
tions had to be filled by the disadvantaged. That term was
defined as a person having two or more of the following char-

acteristics: Nonwhite, less than twelfth-grade education,
unemployed at least 15 weeks, under age 22 or over age 44,

handicapped, or receiving public assistance.14

When CETA was enacted in 1973, the emphasis bn serving the
disadvantaged was retained and--especially in the 1978 CETA

amendmentsstrengthened. The legislation in effect today r

states its purpose to be "to provide job training and employment i

opportunities for economically disadvantaged, unemployed, or
underemployed persons which will result in an increase in their

earned income...."

The State and local prime sponsors who operate most of the

programs .authorized by CETA are provided detailed criteria for
determining who can be admitted into the programs. To be eli-

gible for the comprehensive services authorized by title II(B)
(the largest component of CETA under the 1981 Omnibus Budget
Reconciliation Act), an individual must be both economically
disadvantaged and unemployed, Underemployed, or in school.

The main basis for determining whether someone is economi-
cally disadvantaged is whether he or she is in a family whose
income during the previous 6 months (excluding Unemployment
Insurance, welfare payments, and certain other unearned income)

was less than 70 percent of the "lower living standard," as
defined by.the Bureau of Labor Statistics (BLS) , or whose
income qualified the family for cash welfare payments.15 The

same income cutoff is used to determine eligibility for the

14. For a history of the MDTA program and its evolution,

see Garth Mangum, MDTA: Foundation of Federpl Manpower Policy'
(Baltimore: Johns Hopkins University Press, 1968).

15. The levels of income that correspond to 70 percent of
the lower family budget issued by :he Bureau of Labor Statistics
are adjusted annually to reflect changes in living costs. The

Department of LOor calculates these levels for each, of the
prime sponsors. --'For a family of four in most parts cif the

country, the income cutoff is currently between $8,800,,and

$11,00 . Where the poverty line is higher than this level, it

may b used instead. In addition, "economically disadvantaged"

is de ined in the law to include certain foster children,
hand capped persons, and persons who are institutionalized or
are receiving institutional services.
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Job Corps and the summer youth program, while a slightly higher
cutoff (85 percent of the lower livoing standard) is used for
the youth programs authorized under title IV(A).

The latest data on CETA participant characteristics clearly
show that prime sponSore are serving Vle disadvantaged popula-
tion as_mandatOd by the legislaV.on. For example, at least 95
percent of the participants in title II(B) activities in fiscal
year 1980 were in families with incomes at or beloW the poverty
'line or 70 percent of the lower living standard; nearly half
were members of minority groups; 27 percent received &blic
assistance; 29 percent were school dropouts; 9 percent were
handicapped; and 9 percent were ex-offende&e.16 The majority
were female and nearly half were-under age 22. Most were either
unemployed or in school when they entered the program. Of those
Who reported wages prior to program participation, half had
been earning less than $3.11 pe our.

In one sense, the recent termination of the public service
employment (PSE) activities that had been aqthorized by titles
II(D) and VI simplifies the CETA eligibility debate.4 In recent
years, it was PSE more than other compopents of CETA that was
the battleground for fights over who should control program par-
ticipation. State and local governments were interested in the
services produced by the PSE participants, as well as in helping
low-income people. Sometimes these goals conflicted.17
Prior to the 1978 CETA amendments, participation in some PSE
activities was open to unemployed people regardless of family

16. All data on participant characteristics reported in
this section, are from the forthcoming 1981 Employment and
Training Report of the President, table F. The administrative
data on participants in title II(B) also includes II(C), which
is not income conditioned; the latter is a much smallet program
and also appears to be enrolling mostly low-income partici-
pants. The 49 percent of the participants who were minority
group members included blacks (33 percent), Hispanics (12 per-
cent), Asian or Pacific Islanders (3 percent), and AmeriCan
Indians (1 percent).

17. A discussion of the conflict and of the policy bargains
that developed is provided in a Commission-sponsored study by
Richard Nathan et al., Public Service Employment: A Field
Evaluation (Washington, D.C.: Brookings Institution, 1981).
The 1978 amendments also restricted eligibility by imposing PSE
wage and duration'limits, thereby limiting the attractiveness
of the program to potential participants.
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income. The 1978 amendments established an income criterion

for both PSE titles.18

By the time the PSE tieNes ended in 1981, the program was
serving a population that waS not very different from the par-
ticipants in other parts of CETA. For example, in fiscal-year
1980, 91 percent,of title II(D) participants and 80 percent of
title VI participants were in families with,income at or below
the poverty line or 70 percent of the lower living standard.
Compared with title II(B) participants, PSE participants were
somewhat better educated, older, and they had slightly higher
preprogram wages (the median hourly wage was $3.11 for title
II(B) participants, $3.17 for title II(D), and $3.36 for title

VI).

Prior to the 1978 CETA reauthorization, our Commission
carefully examined the program eligibility criteria and found
several serious problems: First, the number of people eligible
for CETA activities was many times the number of employment and
training opportunities, allowing program operators to "cream"
and, possibly, facilitating abuses in the PSE program. Second,
unemployment, by itself, was not a particularly good indicator
Of whether a person was lieely to have difficulty finding a job
and was a bad indicator of whether a person was poor. Third,
there was little, if any, benefit to having so many different
leligibility criteria, and the administration of separate cri-
teria for each program was time consuming. The Commission
recommended that a single set of basic eligibility criteria
should be used throughout CETA, that eligibility should be based
on being both long-term unemployed (15 of the preceding 20
weeks) and in a low-income family (70 percent of the lower liv-
ing standard), and that public assistance recipients should
automatically be eligible.19

The 1978 CETA amendments drastically reduced the number of
eligibles, but the number remained many times that of the pro-

18. To be eligible for a job under title II(D), a person
had to be either a member of a family receiving cash welfare

1 assistance or be an economically disadvantaged person who had
been unemployed for at least 15 of the previous 20 weeks. To

be eligible for a job under title VI, one had to be either in a
family receiving cash welfare assistance, or have a family
income no greater than 100 percent of the lower living standard
and be unemployed Eor at least 10 of the previous 12 weeks.

19. National Commission for Manpower Policy, Third Annual
Report, Report no. 7 (Washington, D.C.: U,S. Government

Printing Office, 1978),



gram slots.20 The amendments also imposed slightly more uni-
formity across titles. The recent elimination of titles II(D)
and-VI PSE activities and overall CETA budget cuts will result
in both an increase in the number of eligibles per position and
much more uniformity, since the 70 percent of lower living
standard income criterion now applies to most of the program.

As the reauthorization of CETA is considered, an important
issue is whether to continue to impose a family income test.
Such a test allocates employment and training assistance
according to economic need. The lower the income cutoff, the
more needy will be the program eligibles and the less discretion
program operators will have. The income criterion now used in
CETA also results in the program serving persons with very low
earnings.21 An alternative type of eligibility criterion
could be based on efficiency considerations--allocating the
assistance according to where it is likely to have the largest
impacts ("creaming"). It may be that the Federal Government
can best help the most needy through income transfers rather
than through employment and employability development. A third
type of criterion could provide appropriate incentives to
potential participants. For example, program eligibikity for
students could be based, in part, on satisfactory school attend-
ance.22

20. An analysis by Matliematica Policy Research, Inc., for
\,,,the Commission in 1979 estim ted that 70 million persons were

eligible for CETA activities 'la 1978 and that under the 1979
regulations issued as a result of the amendments the number of
eligibles would decrease to 32 million. In fiscal year 1978
there were 3 million program positions. See NCEP, "Report on
Single Heads of Households," Briefing Paper 2-4-79 (June 1979).-

21. Since public assistance and Unemployment Insurance are
excluded, the CETA income test is similar to a family earnings
test. The main difference between it and a test based on
individual earnings is that the former excludes some low
earners who are in multiple-earner families.

22. At our September 1981 conference, one panelist sug-
gested reducing or eliminating the training stipend so that
potential participants would not be motivated to use the pro-
gram for income support. This would also increase the number
of people who could be served with a given budget or provide
resources for more expensive services. One problem with this
proposal is that it would also make it more difficult for many
low-income persons to participate.
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It may be that, de facto, the existing CETA eligibility
rules already combine these three types of criteria: The
Federal Government imposes an income test that is high enough
to provide considerable flexibility to the prime sponsors, who
in turn can judge for themselves which people they can best
serve and which people are most motivated. If the Administra-
tion and Congress- decide to -continue -to-provide- the program
operators with the same or more discretion, then it will be
even more important that the legislation clearly specify the
program goals and performance standards that are expected to be
achieved.

Conclusions

Although it is convenient to disaggregate the population
that may need employment and training assistance into the three
groups discussed here--youths, adults with chronic labor market ,

problems, and dislocated workers--certain important policy
issues cut across groups.

First, the problems of disadvantaged youths and disadvan-
taged adults are closely linked. The data do not exist to test
the theory that solving the youth problem wouleprevent develop-
ment of the adult problem, but it looks like a good working
hypothesis. This does not mean that policies can or should be
directed only at young people. It may take some time for some
youths to be ready for serious assistance, and, in any event,
the needs of adults who experience repeated failure in the
labor market are no less urgent.

Second, the concentration and persistence of low earnings
and lack of employment suggest the need for intensive training
or other kinds of employability development, not just a job or
income transfer. Just as failure in the labor market can be a
recurrent event, so can success. The long-term earnings and
productivity benefits of breaking the pattern could be enormous,
but are likely to be costly. For some "permanently disadvan-
taged" people, the Government may find it more cost effective
to provide income maintenace only.

Third, women and minorities account for a disproportionate
amount of the group with chronic problems. The Commission's
earlier examinations pointed to the need for the Federal
Government to assure that these groups are served equitably by
federally supported programs and are not discriminated against
by educational institutions and employers.

Fourth, the needs of long-term disadvantaged people are, in

general, quite different from those of workers who have been
displaced. The former group includes large numbers of people
who, if they are not helped, will continue to have low

incomes. The latter group consists of people whe, for the most

5 9
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part, are neither poor nor likely to become poor. Many have,
however, suffered a substantial drop in income from which they
may not recover. The nature and extent of the Federal Govern-
ment's obligation to this group is a pressing but unresolved
issue.

Fifth, the distinction between disadvantaged and dislocated
workers begins to_blur when one examines the characteristics
and experience of dislocated workers in declining regions. The
likelihood of finding a job quickly is significantly diminished
if displacement occurs in a labor market with high unemployment.
It might be useful for the Federal Government to concentrate
program funds in declining regions er permit program operators
more discretion to serve dislocated workers in such places, or
both. Even so, the effectiveness of training may be slight if
few jobs are available.
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THE NATIONAL EMPLOYMENT AND TRAINING "SYSTEM"

The Commission's Sixth Annual Report (December 1980) con-

tained an "Overview of Federal Employment and Training Pro-
grams" outlining the strengths and weaknesses of the various

components of the existing Federal 'employment and training

system.1 If a comprehensive, national labor market strategy

is to be developed, however, policymakers must look beyohd fed-

erally authorized employment and training programs and encom-

pass all activities that influence the operation of the labor
market--including a multitude of public and private modes of
skill acquisition and labor market assistance, job creation

effbrts, and income maintenance programs (see chart.A).

This chapter reviews these various activities in an effort

to produce a "map" of the education, training, and employment
system that now exists in the United States. Such a map may

help put into perspective the activities of the Federal Govern-

ment in helping disadvantaged, underemployed, and unemployed

persons acquire the job skills necessary to compete successfully

in the job market and may suggest possible future directions

for these activities under conditions of financial restraint.

A vstem is defined by Webster's New World Dictionary of

the American Language (Second College Edition) as "a set or
arrangement of things so related or connected as to form a unity

or organic whole." Any review of employment and training pro-

grams, however, immediately reveals a lack of any such deliber-

ate pattern or arrangement to labor market activities.
Instead, a multitude of public and private programs sometimes
overlap and sometimes leave gaps in services. The average

adult who has moved successfully through the elementary and

secohdary educational system will find numerous additional
training and education opportunities available to augment ear-

lier experiences. A person who has failed to acquire the basic

skills necessary for the first job, however, will find far fewer

opportunities for learning, aside from the Federal employment
and training programs, which represent only a small proportion

of all such opportunities.

With funds for Federal training diminishing and with some

programs (e.g., public service employment) eliminated com-
pletely, persons who formerly would have obtained help through
employment and training programs now must look elsewhere. The

education system, private business and industry, and the mili-

tary services have all been suggested as candidates to assume

more responsibility for training workers. The following review,

which focuses on these and other sources of education, training,

1. See pp. 49-139 of the report.
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Chart A. Programs and Activities That Influence Participation in the Labor Fdrce

1979
U.S. Resident Population
(16 years and over)--
165 07 000*

B. Job
Creation

Activities

1979
Military ilavilian

. Labor Force (16 years
and over)--104,996,000

Civilian
96,945,000

Military
2,088,000

-

m
4.

White
emaleo# Female

9.,517,04e 75,424,000
BlacIse

111111:!!

; 6 5

Male
8,166,000

Annual
Immigration

Legal:

610,000

Illegal:

250,000 to
500,000

* Total includes other races not shown separately. Total
may alpo include some unknown number of an estimated 6
million illegal aliens.

NOTE: A,B,C,&D activities defined on following pages.

Sources: U.S. Bureau of the Census, Current Population Reports, series P-25, No. 870; 1980 Employment
and Training Report of the President, Table A-1, p. 217. Chart by Michael J. Landini, Jr.



A. Education and Training Programs

1.

2.

3.

4.

5.

6.

7.

8.

9. Cooperative extension service programs
10. Professional associations
11. Community organizations

ul 12. Free universities
13. Correspondence instruction
14. Private instruction

KEY TO CHART A

Persons Served (est.)
(in thousands)

Elementary and secondary schools, grades 9-12 (1-978)

- Occupational training
5,500 (1978)

Adult basic and secondary education 1,600 (1976)

Postsecondary schools:
- Vocational, trade, and business schools 1,500 (1978)

- 2-year colleges and vocational/technical institutes 4,000 (1977)
-4

- 4-year colleges and universities
7,200 (1978)

Private industry and business
6,300 (1977)

Labor organizations
600 (1977)

Government employees:
- Civilian

3,000-4,000 (1979)

- Military
*226 (1980)

Federal employment and training programs *3,600 (1980)

Federal correctional institutions
10 (1981)

B. Labor Market Assistance

1. Employment agencies
- Public
- Private

2. Job clubs
3. Occupational and career information programs

4. Special programs for youth and displaced workers

5. Job search and relocation assistance pilot project

6. Removal of labor market barriers--EEOC and contract compliance

7. Developing alternative work schedules

8. Unemployment insurance (UI) programs

6 7

11,000-14,000(1976)
31 (1977)

2,000 (1975) -11,000(1974)
200 (1978)
606 (1975) -4,000 (1973)

1,200 (1975)

Service years.



KEY TO CHART A
(Continued)

C. Job Creation Activities

1. Public service employment (PSE)
2- Public works and economi:c development programs
3. Job development and .hiring incenfives for the private sector

D. Income Maintenance Programs

1. AFDC
2. Food stamps
3. Welfare reform proposals

(TJTC; Enterprise Zones)
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and labor market assistance, is intended to contribute basic
information for a discussion about the respective roles,of the
private and public sectors in future employment and training
policy. The paper explores the Federal role in relation to
non-Federal institutions in each of four areas that influence
labor market outcomes: (1) education and training, (2) labor
market assistance, (3) job creation, and (4) income maintenance.
A concluding section discusses some of the implications of a
reduced Federal role in each of these areas.

Education and Training

Many public and private sources of education and training
operate in the United States today. "Depending upon how
restrictively "education" is defined, estimates of the number
of persons 17 years of age and older who participate in educa-
tional activities annually range fIom 38 to 84 million. The
inclusion of students below the age of 17 enrolled in high
school grades 9,,through 12 and in federally funde youth pro-
grams would add more than 15 million more persons to the base
figure for adults. Federal employment and training programs
like CETA represent only a small proportion .of the total number
of learning opportunities available, but they focus on a client
group that has not been able to benefit from other resources.
A description of the main sources of education and training
follows:'

Elementary and Secondary Schools

Nearly 48 million youths between the ages of 5 and 17 were
enrolled in public and private schools in 1979, including some

,2. Although the material in this section was drawn from
many sources, two monographs commissioned by the Worker Educa-
tion and Training Policies Project of the National Institute
for Work and Learning (formerly the National Manpower Institute)
proved especially helpful. They were Bryna Shore Fraser's The
Structure of Adult Learning, Education, and Training Opportunity
in the United States (Washington, D.C.: National Institute for
Work and Learning, 1980) and Harold Goldstein's Training and_
Education by Industry (Washington, D.C.: National Institute
for Work.and Learning, 1980). Worklife Transitions: The Adult
Learning Connection, a forthcoming book by Paul E. Barton, Vice
President for Planning and Policy Development at the Institute,
will synthesize the material developed from the Worker Ed ation
and Training Policieq.,Project, which has been funded by t
National Institute for Education, U.S. Department of Educ tion.



15.7 million youth in grades 9 through 12. Over 3 million per-
sons graduated from high school in that same year.3

The Federal role in what is entirely a State- and locally
administered system has been confined to certain specific
areas: Ensuring equal educational opportunities for all,
regardless of race or sex; providing Tinancial aid to schoOls
in areas with high concentrations of low-income families and in
areas affected by Federal activity; promoting the national
defense by strengthening instruction in specific subject areas
such as science, math, or foreign languages; and contributing
to the support of vocational, career, and adult education pro-
grams. There are Federal contributions for other activities as
well, but when all these are added together, the Federal share
of the total funding for all elementary and secondary schools,
public and private, is under 10 percent--that is, $7.9 billion
of a total $97 billion expended (or $87 bil4on, if only public
schools are counted1,4 ._

Some 75 percent of the Nation's 17-year-olds now graduate
from high school (compared with about 60 percent in 1950) and
nearly half these graduates, including large numbers of blacks
and Hispanics, go on to college. Nevertheless, Scholastic
Aptitude Test (SAT) score averages for college-bound seniors
have shown a steady decline since 1962. Reflecting public con-
cern about the caliber of education offered in most public high
schools, a Newsweek poll, conducted by The Gallup Organization
in the spring of 1981, found that nearly halt the respondents
rated the job that public schools are doing as poor or-only

3. U.S. Department of Commerce, Bureau of the Census, 1980
Statistical Abstract of the United States, National Data Book
and Guide to Sources, 101st ed. (Washington, D.C.: U.S.
Government Printing Office, 1980), "No. 220. School Enrollments,
by Type of School: 1960 to 1979," p. 140, and data from the
National Center for Education Statistics. Totals include
residential schools for exceptional children, Federal schools
for American Indians, and federally operated schools on military
posts.

4. 1980 Statistical Abstract of the United States, "No. 222,
School Expenditures, by Source of Funds: 1960 to 1980," p. 141.
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fair, and almost 70 percent called for more stress on academic

basic-046.

Vocational Education

In the 1978-79 school year, about 5.5 million students in
grades 11 and 12 were enrolled in occupational training courses
authorized by the Vocational Education Act of 1963 and amend-
ments; 3 million of these were enrolled iri"programs leading to

specific occupatiohs.6 Compared with the_$5.9. billion in
State and local expendltures for vocational education programs
in both secondary and postsecondary institutions, direct Federal
outlays were only $551 million in.i4-979, or about 9 percent.of

the total. Approximately $347 million of the Fede4.a1.support
was directed to high school programs. In addition to direct
Federal grants for Vocational Education Act programs, Federal
funds are indirectly provided for these activities through the
Comprehensive Employment and Training Act (CETA). One recent

study found, for example, that prime sponsors estimated they
were providing to public vocational education an average of 27

percent of their title II(A,B, and C) funds beyond the 6 percent
already set aside for this purpose under that title (or approxi-
mately one-third of $2.1 billion in fiscal year 1980). In ad-

dition, the act requires that 22 percent of title IV(A) funds

for Youth Employment and Training Programs (YETP) be spent for

programs developed jointly by CETA administrators and local

educators. Department of Labor data for fiscal year 1980 in-
dicate that about 31 percent of title IV funds (or approximately

5. National Center for Education Statistics (NCES), Digest

of Education Statistics, 1977-78 (Washington, D.C.: U.S.

Government Printing Office, 1978), table 61, "Number of high
school graduates compared with population 17 years of age:
United States, 1869-70 to 1975-76," pp. 60 and 61, and 1980
Statistical Abstract of the United States, "No. 270. Scholas-

tic Aptitude Test (SAT) Averages for College-Bound Seniors:
1967 to 1979," p. 164. See also, Dennis A. Williams et al.,

"Why Public Schools Fail," Newsweek (April 20, 1981), p. 62.

6. A Statistical Overview of Vbcational Education, Septem-

ber 17, 1980, Testimony of Rolf M. Wulfsberg, Assistant Admin-

istrator for Research and Analysis, National Center for Educa-
tion'Statistics, Before the Subcommittee on Elementary, Second-

ary, and Vocational Education of the Committee on Education and

Labor of the House of Representatives (Washington, D.C.:
National Center for Education Statistics, 1980), tables 5 and

6, pp. 19 and 22.
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$215.6 million) was actually used for this purpose. Thus,
together, titles II and IV of CETA are estimated to have pro-
vided over $900 million for public vocational education in
19807

Despite the popularity of vocational training courses at
the high school level; studies based on nationally repeesenta-
tive samples of students have not found evidence that males who
enroll in vocational training programr do better in the labor
market or are less likely to drop out of high school than com-
parable students enrolled in a general curriculum. The labor
market experience of black male youths following such training
has been found to be particularly poor. In contrast, female
students who take business and office courses in high school
tend to be, more likely to graduate and secure higher paying
jobs than women in the general curriculum, although the apparent
advantage disappears within 10 years.8

Adult Education

Persons 16 years of age and older without a high school
diploma can receive basic literacy training, preparation for
taking the General Education and Development (GED) tests
required for a high school equivalency diploma, instruction in
English as a second language, and occupational training in pro-

7. Ibid., p. 75; 1980 Stati tical Abstract of the United
States, "No. 224. Federal Outla s for Education and Related
Activities: 1970 to 1980," p. 1 2. For a discussion oi in-
direct funding through CETA, see U.S. Conference of Mayors
(USCM), "The CETA/Vocational Edu ation Working Relationship, A
Status Report Based on the Perce.,ions of CETA and Vocational
Education Administrators" (Washin on, .C.:, USCM, for the
National Commission for Employment e icy, June 30, 1981), pp. 8-9.

8. For a more detailed discussion of the effectiveness of
vocational training at all levels, see Patricia Brenner, "Voca-
tional, Career, and Compensatory Education Programs--A Review of
'the Experience," in the Commission's Fifth Annual Report, Report
no. 9 (Washington, D.C.: U.S. Government Printing Office,
December 1979), pp. 112-17, and Patricia Brenner, "The Federal
Interest in Vocational Education: Theory and Experience," in
NCEP, The Federal Role in Vocational Education, Report no. 12
(Washington, D.C.: U.S. Government Printing Office, September
1981), pp. 10-3i.

70 74



grams authorized by the Adult Education Act of 1966.9 Ap-

proximat'sly 3.4 million adults participated in these programs
in 1976 (latest data available), at a cost of $260 million.
Federal outlays for the program exceeded $70 million, slightly

more than one-fourth of the total.

Of persons who participated in federally supported programs
in 1976, 118,071 received eighth-grade diplomas; 70,405 entered
high school; 128,886 passed the GED; 24,665 graduated from high
school; and 114,222 enrolled in other education.10

Postsecondary Institutions

There are three principal types of postsecondary institu-

tions: (1) Noncollegiate vocational, trade, and business
schools (enrolling nearly 1.5 million persons in 1978); (2)
2-year colleges and degree-granting vocational-technical insti-
tutes (with 4 million enrollments in 1979); and (3) 4-year col-
leges and universities (with enrollments of around 7 million

annually).

Noncollegiate Vocational,Trade, and Business Schools

Institutions of this type offer training in vocational/

technical, business/office, cosmetology/barber, trade, flight,
arts/design, hospital, and allied health fields. While enroll-

ments have been increasing generally, the largest growth has
occurred at private schools.11

9. National Advisory Council on Adult Education, An
Assessment of the Federal Adult Education Act Program TWashing-

ton, D.C.: U.S. Government Printing Office, October 1978), pp.

2b and 30. See also the discussion in Fraser, The Structure of
Adult Learning, pp. 13-15.

10. Ibid., pp. 27-31; National Center for Education
Statistics, The Condition of Education, 1979 (Washington,

D.C.: U.S. Government Printing Office, 1979), table 5.12,
"Participants in adult basic and secondary programs, by recog-

.nized educational, economic, and personal achievements resulting
from participation: Fiscal year 1976," p. 198.

11. NCES, The Condition of Education, 1980, table 6.1.2,

"Enrollments in noncollegiate postsecondary schools with OCCU-
pational programs, by type of school and program area, and by

r,ontrc-1: Aggregate United States, 1974 to 1978," p. 260. See

also Fraser, The Structure of Adult ['earning, pp. lb-19.

71



It is harder to determine the impact of postsecondary voca-

e
tional training tha the impact of secondary vocational educa-
tion because the r nge of schools offering postsecondary train-
ing'is very broad and the effect of self-selection on program
outcomes is not known. A study by Grasso and Shea has found
higher rates of pay for people who had taken postsecondary
training than for-those who fiad not, an effect that was
consistent for both men and women, regardless of whether they
were high school dropouts or graduates. These findings have
led to the conclusion that postsecondary training could be
helpful to persons who had not been able to succeed in regular
high schools.12

Another study, by Duane Leigh, examined the effects of five
kinds of postsecondary training on occupational advancement for
blacks and whites. Leigh found a positive impact on occupa-
tional advancement for both blacks and whites from company-
sponsored training, with blacks appearing to benefit more than
whites. Business college/technical institute training also had
a positive effect on occupational mobility for blacks, but not
for whites. Other kinds of postsecondary vocational education
examined appeared to have no significant effect on advance-
ment.13

Two-Year Colleges and Vocational/Technical Institutes

Between 1967 and 1977, enrollments in all 2-year, degree-
granting institutions of higher education (including junior
colleges, branch campuses, and vocational/technical institutes)
increased by one-third to a total of 4 million adults. Most
of this growth occurred in publicly supported community and
junior colleges, which nearly doubled their share of enroll-
ments, to a total of 3.9 million students in the fall of 1977;
this figure was 34.3Apercent of all higher education students
enrolled that year.1.2

12. John T. Grasso and John R. Shea, Vocational Education
and Training: Impact on Ybuth (Berkeley, Calif.: The Carnegie
Foundation, 1979), p. 161.

13. Duane E. Leigh, An Analysis of the Determinants of
Occupational Upgrading (New York: Academic Press, 1978), p. 95.

'

14. NCES, The Condition of Education, 1979, table 3.8,
"Distribution of enrollment in institutions of higher education,
by type of control of institution: Aggregate United States,
fall 1967 and fall 1977," p. 110; Fraser, The Structure of Adult
Learning, p. 21.

72

Th



The appeal of these institutions to adult learners derives

from a variety of factors including affordable tuition and
fees, liberal admissions policies, accessibility, a wide range
of course offerings, and flexibility of class scheduling.
Flexibility is especially important since, as one study found,

almost 75 percent of the male.students and more than 50 percent
of the female students, both full-time and part-time, were
employed while attending classes.15 For all these reasons,
persons seeking retraining or updating of their career skills,
as well as persons seeking to enter or reenter the labor market,
find community and junior colleges an attractive source of

training.

Four-Year Colleges and Universities

Enrollments in 4-year institutions of higher education
amounted to around 7.2 million annually from 1975 through 1978
(latest data) and are expected to remain at about that lt..vel

through 1984. The number of earned baccalaureate degrees more
than doubled from 1950 to 1978, reflecting both the record
enrollments of the post-World War II baby boom cohort in in-
stitutions of higher education during the late 1960's and 1970's

and an increased likelihood of attending college generally.
Although a college education has long been accepted as a means

to good jobs and high lifetime earnings potential, there is
evidence to suggest that the wages of college-educated new job
market entrants have been falling relative to the wages of less
well educated job entrants and that the rate of return to be
expected froM an investment in higher education is, therefore,
declining. The growth in size of the college-educated cohort

has been suggested as a principal factor in this decline.lt)

15. Eleanor P. Godfrey and Engin I. Holmstrom, Study of

Community Colleges and Vocational-Technical Centers, Phase I

(Washington, D.C.: Bureau of Scicial Science Research, 1970);

see also Fraser, The Structure of Adult Learnins, pp. 20-21.

16. NCES, The Condition of Education, 1980, table 3.1,
"Total enrollment in institutions of higher education, by type
and control of institution, with alternative projections: Fall

1970 to fall 1988," p. 102; 1980 Statistical Abstract of the

United States, "No. 292. Earned Degrees Conferred, By Level of

Degree: 1950 to 1978," p. 174. The decline in entry-level
wages for college-educated persons relative to persons with
less education is discussed in Finis Welch, "Effects of Cohort

Size on Earnings: The Baby Boom Babies' Financial Bust," Jour-

nal of Political Economy (October 1979), pp. S65-S97. See also
Richard B. Freeman, "The Decline in Economic Rewards to College
Education," Review of Economics and Statistics (February 1977),

pp. 18-29.
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Increasing college enrollments reflect not only the large
numbers of young people of college age but also a sizable pro-
portion of older students. Between 1972 and 1976, the propor-
tion of students age 25 and older in 4-year institutions rose
from 28 to 33 percent of the total college population. Much of
the increase is attributable to the growing number of women
over age 35 who are enrolling in college. Their actual number
climbed from 418,000 in 1972 to 700,000 in 1976, a 67.5 percent
increase. Enrollments for all persons age 25 and over increased
44.6 percent during this same period.17

Although colleges and universities have long been involved
in the education of adults through their continuing education
and extension departments, the shift to an older student popu-
lation has led.to (or perhaps been partially caused by) the
development of new options to accommodate their-needs. Admis-
sions requirements and formal entry qualifications have been
eased; classes have been scheduled at times and places more'
convenient to working adults; the media have been used to trans-
mit course material; and independent study has been encouraged.

7
cfew colleges and universities also have begun to provide
redit for nontraditional learning experiences in various
external degree programs.18 As the U.S. population continues
to age in the next decades, colleges and universities will un-
doubtedly face an even greater challenge in adapting to the
differing needs and expectations of an older clientele.

Private Business and Industry

Probabiy the next* largest source of training in the United
States after the educational system is private business and
industry, althOpgh estimates of both participation in and cost
of training proVided by this sector vary greatly. The uncer-
tainties about participation rates are compounded by the fLct
that informal learning under the direction of a supervisor or
experienced coworker--the most prevalent form of training--is
not included in any known employer survey.19

Formal training may range from individual or group instruc-
tion at the plant during working hours to attendance at a col-
lege or university with tuition all or partly paid by the
employer. Some firms even administer their own "colleges." An

17. NCES, Digest of Education Statistics, 1977-78, "Age
Structure of College Enrollment," p. 91; Fraser, The Structure
of Adult Learning, pp. 21-22.

18. Ibid., pp. 24-32.

19. Ibid., pp. 32-33.
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older formal training deviCe is apprenticeship, which combines
both on-the-job learning and classroom instruction. It is
estimated that only 1 percent of new workers complete formal
apprenticeships registered with official bodies, however, and
about half again as many persons complete apprenticeships that
are not officially registered.20

One study, based on a survey of large firms in the period
1974-75, estimated that the number of employee participants
engaged in formal training was roughly 6.3 million, including
4.4 million persons enrolled in company courses during and after
working hours, 1.3 million in tuition-aid programs, and 600,000
in "other outside courses" offered by professional or trade
organizations or corporate trainers during working hours.21
But this study, commissioned by The Conference Board, reported
only on firms with 500 or more employees that had formal train-
ing opportunities. The number of workers involved in formal
and informal training in all firms, large and small, is thought
to be considerably higher. Another researcher, after reviewing
several surveys of employers' training activity, including the
Lusterman study, and without trying to establish a specific
number of participants, concluded that:

...formal training is provided by a good deal less
than half of all firms but by more than 8 out of 10
larger firms (500 employees or more); and the number
of workers involved in training in any one year amounts
to about one in five in large firms, and a smaller
proportion in all industry. Training is mostly given
in company-sponsored courses during working hours.
Training for skill development (as distinct from
orientation, the firm's organization, safety, etc.) is

20. Goldstein, Training and Education by Industry,
pp. 14-15.

21. Seymour Lusterman, Education in Industry (New
York: The Conference Board, 1977). The Lusterman study
reported only on responses received from 22 percent of all
firms with 500 or more employees engaged in training and
ea:cation activities for the period 1974-75. Firms of
this size employed 32 million persons at that time, or
about half the wage and salary workers in nonfarm estab-
lishments. See also Goldstein, Training and Education by
Industry, pp. 27-29, and Fraser, The Structure of Adult
Learning, pp. 33-35.
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only a part of the total. Much of the formal skill
training is for management or other white collar
skills; manual workers get a disproportionately small
share of formal training. 22

Figures on employer expenditures for training vary
even more widely than estimates of participation;
determining the indirect costs of training such as
overhead and trainees' salaries is very difficult and
records are lacking. Reflecting these uncertainties,
estimates of annual training,costs for private firms range
from around $2 billion (Lusterman) to $30 billion and
upwards.23 The latter figure, originated with the
American Society for Training and Pevelopment, has been
accepted by the U.S. Chamber of Commerce as at least a
general measure of the amount spent by private business
and industry on training. 24 If correct (and the
estimate is probably conservative), it represents over
three times both what the Federal Government spent on CETA
and what the military services budgeted for training in
fiscal year 1980--a sizable contribution to the Nation's
skill bank.

22. Goldstein, Training and Education by Industry. p. 34.

23. Fraser, The Structure of Adult Learning, pp. 37-38;
Goldstein, Training and Education by Industry, pp. 38-39, uses
the Lusterman figure as a base, adds to it estimates of direct
costs for the rest of the private sector, overhead costs, and
salary costs for the trainees, and calculates total training
expenditures tr, be around $10 billion.

24. Testimony of Carnie Ives Lincoln, Assistant
Secretary, Connecticut General Life Insurance, and Pres-
ident, American Society for Training and Development, and
James Campbell, President of the Mississippi School Supply
Company, and Chairman of the Committee on Education, Employ-
ment, and Training of the Chamber of Commerce of the United
States, before the Subcommittee on Emrlcyment and Productivity
of the Senate Committee on Labor and Human hesources June 15,

1981.
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Labor Organizations

Nearly 20 million workers are covered by union bargaining
agreements and could seek education and training with ,t.he sup-

port of their unions. Yet, it is estimated that only about 3
percent of the total union membership, or 600,000 workers, are
involved in training or education programs each year. About
500,000 of these are enrolled in jointly operated labor-
management apprenticeship programs, both registered and unreg-
istered. The rest take advantage of training offered by union
education departments (shop steward training, contract analysis,
etc.), postsecondary labor studies programs, or various
company-sponsored courses, About 1.6 million workers are
covered annually under tuition-aid programs negotiated as part
of union contracts, but only 3 to 5 percent of those eligible
for such programs take advantage of the opportunity./ The rates
for blue-collar workers are significantly lower thap for other
occupational groups.25

Government

Government is involved in training in two was--as an
employer and as the sponsor of CETA and other Federal employment
and training programs.

As Employer

Out of about 19 million employees in the public sector--
including Federal, State, and local civilian agencies, as well
as the armed services--between 3 and 4 million persons each
year participate in Government-subsidized training at a cost of
$9 billion to $10 billion annually.2b

Military training accounts for the largest share of Govern-
ment training expenditures. In 1980, 8 billion was allotted
to support 226,000 service years of'activity, which could
accommodate about 1,250,000 trainees. The types of instruction
offered included basic recruit training, as well as more specia-

25. Fraser, The Structure of Adult Learning, pp. 52-56.

26. Ibid., pp. 38-44; see also David A. Smith, An Overview
of Training,in the Public Sector (Arlington, Va.: The Analytic
Systems Corporation, June 6, 1979).
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lized skill training, flight training, officer preparation
(ROTC, military academies, OCS, etc.), medical training, pro-
fessional development, and reserve training.27

In addition to the basic and specialized training offered
by the military, each service branch has developed cooperative
arrangements with civilian schools to enable service personnel
to earn high school diplomas or work toward college degrees.
Several credit-by-examination and correspondence programs are
also offered.28 Finally, the Army, Navy, and Marine Corps
have developed registered apprenticeship programs, which enable
the 16,000 persons now enrolled in them to receive credit for
their service experience in civilian apprenticeship programs.29

A study of vocational training received as part of military
service concluded that tee value of military vocational training
is job specific. Persons who use their training-subsequently
in civilian jobs receive long-term earnings gains, while those
who do not use it receive no such income gains.30

While most military training is designed to impart new
skills. Government-sponsored education and training for civilian
workers are aimed at improving the skills, knowledge, and Cap-
abilities of employees in the performance of their jobs. At
the Federal level, studies show that most cow-ses are short,
averaging just over a week in length, and are provided
in-house. Instruction taken at colleges and universities tends
to be through standard academic curricula. Significantly, most
Federal civilian.employees who receive training (8 t. percent)

are in the top-level general schedule (GS) ranks. Blue-collar
Federal employees, who constitute 24 percent of all Federal
civilian employees, receive only 8.7 percent of the train-
ing.31 Little is known about the amount or kind of training
at State and local levels of government.

27. Military Manpower Training Report for FY 1982 (Wash-

ington, D.C.: U.S. Department of Defense, March 1981), pp. 5
and C-2.

28. Fraser, The Structure of Adult Learning, p. 42.

29. 1981 Employment and Training Report of the President,
forthcoming.

30. John Fredland and Roger Little, "Longterm Returns of

Vocational Training: Evidence from Military Sources," Journal
of Human Resources (Winter 1980), pp. 49-57.

31. Fraser, The structure of Adult Learning, p. 41.
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As Sponsor

In addition to the training provided to its own employees
and the military, the Federal Government supports a variety of
programs that serve disadVantaged, unemployed, and underemployed
persons, persons who suffer from a disability and need
vocational rehabilitation, and others who require speciaa.
assistance in the labor market. Federal outlays for employment
and training actiVities bv all agencies totaled about $14 bil-
lion,in fiscal year 1980, three times what was spent in fiscal
year 1974 (a 92-percent increase in outlays ofter adjustment
for inflation), but still far less than the amount spent by the
educational system or by private industry. Almost $9 billion
of the total was expended under CETA, which, in fiscal year
1980, served approximately 4.8 million persons in all programs.32

Five major categories of service are offered in Federal
programs: (1) On-the-job training (OJT) reimburses employers
for the additional costs of hiring disadvantaged persons for
regular.private sector job openings, with the expectation that
the employers will retain the workers beyond the period of
reimbursement; (2) institutional training provides classroom
instruction in vocational skills and job-related remedial edu-
cation; (3) work experience offers subsidized, temporary employ-
ment, often part time, to persons with little or no work
history, usually youths and older workers; (4) vocational reha-
bilitatiOn provides skill training, counseling, allowances, and
support services to iondividuals who need help to overcome phy-
sical and mental handicaps to employment; and (5) public service
employment (PSE) supplies transitional jobs in the public eector
for persons who need to acquire work habits and skills to com-
pete for regulal jobs or,who have trouble obtaining jobs because
(,f unusually high rates of national unemployment.3.5 Programs

..*10,0*.**

32. U.S., Executive Office of the President, Office of
Management and Budget, Budget of the United States Government,
Fis'c'al /rear 1982 (Washington, D.C.: U.S. Government Printing
dffice, 1981)7-p. 221, and OMB unpublished data; U.S. Department
%)f -abor, Employment and Training Administration, Office of
Mministration and Management, unpublished data.

33 . Fraser, The Structure of Adult Learning, p. 45. For
,!+hr df.v(ription and discussion of the effectiveness of

'rece pr,),.Trams, see Janet W. Johnston, "An Overview c:L: Federal
Iflyre!,1- and Trainino Programs," in NCEP, Sixth A,- .ual

k, Pc1,,Jr 4-. no. iG (Washingfon, D.C.: U.S. Government
n1 if f i i,or pp. 49-139.



such as CETA and the Work Incentive (WIN) program for recipients
of AFDC offer a range of these services ,..o participants, al-
though the new Federal budget eliminated PSE as an option for
CETA at the end of fiscal year 1981.

In terms of effectiveneSs, most studies of the various forms
\ of Federal employment and training assistance ijIdicate that OJT
\ has-the greatest and most lasting impact on the posttraining
-earnings of participants. Nevertheless, because of a general
reluctance to hire disadvantaged persons and a suspicion of
government "red tape," many employers are reluctant to hire
workers through Federal OJT programs, except during periods of
serious labor shortages. Institutional training is not so
effective as OJT, but does apparently result in some gail:s in
annual earnings, especially for women. Moreover, it is superior
to work experience, which has almost no positive impact on the
future earnings of participants. Work experience programs aimed
primarily at youths (CETA summer youth program) and older
workers (the Senior Community Service Employment Program), how-
ever, may have certain noneconomic benefits, especially among
the elderly by lessening dependence on other public aid pro-
grams, building a more positive self-image, and improving both
mental and physical health.34

The Job Corps is a Federal program that is unique, combining
remedial education and vocational skills preparation with a
range of social services in a residential setting for young
people who are poor, out of school, and out of work. Though
expensive (costing as much as 13,000 a year per enrollee), the
Corpsi has a positive placement rate (in jobs, school, or the
Armed Forces) of over 90 percent. Enrollees alsohave a lower

34. Johnston, "An Overview," pp. 79, 90-97. A report on
the NCEP analysis of posttraining outcomes from OJT and insti-
tutional training by Howard Bloom is in progress. A preliminary
report by Bloom, "The Postprogram Earnings Impacts of Partici-
pation in CETA" (September 1981), is available from the Commis-
sion. Another paper by Bloom, "Long-Term Earnings Gains From
Participation in Employment and Training Programs," is included
in NCEP, The Experience of Women in Federally Sponsored Employ-
ment and Training_Progsrams, forthcoming. For a more general
discussion of the value of training programs for participants,
see Michael E. Borus, "Assessing the Impact of Training Pro-
grams," in Employilig the Unemployed, ed. Eli Ginzberg (New
York: Basic Book, 1980), pp. 25-40.



arrest rate and are less likely to receive income transfer pay-
ments following participation than are nonparticipants.35

Th#: vocational r aabilitation program, like vocational edu-
cation ')at unlike most other Federal employment and training
activities, is State administered. Its purpose is to help
handicapped persons enter gainful employment through an indi-
vidually tailored plan for training, counseling, and other job-
related services. More than $817 million in Federal funds sup-
ported the program in fiscal year 1980, serving just over 1
million persons. Approximately 430,000 cases were closed during
"the year, with 277,000 persons rehabilitated.3()

Public service employment programs which, until recently,
represented the Federal Government's major employment effort on
behalf of the disadvantaged as welf as those affected by cydi-
cal economic downturns, are discussed in a following section.

In addition to CETA, WIN, and the Senior Community Service
Employment Program, all administered by the Department of Labor,
other Federal programs that provide employment and training
services include the Job Opportunities Program (Department of
Commerce) and several on-the-job and institutional training
progralls for American Indians (Department of the Interior),
veterans (Veterans Administration), and prison inmates (Depart-
ment of Justice). While none of these is as large as CETA, all
reflect the Federal concern for helpi,g people who have not
acquired the skills necessary to compete effectively in the
labor market.

35. See Job Corps Expansion and Enrichment: A Report on
Progress, Problems, and Prospects, vols. 1 and 2 (Washington,
D.C.: U.S. Department of Labor, Employment and Training Admin-
istration,, Office of Youth Programs, February 1979). This
report, number 21 in a series by the Youth Office, contains
material from an Evaluation of the Economic Impact of the job
\Corps Proaram, First Followup Report, by Mathematica Policy
Research, Inc., Princeton, New Jersey, for the U.S. Departm.mt
of Labor.

Data are from'the Department of Health and Human
Se.r:vices, Rehabilitation Services Administration. See aiso

hmr)lo,.ment Trainin2_Rw)ort 4.7-J the Preside , pp.
. .



Other Sources

Although the traditional education system, business, labor
organizations, and government represent the major sources of
education and training in the United States, there is a variety
of other ways to acquire skills including correspondence courses
and instruction provided by professional associations, community
organizations, free universities, and the like. Several million
persons a year take advantage of these .]_earning opportunities.37

The Federal Role in Education and Training

It is clear from the preceding review that the Federal role
in education and training is thatfrpf a "junior partner" in
relation to other non-Federal institutions, despite a sizable
outlay .for CETA and other similar programs in fiscal year 1980
and additional Federal contributions to elementary, secondary,
and postsecondary education institutions. Not all the outlay
figures discussed abovei are for tne same period, and most are
estimates. Nevertheless, they do offer some basis for
comparing the general magnitude of Federal and non-Federal
expenditures for education and training. A comparison of the
proportion of an average training dollar ascribed to each of
the major sources of education and training is illustrated in
chart B.

Labor Market Assistance

Acquiring salable job skills is only part of a successful
labor market experience. Locating a suitable employment oppor-
tunity and being hired are just as crucial to success.,' The
Federal Government, in partnership with States and localities,
is deeply involve4 in the effort to provide labor market assis-
tance. Services to the individual range from provision of
up-to-date labor market and career informatinn to job develop-
ment and placement. Temporary financial assistance in the form
of unemployment benefits while people search for jobs, including
various kljustment assistance programs, is another form of labor
market assIstance described below.38

37. For a discussion of the training offered by thes.e
institu )ns, see Fraser, The Structure of Adult Learning,
pp. 50- L,

M. Efforts to remove labor market barriers anci the devel-
opment of alternative work schedules to make it easier for some
people .o participate in the labor market are further example
of procjrams of this nature. For more kletail, see Johnstc:n, "An
Overview," pp. C.W-1().
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Public and Private Emplaiment Agencies

Since the 1930's, the principal provider of publicly sup-
ported job search assistance has been the U.S. Employment Ser-
vice, or Job Service (JS) as it is now called in most States.39
The Job Service is a fedrally funded, State-administered sys-
tem, with offices operating throughout the Nation in about 2,600
localities.

Under the terms of the Wagner-Peyser Act of 1933, anyone
who is legally qualifieato work in the United States is
entitled to receive, without charge, services that range from
aptitude testing and vocational counseling to job development
and placement. Additional services such as job analysis,
studiel.; of turnover and absenteeism, and assistance in job
restructuring are offered to employers along with lielp in fill-
ing their job openings.,

Ln fiscal year 1980, local Job Service offices h#d on file
about 16.6 million applications (new and renewal) and 8.1 mil-
lion job openings listed by employers.. During that year, nearly
6 million job openings were filled, about one-third each in
white-collar and blue-collar occupations and about one-fifth in
servie occupations.4°

As part of its program mandate, the Job Service is required
to provide special assistance to certain groups, among them,
veterans (by law, given first priority in all referrals),
youths, older workers, migrants and seasonal farmworkers, dis-
pladed workers, the handicapped, minorities, and women who are
entering-or reentering the labor force after an extended
ahsence. To serve these groups, staff specialists use career
counseling and aptitude testing, automated job banks and job
matching systems, and a variety of published guidebooks for
occupational and career exploration. The Job Service also
operates 43 Apprenticeship Information Centers to provide
information about apprenticeship training opportunities.41

in addition to its regular job-matching responsibilities,
Service has been assigned a major recruitment role for

U. Department of Labor, Employment and Training
Adii;H11stfation, Employment Service, unpublished data.

4
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several Federal employment and training programs such as the

Job Corps and other youth programs'', and it has important
responsibilities in the area of enforcement and compliance.
The latter include application of work test provisions for food
stamps, the Work Incentive program, and Unemployment Insurance;
alien employment certification for both agricultural and non-
agricultural jobs; migrant housing inspections; and even rural
loan certification.

Very little evidence is available on the net effects of Job
Service assitance (a net impact study now in progress is due
for completibn in the summer of 1982). Findings from an earlier
pilot study indicate some positive effects for Job Service
applicants: A reduction in the duration of unemployment by
about 2 weeks for men and 4 weeks for women and an increase in
the weekly earnings of women on their first job. For men, how-
ever, no statistically significant effect of JS services on
weekLy earnings was found.42

In the absence of better data, placement rates have become
the chief indicator of successful performance by local employ-

ment offices. As a result, Job Service staff have a strong
incentive to make the easiest placements first, to spend less
time with people who require more assistance, and to-give less
attention to helping people find jobs that are not listed with
the Job Service and consequently,not counted in placement

figures. To remedy this problem, attentiOn is now being
directed to the development of performance criteria that take
into account the degree of difficulty in making placements, as
well as the total numbers involved.

In contrant to the public employment service, which must
accept all jobseeKers regardless of skill or aptitude, private
employment agencies may specialize in a particular field and
prescribe the level of education or other applicant character-
istics required. Private agencies, which encompass large,
nationwide temporary help firms as well as exclusive executive
search agencies, appear to have increased substantially in the
past two decades. The exact number of agencies and applicants
cannot be determined, however, since several States have no
licensin,j requirements and almost half the States exempt firms
that charge only employers or charge below a specified fee.
)r1,! estimate suggests that there may be around 17,000 private
emyment agencies !Ind 1,100 executive search firms located

rety P. J0kins,)n et al., A Pilot Evaluation ,0.- tIo.

uniteA State,3_Employment Service, Final it,.Tort

M. n 1-, Caltf.: SRL international, for the U.S. Depaltment
, t: r, le, : it i L)/ )), pp. It)-1/.



throughout the country.43 Most do not serve the same clien-
tele who receive assistance,from the Job Service.

Job Clubs

In the 1970's, people began joining together to look for
employment through "job-finding clubs." In these groqps, par--
ticipants learn job development and jobseeking skills such as
resume preparation and interviewing behavior; they also bene-
fit from the encouragement and assistance of other club mem:-
bers. Some programs supplement their regular activities with
courses in basic literacy skills.

Although the technique is too new for long-range evaluations
to have been made, short-term results from the clubs, which may
be either publicly or privately funded and administered, have
generally been positive. For example, a test program begun in
1977 by the Anna Mental Health and Development Center of the
State of Illinois with a grant from the Department of Labor
enrolled welfare recipients from the Work Incentive program.,
The job clubs proved twice as effective as the regular WIN pro-
gram (65 percent versus 33 percent) in placing welfare recipir.
ents. As a result, this form of group jobseeking has now been
adopted in all 50 States as a regular component of the WIN
program.44

Occupational and Career Information

Since occupational choices and career planning dictate a
person's work history, the Federal Government has provided
funding for several programs thatfhelp people make informed
choices and plan their careers wisely. The National Occupa-
tional Information Coordinating Committee (NOICC) and its
counterpart State committees (SOICC's) were authorized under
the 1976 Vocational Education Act amendments, section 1.61.(b)(1)

and (2). NOICC, which comprises officials from both the
Department of Labor and the Department of Education, is respon-
sible for coordinating Federal, State, and local efforts to
improve occupational and career information activities at all
levels of government. An important aim is to provide an occu-
pational information system that meets the common needs of
vocational educators and employment and training administrators
throughout the United States.

4. Convursatioti with Richard Hill, National Association
Per!;( awl. Consultants, August 20, 1981.

44. Johnston, "An Overview," p. 103; U.S., Congress,
nate, Departments of Labor, Health and Human Services, Educa:

tlin, and Related Agencies Appropriations for Fiscal Year 1982,
"tlearius Before a Subcommittee of the Committee on Appropria-

Als,. Part _1, Department of Labor, 97th Cony., 1st Sess., 1981,

I"
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4//
NOICC has accepted the Career Information Systems (CIS)

grants program, wIlich was begun as a Department of Labor demon-
stratiOn program in the 1970's and subsequently continued with
State and local funding in nine States, as a prototype for
occupational information systems generally. The CIS model

offers a multimedia approach to the delivery of occupational
data (computers, key sort ecks, microfiel-le, and printed mater-

ial) that is design to ve information immediately to

users. In fiscal year 1979, the system was available at 5,000
sites serving up to 6 million persons, and NOICC had funded
similar programs to begin in 14 more States.45

Career education programs of various types are another way
of providing people with knowledge about potential careers.
With only $10 million in Federal funds available in fiscal year
1982, the Federal role in.,these programs is limited largely to
providing seed money for programs initiated by State and local

school districts, institutions of higher'education, and non-

profit agencies. One example, the Career Intern Program (CIP),

grew out of the successful Occupational Industrialization Cen-
ters (OIC) operation. Under the CIP, high school dropouts and

potential dropouts constitute the target group for a combination

of experiential and classroom learning, coupled with individual
vocational counseling and career planning. An evaluation of
the program from January 1974 through February 1976 found that

youths who received this kind of career counseling were more
likely to stay in school and seek further education than were
members of a control group."

In addition to the CETA youth programs operating nation-

wide, which offer a combination of education, training, work
experience, labor market information, and other related ser-
vices, both the Job Service and the Bureau of Apprenticeship
and Training (BAT) have special demonstration school-to-work
transition programs for youths of high school age. The Job

Service offers a combination of career information, counseling,

job referral, am: placement to economically disadvantaged jun-
iors and seniors at six schools. BAT projects operating in 23

4. 1980 Emilloyment and Training Report of the President,

p. 86.

46. See the discussion of CIP and other career education
programs in Brenner, "\tocational, Career, and Compensatory Edu-

cation Programs," pp. 117-20. See also Stephen E. Baldwin,
"Occupational Information and Vocational Education," in NCEP,

The Federal Role in Vocational Education, pp. 39-53.
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States and the District of Columbia provide information about
apprenticeship, employ high school seniors in part-time posi-
tions, and assure their transition to full-time apprenticeship
training after graduation.47

Unemployment Insurance

The aim of Unemployment Insurance is to provide
.income support until a person who has lost a job can find
another. Some labor economists believe, however, that the
Unemployment Insurance (UI) program actually increases the rate
of unemployment and the duration of any one spell of unemploy-
ment by reducing the incentive for claimants to look for another
job until after benefit payments are exhausted. The combination
of regular and extended benefits has made it possible for per-
sons to remaiq unemployed for up to 39 weeks while rec.-oiving
benefits nearly equivalent to their previous take-home pay.48
Some $14 billion in regular benefits (payable up to 26 weeks in
most States) and $1 billion in extended benefits (payable qp to
an additional 13 weeks) were paid to more than 10 million per-
sons in fiscal year 1980.49

The Omnibus Budget Reconciliation Act of 1981 made several
changes to the UI system. These changes included eliminating
the national trigger for extended benefits; raising by 1 percent
both the insured unemployment rate at which extended benefits
would be payable in any State and the optional trigger rate;
excluding claims for extended or additional benefits when cal-

4/. 1980 Employment and TrainThg Report of the PreSident,
pp. 65-ub.

48. See the discussion of this issue in the 197b Employment
and Training Report of the President, pp. 51-52. See also two
opposing views of the labor market impact of Ui found in Martin
S. Feldstein, "Unemployment Insurance: Time for Reform," in
Harvard Business Review (March-April 1975), pp. 51-bl, and
Stephen T. Marston, "The Impact of Unemployment Insurance on
Job Search," Brookings Papers on Economic Activity (January
1975).

49. U.S. Department of Labor, Employment and Training
Administration, Unemployment Insurance Services, unpublished
datd.



culating the insured unemployment rate for extended benefit
trigger purposes; requiring claimants to have worked at least
20 weeks or have an equivalent amount of wages during the base
period in order to receive extended benefits; eliminating bene-
fits for ex-servicemembers who voluntarily leave the military
or are discharged for cause; and requiring States to pay
interest on Federal funds advanced to State UI accounts.5°

Adjustment Assistance

Under the terms of the Trade Act of 1974, adjustment
assistance benefits, including compensation, training, and
related employment services, are due workers adversely affected
by increased imports of articles similar to those produced by
the workers' firms. On the basis of an individual employability
plan developed by local Job Service staff, eligible workers may
be referred to institutional or on-the-job training or both in
occupations such as welding, secretarial work, electronics, and
licensed practical nursing, when there is reasonable expectation
of employment after training. Program statistics Kept by the
Department of Labor indicate, and General Accounting Office
(GAO) studies confirm, however, that most eligible workers have
not taken advantage of the available training opportunities but
have relied instead on the income maintenance provisions of the

act. The GAO also found that weekly cash payments helped few
workers adjust to their changed economic conditions during their
layoffs because the payments were received by most in the form
of a lump sum after they had returned to work. Instead, most
workers in the GAO survey indicated that they had experienced
no severe economic hardship as a result of their layoffs and
were able to rely on Unemployment Insurance benefits .and other
resources to meet their financial needs."'

More than 1 million persons had received unemployment bene-
fits from The start of the program in April 197b through the
end of fiscal year 1980, at a cost of $2.4 billion. About
ha1f--53u,000--of the recipients entered the program in fiscal

50. U.S., Congress, House of Representatives, Omnibus Bud-
get Reconciliation Act of 1981, Book 1, Conference Report No.
97-2.08, To Accompany H.R. 3982, 97th Cong., ist Sess., 1981,

pp. 552-58.

U.S., General Accounting Office, Restricting Trade Act
Bene_fits To Im ort-Affected Workers Who Cannotyind A Job Can
Save_Mivilions Washington, D.C.: U.S. Government iting

)ffice, January 15, 1980). See also the discussio in Walter
Corson, Walter Nicholson et al., Final Report: Sur ey of Trade
Mlustment Assistance Recipients TPrinceton, N.J.; Mathematica

fin).

H`i



year 1980, accounting for $1.6 billion of the total benefits
paid. For the period April 1975 througb(September 1980, 363,016
eligible workers filed applications for employability services,
but less than 8 percent (28,018) entered training, and only
12,760 actually completed their training.

Persons who are eligible for adjustment assistance also may
receive grants to pay for job search activities and relocating
to another community after receiving a bona fide job offer. In
all, about 2,000 grants were'offered fo'r these purposes in fis-
cal year 1980.52 UnCer the Omnibus Budget Reconciliation Act
of 1981, eligibility for Trade Adjustment Assistance has been
tightened, and recipients of benefits will now be required to
accept training or to expand their job search beyond their home
areas after the first 8 weeks of eligibility.53

Illere are other programs of this kind besides trade adjust-
ment assistance.; For example, under the Redwood Employee Pro-
tection Program,. nearly $32 million in benefits has already
been paid to workers displaced by the expansion of the Redwoods
National Park in 1968, and another $38 million is expected to
be needed to pay all monetary benefits for the future life of
the prgram through September 30, 1984.54 'Still other pro-
;rams have been authorized by the Airline Deregulation Act, the
ibiic Works and Economic Development Act, the Urban Mass
Transportation Act, and the, Regional Rail Reorganization Act.
The existence of these programs and the likelihood that other
industries may be affected by trade competition or the need for
moOernization through increased automation raises again the
issue of how the Federal Government should respond to the needs
of Aispiaced workers. (Chapter 3 of this volume, by Ralph

Aiscusses this subject.)

loa+a tor TAA programs through September 1980 provided
partmout of Labor, Employment and Training Administra-

CnempItiyment Insurance Services. See also the discussion
,i,411-1 u, "An Overview," pp. 105-107.

TI:J Bud,jet Reconciliation Act of 1981, Book t,

artment of Labor, Employment and Training
Employment Service and Unemployment Insurance

,-;!0 also Departments of Labor, Health and Human Ser-
vi l;Allaf_ton and Related Agencies Appropriations for Fiscal

Department of Labor, pp. 231-32.



Job Creation

.To ensure that employment opportunities keep pace with an
expanding civilian labor force, the Federal Government at var-
ious times has adopted job creation strategies that affect both
the public and private sectors. In addition, some State and
local governments, community-based organizations, and public-
private ventures have been experimenting with economic develop-
ment in recent years.55

Public Service Employment

Since the 1930's, the Federal Government has responded per-
iodically to deep recessions by undertaking massive programs of
public service employment (PSE) in order to help the unemployed

find jobs. The 1970s saw the development of two major PSE
programs--the 2-year Public Employment Program (PEP) launched
under the Emergency Employment Act of 1971, followed by programs
authorized under title IT (now II(D)) and title VI of the Com-
prehensive Employment and Training Act of 1973 and amendments.
In fiscal year 1980, around $3.8 billion, 41 percent, .of the

total 8.9 billion in CETA outlays financedTublic service
employment programs (titles II(D) and VI).5b

Although public service employment is usually discussed as

a single program, it actually encompasses several program
strategies: Countercyclical PSE, considered an "emergency"
measure, designed to counter the effects of a sudden, unexpected
downturn in the economy (PEP, CETA title VI); PSE as a "port of
entry" into unsubsidized private or public sector jobs for per-
sons who initially lack either the skills or work discipline
required for priVate sector employment (CETA title II(D)); work
experience for groups with special needs (CETA title IV summer
youth programs and the Senior Community Service Employment Pro-
gram); and "government as employer of last resort," which pro-
vides in(.!ome for persons who, regardless of the state of the

. Johnston, "An Overview," pp. 6(3-88. See also Robert
H. Havemdn, 'Direct Job Creation,"-in Employing the ga2m12x2A,
ed. Eli Ginzberg, pp. 142-59; and Everett Crawford and Carol
j-senins, "Economic Development Policies to Reduce Structural
7_nemp'oyment," in NCEP, Sixth Annual Rel2ort, pp. i41-95.

Department of Labor, Employment and Training
Off Jrf of Administration and Management, unpub-
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economy, cannot find work on their own LEmployment Opportunities
Pilot Program and workfare proposals).51 The Administration
has eliminated countercyclical and port-of-entry PSE programs
from CETA. Instead, it is shifting its emphasis to a policy of
increasing job opportunities in the private sector, as
discussed in a following section.

Public Works and Economic Development

Like PSE, public works and economic development programs
are subject to arguments over whether the Federal Government
should or could intervene effectively to provide job opportuni-
ties when the economy is at a low ebb. One attraction of
public works derives from its production of tangible capital
improvements in contrast to the "softer" human service outputs
of public service employment. Public works projects are also
considered to have a multiplier effect, with jobs indirectly
created as the newly employed workers spend their income on
goods and services and thereby increase local area demand for
workers who produce them. There is, however, little empirical
research on how many new jobs are actually created in this
fashion or 'how many of them go to the structurally
unemployed.58

Moreover, because economic conditions are rarely predictable
and public works projects may require considerable lead time,
the brojc.;ts may not be ready when needed or, worse, may have
to be mounted so hastily that waste and inefficiency result.
Finally, these kinds of projects may not always be necessary in
areas where unemployment is heaviest. Under the current budget,
funding for programs authorized by the Public Works and Economic
Development Act of 1965 have been sharply reduced, and no new
programs will be authorized.59

Although the Federal Government has been the originator of
most large-scale job creation strategies, some States and
localities, private firms and community-based organizations,
and mixed public-private groups.have undertaken economic devel-
opment activities of their own.6° For example, several States

57. For additional discussion of .these various types of
PSE, see Johnston, "An Ove'rview," pp. 71-82.

.)8. Ibid., pp. 82-85. See also the discussion in CraiNford
and ,usenius, "Economic Development Policies," pp. 178-M.

DetaiAs contained in Omnitius Recon 'iliation Act oi
P)81, Hook I, pp. 434-3/.

fl!rtner dlscush of those ativities, seo
'reit ,r ,1,1,-;#.11111Fro "Ecr-Inomi j)fVIl (1t''it 1 C f'S



have developed strategies to make the tax climate attractive to
firms willing to locate or expand there. Other States have
offered industrial development bond' programs, which provide a
source of inexpensive credit to finance private development
efforts, and have offered public services at little or no cost
to firms that will agree to relocate or expand in certain areas.

During the 1970's, California, Michigan, and Massachusetts,
among others, developed comprehensive economic development pol-
icies to help guide the direction of economic growth; South
Carolina incorporated Federal employment and training assistance
in its approch; and North Carolina became a demonstration model
for rural development with both State-initiated projects
(rebuilding railroads and modernizing harbors for seafood
handling) and joint Federal-State programs (an agreementNbetween
the Farmers Home Administration and the North Carolina Rural,
DdVelopment Coordinating Committee).61

A variety of private and community-based development activ-
ities also are in operation. For example, Control Data Corpor-
ation, a leading computer firm, has undertaken a program to
locate plants in inner cities. Similarly, community-based
organizations such as OIC, SER, and the Urban League have been
involve4 in local economic development projects, as have lesser
known organizations such as the Woodlawn Organization inChicago
and the Harlem Commonwealth Council. Finally, some of the Pri-
vate Industry Councils (PIC's) established under title VII of
CETA have initiated community economic development ventures.
While none of these private or quasi-public programs has
reached the massive scale of recent Federal job creation
efforts, economic development activities by non-Federal entities
have helped to generate employment in a number of local areas.

Private Sector Job Development and Hiring Incentives

If the Federal Government is to remain in the job creation
business, it seems likely to do so through the tax system, which
can be used to offer private employers yarious incentives for
offering-job to disadvantaged people. ' One example of this
kind of incentive is the Targeted Jobs Tax Credit (TJTC) pro-
gram, authorized by the Revenue Act of 1978, which offers
employers a tax credit equal to half the first $6,000 of wages
paid to edth,eligible worker in the first year and up to one-
quarter of the first $6,000 of wages paid to eligibles during
the second year--a maximum of $4,500 over a 2-yeli period. As -
originally enacted, persons eligible for the program included
recipients of Supplemental Security Income, handicapped persons

61. See MDC, Inc., The North Carolina Rural Employment
Laboratory: A Demonstration of Facilitator's Role in Collabor-
ative Rural Development, First-Year Final Report(Shapel Hill,
N.C.: MDC, Inc., for the U.S. Department of Labor, May 1980).
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referred from vocationaj. rehabilitation programs, youths
between the ages of 18 and 24 from economically aisadvantaged
families, Vietnam-era veterans Who are economically disadvan-
taged, people who have received general assistance for 30 or
more days, youths between the ages of 16 and 18 who are parti-
*cipating in approved cooperative education programs, and ex-
offenders convicted of a felony who are economically disadvan-
taged and hired within 5 years of release from prison or. date
of conviction, whichever is later.62

The Omnibus Budget Reconciliation Act of 1981.extended TJTC
to January 1983, and expanded the target-groups to include
AFRC recipients and WIN registrants (formerlk covered under a
separate WIN tax credit), as well as employees laid off as a
result of the termination of CETA PSE. Under the amended act,
cooperative education students must now be economically disad-
vantaged to qualify for the tax credit. Also, employers will
no longer be able to claim the tax credit for people already
employed by them; certifications of eligibility must be received
or requested from the Job Service before a person begins work,
-'with the exception of a 45-day grace period following the date
of enactment.°3

Despite'the opportunity for tax savings, employer response
to TJTC has been weakc with retroactive certifications predomi-
nating. 2`.n evaluation study by. Ohio State University blames
the weak.performance on these factors: Inadequate funding for
administrative services by the vouchering agencies, especially
the Job,Service; a reluctance on the part of eligible recipients
to use the vouchers as a self-marketing tool; a relatively small
tax savings to employers, which may cause them to feel. program
parpicipation is not worthwhile; and employers' reluctance to
have hiring decisions influenced by government programs."

The recent alterations to the program just described may
have the effect of making the program more directly targeted
and more effective, but tax credits for persons hired may ulti-
mately be superseded by broader economic development plans
applied in "urban enterprise zones." The urban enterprise zone

62. Johnston, "An Overview," pp. 87-88. qb

63. Omnibus Reconciliation Act of 1981, Book i, pp. 1001-6.

64. Randall Ripley, The Implementation of the Targeted
Jobs Tax Credit, Report No. 3 (Columbus: Ohio State University,
for the U.S. Department of Labor, 1981).
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concept, exemplified by the Kemp-Garcia proposal in the House

and several similar plans introduced in the Senate, is designed

to increase the number of jobs in urban areas with high concen-

trations of unemployment and poverty by providing tax incentives

for firms both to relocate to these zones and to hire the dis-

advantaged persons who live there.65

Income Maintenance Programs

Income maintenance programs have been described as a "safety

net" for persons who are unable to support themselves because

of age, disability, or the absence of a wage earner." Fed-

eral funds are currently directed to five State-Federal pro-

grams: Old age assistance (OAA), aid to families with dependent

children (AFDC), aid to the blind (AB), aid to the permanently

and totally disabled (APTD), and aid to the medically indigent

(Medicaid). In addition, each State provides a separate general

assistance program for the indigent that is financed entirely

from State or local funds without Federal supervision.67

Until the 1960's, there little relationship between

public assistance programs and employment policy. With the

Swelling of the welfare rolls, particularly under AFDC during

that decade, a strong public sentiment arose for reducing the

tax burden by requiring able-bodied public assistance recipients

to accept work or training unless exempted for a reasonable

cause.

Work Incentive program, created by the 1967 amendments

to the Social Security Act, encourages AFDC recipients tO work

Ithrough a combination of incentives (job training, day care,

lincome disregards in determining benefits) and sanctions (denial

/of further assistance to persons who are considered able but

/unwilling to work). Additional amendments in 1971 tightened

registration requirements and shifted the emphasis of the pro-

gram from institutional training to prompt job referral.

65. Employment and Training Reporter, August 12, 1981,

pp. 1387-8.

66. The last category was broadened somewhat in the early

1960's, when an unemployed parent provision was added to the

aid to families with dependent children (AFDC) program to allow

benefits to go to families where the father was unemployed and

in the home (AFDC-UP, now operative in 27 States).

67. See the discussion in Theodore R. Marmor, "Income

Maintenance Alternatives: Concepts, Griteria and Program Com-

parisons," in Poverty._ Policy, A Cbmpendium of Cash Transfer

Proposals, ed. Theodore R. Marmor (Chicago: Aldine Publishing

Co., 1973), pp. 28-54.
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The WIN program, which has been operating continuously since
1967, had over a million new registrants in fiscal year 1980;
it provided subsidized work and training to 145,600 persons in
that same year and placed 283,700 in unsubsidized jobs."
Funding and staff limitations have made it impossible to serve
all WIN i.egistrants on file. However, an experiment now under-
way at six "Total Registrant Involvement Projects" is measuring
the costs of providing the full range of traditional WIN ser-
vices to all registrants in an area to determine the feasibility
aril cost of expanding WIN activities.

In response to growing costs of the AFDC program, several
work-oriented welfare reform demonstrations were conducted dur-
ing the 1970's. For example, the Employment Opportunities Pilot
Program (EOPP), phased out at the end,of fiscal year 1981,
operated at 12 sites administered by CETA prime sponsors. The
program alternated intensive job search with subsidized public
employment or training for a period of up to 1 year, with the
ultimate objective of placing the recipients in unsubsidized
jobs. A similar approach was tried in St. Paul and several
CETA Balance=of-State areas in Minnesota for all employable
AFDC, general assistance, and food stamp recipients. The Min-
nesota. Work Equity Program also tested an integrated delivery
system involving CETA, the Job Service, WIN, and State welfare
agencies.69

Another approach tO welfare reform is exemplified by the
National Supported Work Demonstration, which was designed to
test whether a structured program of work experience for groups
of people who had not been &Ike to get or keep jobs would help
them make the transition to regular employment. The demonstra-.
tion, operated in 15 locations across the country, concentrated

, on four population groups: Women who had received welfare-pay-
ments for a long period of time, former drug addicts, former

68. U.S. Department of Labor, Employment and Training
Administration, Office of Work Incentive Programs, unpublished
data.

69. See the discussion in Department of Labor,, Health and
Human Services, Education and _Related Agencies Appropriations
for Fiscal Year 1982, Part 1, Department of Labor, pp. 78-80.
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offenders, and young school dropouts, many with historieS of

delinquency. It provided participants with 12 to 18 months of
subsidized employment, after which they had to leave the pro-

gram, whether or not they had found jobs elsewhere. An impor-

tant feature of the program was the gradual increase in job

responsibilities over time correlated with a gradual decrease

in supportive services. Evaluations indicated that the AFDC
mothers with older children who participated in the program had

a more consistent and dependable work record than did the other

three target groups; AFDC mothers also earned more money on the

project and were more likely to obtain jobs and remain employed
after they left. For this group, reductions.in the cost of

welfare and food sVraps benefits were considdrable.7°

The "workfare" approach to welfare reform requires able-
bodied welfare recipients to work at the minimum wage,to cover
the cost of their benefits. A current study that may provide

more information about the feasibility of that approach is the

Food Stamp Workfare Demonstration Project, operated at 14 sites

by the Department of Labor in cooperation with the Department

of Agriculture. All employable food stamp recipients at these

sites*are required to perform public service work in return for

the food stamp benefits to which the household is entitled. A

research contractor is evaluating the project on the basis of

both operational feasibility and the economic impact on program

participants, job sponsors, administering agencies, and tax-

payers. Under the Omnibus Budget Reconciliatiori Act of 1981,

all States are permitted to establish workfare programs for

recipients of AFDC. In addition, the State of New York recently

enacted a similar 3-year workfare demonstration program for its

general assistance population (about 172,000 persons). This

Temporary Employment Assistance Program allows public assistance

grants (up to $2,000 for a maximum of 6 months) to be paid

directly to private employers who agree to hire and train eli-

gible welfare recipients./1

70. The Board of Directors, Manpower Demonstration Research
Corporation, Summary and Findings of the National Supported

Work Demonstration (Cambridge, Mass.: Ballinger Publishing

Co., 1980). See also Judy Gueron, "The Supported-Work
Experiment," in Employing the Unemployed, ed. Eli Ginzberg,

pp. 73-93.

71. 1981. Employment and Training Report of the President,

forthcoming. For more detail on the New York State program,

see Employment and Training Reporter, August 12, 1981, pp.

1384-85.
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Activities of this kind may help determine whether the
workfare concept is a viable program ,alternative, whether enough
jobs can be generated to accommodate participants, and whether
participation in these programs really helps public assistance
recipients to move into unsubsidized jobs.

Implications of a Reduced Federal Role

The Federal Government has taken an active role in each of
the four areas described above, but it now appears certain that
there will be fewer Fedeial dollars available for programs in
the future, and, in addition, the Federal Government will have
a diminishing role in program administration. This section
discusses some implications of this reduced Federal role.

Education and Training

The Federal Government began training disadvantaged workers
because those persons had not benefited from the learning
opportunities available from other institutions and seemed to
need special help if they were ever to move into the mainstream
labor market as productive workers. The question now is
whether other institutions will be willing and able to take
over the responsibility for training disadvantaged people.

Cl arly, basic literacy skills are as important as specific
vocati nal skills in the job m4rket, and the educational system
could ie called-upon to play a'greater role in teaching these
skills -the disadvantaged. One model that seems to have had
some success in the past is the Youth Employment and Training
Programs (YETP), authorized by title IV(A) of CETA, which man-
dates a 22-percent set-aside for in-school programs for young
people, carried out pursuant to agreements between prime spon-
sors and local education agencies, but which has attracted more
than the minimum funding (31 percent in fiscal year 1980).
Joint programs like these may help to build the, kinds of link-
ages necessary to improve the use of community resources in
serving the disadvantaged.

Business and industry, with a very large training effort
already in place, might make an important contribution to the
Federal employment and training effort, but some uncertainties
about the role of private enterprise still exist. First, busi-
nesses are necessarily concerned with profits. Small busi-
nesses, in particular, must show a profit to continue operat-
ing. Tax credits, accelerated depreciation allowances, and
other incentives to hire certain hard-to-employ groups can be
effective only if employers are prosperous enough to risk adding
someone to their work force who might prove to be a problem and
later need to be terminated. The possibility that employers
will be subject to auditing by the Internal Revenue SeNice and
additional Government regulations only adds to their reluctance
to become part of a program serving the disadvantaged.
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This is one reason for the poor initial performance of the
Targeted Jobs Tax Credit (TJTC) program and for the difficulties
experienced with the HIRE program for veterans in the 1970's

and the JOBS program in the 1960's. In both the JOBS and HIRE
programs, employers were very reluctant to sign up for the
reimbursable OJT component because it involved a commitment to

hire. They preferred instead to make voluntary pledges for
jobs, many of which were never fulfilled. In TJTC (as in JOBS
previously), employers have shown a preference for retroactively
certifying the eligibility of persons they'already have on their

payroll. The net effect of that practice, disallowed by the

1981 Budget Reconciliation Act, has been merely to subsidize
the salaries of workers already employed, not to create new job

opportunities.

Another problem involving the role of business and industry

in the training of disadvantaged.workers relates to the kinds
of jobs that will be developed in the future. During the
1960's, the JOBS program generated employment opportunities in
automobile manufacturing, heavy industry, and construction, all

areas that could absorb large numbers of unskilled or semi-

skilled workers. These programs flourished during periods of

labor shortage, but when the economy slumped, these last-hired
workers were quickly laid off.

All the industries that previously sqopried thousands of
jobs are now in difficulty. Even if the economy rebounds
cluickly, it is doubtful that these industries will reach the

same employment.levels as before, and most of the rehires would

be expected to come from among people who had workqp there

previously. The use of robots and other advanced 4quipment may

also mean fewer unskilled job openings in the future, although
there is some debate among economists about the effect of tech-
nological advancement on skill requirements (see chapter 1).
Retraining displaced workers could help supply some future
needs, but, in most cases, the typical disadvantayed, unskilled .

worker would still be left without a.place.

This does not mean that business and industry cannot become

a full-fledged partner in assisting the disadvantaged; never-
theless, some very carefully considered incentives will be

needed to attract their support. The experience of Private
Industry Councils (PIC's) may be helpful in determining exactly
what kinds of incentives are required.

The military services have been suggesteclas a thiru source

of training for the disadvantaged. A major problem with this
strategy is that the inservice training offered to recruits

must be attuned to current service needs. People who are lucky

enough to be assigned to training in occvations that are in
demand in civilian life will probably do very well, provided
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the jobs interest them, but people who are trained solely for
infantry duty will obviously face greater diff'culty moving
back into the civilian job market. One solution might be to
issue vouchers good for later civilian education or for
vocational training in exchange for a certain length of
service, a continuation of the GI Bill concept. Whatever the
final plan, careful thought is required before the military
services can be counted on to contribute much to the training
of the disadvantaged.

Unfortunately, there will always be some people who are not
ready to be helped by traditional institutions. In such cases,
the Federal Government must decide how much it is willing to
spend for sometimes limited results. The National Supported
Work Program and the Job Corps are examples of activities that"
have had good results with some especially disadvantaged
clients, but these efforts are expensive and not uniformly
effective.

Labor Market Assistance

Some observers have questioned whether a public employment
service should continue to be funded. Many larger firms fill
job openings from within or use private job-matching facili-
ties. Both job applicants and employers have been critical of
the Job Service, and the number of job openings listed with
local offices has been steadily declining.

Any proposal to eliminate the Job Service, however, must
contend with the fact that most of the poor do not have access
to networks of friends and relatives or professional associates
that are available to others. Newspaper advertisements are
unreliable, and job-finding clubs are not available to every-
one. Private employment agencies could not be expected to fill
the void if the Job Service were eliminated. Most would not be
interested in serving disadvantaged or unskilled workers,
because they would be diffLcult to place and would not yield
much in placement fees. A careful assessment of the Job Ser-
vice as it now operates may help determine what its chief
assignments should be and how it could be strengthened to carry
out its responsibilities.

The implications for the non-Federal role with respect to
adjustment assistance are unclear because of lack of experience
with the program generally. The question is how many of the
adjustment assistance program activities in the area of
retraining could be'absorbed by othen institutions. Policy-
makers must decide the degree of assistance that displaced
workers are due from the Federal Government.



Job Creation

The central issue of job creation is whether the overall

economy will create enough jobs for the hard-to-employ. If

enough jobs are created, there will be less need for the kinds

of supplementary job creation strategies exemplified by the
Targeted Jobs Tax Credit program, although some programs of
this kind may still be needed to overcome employer resistance

to hiring disadvantaged workers who lack basic skills.

In the short term, the effectiveness of TJTC and other pri-

vate sector hiring incentives needs to be evaluated carefully.

As already indicated, an evaluation of TJTC by Ohio State Uni-

versity found employers rather unenthusiastic about the tax
credit opportunities available and eligible people equally
reluctant to use their status as a self-marketing employment

tool.

Income Maintenance

The question here is the extent to which States and locali-
ties will be able to assume welfare costs and to develop work-

related programs. The Omnibus Budget Reconciliation Act of

1981 permits State governments to use their AFDC allotments to

establish three different kinds of welfare reform programs.
Providing enough jobs for persons in the workfare projects and

paying for the necessary supervision for such projects will be

expensive, however, and the future of these programs may well

turn on whether their outcomes justify their costs. Experience

with the national supported work experiment indicates that work
experience that leads to better earnings 'prospects requires

intensive and expensive types of programs.

. ConClusion

Federal employment and-training programs by themselves can-

not serve the needs of all disadvantaged, unemployed, or
underemployed persons who regiiire assistance in the labor mar-

ket. It is essential in this period of fiscal restraint to
determine what other sources of assistance exist.and how they

can support the Federal employment and training effort. It is

equally important to have some idea of the factors that affect

the numbers of jobs (job creation strategies) and the number of

jobseekers (income maintenance program work test requirements,

labor market assistance efforts, and adjustment assistance).

This review has shown that Federa.1 employment and training

programs like CETA and WIN represent only a small proportion of

the learning opportunities available in the United States.

101



Nevertheless, most of the opportunities available from other
sources do not serve people who lack basic literacy skills.
These people will continue to require special help if they are
to function adequately in the labor market. Developing a
rational system for serving the needs of disadvantaged, unem-
ployed, or underemployed persons--a system that takes into
account.the resources available from both the public and private
sectors--remains one of the major challenges of the l980s.
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TROUBLED WORKERS IN THE LABOR MARKET
-

The Trade Assistance Act, the Area Redevelopment Act, the
Comprehensive Employment and Training Act (CETA), various equal
employment laws, and other Government programs have been devel-

oped to help people having trouble in the job market. These peo-
ple include displaced workers from the shoe, automobile, and
electronics industries; older persons who have lost their jobs;
workers in declining communities; low-wage workers in the rural
South; working women who are heads of households and low-wage

black and Hispanic workers. All these groups and others have
been cited at various times by various observers as being
likely to benefit from social programs to alleviate their
problcnns in the labor market.

By what criteria are workers judged to be "troubled"? How

serious are the economic problems facing "troubled" groups? Is

the condition of these people relatively permanent or the re-

sult of transitory setbacks?

This paper seeks to answer these questions. It examines

evidence on the dimensions and nature of the "troubled worker"
problem and on the reasons for the problem. It reviews a
variety of studies that focus on troubled groups in the job

market and presents a new analysis of the Panel Survey of
Income Dynamics, a longitudinal survey covering approximately
5,000 families from 1967 to 1979 (University of Michigan Survey
Research Center). Because the problems of youth employment
have been dealt with in detail elsewhere (Freeman and Wise,
1981) this paper addresses only the problems of adult earners,
age 24 and above.

The literature on troubled workers differs in several
respects from that on many other economic subjects, because
evidence and hypotheses about behavior are derived from more

diverse sources. Some of the most intriguing ideas--those
relating to the "dual labor market" (Doeringer and Piore,
1971)--were obtained by direct observation rather than by
theorizing about the operation of a competitive economy or by

manipulating computer data files. Controlled experiments have
also examined the nature of the problems facing troubled work-

ers. At the same time, researchers have performed statistical
analyses of cross-sectional data sets and, to a greater extent
than is common in other areas of research, of longitudinal data

sets as well.

This paper provides a broad overview of some of the
literature on troubled groups in the labor market. It seeks,

so far as possible, to avoid the interpretive debate between
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the "dual labor market" and "human capital" analysis that runs
through much of.the literature, and tries instead to concen-
trate on empirical findings, regardless of their source. A
first step in evaluating various theories is to "get the facts
straight."

Section 1 explores alternative concepts of troubled workers
And seeks to show how the resultant universe of need varies
with definition. Section 2 considers the correlates and causes
of the problems. Section 3, the most extensive part of the
study, reviews evidence on five groups of workers often cited
as having problems in the job market. Section 4 is a brief
condlusion..

he principal results of the analysis can be summarized in
11 basic propositions about workers, and groups of workers,
having trouble in the job market:

1. Many workers at the bottom of the income distribution
are permanently plagued by problems of low earnings. If "per-
manently disadvantaged" is defined s being in the lowest dec-
Ile of the male earnings distributio for 70 percent or more of
the time over a decade, about 5 per nt of working men who are
heads of households are "permanentl disadvantaged.77-And 60
percent of women household heads wh are ih the labor force in
any given year are in the lowest ear n s-decile for men. The
existence of this group reflects the predominance of ajperma-
nent rather than transitory earnings in the American earninge
distribution.

2. Although many workers who lose their jobs (or other-
wise suffer from sudden declines in amount of time worked or in
wages earned) recover successfully, workerswho drop substan-
tially in the earnings distribution do not recover their pre-
,Arious economic positions. That is, large declines in earnings
have a substantial permanent as well as.transitory component.

3. 'Low wages and lack of work taking the form of few
weeks worked both contribute to placing an individual at the
bottom of the earnings distributioh. Surprisingly, perhaps,
low wages appear to be the more important cause of permanent
economic disadvantage.

4. Low-earning workers have certain distinct character-
istilcs. For the most part, they are poorly eduated,
relatkvely-zioskilled, female, and loca 0 in certain indust-
ries. 'Alegrei'sion analyiie,..designed to predict the composition
of the troubled group based on the objective characteristics,
however, is less accurate than simply taking a random eelection
of workers who were ever in the bottom decile. This fact high-
lights the importance of personal, unobserved factors in the
labor market problems of individuals.
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5. The classic labor marjcet adjustments to economic dif-
ficulties--mobility of supply, growth of demand in response to
availability of labor, and changes in wages--appear to be rea-
sonably efficacious for displaced workers, for depressed com-
munities, and for most older workers with job market troubles.
Similarly, economic developments in the 1970's helped improve
the positions of black and Hispanic workers. The situation for
women heads of households, however( shows little evidence of
change, and sluggish economic growth has meant that persons at
the bottom have hardly improved their absolute earnings.

6. Economic growth raises the labor market earnings of
all groups, including disadvantaged workers. It significantly
improves the relative earnings and employment chances of blacks
and, to a lesser extent, women. Although the absolute level of
the earnings of all groups is raised by growth, the earnings
distribution itself is only modestly affected; therefore,
growth does little to improve their relative position.

With respect to specific groups of troubled workers, the
evidence indicates the following:

7. Perhaps the group with the most serious labor market
problem is working women who are heads of households. Their
annual earnings place them in the bottOm decile of the earnings
distribution for men to a greater extent than any other defined
group. Unlike blacks, whose median wage and salary earnings
have risen rapidly in the past two decades, women have not
fared well, although nonwhite women have closed the gap between
themselves and white women.

8. Economic changes affecting the black community in re-
cent years have substantively eltered the nature of the labor
market problem for blacks. A significant proportion of black
men have made considerable economic advances; at the same time,
however, the labor participation of black men has fallen,
creating a disparity between those holding jobs in the main-
streath economy and those outside the mainstream. Traditional
equal employment activities do not seem to offer a route out of
economic distress for many less skilled black workers. For
Hispanics, lack of education and lack of skills appear tn be
the most important deterrents to economic progress.

9. While alost displaced workers manage to recover their
jobs or to obtain good jobs elsewhere, time worked and real
wages fall nqt-iceably for many workers as a result of displace-
ment. In some cases, it appears that workers who lose jobs for
reasons related to foreign competition suffer more serious earn-
ings declines than do other job losers, perhaps because of
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especially severe and.permanent declines in their sectors.
The losses in earnings are large enough to reduce the workers'
posicion markedly in the earnings distribution.

10. Although the positive cross-section41 relationship
between age and earnings may make claims that older workers are
a troubled group seem incorrect, older job losers do appear to
have significant problems, such at protracted unemployment,
lower wages upon receipt of new jobs, and fewer hours,worked.
Health problems seriously impair the earningg of some older
workers.

11. Areas with high rates of unemployment tend to experi-
- ence these rates for long periods, a decade or more., making

most regional differences in unemployment permanent,rather than
transitory.' Thesedifferences appear to be at least partially
compensated for by\higher-wage rates, although the extent to
which persistent une'mplAoyment is in excess of that consistent
with equilibrium compensating differentials is unknown. "An
area Of high unemployment and low wages" is a better definition
of economically troubled areas than the current definition
based solely on-high unemployment rat.es.

1. The Problem: Concepts and Definitions

As already indicated, many groups of workers have been
cited as facing serious troubles in the job market. Two basic
criteria are'used to label workers as troubled. The first
focuses on levels of earnings, with workers having low eaehings
viewed aS being troubled. Following common nomenclatuAe, we
call these workers disadvantaged. The second definiticin

0
focuses on Workers suffering significant earnings losses, even
though their 'initial earnings may be relatively high. These
are generally workers who lose their jobs. -We call them
distreSsed workers.

The two definitions yield different pictures of who is in
trouble. Conceptgally, since workers with very low earnings
have'little to fose, they are rarely likely to qualify as-trou-
bled by a loss criterion, whereas workers with high earnings
are potentially vulnerable to large losses that still leave

-111any of them with reasonably high earnings.

The extent to which one Worries about workers with low
earnings or with significant losses of earnings depends on two
aspects of their economic position: Its permanent or transi-
tory nature, and the extent to which the individuals or their
families have other income in the relevant period.
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The Permanent/Transitory.. Issue

The diStinction between permanent and,transitory income,
originally developed by Friedman and Kuznets (1954), is central
to identification of real problems in the job market. Workers
with low earnings because of transitory difficulties, who will
receive large increases in the future, are not in the same
category of economic trouble as workers with permanently low
earnings.

How permanent or transitory'is the earnings distribution,
particularly at the lower end? The principal study'investi-
gating this question was done by Lillard and Willis (1978).
They found the earnings distribution to be dominated by its
permanent component to a degree that may surprise some read-
ers. In particular, Lillard and Willis found that the correla-
tion coefficients between earnings/in one year and earnings in
ensuing yearS was-high initially (about 0.8) and declined only
modestly (to about 0.7 after 6 years) among male heads of
households (see figure 1). This persistence yields an estimate
that 73 percent of income differences among individuals is

permanent and 27 percent is transitory. Lillard and Willis
further estimated that 65 percent to 73 percent of the per-
manent component of income differences was attributable to
measured characteristics of individuals.

For poverty groups, their study showed that although only
15 percent of white and 35 percent of black workers expected to
be below the poverty level in all 3 years of a given 3-year
period, the chance of being in poverty was greatly affected by
being in Poverty during previous years. A white in poverty, in
one year has a 37 percent chance of being in poverty the fol-
lowing year, compared with a 1.7 percent chance if the worker
had not been in poverty earlier. For blacks, the differences
ore 60 percent and 4.3 percent, respectively.

As part of this study, I have examined the Michigan Panel
Survey of Income Dynamics (PSID) and obtained results consis-
tent with Lillard and Willis. Table 1 provides a summary of my
PSID results. It shows the number of appearances in the lowest
deciles (for male heads of households. The permanent nature of
low earnings for a large number of workers is evident. During !

the decade covered, while only 1.3 percent of those at the bot- I
tom decile were at the bottom every year, 5.1 percent were at \f

the bottom in all but 3 years. A definite group is located
permanently at the bottom of the earnings distribution. In

1969, this group's earnings averaged,$3,511 a year; in 1978,
its average earnings were,$5,679. Note-that the 62 percent /

increase for the group is considerably below the 78 percent-,
rate of inflation in the period.

109
1 2



Figure 1. Actual and Predicted (from Markov model)
Correlation Coefficients for Log Earnings Between the
Years 1967-73*
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Adapted form Li llard and Willis (1978), p. 993. 110



Although I stress the permanent nature of earnings, other
analYsts (Coe, 1978; Levy, 1976) looking at the same or similar
data have stressed the substantial year-to-year changes in eco-

nomic status. In part, this difference is a question of
whether the water glass is half empty or half full. But it
also is a question of whether one focuses on earnings of indi-

viduals or on family incomes. One of the most striking
findings of the Michigan PSID analysis is that changes in
family incomes, and thus poverty status, are affected more by
changes in family organization than by changes in the earnings.
of family heads (Duncan and Morgan, 1981, p. 2). This result
suggests greater instability in family incomes than in indi-
vidual earnings, which is consistent with a relatively perma-

nent earnings distribution.

The data\underlying table 1 also permit us to examine the
status of workers who suffer significant income losses. Table

2 shows how these workers fare several years later. /Part I
shows that almost 14 percent of male workers experienced de-
clines of tWo or more decilds. Part 2 shows that for workers
who are big losers, most do not readily recover their posi-
tions, while p.rts 3 and 4 show that for workers who main-
tained their decile position from 1969 to 1972 gains and losses
in the ensuing period left them in roughly the same position
from 1972 to 1977. On average, those who suffer large losses

end up below their initial positions by about one decile after
5 years. This does not imply that job loseré necessarily
suffer permanent income losses, but rather that large changes
in the position of workers in the distribution are partly

permanent changes.

For purely transitory shocks, the speed with which workers
recover can be estimated using the Lillard and Willis (1978)
model. According to their calculations, earnings in one ypar
have a serial correlation of 0.4 above and beyond the permanent

income component. This implies that a transitory slip that
reduces earnings by 10 percent in an initial year would reduce
earnings by 4 percent in the following year and by less than I

percent 3 years later. Hence, in this analysis the displaced
workers essentially recover their full positions in 5 years,
assuming all of the slip is transitory.

Thus far we have examined the economic status of male heads

of households. What about female heads of households?

Because women earn strikingly less pay than men, and
because women may change their status through marriage or by
dropping out of the labor force, our analysis for women is dif-
ferent from our analysis for men. First, we use the male de-

ciles as earnings categories and include "out of labor force"
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Table 1

Distribution of The Number of Times in Lowest
Annual Earnings Decile for Men, 1969-78a

Category Percentage

Never in lowest decile 70.5

In lowest deeile: 29.5

1 time 11.1

2 times 4.6

3 times 2.6

4 times 2.7

5 times 2.0

6 times 1.3

7 times or more 5.2

7 times 1.1

8 times 1.2

9 times 1.3

10 times 1.6

a. Weighted distribution using PSID 1979 individual
weights, which,are the inverse of sampling probability.

Note: The sample consisted of 1,395 men age 24 or over in

1969 and heads of household and labor force rrticipants for
the period 1969-78.

SOURCE: Data from all 12 waves of the-Pahel Study of
Income Dynamics (1968-1979), Survey Research Center, Institute
for Social Research, University of Michigan, Ann Arbor,

Michigan.
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Table 2

Distribution of Male Workers Who Fell in The
Earnings Distribution By Two or More Deciles

Category Percentages

1969-72

1. Men Who Fell at Least 2 Deciles
in Earnings Distribution, 13.7

2 deciles
3 deciles
4 deciles
5 or more deciles

6.9
3.0
1.7
2.1

Average decile drop over
covered period 3.1

2. Positions of Men Who Had Fallen
2 or More. Deciles, 5 Years Later: 1969-72-77

1 or more deciles above
1969 decile 12.6

No change from 1969 decile 11.0

1 or more deciles below
1969 decile 7.4

1 decile
2 deciles
3 deciles
4 deciles
5 or more deciles

1(3.2

27.2
10.5
10.5
12.0

Average long-term decile
change 1.9

3. Proportion of Men Who Stayed in
Same, Decile in Earnings
Distribution, 1969-72 38.1



Table 2, continued

Category Percentages

4. Positions of Men Who Stayed
in Same Decile, 5 years later 1969-72

1 or more deciles above
1969 decile 31.5

No change from 1969 decile 47.0

1 or more deciles below
1969 decile 21.5

Note: The sample was 1,395 men age 24 or over in 1969 and
heads of households and labor force participants for the period
1969-78.

SOURCE: Data from all 12 waves of the Panel'Study of
Income Dynamics (1968-1979), Survey Researth Center, Institute
for Social Research, University of Michigan, Ann Arbor,
Michigan.



or "no longer head" as special categories. Table 3 presents
the results of our analysis. -It shows a larger degree of per-
manence at the bottom of the distribution, because the !lower
absolute level of earnings of women more than counterbalances
the enhanced opportunity for "escape" into other states. For
women working in all the years, the pattern of correlation is
similar to that for men; the fact that women are more perma-
nently in the troubled group does not reflect anything special
about their earnings determination process except the mean
level of earnings. Because of the shape of earnings distribu-
tions, the differences in means between men and women
translates into even larger differences in the fraction below a
specified cutoff point. Consistent with the results in table
3, Duncan and Hoffman (1981) reported.in their an;aysis of the
PSID data that "in any given year, half of the white women and
three-quarters of the black women fell into the bottom fifth of
the male wage rate distribution..." (p. 86).

The Hard Core Hypothesis

The "half empty" or "half full" question of whether workers
at the lower Vail of the earnings distribution are there more
or less permanently than we would expect can be examined in
terms of the recent findings of Clark and Summers (1979). In a
series of-papers, they have demonstrated that much unemployment
in the United States is generated by a small "hard core" of
persons-Who lack work for extended periods. They show thai "a
large fraction of all unemployment is attributable to persons
out of work a large part of the time" (p. 116). Their analysis
effectively disproves the view of unemployment as a transitory,
turnover problem.

To what extent does the "hard core" hypothesis fit the
troubled workers on whom we have focused? Table 4 suggests
that, as in unemployment, a small group of men facing permanent
economic problems constitutes the bulk of the disadvantaged
male worker problem. More than 44 percent of the person-years
in the lowest decile are accounted for by 5 percent of the
workers "permanently" in.the decile. This is, of course,
simply another way of documenting the basic finding of
longitudinal studies of income distribution: The earnings
structure is dominated by its permanent component. Jencks'
(1973) conclusion that the income distribution is dominated by
luck is simply wrong unless one means "luck" in gaining a
permanent income.

Outside Income

Individual workers who are disadvantaged or distressed may
have outside earnings or live in families with other earnings.
To what extent do these other forms of income place the trou-
bled workers in a higher position in the income distribution
than one would otherwise expect?



Table 3

Labor Market Performance of Female Heads of Householda

Number of
Years in
Labor Force,
1969-78

1

2

3

4

5

6

7

8

9

10

Percentage
of Sample in
Group

34.8

4.4

3.6

1.9

2.7

3.9

2.5

5.4

6.2

6.6

28.1

Percentage of Years in
Labor Force in Which
Annual Earnings Were
in Bottom Male Decile

Percentage of Group
in Bottom Male
Decile, A1,1 Labor
Force Years

92.3

91.4

82.1

66.9

54.3

96.4

67.1

75.0

60.5

42.0

92.3

82.7

80.2

42.0,

44.5

79.7

39.3

55.6

41.6

20.7

Average Years in
in Labor Force 7.5

Average
Percentage in
Lowest Decire 60.2

a. All figures are based on weighted observations. The sample
is limited to women who were household heads over the entire 10
year period. In the PSID, 80.8 percent of women who were heads in
the initial year (1969) were heads for all of the years, whereas
19.2 percent were not heads for all 10 years.

SOURCE: Data from all 12 waves of the anel Study of Income
Dynamics (1968-1979), Survey Research Cente Institute for Social
Research, University of Michigan, Ann Arbor Michigan.
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Table 4

Cont4Fibution of the Hardcore Disadvantaged
To Male Household Heads in Lowest Decile

Percentage

Proportion of Total Sample
in Disadvantaged Group
(7 or more times in lowest
decile)

Proportion of Sample Ever
in Lowest Decile Who Are
in Disadvantaged Group

Proportion of Person-Years
in Lowest Decile Contributed
by Disadvantaged Group

V.

5.2

17.6

44.2

SOURCE: Calctlated from table 1.
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To answer this question. I have made the tabulations of the
PSID data contained in table 5. This table shows that the fam-
ilies of disadvantaged workers do not receive sufficient out-
side income to alter their relative position, although they do
receive enough to improve their absolute income significantly.
In part, this conclusion reflects the fact that the income
transfer programs of the government reduce the absolute level
of poverty of people at the bottom, as numerous analysts (see
Danziger, Haveman, and Plotnick, 1981) have pointed out.

All told, the families of workers identified as disadvan-
taged by labor market earnings remain in the most serious
economic trouble. They are not people who work for low wages
because they have large outside incomes; nor are they persons
subject to transitory declines in economic status. They are
workers who are persistently at the bottom of the earnings
distribution.

2. Correlates and Causes of Labor Market Problems

Diverse reasons have been proposed to explain why certain
workers have permanent problems in the job market. Some re-
searchers believe that workers at the bottom of the distri-
bution have innately low productivity because of human capital
factors. Others believe the problem stems from a lack of "good
jobs," that low-wage workers could fill better jobs given the
chance. Still others cite discriminatory barriers as a cause
of low earnings. For displaced workers, changes in demand con-
ditions due to foreign competition, automation, and similar
factors are often cited as causes of problems. Because groups
and individuals having market problems differ greatly, differ-
ent factors are likely to operate on the various groups. In
this section, I present an overview of some elements that must
be considered in any assessment of causality.

Low Wages Versus Few Weeks Worked

One of the more surprising findings of the poverty research
of the past decade was the discovery that a large proportion of
families in poverty had household heads working full time
year-round. According to this finding, low wages are a major
factor determining poverty status.

How many of the permanently disadvantaged persons on the
PSID are in that state becemse -of low wages, rather than be
cause of few hours worked? Table 6 presents calculations
*designed to answer this question. It sh-ows the mean wages and
hours -worked of disadvantaged, distressed, and other male
workers in our samples. Perhaps the most surprising finding in
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Table 5

Outside Income for Subgroups of The Samplea

Category

Mean
No.of
People

in
Family

Mean
No. of
Earners

in
Family

Total
Family
Income
($)

Family Income
Minus Head's
Labor Income

($)

Family Income
Minus Head's
and Wife's
Labor Income

($)

Distressed 4.2 2.2 15,059 5,753 3,212

Disadvantag-ed 4.0 2.1 7,670 3,560 2,320

Bottom Decile 4.0 2.0 8,200 3,960 2,270

\

Total Male
Sample 4.0 2.1 20,650 5,530 3,130

Female House-
hold Heads
in Bottom
Decile of \
Male Earnings
Distribution 2.5 8,067 4,057 --

a. Weighted distribution using PSID 1979 individual weights,

which are the inverse of sampling probability.

SOURCE: Data from all 12 waves of the panel Study of Income

Dynamics (1968-1979), Survey Research Center, Institute for Social

Research, University of Michigan, Ann Arbor, Michigan.
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Table 6

Breakdown.of Annual Income By Annual Hours
Worked and Hourly Wagesa

Category

Hypothetical
Average Full-time,

-Hourly Annual Annual Year-round
Wages ($) Hours Earningsb Earningsc

t--

Disadvantaged. . 2.31 2,226 - 4,114 5,304

Bottom Decile 2.51 2,056 4,235 5,763

Displaced 4.89 2,078 9,323 11,227

!

All Men 6.80 2,296 15,125 15,613

a. Weighted distribution using PSID 1979 individual weights,
which are the inverse 6f sampling proirility.

b. Although each individual's annual earnings are the product
of his average hourly earnings and his annual hours, it is.not
necessarily true that the mean value of annual earnings for any

grolip is exactly equal to the product of the mean average hourly

earnings and the mean annual hours. This accounts for the slight
difference between the actual and hypothetical earnings for all

men.

c. The hypothetical earnings figure for 'each group is the
product of the group's own mean level of average hourly earnings
(as shown in the first column) and the mean level of annual hours
for the sample as a whole (2,296 hours).

SOURCE:. Data from all 12 waves of the Panel Study of Income
Dynamics (1968-1979), Survey Research Center, Institute for Social
Research, University of Michigan, Ann Arbor, Michigan.
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the table is the extensive hours worked by disadvantaged and
displaded workers and by workers in the bottom decile. The

column on the far.right shows that even if the disadvant.aged
workers worked as many hours over the year as other men, their
year-round earnings would still be quite low, around $5,300.
Only a small proportion would rise out bf the bottom aecile if
they worked full time at their current wages.

The importqhce of low wages in keeping workers at the bot-

tom of the incometdistribu. ..)n can also be analyzed by com-

A paring the correlation coefficients for hourly pay with those

for time worked. Correlation coefficients for hourly wages and
hours worked 'Yield higher correlations for wages, though even

time worked shows considerable perbistence. A Positive corre-
lation also exists in the data betwe4n hourly pay and time

worked.

Figures for distressed workers tell a different story about

the importance of wages and time worked in reducing 4 worker's
position in the earnings distribution. Tabulating the annual
earlings, annual hours, and average hourly earnings of workers

who fell two or more deciles from 1969 to 1978 (or ih any sub-
period), we estimated that the average drop in the logarithm of
annual earnings between 1969 and the year of their biggest de-
cline in decile position was -0.38. Of this drop, 0.28 points

were due to declines in hours worked and 0.10 points were due

to declines in wages. This 'result indicates that for dis-.
tressed workers muph of the problem is due to lack of work
rather than low wages.

Characteristics of the Disadvantaged and Distressed

Who are the disadvantaged workers? Who drops in the earn-

ings distribution? Any assessment of the factors cap*Ing some

workers to end up at the bottom of the distribution and others

to experience substantial drops in income requires knowledge of
the distinguishing characteristics of the workers.

Although most studies of low income focus on family incomes'

rather than on individual earnings, analyses of earnings func-
tions and of the determinants of poverty-level_wages by
Bluestone, Murphy, and ,Stevenson (1973) and Muller (1977) show
results roughly similar to those found in poverty studies.
Workers with low-earnings tend to be-4..,hose for whom standard
earnings equations would predict to ha've low earnings, i.e.,
relatively.unskilled workers, blacks, women, and so forth.

Table 7 documents this fact with the 1971 Michigan PSID data.
The first columns present the coefficients on_selected vari-
ables in earnings equations (columns 2 and 3) and hours
equations (column 4); the last three equations explain who
faces serious economic trouble, due to the distress of falling
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Table 7_

Regressions Coefficients and Standard Errors for Earnings. Hours, and Measures of
Economic Trouble, Male Heads of Households, Michigan PSID, 1971 Sample

Mean
(S.D.] Dependent
of Variable =

Independent Log of 1971
Variables Labor Income

(1) (2)

Dependent
Variable
Log of 1971

Average Hourly
Earnings
(3)

Dependent
Variable =

Log of 1971
Annual Hours

(4)

Dependent
Variable =

Whether Ever
Displaced

(5)

Dependent
Variable =
Whether in
Disadvantaged

Group
(6)

Dependent
Variable =
Number of

Tipe:01.7ottom

(.4
Mean (S.D.1 of
Dependent Variable -- 9.208 1.501 7.714 0.637 0.052 1.031

(0.461) (0.589) (0.333) (0.481) (0.222) (2.210)
Independent Variables

Industry dummies (food & kindred deleted)

Agriculture .053(.225) -.567(.027) -.586(.022) .025(.016) -.095(.023) .304(.010) 2.97 (.088)

Personal Service .019(.136) -.224(.025) 7.303(..026) .041(.014) .052(.020) .052(.009) 1.60 (.080)

Retail Trade .093(.152)- -.157(.018)' -.208(.015) .037(.010) .162(.015) .043(.007) .595(.059)

Textiles .016(.125) -.211(.026) -.122(.021) -.087(.015) .058(.022) .022(.009) 1.067(.084)

28 Others Yes Yes Yei Yes Yes Yes

Occupation dummies (service workers deleted)

PrOfessional and
Technical .176(.381) .1,69(.024) .273(.019) -.096(.014) -.159(.020) -.006(.009)

Managers and
Officials .152(.359) .289(.024) .298(.019) .000(.014) .162(.020) -.007(.008)

Self-Employed
Businessmen .074(.261) -.301(.025) -.2.66(.020) .074(.014) -.018(.021) .140(.009)

Clerical and Sales .095(.293) -.003(.024) .047(.019) -.050(.014) -.043(.020) .002(.008)

-.579(.077)

-.563(.07b)

1.279(.081)

-.263(.077)
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Table 7. continued

Mean
(S.D.)
of

Independent
Variables

(1)

Dependent
Variable =
Log of 1971
Labor Income

(2)

Dependent
Variable =
Log of 1971

Average Hourly
Earnings

(3)

Dependent
Variable =
Log of 1971
Annual. Hours

(4)

Dependent
Variable =
Whether Ever
Displaced

(5)

Dependent
Variable =
Whether in
Disadvantaged

Group
(6)

Dependent
Variable =
Number of

Times in Bottom
Decile

' (7)

Craftsmen and
Foremen .213(.410) .011(.024) .083(.019) -.077(..014) -.080(.020) .002(..008) -.263(.077)

Operatives .161(.367) -.099(.024) -.043(.020) -.080(.014) -.034(.020) .061(.009) ;297(.078)

1-1 Unskilled laborers,
service workers .074(.262) -.173(.025) -.037(.020) -.143(.014) -.125(.021) .071(.009) .488(.081)

44)

Farmers and
Farm Managers .038(.190) -.174(.034) -.355(.029) .182(.020) .233(.029) .-.003(.012) .331(.112)

Age dUmmies (ages 30-34 deleted)

24-29 years .138(.345) -.097(.009) -.095(.008) -.040(.005) -.031(.008) .034(.003) .211(.031)

35-39 years .156(.363) .063(:009) .063(.007) -.040(.005) .022(.008) .017(.003) .169(.030)

40-44 yoars .213(.409) .200(.009) .174(.007) --.471(.005) -.021(.007) .021(.003) -.008(.028)

45-49 years .159(.366) ...116(.009) .123(.008) .052(.005) -.031(.008) - .041(.003) .094(.030)

50-54 yearn .109(.312) .116(.010) .197(.008) -.131(.006) -.083(.008) .043(.004) .091(.033)

55-59 years .045(.208) .189(.014) .216(.008) -.069,(.008) .069(.012) .127(.005) .745(.045)

b0-68 years .019(.137) .137(.020) .124(.016) -.041(.012) .190(.016) .048(.007) .593(.065)

_Region dummies (West deleted)

Northeast .252(.434) -.036(.008) -.035(.007) .030(.005) -.037(.007) .013(.003) .375(.027)

North Central .316(.465) .011(.008) -.031(.007) .044(.005) -.014(.007) .014(.003) .164(.026)

.4
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IV

Table 7, continued

Mean Dependent Dependent Dependent
(S.D.) Dependent Variable = Dependent Dependent Variable Variable =

, of Variable = Log of 1971 Variable = Variable = Whether in Number of
Independent Log of 1971 Average Hourly Log of 1971, Whether Ever Disadvantaged Times in Bottom
Variables Labor Income Earnings Annual Hours Displaced Group Decile

(1) (2) (3) (4)
cf5)

(6) (7)

South .267(.443) -.081(.068) -.145(.007) .067(.005) .028(.007) .031(.003) .482(.027)

Race (nonwhite = 1) .110(.313) -.086(.009) -.081(.007) -.006(.005) -.011(.008) .040(.003) .619(.029)

Union (member = 1) .327(.469) .075(.007) .150(.005) -.042(.004) .160(.006) -.070(.002) -.767(.021)

Education dummies (12 years deleted)

Illiterate .014(.116) -.439(.024) -.464(.019) .029(.014) -.334(.020) .135(.008) 2.44 (.076)

Grades 0-5 .021(.144) -.260(.020) -.260(.016) -.005(.011) -.097(.017) .282(.007) 2.57 (.064)

Grade3 6-8 .117(.321) -.204(.010) -.193(.008) -.033(.006) -.028(.008) .066(.003) 1.05 (.031)

Grades 9-11 .171(.376) -.100(.009) -.113(.007) -.011(.005) .049(.007) .048(.003) .711(.028)

Nonacademic training
beyond grade 12 .110(.312) .055(.010) -.008(.008) .035(.006) .054(.008) .035(.003) .151(.031)

College, no degree .154(.361) .128(.009) .058(.007) .042(.005) .047(.008) .022(.003) .094(.029)

College, no
advanced degree :124(.329) .328(.011) .265(.009) .034(.006) .002(.009) .007(.003) -.010(.034)

College, advanced
or professional
degree .074(.262) .580(.014) .435(.011) .119(.008) -.096(.012) -.000(.005) -.265(.045)

R2 .333 .449 .129 .118 .242 .372
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, two or more deciles in the distribution (column 5); being in

our disadvantaged group (column 6); and in terms of,the number
of times an individual appears in the bottom decile (column
7). It is not surpris!Alg that in general the same characteris-
tics that affect average earnings also influence the likelihood
of falling at the bottom of the distribution. So long as the
distributions of persons in the various groups being compared

are reasonably shaped (for example, they have a standard single
hump and nonnegligible tails), factors that alter average
levels of earnings will necessarily also alter the frequency of
falling below a certain cutoff point. Indeed, if distributions
had specified shapes (for instance, lognormal), we could esti-
mate the impact of factors on the chance of being below a
cutoff point from estimates of the effect of that factor on
earnings.

It is significant to note the importance of industry in de-
termining the earnings and disadvantaged status of workers in

the table 7 calculations. In a detailed analysis of the deter-
minants of poverty status among families of workers employed 40
weeks or more, Muller (1977) found industry to be as important

as education in some calculations and important in virtually
all. In hourly wage regressions, industry was second to

education as an explanatory factor while in determination of
poverty-level wages, industry was the major factor. At one
level, evidence of an important industry component in the wage
determination process can and has been taken as indicative of
suppOrt for the dual market hypothesis that workers with the

same personal attributes obtain very different economic out-
comes in different parts of the economy. The evidence can also

be interpreted, however, as reflecting unobserved personal
attributes: Low-wage industries may simply be the "employers

of last resort" for the less productive. Whatever the reason,
industry, as well as standard demographic and human capital
factors, is an important determinant of earnings and disadvan-

taged status.

Another interesting aspect of table 7 is found in the
coefficients for older workers, who, despite having incomes
above those of the deleted (30- to 34-year-old) group, have
greater chances of being in the disadvantaged and displaced

sets. This fact highlights the problems, to be discussed
later, of troubled older workers.

Although definite characteristics can be associated with
being disadvantaged, it is important to recognize that models
that predict a person's disadvantaged status from these charac-
teristics are not as reliable as knowledge of a person's pre-
vious placement in the lowest decile in predicting permanent
placement in the lowest decile. We documented this point by
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comparing the fraction of persons correctly and incorrectly
predicted, based on their 1971 characteristics, to be in the
lowest decile seven or more times with the fraction predicted
by previous placement in the lowest decile. We used linear
probability models to predict disadvantaged status from an in-
dividual's position in the earnings distribution in 1971 and
selected demographic characteristics. The results of these
regressions were a set of predicted probabilities on whether or
not a given individual would be in the disadvantaged group.
These predicted values were used with a set of cutoff criteria
such that for each model the percentage of the sample predicted
to be in the disadvantaged group was equal to the actual pro-
portion (5.2 percent). Under these criteria, using demographic
characteristics provided relatively little gain in predictive
power.

When the only datum used was the individual's poverty
Status in 1971 (whethei or not he was in the bottom decile),
the results were: 3.0 percent predicted disadvantaged and
actually disadvantaged; 2.2 percent predicted disadvantaged
and not actually disadvantaged; 2.2 percent not predicted dis-
advantaged and actually disadvantaged. When the individual's
1971 poverty status was used along with simple demographic
characteristics (education, age, race, region), the accuracy
increased only slightly: 3.5 percent predicted disadvantaged
actually disadvantaged; 1.7 percent predicted disadvantaged
not actually disadvantaged; 1.7 percent not preclicted disad-
vantaged actually disadvantaged. Moreover, adding more com-
plex controls (industry, occupation) did not improve the re-
sults any further.

Family Background

To what extent does family background influence a person's
chances of being a distressed or disadvantaged worker?

Since most studies of the economic impact of family back-
ground have examined the link between background factors and
average economic success, We rely on that relation to infer the
effects of background on the chances of being in one of our
troubled categories. Using background measures such as paren-
tal occupation and education, most stthdies find that background
operates largely through education. Bowles (1972) criticized
the conclusion on measurement error grounds and showed that
background could have a larger independent effect than was
obtained in regressions that did not correct for measurement
error. Although studies that correct for measurement error
have failed to substantiate Bowles's specific argument (see
Corcoran and Datcher, 1981, pp. 175-76), work with other meas-
ures of family income has supported the thrust of his point.
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Family income and at least one other measure of family back-

ground, religion, are also important factors in earnings

(Jencks, 1979; Corcoran and Datcher, 1981) even with education

held fixed. A different set of studies has sought to estimate

background effect usingidata on brothers and twins on the hypo-

thesis that similarity between brothers and twins reflects

similarity of background. These studies suggest a support role

for unmeasured background factors (genetic or environmental) in

determining earnings (Taubman, 1976; Behrman and Taubman, 1976;

Behrman, Taubman, and Wales, 1977). The new work indicates

that "the families into which men are born have a considerable

impact upon their chances of economic success" (Corcoran and

Datcher, 1981, p. 203). From this we can reasonably assume

that family background is an important determinant of whether a

worker is permanently in trouble in the job market.

The Dual Market Hypothesis

Two basic views attempt to explain why some individuals

become permanently disadvantaged in the job market. Standard

economic analysis seeks to explain the lower tail of the earn-

ings distribution in terms of the same economic factors that

operate elsewhere. From the supply side, this makes the deter-

mination of poverty-level wages a question of personal pro-

ductivity, of human capital. On the demand side, the theory of

compensating differentials is used, in conjunction with posited

prejudiced tastes, to explain the particularly low earnings of

minority and women workers. The principal alternative to the

standard theory is the dual or segmented market'hypothesis,

which seeks to offer a more focused explanation of the lower

tail in terms of the characteristics of low-wage labor markets

and the theory of noncompeting groups.

The dual market hypothesis has three basic components: (1)

The job people hold is an important determinant of their pro-

ductivity, so that two workers with the same human capital

could have different levels of productivity and wages in dif-

ferent parts of the economy; (2) there is limited mobility be-

tween the part of the labor market where wages are high, jobs

are stable, and learning opportunities are significant (the

so-called primary sector) and the part of the market where jobs

are "bad" (the secondary sector); and (3) in the "secondary

sectcr," personal attributes such as education and age are

relatively modest determinants of earnings, so that persons

stuck in those sectors cannot improve their status through

better education or on-the-job training.

Judging the empirical validity of the dual market theory is

difficult because' neither proponents nor critics have carefully

specified the alternative hypothesis against which the theory

1 3 3
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should be run. Obviously, to some extent earnings and produc-
tivity differ by job as well as by personal competence. And
mobility across sectors is not instantaneoas and perfect. The
question is, how much divergence from a perfect competitive
market is needed'to establish the dual market hypothesis? Al-
ternatively, how much mobij.ity and determination of wages on
human capital criteria are needed to reject it? In the cri-
tiques and debates about the dual market-theory (Cain, 1976;
Wachter, 1974; Ryan, 1981), no one has specified the proper
erpirical magnitudes that could resolve the issue.

Instead of trying to determine the val,idity of the theory,
let us try to evaluate what has been learned about the three
points. Can we take disadvantaged workers and readily improve
their earnings capacity, getting them in better jobs?

A human capital adherent might answer "yes," but only
through skill augmentation. A dual market adherent might an-
swer "yes," but possibly through other methods as well, such as
the Supported Work Experiment (Manpower Demonstration Research
Corporation, 1980-81) or provision of better labor market in-
formation. The question cannot be answered with cross-section
regression analysis comparing the earnings of persons with the
same measured attributes in different sectors, because such
comparisons involve different persons, one of whom may have
superior unobserved attributes. Longitudinal studies of earn-
ings provide some evidence but are subject to alternative in-
terpretations, also because of questions about the unmeasured
characteristics'of persons who shift sectors. Although more
can probably be done with longitudinal data, perhaps the best
evidence comes from manpower training efforts to improve the
earnings power of the poor and from recent Supported Work
Experiments. Some studies suggest that some training programs
have been successful in improving earnings power (see
Ashenfelter, 1978; Perry, Rowan, Anderson, and Northryp, 1075),
but no one claims thii to be the case overall, and no study has
resolved the question of whether even successful programs do
more than give some of the disadvantagegl a "leg up" on others
(see Johnson [1978] for discussion). As for the StRported
Work, the experiment with women receiving Aid to Families with
Degendent Children (AFDC) was judged by the Manpower Demonstra-
tion Research Corporation as a, success, but experiments with
ex-addicts and ex-offenders were not judged successful in their
impact on the labor market. The question of how much resources
and effort are needed to move the disadvantaged to better jobs
is unresolved.

Does the wage determination process reward personal
attributes, education, and age less in the secondary sector
than in the primary sector? Although subject to criticism, the
empirical results here appear to be fairly strong: Wage
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equations for low-skill occupations and industries generally

yield much smaller coefficients for years of schooling and age

than do identical equations for high-skill groups or workers as

a whole (see Buchele, 1976; Osterman, 1975; Wachtel and Betsey,

1972; Harrison, 1972). Although this result has been criti-

cized by Cain (1976) as possibly due to truncation bias (the

fact that educated workers employed in bad jobs are likely to

have negative unobserved characteristics), no one has demon-

strated that the bias explains the results. Because truncation

should reduce the slope of the earnings equation in both low-

and high-skill (secondary and primary) sectors, whereas returns

are lower in the former only, it is doubtful that truncation is

the main force explaining the results. At present, our best

conclusion is that the wage determination process differs

between markets in which few workers are low paid and those in

which many workers are disadvantaged.

Is mobility limited between the secondary and primary

sectors? Most dual market studies find substantial movement

across industry and occupation lines (see Ryan E1981] for a

summary of studies), but in the absence of a measuring rod as

to how much is needed for a reasonably well-functioning market

and how little is needed to judge markets as segmented, a firm

conclusion is not possible. The dual labor studies of mobility

do, however, indicate that having a "dead end" job in the

secondary sector, while obviously undesirable, is far from

being a permanent barrier to economic advancement.

In short, the dual-market claim regarding wage determi-

nation processes appears-to be valid, but its other assertions

have yet to be shown empirically correct. And subtle claims

regarding the impact of bad secondary sector jobs on individ-

uals' work behavior haye also not received sufficient empirical

support to be judged oda-rect.

Interpreting Stable Permanent Earnings Distribution

The most depressing piece of evidence regarding the problem

of workers at the bottom of the earnings distribution is that,

notwithstanding diverse training efforts to.aid the disadvan-

taged, the distribution of earnings appears to be relatively

unchanged in recent years. As table 8 shows, the ratio of the

earnings of male workers of the lowest decile to the median

earnings of male workers (unadjusted for age and numerous other

factors) has not declined in the past decade. Coupled with

sluggish real economic growth in the 1970's, the stable

earnings distribution has meant little improvement in both the

real and relative positions of workers in trouble in the

market, as indicated by the number of persons in poverty in

official government counts.
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Table 8

U.S. Male Workers: Mean and Median Earnings,
All Workers and Bottom Decile, 1968-78

Ytar Mean ($) Median
Cutoff Earnings,

($) Bottom 10% ($)

Cutoff Earnings,
Bottom 10%

Overall Median

1978

All .13,514 12,133 1,335 .11
Year-round
Full time 17,526 15,730 7,236 .46

1977

All 12,280 11,037 1,104 .10
Year-round
Full time 16,149 14,626 6,582 .45

1976

All 11,365 10,301 1,030 .10
Year-round
Full time 15,004 13,455 6,324 .47

1975

All 10,579 3,674 967 .10
Year-round
Full time 14,029 12,758 5,996

1974

All 9,853 9,064 906 .10
Year-round
Full time 12,762 11,835 5,207 .44

1973

All 9,420 8,682 868 .10
Year-round
Full time 12,104 11,186 5,034 .45
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Table 8, continued

Xear

Cutoff'Earningsf
Cutoff Earnings, Bottom 10%,

Mean ($) Median ($) Bottom 10% ($) Overall Median

1972

All 8,791 7,991 879 .11

Year-round
Full time 10,202 11,304 5,200 ;46

1971

All 8,023 7,388 739 -.10

Year-round
Full time 10,395 9,399 4,4,18 .47

1970

All 7,685 7,152 715 .10

Year-round
Full time 9,918 8,966 4,214 .47

1969

All 7,340 6,899 759 .11

Year-round
Full time 9,346 8,455 4,05$ .48

1968

All 6,811 6,442 773 .12

Year-round
Full time 8437 3,449 .45

SOURCES: U.S. Bureau of the Census, Current Population Reports,
Consumer Income Series P-60 (Washingon, D.C.: U.S. Government
Printing Office, 1969-1979), no. 123,,table 56; no. 118, table 52;
no. 114, table 52; no. 105, table 52; no. 101, table 64; no. 97,
table 64; no. 90, table 57; no. 85, table 55; no. 80, table 55; no.
75, table 49; no. 65, table 45.
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The conjunction of a permanent distribution of earnings
among individuals and a stable distribution of earnings over
time does not augur well for low-earning workers. It suggests
that the only reliable solution to the problem of troubled
workers is a resurgence of productivity gr9wth and accompanying
real earnings growth. This does not mean that efforts to im-
prove the positions of particular grOups or of individuals may
not have value, nor that poverty cannot be ameliorated with
transfer programs; however, it does cast a pall over efforts to
raise the labor market earnings of the disadvantaged in the
absence of real growth.

3. Specific Groups Having Trouble in the Labor Market

The analyses of the PSID data in this and other studies and
of other data.sets, together with a variety of case investi-
gations and related experiments, have identified certain groups
of workers as overrepresented among workers having trouble in
the job market. This section reviews some evidence of the eco-
nomic problems facing specified groups. No effort is made to
provide a domplete literature summary for all groups with job
problems. Some groups--incruding rural and migrant workers,
workers who are injured or otherwise handicapped, and
self-employed workers--are not discussed here.

Female Heads of Households

One of the most striking socioeconomic developments in the
United States in recent years has been the substantial growth
in the number of families headed by women, In 1970, women were
heads of households in 11 percent of all families; in 1978,
women headed 14 percent of all families. Among blacks, for
whom the rise in women-headed homes to 23 percent in 1964 moti-
vated the controversial HMoynihan Report,H (U.S. Department of
Labor, 1965) the proportion of homes headed by women reached 40
percent in 1979. The increase in both groups is fueled by
rising divorce rates and a large proportion of never-married
women in their twenties.

Table 9, which summarizes some of the data on women-headed
homes, shows the dimensions of the economic problem for these
women. First, lines 1 and 2 in table 9 show that homes headed
by women had incomes far below those of homes headed by men.
As a result, the percentage of female-headed homes with incomes
below the poverty level was six times the percentage of male-
headed homes in poverty. Despite the predominance of male-
headed homes, femalw-headed families constituted slightly more
than half of poverty-levef families in 1978.
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Second, and of particular relevance to the job market, is
that although a large proportion of women household heads were

out of the labor force and dependent on welfare, a growing pro-
portion of those with children are in the work force (66 per-

cent of mothers in 1979 compared with 59 percent in 1970) and

dependent on labor market earnings for their fathily incomes.
In total, 68 percent of income in female-headed homes was at-
tributed to labor market earnings; among those in poverty, how-

ever, the figure was 32 percent. Both black and white female-
headed homes are similar in this respect.

Third, an extraordinarily large proportion of American
children are brought up in homes headed by women and thus in

relatively low-income homes. In 1978, 18 percent of all
children ahd 48 percent of black children were in families

maintained by women. Moreover, a disproportionate number of

those children were in families where the mother neither earned

an adequate income nor obtained it elsewhere.

In addition, the income of female-headed homes relative to
male-headed homes has not risen over time. Indeed, the income

of female-headed homes was higher relative to that of male-
headed homes in 1969 than in 1978 (U.S. Bureau of the Census,

1980). This, of course, reflects the fact that there has been
little, if any, rise in the female-male wage ratio in recent

decades.

Longitudinal studies of the economic position of women when
their families break up show the extent of the decline of in-

come. In the National Longitudinal Survey of Women, Mott
1979) found that the breakup of the husband-wife family re-

uced family incomes in the female-headed homes by about 50

ercent. In the.PSID data, the comparable figure is about 53

ercent (Duncan and Morgan, 1981, estimated from table 1.5)

ivzhereas "female heads who married enjoyed family income in-

'creases averaging $16,000" (Duncan and Morgan, 1981, p. 18).

What is less clear is whether these figures represent a rela-*
tively permanent or transitory problem. Current Population
Survey,data on remarriage of divorced women show that the major-

ity remarry within a few years. Women divorcing before age 30

(of whom at /east three-fourths remarry) do so within 3 years,

on the average. This fact suggests that the problem of women

who head households may be more properly categorized as in a
depressed economic state, not as permanently disadvantaged.
PSID data, however, ehow that 80 percerL of women-headed homes
in 1972 remained so 6 years later, suggesting a more permanent

economic problem (Duncan and Morgan, 1981, table 1.5). In any

case, the economic difficulties that women face in the labor

market create extreme economic problems for families that
depend permanently on women.
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Table 9

Economic Status of Female-Headed Homes, 1978

1. Income of Year-Round, Full-Time
Worker-Headed Families ($) Median Mean

Female-Headed Homes 13,203 14,933
Male-Headed Homes 22,479 22,461
Ratio .59 159

2. Income of All Families ($)

Female-Headed Homes 8,537 10,689
Male-Headed Homes 19,229 21,703
Ratio .44 .49

3. Percentage of Homes with Incomes
Below the Poverty Level

Female-Headed Homes 31.4
Male-Headed Homes 5.3

4. Fraction of Income in Female-
Headed Homes from Different
Sourcesa

All Female-Headed Homes
Labor-Market Earnings .68

Transfer Income .28

Property .04

Black Female.-Headed Homes
Labor-Market Earnings .67

Transfer Income .32

Property .01

5. Fraction of Income in Female-
Headed Homes Below the Poverty
Levela

White
Labor-Market Earnings .32

Transfer Income and Other .68

Black
Labor-Market Earnings .34
Transfer Income and Other .66



Table 9, continued

6. Proportion of Children under

Age 18 in Female-Headed Homesb

All Children
Black Children

.18

.48

a. Calculated by multiplying the mean income times the

number of families in each group (wage or salary earners;

self-employed, farm; self-employed, ncnfarm; property income;

and transfer payments) to get a total income earned by

female-headed families, and then taking percentages of this

total using the same subtotals.

b. Calculated by multiplying the mean number of children

per family times the releVant number of families.

SOURCES: U.S. Bureau of the Census, Current Population

Re orts, Series P-60. Lines 1, 2: no. 123, table 20. Lines

, : no.. 124, table 19. Lines 4, 5: no. 123, table 33.
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In examining the gap in wages between men and women,
several studies have separated the reasons for the gap into two
groups: Those due to sex differences in control variables and
in work patterns, which may be linked to productivity; and
those due to differences based on sex alone, which may be due
to discrimination. The most interesting factor studied is the
intermittent work experience of women (Mincer and Polachek,
1974). According to the intermittent work hypothesis, some of
the male-female differential is due to the failure of female
workers to invest in work skills to the same extent as men do
and to their withdrawal from the labor market for childbearing
and childrearing during a critical part of the lifecycle. As
initially formulated by Mincer and Polachek, the intermittent
work hypothesis appeared to explain a substantial proportion of
male-female wage gaps in the NLS survey. Later studiei probed
the finding further. Sandell and Shapiro (1977) pointed out an
error in the Mincer-Polachek statistics, and obtained much
weaker results. Corcoran (1978) examined the hypothesis in the
PSID data set and also obtained a smaller estimate of the con-
tribution of interrupted work patterns to the female-male gap
than did Mincer and Poladhek (1974), finding stronger effects
of withdrawal for the age group they studied (30 to 44) than
for any other, age group.

Regarding the potential role of discrimination in the
male-female earnings gap, perhaps the most important empirical
finding has been the significance of occupational segmentation
in differentials. Every study in the area has revealed major
differences, controlling for other factors, in the jobs held by
men and women. In one of the earliest studies, Fuchs (1971)
noted "how few occupations employ large numbers from both
sexes," a result on which all other analysts concur. Blau
(1979) found even more surprising evidence of segregation in
the workplace. Within the same specific occupation in the same
local labor market, men and women tended to congregate in dif-
ferent firms, with the men in the high-wage firms and women in
the low-wage firms.

There is some question about the extent to which occu-
pational differences account for the observed earnings dif-
ferentials. In one early study, Sanborn (1964) obtained re-
sults suggesting that the bulk of male-female differences is
purely occupational. Most recent studies, however, have ob-
tained weaker results in this respect, although their level of
occupational detail is less fine. Chiswick et al. (1974), for
instance, attributed only 28 percent of the male-female wage
gap to occupational factors. Whatever its precise role in ac-
counting for wage differences, however, occupational segre-
gation undoubtedly is a key aspect of male-female economic dif-
ferences.
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Minority Workers: Blacks

Despite the widely heraided economic progress of black
Americans' in the post-1964 era, blacks continue to constitute a
disproportionate number of the disadvantaged workers. Indeed,

as analysts have looked more carefully at the dimensions of the
economic progress of blacks, most have noted that despite
overall gains in the 1970's, the economic positions of many
disadvantaged black workers has, if anything, grown worse in

recent decades. In a recent article, Kilson (1981) said, "Out

of these transformations is evolving a distinctly new kind of

social stratification among Afro-Americans, one of haves and
have-nots" (p. 63).

Table 10 shows the type of evidence that leads most
analysts to conclude that (1) blacks have made substantial
gains since 1964, but that (2) a large proportion of the black
community faces a significant and.worsening economic problem.

The earnings and occupation data in table 10, lines 1
through 5, reveal large gains relative to whites, with no indi-.

cation of retrogression in the sluggish 1970's economy. The

decline in the white earnings advantage has been confirmed in

numerous studies using diverse data sets: For example, the

1960 and 1970 Census of Population (Smith and Welch, 1977), the

1962 and 1973 Occupational Change in a Generation (OCG) Survey
(Hauser and Featherman, 1977), the National Longitudinal Survey
(Daymont, 1980), and the PSID (Duncan and Hoffman, 1981).

Whether the economic gains of blacks are permanent or

whether they are transitory, dissipating as persons age, has

been raised by Lazear (1977). On the face of it, the data in

table 10 appear to reject his argument becau$e the ratios rise

even in a no-growth economy; however, the correct test of
Lazear's proposition is to examine longitudinal experiences.
Several recent studies have done this, and as the list of
studies in table 11 shows, all the analysts rejected .Lazear's

conclusion. The data do not indicate a decline in black-white
earnings ratios as cohorts age except for the very youngest
cohort, for whom ratios may have been artificially close due to

minimum wage legislation. The decline among the youngest

group, moreover, still leaves the ratio far closer to unity

than was true of earlier cdhorts, and it is smaller than de-

clines found in earlier decades (Freeman, 1981).

With respect to the locus of black gains, most analysts

agree that the largest economic advances have been achieved by

black women (who have attained virtual economic parity with

white women in earnings) and more educated and skilled blacks.
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Table 10

Evidence of Economic Changes for Black Americans

Year
Males

Change,
1. Median Wages 1949 1964 1969 1979 1969-79

and Salariesa

All Workers .50 .59 .67 .72 .05
Year-Round and
Full-Time Workers .64 .66 .69 .76 .07

(1955)

2. Median Usual
Weekly Earningsb 010 4.00 .69 .71 .78 .07

(1967)

3. Median Income, by
Age (1949) and Year-
Round Full-Time Workers Change,
(Other Years)c 1949 1959 1969 1979 1969-79

20-24 .66 .64 .82 .77 -.05
25-34 .60 .61 .72 .74 .02
35-44 .55 .59 .68 .78 .10
45-54 .54 .55 .68 .59 -.09

4. Median Income or
Mean Earnings for
Young Men 25-29
Years Old, by Change
Educationc 1949 1959 1969 1978 1969-78

High School Graduates .73 .70 .77 .81 .04
College Graduates .67 .70 .83 1.06 .23

5. Ratio of Percentage
of All Nonwhites
Employed in Occupations
to Percentage of All Change
Whites in Occupations 1950 1964 1969 1979 1969-79

Professionals .39 .45 .48 .54 -.06
Managers .22 .22 .28 .37 .09
Craftsmen .41 .58 .68 .81 .13
Managers, College
Graduates Only .42 .41 .49 .75 .26
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Table 10, continued

6.. Ratio of Employment Change

, to Populationa 1950 1964 1969 1979 1950-79

Black .76 .73 .73 .64 -.12

White .81 .78 .78 .75 -.06

7. Labor Force Participation
Rates

Black
White

85.2 80.0 76.9 71.9 -13.3
85.6 81.1 80.2 78.6 -7.0

8. Percentage 14 Years
and Older Without Change

Labor Market Earningse 1969-79

Black .19 .29 .10

White .12 .15 .03

a. Ratio of black and other races' earnings to whites.

b. The May Current Population Survey asks a question regarding usual
weekly earnings.

c. Ratio of blacks to all other workers.

d. Calculated as the (labor participation rate) (1-unemployment rate).

e. Calculated as (all persons-number with wage or salary income,
farm income, or self-employment nonfarm income)/all persons%

SOURCES: Lines 1, 3, 4: U.S. Bureau of the Census. 1949: Census
of Population 1950: Special Reports: Education, table 13. 1959: Census
of Population 1960; Subject Reports: EdOcational Attainment, table 6.
1964: Current Population Reports, Consumer Income Series P-60, no. 47,

table 33. 1969: Series P-60, no. 75, tables 45:and 59 (lines 1,3,6) and
Census of Population 1970: Subject Reports: Educational Attainment,
table 7 (line 4). 1978: Series P-60, no. 123, table 51. 1979: Series
P-60, data from Census worksheets corresponding to tables 49, 51, and 60
of Series P-60, no. 123. Line 2: Monthly Labor Review, various issues.
1979 figure is for 1978. Line 5: U.S. Bureau of Labor Statistics,
Educational Attainment of Workers, Special Labor Force Reports no. 240,

table K, p. A-21; no. 125, table J, p. A-29, no. 53, table J, p. A-14.
1950 employment from Census of Population 1950, Education P-E, no. 5B,
table 11, pp. 88-94 (figures for age 15 and over). Lines 6 and 7:
Employment and Training Report of the President, 1980, tables A-48, A-21;
1950 figures are for 1954. Line 8: Series P-60, no. 123, table 52 (1979
figures are for 1978); no. 75, table 61.
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Studies of the economic return to investments in school have
found a sharp trend in favor of more edticated blacks, a finding
that contrasts with the trend against hi ly educated whites.
Studies of the extent to which black fami1.es transmit their
economic status to their children in the N , PSID, and OCG
data sets show an increase in the impabt of amily background
factors on the position of blacks, in sharp àçntrast to
Duncan's (1968) initial result that black fami y background did
not affect children's success prior to 1964. nally, evidence
of extensive upgrading in the occupational attaiunent of blacks
provides further stpport for the proposition tha \blacks have
made notable gains in managerial, professional, aligl skilled
craft jobs.

An important dimension of these gains--the exten to which
the new or growing black middle class is employed by govern-
ment--has, however, not received adequate attention. .With re-
spect to professionals, 57 percent of black nen college grad-
uates in 1970 were employed by government, compared with 27
percent of white men college graduates; 72 percent of black
women graduates and 56 percent of white women graduates were
also employed by government (Freeman, 1976, table 54, p. 152)..
In a recent analysis, Brown and Erie (1981, table 1) estiMated
that 55 percent of the growth of nonagricultural employment for
blacks from 1960 to 1976 was in the public sector, compared
with 26 percent of that for whites, and that the rate of growth
of blacks in professional and managerial positions was concen-
trated in the public sector in social welfare work. Although
these figures may simply represent the normal pattern in which
a rising group finds an exceptional proportion of employment in
a growing sector, the danger is that the black middle class has
become tied to a sector likely to contract in the future.

With respect to blue-collar jobs, perhaps the most positive
fact about the current condition of black workers.is that they
are disproportionately represented in unions and hold a large
number of stable high-wage blue-collar jobs.

What about Kilson's (1981) "have nots"? The first dis-
couraging aspect is the sharp drop in labor participation rates
and employment rates among older as well as younger black men.
In 1969, 73 percent of black men age 16 and over were employed,
compared with 78 percent of white men. In 1979, the figures
dropped to 64 percent and 75 percent, respectively. A large
portion of this decline occurred in the form of labor force
withdrawals rather than unemployment. Although an increasing
proportion of employed black men hold better jobs, an in-
creasing proportion are also apparently out of the mainstream
econday.
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Table 11

Studies of Bdack Longitudinal Progress

Study Data Set Result

Raisian and Donovan,
1980

Daymont, 1980

Freeman, 1981

PSID, 1967-77 Wage gains of blacks
exceed those of whites

NLS Young Men, Wage gains of blacks
1966-76 exceed those of whites

PSID, 1968-78

CPS May, March tapes
1969-79

Wage gains of blacks
smaller than for whites,
ages 18-24; larger for
ages 25-29

Wage gains of blacks
amaller than for whites,
ages 18-24; larger for
ages 25-29

NLS Young Men, Wage gains of blacks
1966-76 exceed those of whites

National High School Wage gains of blacks
Class of 1972, 1972-76 are smaller; black-white

ratio drops from 0.99 to
0.94'

Malveaux, 1977 CPS, 25- to 34-year-
olds, 1968-77

Occupational gains of
blacks exceed those of
whites

Duncan and Hoffman, PSID Black earnings gains
1981 about same as white

earnings gains
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The second discouraging aspect is the continued decline in
the proportion of husband-wife families among blacks noted
earlier. The impact of family ccaposition on poverty can be
seen in the fact that whereas the proportion of black families
below the poverty level headed by men fell from 41 percent in
1969 to 25 percent in 1978, the overall proportion of blacks in
poverty did not noticeably change in the period due to the
rising number of families headed by black women.

Finally, the distribution of earnings among blacks may have
worsened somewhat in the 1970's. Kilson (1981) pointed out a
decline in the share of the lowest two-fifths of blacks in the
black income distribution from 1969 to 1977 contrasted with a
rise in the share of the wper two-fifths, upper one-fifth, or
top 5 percent. This change exceeds directionally similar
changes among whites. Over the same period, a rising fraction
of black men in CPS surveys reported no labor market earnings
(Kilson, 1981, table 8).

All told, the evidence suggests that although equal employ-
ment opportunity (EEO) and related antibias activities improved
the position of some blacks in the period (see Brown E19813,for-
an assessment of the causes of change), a radically different
approach is evidently needed to improve the position of the
"have-nots."

Minority Workers: Hispanics

Hispanic workers appear to face economic problems that are
different from those of black Americans. Differences in pre-
market resources rather than unexplained "residual" discrimi-
nation appear to be the prime cause of economic disadvantage
among this group. Table 12 shows that the earnings of Hispanic
workers have been below those of whites but above those of
blacks, and rose more rapidly than the earnings of either
blacks or whites in the 19708. In contrast to blacks, the
labor participation of Hispanic men exceeds that of whites,
whereas the petcentage of families headed by women has changed
only slightly.

A principal problem for Hispanic workers appears to be low
levels of schooling. Although research results are not uni-
form, some studies explain virtually all white-Hispanic
earnings differentials in tezms of education and related dif-
ferences in background. Britlgs, Fogel, and Schmidt (1977) re-
ported tabulations showing income ratios of Mexican-American
men relative to all males within education grows that exceed
unity for workers with 8 or fewer years of education, that are
in the 0.93 to 0.94 ratio for workers with a high school edu-
cation, and that are below unity only for those with college
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Table 12

Selected Characteristics of Hispanics

Year

1. Mean Household Income

,,=ercent Change

1972 1975 1979 1972-79

Hispanic
8,824 10,524 /6,1b1 83

White
11,725 14,288 20,393 74

Black
7,501 9,247 13,088 74

2. Percgptage Female-Headed
1975 1980

Hispaaic Households
--0- -13-

3. Labor Force Participation
Rates, Males, Age 20 and Over 1973 1979

Hispanic
.86 .85

White
.82 .80

Black
.78 .76

4. Hispanic Educational
Distribution by Householder

Less than 8 Years Elementary
8 Ye.irs Elementary
1-3 Years High School
4 Years High School
1-3 Years College'
4 or More Years College

X973 1975 1979

.37 .29

.09 .08

.16 .16

.22 .26

.08 .12

.07 .09

Expected Family Income
Ratio, Given White
Educational Distribution

.99 .90

Actual Family Income Ratio .75 .74 .79

5. Mean Earnings, Males ($) 1975 1978

Hispanic
8,162 10,473

White
11,448 14,627

Black
7,541 9,651

Expecied Earnings Ratio,
Given White Education
Distribution

.83 .84

Actual Earnings Ratio
.71 .72

SOURCES: Line 1: U.S. Bureau of the Census, Current Population Reports

(CPR), Series P-60; no. 126, table 1. Line 2: CPR Series P-20; no. a63,

table 32; no. 295, table 25. Line 3: Employment and Traininv Report of the

President 1980, table A-8; 1975, table A-7. Line 4: CPR Series P-60; no.

126, table 3; no. 105, table 2. Line 5: Carculated from CPR Series P-60;

no. 123, table 51, no. 105, table 48.
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and cite findings that indicate that controlling for schooling,
training, and age, Hispanics obtain earnings 14 percent above
those predicted for the ave.cage worker. Reimers' (1980 a, b)
analysis attributes nearly all of the white-Hispanic differ-
ences to background factors, although she finds different
results for different Hispanic groups. The income data from
the 1979 March Current Population in table 13, line 4, support
the thrust 'of these results for family incomes, Showing that
nearly all of the,,whIte-Hispanic family income gap is attribu-
table to educatkon attainment. Earnilijs data for individuals
(line 5), howevier, yield the more moderate conclusion that
about 40 percent of the gap is due to education. Although
there are differences among studies and data in the proportion
of the white-Hispanic income gap attributed to schooling, the
evidence to date suggests that limitrid schooling is a serious
problem. Language difficulties, which have been thought to be
a major independent deterrent to economic success, were found
by Reimers to have only a modest impact on earnings.

With respect to the education problem, the low percentage
of Hispanics of voting age registered to vote (44.4 perceqp
compared with 73.4 percent for Anglos) reported by Briggs,'
Fogel, and Schmidt (1977, p. 25) may make schools less respon-
sive to their needs. The relatively flat education-earnings
profile for Hispanic men implicit in the Briggs et al. (1977)

and other studies may further provide less incentive for His-
panic young persons to invest in schooling.

Industrial Dislocation

In a dynamic economy, demand for labor in some sectors
grows while in others it declines over time. The reasons for
growth and decline vary; they may indlude tecknological change,
shifts in consumer preferences, foreign competition, and
domestic competition. Concern is often expressed for workers
who lose their jobs as a result of declines in their indus-
tries. In the 1960's, there was general concern for declines
in labor demand due to technological change; in the 1970's, the
focus has been on declines due to foreign competition.

To what extent are adjustments in the work force attribu-
table to changes in trade patterns, technological change, or
other factors costly to specific groups Otyorkara? Are these
losses permanent or transitory? Viewed broadly, the cost of
declines in demand depends on the nature oCthe adjustment in
employment, the length of time it takes woikers to find new
jobs, and the possible reductions in their earnings'.
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Table 13

Summary of Studies of Displaced Workers

Study Sample

Corson, 1,721 UI recipients
Nicholson, from 4 Standard
and Metropolitan
Skidmore Statistical Areas
(1976) tSMSA's) who ex-

hausted their stand-
ard benefits in
October 1974 (in-
cludes recipients
of supplemental
benefits).

Nature of Study Resul-ts- Pos b -Pr

Kingston 240 UI recipients,
and Burgess members of Arizona
(1979) Benefit Adequacy

Study, who exhausted
all benefits avail-
able to them between
May 1976 and August
.1977 and who respond-
ed to three mail
surveys.

Corson
et al_
(1979)

15

'963 TAA recipients
(53 petitions, 7
States) from manu-
facturing; 260 UI
recipients from
manufacturing; 278
UI recipients from
other industries;
all laid off between
October 1974 and
December 1976.

Interviews conducted at the
time of exhaustion, 4 months
later, and 1 year later to
investigate the impact of
xhaustion of benefits on
exhaustees and their fami-
lies, including labor market
experiences.

Three mail questionnaires:
distributed 2, 4, and 6
months following benefit
exhaustion to study con-
sumption adjustments and
labor market experiences of
benefit exhaustees.

Inte..viewed once between
November 1978 and February
1979 to determine the charac-
teristics of TAA recipients
and analyze the effects of
the vogram.

Exhaustees were older, between
poverty and media:: family
income levels, and had fairly
strong labor force attachment.
Reemployment: 4 months after
exhaustion (24%-25%); 1 year
after xhaustion (36%). Re-
employment wages: $19 less
per week than pre-layoff be-
cause of fewer hours.

More exhaustees were over 55,
women, and in clerical, sales,
or services jobs with relatively
low weekly earnings. Oldar
workers had the most difficulty
securIng employment for each
week. Large percentage reductions
in hourly rates were reported in
post-layoff jobs. 60%-7011 obtained
employment of the saMe type as they
left.

TAA recipients were older, less
educated, longer tenured, more
unionized, and not poor.

TAA recipients expected their
layoffs to be temporary, and they
were: 721 returned to previous
employer after a shorter spell than
did the UI recipients who returned.

TAA recipients who found new jobs
had longer layoffs and signifi-
.cantly lower post-layoff pay than
did rehiTed workers or, ur recipi-
ents with new jobs.

Does not separate
results by industry.

Respondent sample was
more female and over
age 55 than original
sample. Study took
place only in Arizona.

Does not'identify other
declining industries.



Table 13, continued

study Sample Nature of Study Results POssible FrObIzms

U.S.
General
Accounting
Office
(1980)

Bale and
Mutti
(1978)

Neumann
(1978a,b)

1 5 ,3

868 TAA recipients
laid off from 200
plants from October
1974 through Decem-
ber 1977.

76 nonrubber-shoe
industry workers
laid off in 1969-70
from 4 failed firms.

517 TAA recipients,
198 TAA qualified
nonrecipients. 201
UI recipients la40
off permanently from
manufacturing firms
in 1970-73 in 14
States.

Single interview from July
through November 1978 to
determine the general need
for TAA payments.

Survey in February 1972 to
determine the pecuniary
losses suffered by the
workers.

Single interview in October
1975 to determine post-layoff
labor force experiences.

Most workers (67%) were not laid
off permanently, 18% were working
for a new employer, 9% were un-
employed (4% expected recall),
and 6% retired. 80% of the
workers who hadn't returned to
work and had exhausted their
benefits were from 3 industries
(leather, apparel, and electron-
ics). Most workers indicated
that they experienced no severe
economic hardship as a result
of their layoffs.

Mean age, 45; 62% were female,
all were white. Average educa-
tion, 8th-9th grade; job tenure,
.9 years. At interview, 52% were
employed, 26% unemployed, 22%
retired. Mean duration of unem-
ployment was 38 weeks. Coverage
hourly wage loss was $1.10 per
hour'. Total pecuniary losses
per worker: $23,000-$24,000.

TAA recipients were primarily
female, union members, white,
older, less educated, married,
and'had more tenure. 40% had
not found new jobs by 1975.
For those with jobs, unemployment
had lasted almost 49 weeks.

No comparison group.
No standardized length
of time from layoff to
interview.

Small sample,,sing16
industry, no compari-
son group.

Does not inClude
temporary layoffs or
people with jobs lined
up before the layoff.
Only trade displaced.
Does not identify other
declining industries
in control group.
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Table 13, continued

Stud Sam le Nature of Stud Itesults Possible Problems

Jacobson
(1978)

Corson,
Nicholson,
and
Skidmore
(1976)

Social Security LEED
file, 11 industries,
229 SMSA's, 1960-
1970.

Longitudinal study
of 2,000 workers
who exhausted their
regular UI benefits
in October 1974.

46,

Analysis of LIED file job
losers/stayers by industry
and SMSA.

Interviewed at time of
exhaustion, 4 months later,
and 1 year later.

Persons who lost jobs in SMSA's
with declining employment had
earnings losses of lit-4%,
depending on industry, in first
2 years, and smaller losses over
longer run. Persons who lost
jobs in SMSA's with rising em-
ployment also suffred sizable
losses. Losers were greater
where attxition was small and
where prime-age males were high
percentage of employment.

Exhaust..s had low reemployment
rate in ensuing year (36%). On
average, those getting work had
a 29% drop in real earnings in
new jobs, with far fewer hours
worked.

Does not include
other demographic
groups.

No comparison with
non-UI grcPp.

5 .;-)
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Consider two possible worlds: One in which workers are
permanently attached to enterprises and in which economic re-
wards are strongly dependent-on years of tenure with an employ-
er; and one in which voluntary attrition rates are high or in
which economic rewards are only modestly linked to tenure. In
the former world, changes in demand due to outside dhocks are
likely to be highly costly, with workers suffering significant
capital losses. In the latter world, one would expect only
moderate economic losses, for job changes are a normal and not
especially costly part of life. As has been noted by tesearch
analysts, turnover rates are high in the United States (see
Salant, 1978; Brechling, 1978), so that industries can adjust
employment largely through attrition; however, some firms do,
of course, go out of business and other permanently lay off
workers as a result of normal economic change.

Industries experiencing significant technological change
are less likely to experience declinea in employment than those
facing serious foreign or domestic competition. This is be-
cause technological advance lowers unit labor costs, and thus
the price of output, thereby stimulating demand. Industry
productivity growth rates are not negatively c9rrelated with
employment growth (see Salter, 1960; Kendrick, 1961), although
one study found negative correlations at the plant level in the
1950's (National Commission on Technology, Automation, and
Economic Progress, 196). Industries subject to competition
from other sectors or parts of the world are more likely to
undergo serious employment losses and perhaps more significant
and permanent economic distress as well.

Recent research on displaced workers has examined what
happens to workers displaced for particular reasons, notably
growth of foreign imports (as defined by the Trade Assistance
Act [TAM), or to workers on Unemployment Insurance (UI) rather
than on the general topic of industries with declining demand.
Jacobson's (1978) work, to be discussed shortly, is the major
exception because It tries to differentiate between workers in
declining and nondeclining sectors in general.

Table 13 summarizes some of the major studies. In general,
the evidence suggests that although most workers displaced as a
result of competition recover their initial jobs and earnings
positions, a large proportion suffer major economic losses as a
result of displacement; their wages and hours of work fall, and
there is an extended period of time before reemployment.

The Corson et al. (1979) and Neumann (1978) studies, which
, compared the TAA and UI recipients, found that the TAA sample
contained older workers with considerable job tenure who were
more likely to be union members and to be less educated than
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typical UI recipients. These characteristics support the view
that layoffs due to import competition affect a group of work-
ers that is different from the normal UI recipient population.
It is not clear, however, whether these differences stem from
the characteristics of the labor force in the trade-affected
industries. In that case, the observed differences between the
TAA and UI groups would change with changes in the industries
affected by trade. Trade-affected layoffs, however, may cut
deeper into an industry's labor force, releasing more senior or
productive people than would a normal cyclical layoff. Then
the differences would be relatively stable over time. Neither
study attempted to distinguish between the two possible causes
for sample group differences.

Both studies indicated that a small group of trade-
displaced workers were hurt by their layoffs but that the
majority did not suffer serious losses. As shown in table 14,
from 66 percent to 75 percent of TAA recipients returned to
their own jobs with larger wages than they had originally.
Those who did not return to the same jobs, however, suffered
substantial losses, with the TAA group experiencing larger
percentage declines in earnings than did the UI group.

The other studies in table 14 also revealed large losses to
workers who suffered job losses, with older workers and female
workers apparently the most severely affected. In the Burgess
and Kingston (1978) study, a sizable proportion of women and
older workers withdrew from the labor force, exhausted their UI
benefits, and had large percentage reductions in hourly wagea
and in time worked. Bale and Mutti (1978) estimated a large
capitaf loss for workers displaced from the shoe industry.
Jacobscin's (1978) analysis of displaced workers in general
found sizable losses in earnings for persons who lost their
jobs in years of declining employment compared with persons who
held their jobs. Jacobson obtained less clear results when he
compared earnings loss of job losers in areas with declining
employment with the earnings loss of job losers in areas with
rising employment, because even in areas of rising employment,
job losers suffered large income losses in his sample. The
losses were greater for industries with low normal attrition
rates and higher in industries with a high proportion of
prime-age male workers. The most recent study, by the U.S.
Government Accounting Office (GAO, 1980), yields results con-
sistent with the others. In the GAO survey of 242,000 workers,
two-thirds cl those initially displaced had returned to work
for their same employer at the time of the interview, and an
additional 4 percent expected to be recalled. As a result of
this pattern, most workers indicated that theyshad not ex-
perienced severe economic hardships as a result of their lay-
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Table 14

Results of the CorsOn (1979) Study

TAA TAA

Male Female Male Female

Differ-
ent Same
Job Job

Differ-
ent Same
Job Job

Differ-
ent
Job

Same
Job

Differ-
ent Same
Job Job

Percentage of Sample 14.2 74.8 26.0

Mean Weeks Unemployed 37.9 17.2 50.0 17.9, 30.2 20.0 37.9 25.5

Sample Mean Wages
(1975 dollars)
Pre-UI/TAA 249 260 151 149 213 225 148 148

Mean Wages at
First Job After 179 285 116 163 184 246 112 168

Layoff

Ratio of
First Job After Layoff
to Pre-UI/TAA Wages;

0 - .75 49.0 5.3 50.0 4.6 29.7 1.2 37.1 6.8

.75 - 1.0 26.5 16.8 26.9 19.7 29.7 24.7 34.3 20.5

- 1.25 18.4 54.8 9.0 48.7 23.4 52.9 22.9 40.9

1.25 - 1.50 4.1 13.6 51. 20.4 10.9 12.9 2.9 13.6

1.50 or more 2.0 9.4 9.0 6.6 6.3 8.2 2.9 13.6

Percentage Who
Changed Industry 74.3 1.3 65.4 1.9 70.8 0.0 71.4 2.2

Percentage Who
Changed Occupation 64.6 11.8 44.9 6.2 62.5 11.1 45.7 10.9

Mean Prilment
Discounted Value
of Earnings Lost
Over 3 Years (S) 15,500 4,600 11,200 2,700 12,600 4,000 11,000 2,700

SOURCE: Corson et al., 1979, pp. 48, 54, 154.
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offs. Most were able to rely on unemployment insurance bene-
fits and other resources to meet their financial needs. Of the

minority who did not return to the same employer, 10 percent

found jobs elsewhere, 6 percent retired, and 5 percent were
looking for work. It is among the last group that serious eco-

nomic problems are likely.

Finally, the Corson, Nicholson, and Skidmore (1976) study

of the experiences of Unemployment Insurance recipients the
first' year after exhausting their benefits provides additional
support for the conclusion that some of the'displaced suffer
real earnings losses. In their sample, only 65 percent of

1,721 exhaustees found jobs I year after initial exhaustion of
benefits, and they had a decline in real earnings of close to
30 percent (Corson et al., 1976, p. 18, obtained by adding de-
creases in earnings and increases in consumer priCes).

In sum, the evidence supports the claim that although most
workers who suffer initial job lospes recOver their positions,
certain workers experience a substantial drop in the earnings

distribution. Because our earlier results concerning persons

who fall in the distribution suggest that sizable drops are
partially permanent, there appears to be a hard core of persons
who (for whatever reason) bear the brunt of economic distress.

Older Workers 404.

It"may seem odd to argue that older workers are a troubled

group in the labor market. Cross-section age-earnings profiles
peak at ages 45 to 54; vacation time, promotions, and layoffs
usually depend on seniority; and older persons experience rela-
tiNiely low unemployment rates. Indeed, older workers in
general are not a disadvantaged group. Nevertheless, a small
number of workers over age 45 are in trouble for one important
reason: .loss of job. Institutional arrangements relating to
seniority (not age) and firm-specific human capital make the
loss of a job by older workers especially onerous. First, the

loss often involves leaving a position with relatively high
wages. Second, companies that offer defined benefit pension
plans and related fringe benefits find that the cost of hiring
older workers exceeds the cost of hiring younger workers by a
greater amount than the wage differential. As a result, older
workers are alleged to face serious adjustment difficulties:
Longer unemployment than younger workers, lower wages on subse-

quent jobs, and lack of steady employment after layoffs. As a

result, some ,older male workers drop out of the work force

earlier than planned. In addition to problems caused by lay-

offs, older workers suffer from potential health problems,
which also affect earnings and labor participation.
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What is the evidence for these claims? With respect to
unemployment, the rates published by the Bureau of Labor
Statistics show clearly that older workers have longer incom-
plete spells than do younger workers. Virtually all the
studies of industrial dislocations cited in table 15 found that
older displaced workers have more problems obtaining work than
do younger workers. Exceptions may exist, but the results of
the studies seem unequivocal.

The evidence also seems to support the assertion that older
job losers suffer more substantial declines in wages and time
worked than do younger workers. The Bartel and Borjas (1977a,
b; 1978) studies, which dealt specifically with this issue in
the context of a specific human capital model, showed that lay-
offs of older men had a large, negative effect on the wages of
men who had accumulated 3 or more years of tenure; also, the
authors found that layoffs caused relatively larger wage losses
and flatter wage profiles in the future for older than for
younger workers. Parnes and King (1977) also showed much lower
earnings and declines in occupational status for displaced
older workers, although they stressed the Nariability of the
outcomes. Finally, Mick's (1975) review of case studies on
displaced workers concluded that those who lost the most from
layoffs were older, less skilled, blue-collar workers.

Overall, the evidence seems to support the assertion that
older job losers are a troubled group in the work force, at
least in terms of the substantial drops in their position in
the earnings distribution.

What factors explain the problem of'older workers in the
market? Severip..1 possible causes of labor market difficulties
are discussed In the literature. First is the hypothesis that
older workers show declines in productivity. Although the
Employment and Training Report of the President, 1978 (U.S.
Department of Labor, 1979) correctly cites extant productivity
literature as contradicting this allegation (productivity
levels off early in the work life and remains level with age),
the possibility exists that firms displace those older workers
whose productivity falls. Although I do not regard this as
likely, it deserves some attention. A second reason, stressed
by Barnow and Ehrenberg (1979), appears more reasonable: Be-
cause of defined benefit pension plans (and other fringe costs
likely to rise with age), older workers are more expensive than
younger workers at the same wage. To date, however, the impor-
tance of this factor has not been empirically estimated. A
third reason relates to the advantages of older senior workers
cited at the beginning of this section. Recent TNTIFIeTice
(Medoff and Abraham, 1981) showing that a significant propor-
tion of higher wages go to older workers because of seniority
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Table 15

Selected Studies of Labor Market Problems of Older Workers

Study Sample

Mick (1975) Workers unemployed
(Review of after plant shut-
Case downs. Studies done
Studies) in 1930's through

1960's.

Parnes
et al.
(1970)

NLS Mature Men
Sample.

Parnes and 99 permanently
King (1977) displaced workers

with at least 5
years1 tenure from
NLS Mature Men
Sample. Laid off
between 1966 and
1971.

Nature of Study Results Possible Problems

Examined impact of plant
shutdowns on workers and.
communities.

Provided descriptive statistics
and cross-tabulations on the
characteristics and labor
market outcomes of the NLS
Mature Men Sample.

Compared 1973 status of the
displaced workers with
matched control group that
had not been laid off.
Measured individual character-
istics and outcome variables.

Despite widespread negative
effects, hardest hit were
older, less skilled, blue-
collar workers.

Characteristics positively related
to unemployment rate include being
black, a manual or service worker,
in the construction industry, un-
educated, or single. Previous job
tenure and the duration of unem-
ployment are positively correlated.

Characteristics similar, except
displaced workers came dispro-
portionately from trade and
manufacturing industries. Dis-
placed workers svffered more
unemployment and lowered earnings
and occupational status. Dis-
placed workers were not less
likely to be in the labor force.
Overall, wide variability in
outcomes.

Studies are not
comparable, making
industry or regional
analysis difficult.

Generalizability
of results limited
by selection criteria
of minimum 5 years'
tenuri. Resulted in
sample with 43% with
10-19 years' tenure;
34% had 20 years, or
more.
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Table 15, continued

Study

Bartel and
Borjas
(1977a, b)

Bartel and
Borjas
(1978)

Sample Nature of Study

NLS Mature Men
Sample.

NLS Young Men
Sample; NLS Mature
Men Sample.

Puraell and 2,190 persons from
Torrence a UI applicant data
(1979) file, October 1976.

Studied, impact of quite and
layoffs on immediate post-
separation wage and on future
wage growth. Analyzed serial
correlation of separations.

Attempted to measure the
impact of job mobility on
wage gains across jobs and
wage growth-ialTin jobs for
young and mature men.

Examined methods of job search
and postemployment earnings.
Compared the subset of the
sample ) 45 years withd those
< 45 years.

s

Results Possible Problems
-

Layoffs had ambigUous effect on Studiedage -patterns
immediate wage change for overall and job mobility;
sample, and large negative effect did not examine post-
for those with more than 3 years' termination employment.
tenure. Strong negative effect
on future wage gain's for whole
sample. Strong serial correla-
tion of layoffs.

For Mature Men Sample, layoff
caused immediate wage loss and
flatter wage growth in future.

Older workers used fewer job
rearch methods. Duration of
unemployment had a negAtive
effect on postemployment earnings,
especially for older yorkers.
Reservation wage Also Oad a
negative effect on eareings,
especially for older workers.



wage policies, not productivity, suggests that loss of
seniority due to job loss would force the wages of older
workers to drbp significantly. The Bartel and Borjas (1977a,
b; 1978) evidence on declines-in wages for laid:off older men
with 3 or more years of seniority is consistent with this
claim. Finally, the concentration of older workers in older,
often declining, industries may also contribute to their
difficulties.

The fact that some older men face serious labor market
problems despite the high average earnings of 'the group is
consistent with the distribution of earnings by age, because
not only does the level of earnings rise with age, the level of
disperdion also rises with age. Relatively more older men than
younger men have earnings below (and above) the group,average,
thereby generating a definite tail of troubled workers, as
shown in table 7.

Poor health, as reported by survey respondents, associated
with economic problems has been reported .in numerous studies
(Luft, 1975; Fuchs, 1975; Parnes et al., 1970). The lower par-
ticipation of older black men than of older white men has been
attributed to the greater health problems of the former (Parnes
et al., 1970). The decline in the participation of older black
men has been attributed to poor health combined with in-
creasingly more generous Social Security disability Insurance
(Parsons, 1980; Leonard, 1979). One possible problem with this
interpretation relates to the self-reporting of health status:
Perhaps men who wish to work fewer hours, to take easier jobs,
or to withdraw from the labor force find it more socially ac-
ceptable to-cite poor health as the reason. For olaer men at
least, the evidence rejects this possibility. Andrisani (1977,
table 1) found that older men reporting that their health
affected their work had markedly higher mortality 'in ensuing
years than did those who reported that health did not affect'
their work. In addition, a large fraction of older men who
retire or leave the labor force do not cite health as a cause:
It has become more acceptable to retire or retire early for
personal non-health-related reasons. Hence, the studies that
show that self-reported health problems are a major cause of
labor market problems of older workers are likely to be true.

In sum, although a majority of workers over age 45 are
relatively successful in the labor market, a hard core of job
losers and workers with health limitations face serious eco-
nomic troubles.
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Workers in Depressed Communities

The problem of depressed areas has drawn serious concern
for many years; this concern was most dramatically exemplified
by President Kennedy's attention to Appalachia'in the 1960s.

Recent economic analysis of the depressed area problem has
focused on two questions: Whether unemployment in an area is
permanent or transitory, and whether unemployment is compen-
sated for by,higher wages.

Studies of the relationship between area unemployment rates
over time provide a clear answer to the question of persis-
tence. 'They show unequivocally that unemployment across areas
is a structural, relatively permanent problem rather than a
transitory phenomenon. In a series of calculations, Marston
(1980a, b) has docuMented this point effectively. In an
analysis of variance of area unemployment comparable to_cleco--
position of individual earnings described earlierf-he found
that 58 percent of the variance in rates across 30 SMSA's was
due to area effect and another 30 percent was due to year ef-
fect, leaving only a modest 12 percent due to transitory
factors. Using Census of Population data for 1950, 1960, and
1970, he not only obtained a higher estimate for the area ef-
fect (two-thirds of the variance was attributed to areas), but
also a higher residual effect (28 percent). Browne's (1978)
analysis of unemployment by census region divisions also re-
vealed distinct patterns, with average unemployment higher in
the West and lower in the North Central and South than in other
regions throughout the 1960-76 period. As a check on these
findings, I computed correlations between unemployment,rates in
more than 100 SMSA's using the crude data published in the
Employment and Training Reports of the President, for the
period 1963-79. Figure 2, which summarizes this analysis,
shows initially high correlations exceeding 0.9 that fall and
then stabilize at about 0.7, with no indication of further
drops. Areas that had high unemployment in 3963 had a strong
tendency to have high unemployment more than a decade later.

The hypothesis that area unemployment rates are at least
partly compensated for by area wages was first suggested by
Hall (1976). He showed that there was a positive correlation
between the two variables in 12 cities. Since then, several
studies have examined the relation in greater detail. As table
16 suggests, Hall's initial conjecture appears to be valid:
High rates of unemployment are associated with high wage'g.
Reza (1978) extended Hall's work to 18 cities for the period
1967-74 and found a large positive correlation, but he failed
to allow for any other variables that might have affected the
relation. Browne (1978) examined regional employment rates for
the period 1960-75, including numerous demand-side variables,
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Figure 2. Correlation Coefficients of the SMSA
Vilernployment Rates in the United States, 1963-79*

Correlation Coefficients
1.00

.90

.80

.70

.60

.50

.40

1964 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79

'Calculated from annual unemployment rates from U.S. Department of Labor,
Manpower Administration, Manpower Report of the President, 1974, table D-8,

pp. 335-337, for 1963-73; Department of Labor, Employment and Paining
Report of the President, 1980, table D-8, pp. 333-335, for 1974-79.
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Table 16

Studies of the Compensatory Relation Between Area Wages
and Unemployment

Study Data Set Finding

Hall (1976) 12 cities.

Marston (1980 a, b) 1970 Census of
Population, one-half
million observations,
125 SMSA's.

Reza (1978) 18 SMSA's, 1967-74.

Behman (1978) 27 States, 1970-75.

Browne (1978) 9 census regions,
1960-75.

High unemployment
cities have high
wages.

Significant positive
relation between indi-
vidual's chances of
unemployment and real
area wage, with many
other controls.

Positive correlation
between unemployment
and income or
earnings, no control
variables.

Insignificant but
positive correlation
between unemployment
rate (instrumented)
and real wage,
numerous other
controls.

Employment ratio
negatively correlated
with wage and salary
income per worker,
implying positive
correlation for
unemployment ratio,
other cdntrols.
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and obtained a significant negative relation between regional

wages and employment rates, which implies a significant posi-

tive relation between wages and unemployment. In the most

definitive work, Marston (1980a, b) used the i970 Public Use

Sample to analyze the unemployment of more than a half-million

people in 125 metropolitan areas. With numerous other controls

in his calculations, he found the.real area wage rate to be

significantly permanently correlated with the chances of an in-

dividual being unemployed: As seen in studies of developing

countries, however, the extent to which wages and unemployment

are related far exceeds that predicted by the usual expected

income model, which suggests the need for a more complex

analysis.

The fact that unemployment and wages are positively related

by geographic area does not, of course, mean that unemployment
and wage differences across regions are at equilibrium levels.

To investigate this issue, it is necessary to examine how mi-

gration behavior responds to the difference. The results of

the literature on determinants of migration yield the striking

finding L'ilat local unemployment rates do not explain migration,

whereas income and wage differences do (Greenwood, 1975, p.

411). This finding implies,that greater attention should be

given to regional income differences than to regional unemploy-

ment differences in defining depressed areas.

Overall, the finding that wages and unemployment rates are

positively related does not mean that no high unemployment

areas suffer serious economic problems; inner-city slums cer-

tainly are troubled. The literature findings do suggest, how-

ever, that areas that deviate adversely from the normal un-

employment-wage relation (that is, that have both low wages and

high unemployment) should be the focus of concern, rather than

high unemployment areas.

4. Conclusion

This paper has reviewed some of the literature on groups of

workers having trouble in the economy and analyzed the Michigan

PSID to provide additional information relating to those

groups. It has shown the existence of a relatively permanent
hardcore group of troubled workers with distinctive charac-

teristics. This study also found that workers in trouble are

better distinguished by personal, unobserved characteristics

than by any set of observables. This fact points to the need

to define and aid workers in trouble on the basis of market

outcomes, not on the basis of particular "causes" of problems.

The permanence of the earnings distribution among persons, com-

bined with the stability of the distribution over time, sug-

gests that real economic growth is the key to aiding troubled

worke,.s, although special programs and efforts may help parti-

cular groups.
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The most interebting aspe-et- of the literature on troubled
workers is the wide di'versity of perspectives and forms of evi-
dence examined. The most disappointing aspects are the incon-
clusive nature of the dual labor market/neociassical debates
and the failure to combine the diverse evidence and ideas into
a unified perspective on the individual and institutional
causes of troubled workers. This failure, of course, offers an
opportunity for future research.
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WORKERS DISLOCATED BY ECONOMIC CHANGE:
DO THEY NEED FEDERAL EMPLOYMENT

AND TRAINING ASSISTANCE?

Summary

The American economy is experincing rapid structural
change, associated with causes such as increasing foreign
competition, technological advances, energy price rises, and
consumer demographic trends. One consequence of these
shifts is that some "midcareer," "mainstream" American
workers who had previously enjoyed relatively stable work
histories, high skill levels, and high wages find themselves
unemployed.

This paper provides empirical estimates of the number
and characteristics of these workers, based on the nation-
wide Current Population Survey (CPS) of March 1980. This
information provides background for deciding to what extent
Federal employment and training activities should help these
workers become productively reemployed.

The Number of Dislocated Workers

We examined three categories of structural economic

change: Industries experiencing nationwide long-term
employment decline, occupations experiencing nationwide
long-term employment decline, and regions experiencing
either very high unemployment or long-term population loss.
A dislocated worker was defined as an able-bodied adult who
had been unemployed more than 8 weeks and who was caught in
one of these three types of changes.

For March 1980, we estimated the numbers of such workers

and of workers whose unemployment had lasted more than 26
weeks.

In a declining industry
In a declining occupation
In a declining region

More than
8 weeks

412,000
642,000
895,000

More than
26 weeks

90,000
90,000

269,000

The largest of these estimates--895,000--represents less
than 1 percent of the entire U.S. labor force and less than
14 percent of all unemployed; the smallest of these esti-
mates--90,000--represents 0.1 percent of the U.S. labor
force and less than 2 percent of the unemployed. Dislocated
workers unemployed more than 8 weeks averaged only 3 percent
of the lehor force in declining industries, occupations, or
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regions. Thus, except in local areas immediately following
mass layoffs, dislocated workers generally do not represent
a problem of overwhelming scale.

Most dislocated workers are semiskilled operatives
formerly employed in manufacturing industries in the
Nation's "frostbelt" region. The motor vehicle industry
alone accounted for 106,000 of the persons unemployed for
more than 8 weeks. In fact, that industry represented the
major exception to our generally optimistic picture. There,
unemployment exceeding 8 weeks stood at more than 10 percent
of the industry's nationwide labor force, and nearly 25 per-
cent of all unemployed persons in the industry had been
unemployed more than 26 weeks.

Is Dislocation a Good Predictor of Long Unemployment
Duration?

A variety of evidence suggests that a worker's
association with a declining industry or a declining
occupation is not a strong indicator that the worker will
experience particularly long unemployment. In fact, workers
from declining industries account for 20 percent of the 8-
week unemployed, but a lower proportion--only 13 percent--of
the 26-week unemployed.-- Neither industrial decline nor
occupational decline increased a worker's predicted duration
of unemployment more than a few days, in populations where
the duration of unemployment averaged 11 weeks.

While association with a declining industry or
occupation generally had little effect on a worker's
reemployment, association with a declining region seemed to
make a major negative difference. A worker living in a
region with very high total unemployment could expect the
11-week average duration of unemployment to increase by more
than 2 weeks; if the region was experiencing long-term
population loss, the average duration increased by 1.5
weeks. Correspondingly, while economically declining
regions accounted for 43 percent of 8-week unemployment,
they accounted for a higher proportion--more than 55
percent--of 26-week unemployment. These findings are
consistent with the much-discussed geographical immobility
of labor, even in the face of large differences in eco--mic
opportunities between, for example, Detroit and Houston.

The Characteristics of Dislocated Workers

This paper also compares the personal and employment
characteristics of workers who have been dislocated for more
than 8 weeks with characteristics of two other groups of the
adult unemployed: The long-duration unemployed (defined as
havinl been unemployed more than 26 weeks) and the unemployed
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from low-income families (representing "disadvantaged"
workers, toward whom most current Federal employment and
training efforts are targeted).

These comparisons indicate that dislocated workers
generally do not suffer from the labor market handicaps titht
disadvantaged workers encounter:

o In terms of education, dislocated(sArkers are
heavily concentrated at tbe level of high
school graduates, The long-term unemployed

. include a higher proportion of college-educated
workers, while the unemployed from low-income
families encompass a higher proportion of
persons who never completed high school.

o Both the long-term unemployed and the un-
employed from low-income families include a
higher proportion of minorities and women than
ddes the category of dislocated w.frker.

o In terms of age, dislocated workers include
only a slightly higher proportion of workers
age 40 and older than do the other two groups.

o In terms of personal incomes in the year prior
to their current unemployment, dislocated
workers received both higher salaries and more
generous fringe benefits than did disadvantaged
workers.

Indeed, the major factors associated with long-duration
unemployment among dislocated workers are those arising from
their relative affluence:

o Dislocated workers are somewhat more georaphically
immobile because of a higher rate of home-
ownership.

o The high wages and fringe beneftts enjoyed on
their previous jobs create an incentive for
many dislocated workers to remain unemployed
for long periods on even the remote possibility
of being rehired.

Family incomes of dislocated workers remain
relatively high even while they are unemployed,
reducing financial pressures on the seek
reemployment. More than 60 percent dis-
located workers have other earners i their
families; and dislocated workers typ ally have
generous unemployment insurance and her
wage-replacement program coverage.
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In light of these last findings, it is perhaps not
surprising that dislocated workers exhibited substantially
lower rates of job search activity than did disadvantaged
workers experiencing similar unemployment.

Implications for the Use of Federal
Employment and Training Resources

The facts just presented provide little support for the
'notion that dislocated workers per se should receive high
priority in the use of scarce Federal employment and train-
ing resources. In particular, association with an industry
or an occupation in nationwide long-term decline did not
seem to (1) effectively predict workers who would experience
unemployment of unusually long duration, (2) identify work-
ers with serious labor market handicaps, or (3) isolate
workers experiencing the highest degree of economic dis-
tress. Furthermore, in general, neither pingle declining
industries or occupations nor all declinihg industries and
occupations together accounted for a strikingly large number
of long-term unemployed persons.

To the extent that any action is to be undertaken on the
basis of economic dislocation, the criterion of a region's
experiencing economic decline appears to be a more effective
indicator of high-priority need than either a declining
industry or a declining occupation. Short-term ad hoc
intervention in local communities experiencing mass layoffs
may be useful in facilitating worker reemployment. (The
massive problems of the motor vehicle manufacturing industry
probably are best addressed in this context.) Creation of a
major ongoing Federal program of employment and training
assistance for dislocated workers, however, or retargeting
of existing Federal activities toward this group, does not
seem an appropriate response to the nature and magnitude of
the problem described in this paper.

Introduction

The American economy is in an era of rapid structural
change. Many factors are involved: The swift pace of tech-
nological innovation; the increasing challenge of foreign
competition; dramatic shifts in the price of key industrial
inputs, notably energy; major changes in consumer charac-
teristics and consumer tastes; and unpredictable redirec-
tions in government policies and expenditures. Each of
these factors contributes to the rise of certain industries,
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regions, and occupations, and to the decline of others.'

One consequence of such changes is that some number of
"midcareer," "mainstream" American workers have found
themselves in the ranks of the unemployed, despite having
previously enjoyed relatively stable work histories, high
skill levels, and high wages.

For approximately the past 15 years, Federal programs
dealing with the employment and training needs of the un-
employed have focused on persons quite different from these
workers dislocated by economic change: Disadvantaged
workers, typically characterized by unstable labor market
experience, low skill levels, and low wage rates. This

targeting is clearly characteristic of activities under the
Comprehensive Employment and Training Act (CETA), and of
Federal initiatives on youth employment. Not since the
Manpower Development and Training Act (MDTA) of 1962 have
major federally sponsored employment and training efforts
been directed explicitly to the needs of the nondisadvan-

taged structurally unemployed.2

Should such activities be revived? Is there a tajor and

growing need for Federal employment and training efforts to
assist workers dislocated by economic change? Are such

needs urgent enough to receive priority in the use of scarce
budgetary resources over the still-serious employment prob-

lems of disadvantaged workers? Policymakers are debating
these questions today; this paper provides some factual
background for the debate.

Specifically, this paper provides information on three

major questions:

1. On such changes, see Marc Bendick, Jr., A Federal

Entrepreneur? Industrial Policy and American Economic
Revitalization (Washington, D.C.: The Urban Institute, 1981);

Kathryn Rudee Harrigan, Strategies for Declining Businesses
(Lexington, Mass.: D.C. Heath, 1980); Gail Garfield Schwartz

and Pat Choate, Being_Number One: Rebuilding the U.S. Economy

(Lexington, Mass.: D.C. Heath, 1980); and The Impact of

International Trade and Investment on Employment (Washington,

D.C.: U.S. Department of Labor, 1978).

2. For the history of MDTA, see Eli Ginzberg, ed.,
Employing the Unemployed (New York: Basic Books, 1980),
especially pp. 3-24, and Garth L. Mangum, MDTA: Foundation of

Federal Manpower Policy (Baltimore: Johns Hopkins University

Press, 1968).
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o Under various definitions, how many dislocated
workers are in the American economy today?

o Is the label "dislocated worker" a good
predictor that.an unemployed person will have
difficulty becoming,reemployed?

o What are the personal and employment
characteristics of dislocated workers?

These three questions are addressed, in turn, in the three
major sections of this paper; the answers given are based on
analysis of a sample of 3,809 unemployed adult workers in-
terviewed in the U.S. Census Bureau's Current Population
Survey (CPS) of March 1980.3 A final section of the paper
summarizes our findings and draws out their implications
concerning the need for Federal employment and training
assistance to ditlocated workers.

Throughout this paper, we will examine only one aspect
of worker dislocation: moderate to long-term unemployment.
Workers who experience "midcareer" declines in their firm,
industry, or occupation may be economically harmed by this
decline in a number of ways other than by experiencing ex-
tended unemployment. They may remain employed but face cuts
in wage rates or decreases in future raise opportunities.
They may remain employed but have the quality of their jobs
reduced. They may suffer income losses during short periods
of unemployment or during periods of involuntary part-time
work. Or they may become unemployed and be rapidly hired
for other positions but still suffer adverse changes in
compensation.4 Our analysis of workers experiencing
medium to long-term unemployment does not encompass these
forms of economic loss.

3. Addendum A details the data set and methodology
used. The authors are grateful to George Chow and Tri Hoang
for highly responsive data processing and to Steve Baldwin,
Frank Levy, Daniel Saks, and Ralph Smith for methodological
suggestions.

4. In the formal terms of economic theory, any of these
losses may be thought of as a loss in "human capital," or
the present value of the worker's lifetime total net earn-
ings. For a discussion of this human capital approach, see
Marc Bendick, Jr., Assisting Coal Miners Dislocated by Sul-
fur_Emissions Restrictions: _Issues and Options (Washir-ig-

ton, D.C,: The Urban Institute, 1981) , especially appendix
A; and Glenn P. Jenkins and Claude Montmarquette, "Estimat-
ing the Private and Social Opportunity Cost of Displaced
Workers," Review of Economics and Statistics (1980),
342-53.
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Some analysts and policymakers have raised the question
of whether workers suffering these forms of loss due to
economic changes should receive monetary payments in com-
pensation. Very generous unemployment insurance-like
payments offered under the Trade Adjustment Assistance //
Program and the Redwood Parks Act may, in large part, be
viewed as primarily offering such compensation. The current

does not examine the desirability of such financial
co ensatory schemes.5 Rather, it focuses on a related
topic: The need for employment and training services by
workers who experience prolonged unemployment. This sub-
group of dislocated workers would be the most, likely recipi-
ents of aid if dislocated workers were to become a new
target group for federally funded labor market assistance;
and this type of assistance is the most likely to be
considered in upcoming policy debates.

Estimating The7-Number of Dislocated Workers

In estimaiOng the number of dislocated workers in the
American economy, we operationally defined a dislocated
worker as follows:'5

o A member of the "mainstream" labor force. Because
we are interested in workers whose Major desired
activity is employment and who do not face any
special labor market complications, we have
excluded from our estimates persons under age 22,

persons over age 64, the disabled, long-term
housewives, and members cf the military.

o Unemployed. As of the time of the survey, the
person must be out of work and actively looking for
work.7

5. On such issues, see Bendick, Assisting Coal Miners,
especially pp. 14-17; Robert S. Goldfarb, "Compensating
Victims of Policy Change," Regulation (September/October
1980), pp. 22-30; and Bruce H. Millen, "Providing Assistance
to Displaced Workers," Monthly Labor Review, May 1979, pp.
17-22.

6. 'Addendum A provides more technical details
concerning these definitions.

7. This same denition is used in official
unemployment statistics. Not captured in this definition,
or in olix estimates, are so-called "discouraged workers,"
who are out of work and wiosh to work but are not actively
looking for work because they believe none is available.
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Long duration of unemployment. In the current
spell of unemployment, the person must have re-
mained unemployed for at least a certain periodiof
time; we provide estimates for when this period is
more than 8 weeks of unemp4,oyment.and for-when it
is mare than 26 weeks of unemployment.

o Suffering economic dislocation. The person must be
associated with either a declining industry, a de-
clining occupation, or a declining region of the
country. These terms are defined below.

Table 1 presents the first of our estimates, for workers
-lessociated with an industry experiencing declining total
employment. As the table shows, in a classification scheme
with 213 separate industries identified, 43 industries met
the criterion we chose to define a declining industry: That
the average annual change in employment over the 1978-80
period was negative. These 43 industries averaged a 2.6
percent annual decrease in total employment, in an era when
the remaining 170 industries averaged a 4.6 percent annual
increase.

Table 1 estimates that within the 43 declining
industries 412,308 dislocated workers had been unemployed
more than 8 lireeks. Most of these dislocated workers came
from five industry groups, all primarily involving
manufacturing:

o Motor vehicle manufacturing: 106,445 workers;

o Textile manufacturing: 57,744 workers;

o Manufacturing not elsewhere classified: 55,188
workers;

o Lumber and lumber products: 45,328 workers; and

o Steel production: 38,547 workers.
ONO,

When the criterion is tightened to 26 weeks of un-
employment, the total number of dislocated workers is

ftreduced to 89,954.

Table 2 presents estitates of the number of workers
considered dislocated because of their association with an
occupation experiencing a decline in total employment-. As
the table indicates, in 'a classification scheme that identi-
fies 428 separate.occupations, 149 met our definition that a
declining occupation is one in which the average annual change
in employment over the 1977-80 period was negatiVe. These
149 occupations averaged a 3.5 percent annual decrease in
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Table 1

Economic Dislocation of "Mainstream" Workers,
for Industries Experienciny Declining Total Employment, March 1980

Census
Code Industr

Motor Vehicle Manufacturing

219 Manufacturing, motor vehicles

Textile Manufacturing

319 Manufacturing,
accessories

327 Manufacturing,
products

317 Manufacturing,
fabrics

307 Manufacturing,
309 Manufacturing,
308 Manufacturing,
318 Manufacturing,

textiles
Total

Manufacturing,
Classified

259 Manufacturing,
379 Manufacturing,
167 Manufacturing,
228 Ship and boat
199 Manufacturing,
157 Manufacturing,
249 Manufacturing,
119 Manufacturing,

products

Total

Average Annual
Change in
Employment,
1977-80

(%)

Looking for
Work More

Than 8 Weeks
(N) (%)

Looking for
Looking for Work More Than
Work More Than 8 Weeks Jets 4

2b Weeks of Industry
(N) (%) Labor Force)

Looking for Work.
More Than 26
Weeks (as % of
All Looking for

Work Froin
Industry)

apparel and

miscellaneous fabric

yarns, threads, and

-4.7 106,445 5.1 31,89k 4.9

28,518

9,751

8,802'
knitting mills 3,895
carpets 2,744
textile dyeing 2;502
miscellaneous

1,532
-1.5 577744 2.8 14,892 2.3

Not Elsewhere

miscellaneous
rubber products
metal stampings
building and repair
electrical appliances
hand tools and hardware
watches and clocks
glass and glass

-2.2

20,783
12,3,54
7,296
5,148
4,470
2,186
1,645

-1,506
55,188 2.8 12,003 1.9

10.5

2.6

3.2

195
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Table 1, continued

Economic Dislocation of "Mainstream" Workers,
for Industries Experiencidg DeClining Total Employment, March 1980

Ce#6us
Code

Average Annual
Change in
Employment,
1977-80

Industry (%)

Looking for
Work More

Than 8 Weeks

Looking for york
Work More Than 8

26 Weeks

Looking for
More Than

Weeks (as %
of Industry
Labor Force)

Looking for Work
More Than 26
Weeks (as % of
All Looking for

Work From
Industry)(N) (%) (8) (%)

Lumber and Lumber Products

108 Sawmills 16,516
337 Manufacturing, paperboard boxes 15,019
107 Logging 10,562
328 Manufacturing, pulp and paper 3,231

Total -2.8 45,328 2.2 3,540 .5 4.1 3.4

Steel Production

139 Blast furnaces and steelworks 19,524
147 Manufacturing, other primary iron

and steel 19,023
Total -1.4 38,547 1.8 6,968 1.1 4.6

Motor Vehicle Sales and Service

639 Motor vehicle dealers 13,619
648 Gasoline service stations 11,036
749 Automobile services excluding repair 2,144

' Total -2.5 21770 1.3 5,229 .8 1.7 7.0

Traditional Retailing

609 Department stores and mail order 19,248
627 General merchandise stores 3,370
617 Limited price stores 2,283

Total -2:3 24,901 1.2 6,531 1.0 1.1 8.4
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Table 1, continued

Economic Dislocatfbn of "Mainstream" 'Workers,
for Industries Experiencing Declining Total Employment, March 1980

Census
Code Industry

Average Annual Looking for .

Change in Looking for Looking for Work More Than-

Employment, WOrk More .Work More Than 8 Weeks (as %

1977-80 Than 8 Weeks 26 Weeks of Industry

(%) (N) (%) (N) (1) Labor Force)

Looking for Work
More Than 26
Weeks (as % of
All Looking for

Work From
Industry)

2t)9

288

299
297

Food Manufact-,uring

8,152

6,373
4,729

Manufacturing, dairy products
Manufacturing, confectionery
products

Manufacturing, tobacco
Manufacturing, miscellaneous

food preparation 2,275

279 Manufacturing, grain mill products 1,348

Total -2.0 22,877 1.1 2,716 .4 3.1 5,b

Miscellaneous

147 Wholesale, hardware and plumbing 19,023

57 Mining and quarrying, nonmetallic 5,868

389 Manufacturing, footwear 2,792

778 Lodging places, excluding hotels
and motels 2,683

388 Leather, tanned and finished 1,992

397 Manufacturing, leather products
except footwear 1,858

4 other industries 263

Total -2.9 34,479 1..7 6,184 1.0 5.8
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Table 1, continued

Economic Dislocation of "Mainstream" Workers,
for Industries Experiencing Declining Total Employment, March.1980

Censiul
Code Industry

43 Industries Experiencing

Average Annual Looking for
Change in Looking for Looking for Work More Than
Employment, Wbrk More Wbrk More Than 8 Weeks (as i
1977-80 Than 8 Weeks 26 Weeks of Industry

(5) (N) (5) (N) (I) Labor Force)

Looking for Work
More Than 26

Weeks (as S of
All Looking for

Work From
Industry)

Employment Decline -2.6 412,308 19.7 89,954 13.9 3.4 10.7

170 Industries Experiencing
Employment Growth 4.6 1,677,146 80.3 558,242 86.1 2.6 12.1

All 213 Industiies 2.8 2,069,454 100.0 648,196 100.0 2.7 11.9

SOURCE: Special tabulations of the Current Populatlon Survey of March 1980.

For definitions, see text and addendum A.
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Table 2

Economic Dislocation of "MainstreaMm Workers,

for Occupations Experiencing Declining Total Employment,
.1

March 1980

Census
Code Occupation

Average Annual
Change in
Employment,
1977-80

(%)

Looking for
Work More

Than 8 Weeks
(N) (%)

Looking for
Work More Than

26 Weeks
(N) (%)

Looking for
Work More Than
8 Weeks (as %
of Industry
Labor Force

Looking for Work
More Than 2e
Weeks (as I of
All Pooking for

Work in
Occupation)

Operatives

125,302
TruRk drivers

690 Machine operatives, miscellaneous 82,844

643 Packers and wrappers, except food 27,736

663 Sewers and stitcher,
26,304

656 Punch and stamping pr,ss operatives 15,939

706 Fork lift and tow motor operatives 12,067

623 Gas station attendants
6,928

672 Textile spinners, twisters, and winders 6,745

622 Furnacemen, smelters, and pol!rers 4,670

624 Graders and sorters, manufacturing 4,564

662 Sawyers
4,061

642 Industrial oilers and greasers 3,934

626 Heaters, metal
3,593

613 Dressmakers and seamstresses, except
factory

3,412

614 Earth drillers
2,784

714 Taxicab drivers and chauffeurs 2,699

681 Winding operatives, n.e.c.
2,290

652 Lathe and milling machine operatives 1,909

621 Filers, polishers, sanders, and buffers 1,649

664 Shoemaking machine operatives 1,605

712 Railroad brakemen
1,385

611 Clothing ironers and pressers
1,423

713 Railroad switchmen
1,131

10 other occupations
0

TOTAL -3.8 344,754 16.5 43,017 8.9 4.8 7.0
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Table 2, continued

Economic Dislocation of "Mainstream" Workers,
for Occupations Experiencing Declining Total Employment, March 1980

-Census
Code

Average Annual
Change in
Employment,

1977-80
Occupation (%)

Looking for
Work More

Than 8 Weeks

Looking for
Work More Than

2u Weeks

LOoking for
Work More Than
8 Weeks (as %
of Industry
Labor Force)

Looking.for Work
More Than 26
Weeks (as % of
All Looking for

WokK-in
Occupation)(N) . (%) (N) (S)

LaboreIe (-.0/

785 Laborers, nonfarm, not specified 30,291
'753 Freight and materials handlers 25,513
822 Farm laborers 20,618
764 Vehicle wis-ners and equipment cleaners 20,131
780 Miscellaneous nonfarm laborers 12,728
761 Lumbermen, raftsmen, and wood choppers 9,832
750 Carpenters" helpers 7,794
754 Garbage collectori 5,998
- 2 other occupations 0

TOTAL
.

-3.7 132,907' 6.4 27,551 5.7 4.7 10.0

Craftsmen and.Kindred Workers

410 Brickmasons and stonemasons 26,672
421 Cement and concrete finishers 17,472
412 Bulldozer operators 9,281
575 Craftsmen and kindred, n.e.c. 5,945
452 Inspectors, n:e.c. 8,158
424 Cranemen, derridkmen, and hoistmen 4,626
482 Household appliance mechanics 3,665
520 Plasterers 2,387
435 Engravers, except photoengravers 2,004
545 Stationary engineers 1,746
425 Decorators and window dressers 1,761
454 Job and die setters, metal 1,756
403 Blacksmiths 1,625

27 other occupations, 0
TOTAL -3.1 84,099 4.0 7,140 1.5 b.1 5.4

Si CI -.
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Table 2,.continued

Economic Hislocation of 'Ilainstream" Wprkers,
for Occupations Experiencing Declining Total Employment, March 1980

Average Annual
Change in

Employment,

Census 1977-80

Code Occupation (%)

Service Workers

901
914
980
913
942

960
943
934

185
145

Looking for'

Looking for Looking for Work More Than

',Work More Work More Than 8 Weeks (as %
Than 8 Weeks 26 Weeks of Industry

(N) (%) (N) Labor Force)

Looking for Work
More Than 26

Weeks (as.% of
All Looking for

Work in
Occupation)

Maids, except private household
Food couater and fountain workers
Child care workers, private household
Dishwashers
Child care workers, except private
household

Crossing guards and bridge tenders
Elevator operators ".

Baggage porters and bellboys
7 other occupations

-3.8

4,962
4,870
4,818
3,646

2,637
2,-124
1,951
1,069

0
TE1i71577

,

1.2 4,177 .9 1.4 9.8
TOTAL

Professional, Technical, Managerial, and Sales Workers

Musicians and composers
Teachers, except college and

university, n.e.c.
141 Teachers, except college and

university, adult education
86 Clergymen

264 Hucksters and peddlers
121 College and university teacher,..,

sociology
223 Officials of lodges, societies,

and unions
32 other occupations
TOTAL

206

-2.9

5,610

3,644

3,588
1,991
1,720

1,030

1,026
0

TUTaig .9 4,402 .9 1.8 .12.7
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Table 2, continued

Economic Dislocation of "Mainstream" Workers,
for Occupations Experiencing Declining Total Employment, March 1980

Census
Code Occupation

Average
Annual Looking
Change in for Work
Employment, More Than
1977-80 8 Weeks

(%) (N) (IT

Looking
for Work
More Than
26 Weeks

CS) (5)

Looking
for Work

More Than 8
Weeks (as %
of Industry
Labor Force)

Looking for Work
More Than 26

Weeks CaS % of
All Looking for

Work in
Occupation)

345
392
385

Clerical and Kindred Workers

7,457
3,194
2,515

Keypunch operators
Weighers
Telephone operators

371 Medical secretaries 2,013
360 Payroll and timekeeping clerks 1,244
344 Duplicating mgchine operators 1,136

6 other occupations 0
TOTAL -3.3 17,559 .8 3,423 .7 1.4 9.5

149 Occupations Experiencing
Employment Decline -3.5 642,006 30.7 89,710 18.5 3.4 7.6

279 Occupations Experiencing
Employment Growth 7.7 1,447,448 69.3 396,194 81.5 1.7 11.4

All 428 Occupations 4.0 2,089,454 100.0 .485,904 100.0 2.0 9.6

SOURCE: Special tabulations of the Current Population Survey of March 1980.

For definitions, see text and addendum A.



total employment, in an era when the remaining 279
occupations averaged a 7.7 percent annual increase.

Table 2 estimates that within these 149 declining
occupations,642,006 dislocated workers had been unemployed

more than 8 weeks. Consistent with the finding in table 1
that the vast majority of declining industries were manufac-
turing, the vast majority of workers from declining occupa-
tions are from manufacturing occupations, and primarily at
relatively low skill levels such as semiskilled assembly
line workers:

o Semiskilled operatives: 344,754 workers;

o Unskilled laborers: 132,907 workers; and

o Skilled craftsmen: 84,099 workers.

When the criterion is tightened to 26 weeks of unemployment,
the total number of dislocated workers is reduced to 89,710.

Table 3 presents the last of our estimates, those for
workers associated with a region experiencing economic de-

cline. In this analysis, the country was divided'into 95
regions, consisting of 44 standard metropolitan statistical
areas (SMSA's) and 51 regions, each representing the remain-
der of a State outside any of the 44 SMSA's. We adopted a
classification scheme in which 23 regions were considered in
economic decline because of either (1) a decrease in popula-
tion over the 1970-80 decade, or (2) an unemployment rate in
March 1980 higher than 8.5 percent (in an era in which the
average region had a 6.4 percent unemployment rate). The

first criterion selected regions that averaged a 4 percent
decrease in population during a time in which the remaining
regions averaged a 17.4 percent increase; the second criter-
ion isolated regions that averaged 9.6 percent unemployment

at a time when the remaining regions averaged only 5.9 per-
cent unemployment.

Table 3 estimates that, for the 23 regions.identified as
economically declining, dislocated workers unemployed more
than 8 weeks totaled 895,254,\while the number unemployed
more than 26 weeks was 269,098. Conbistent with the manu-

facturing oriented patterns'eAibited in tables 1 and 2,
most of these workers_are found in traditional, older
manufacturing regions of the Northeast and Middle West.8

8. Several other regions, comprising the nonurban areas

of Western States (Washington and Oregon, among others), re-
flect the decline of the lumber industry, which also was
observable in the previous tables.
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Table 3

Economic Dislocation of "Mainstream" Workers,
For Regions Experiencing Economic Decline, March 1980

Population
Change
1970-80

Region (%)

Vnemployment
Rite

March 1980
(%)

Looking for
Work More
Than 8 Weeks

Looking for Work
Looking for More Than 26

Looking for Work More Than Weeks'(as % of
Work More Than 8 Weeks (as % All Looking for

26 Weeks of Region Work in
(N) (%) (11) (%) Labor Force) Region)

New York City SMSA* -8.5 8.8 156,943 47,701
Detroit SMSA -1.8 12.0 121,890 35,353
Philadelphia SMSA -2.2 107,946 46,459
Michigan outside Detroit 10.4 58,225 17,143
Pennsylvnia outside Philadelphia

and Pittsburgh 9.0 45,537 12,453
Indiana outside IndianapOlis
and Gary 9.5 44,689 18,548

Buffalo SMSA -7.9 8.8 36,682 13,609
Pittsburgh SMSA -5.7 36,628 2,948
St. Louis SMSA -2.3 31,630 14,623
Boston SMSA -4.6 31,008 8,210
West Virginia 9.3 28,120 3,395
Cleveland SMSA -7.9 25,715 4,469
Milwaukee SMSA -.4 23,307 2,536
Oregon outside Portland 10.2 21,463 6,606
California outside 7 large SMSA's 10.2 20,193 5,305
Akron SMSA -2.7 19,442 0
Gary--East Chicago SMSA 9.0 16,378 7,961
Rhode Island -.3 16,023 2,273 A.

Viashington outside Seattle 8.7 14,771 0
Newark SMSA -4.4 13,115 8,355
Illinois outside Chicago 8.6 12,938, 8,966
Paterson--Passaic SMSA -2.8 8,811 1,054
Alaska 11.2 4,800 1,131
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Table 3, continued

Economic Dislocation of "Mainstream" Workers,
For Regions Experiencing Economic Decline, March 1980

Region

Population
Change
1970-80

(1)

Unemployment Looking for
Rate Work More

March 1980 Than 8 Weeks
(t) (R) ------TFT-

Looking for
Work More Than

26 Weeks
rgY ciT

Looking for
Work More Than
8 Weeks (as t

of Region
Labor Force)

Looking for Work
More Than 26
Weeks (as t of

All Looking for
Work in `

Region)

23 Regions Experiencing
Economic Decline -4.0 9.6 895,254 42.9 269,098 55.4 3.1 14.8

1/40 72 Regions Not Experiencing
Economic Decline 17.4 5.9 1,193,200 57.1 216,806 44.6 3.9 7.b

All 95 Regions 14.5 6.4 2,089,454 100.0 485,904 100.0 3.5 10.4

SOURCE: Special tabulations of the Current Population Survey of March 1980.

For definitions, see text and addendum A.

*Standard Metropolitan Statistical Area.
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That the regional counts of dislocated workers are
higher than either the industrial or occupational counts is
to be expected. This is so because when workers are laid
off from the "economic export base" of a locality--for ex-
ample, manufacturing--"ripple effects" of layoffs are felt
among local suppliers to that indunpTy and in the local
retail and service sectors serving the consumer needs of
persons employed in the "economic base" industries. Because
these ripple effects are generally more diffuse along indus-
trial and occupational dimensions than they are among region-
al dimensions, estimates of dislocation by those categories
tend to be lower than the regional estimates. There is no'
theoretical basis for deciding whether it is either correct
or incorrect to include such "secondary" or "ripple effects"
in a definition of workers disemployed by economic change;
instead, we must simply recognize that looking at economic
decline along different dimensions implicitly incorpOrates
different degrees of these effects.

.Despite their differences in definition and the
relatively arbitrary way in which the categories of decline
were established, these three sets of estimattes seem
strikingly consistent in three general findings.

o The preponderance of dislocated workers are
semiskilled operatives who formerly worked in
traditional manufacturing industries in the
Nation's "frostbelt" region.

o Including all workers who have been unemployed
at least 8 weeks, the number of dislocated .

workers is in the range of 500,000, and may be
as high as 900,000.

o Including only workers who have been unemployed
at least 26 weeks, the number of dislocated
workers is in the range of 100,000, and may be
as high as 250,000.

To place the estimates in perspective, we can com-
pare them with the total number of unemployed in the
economy in March 1980: 6,438,000 persons. The largest
of our three estimates of dislocated workers, unemployed
for more than 8 weeksfrepresents less than 14 percent of
this total; and the smallest of our estimates of the
dislocated workers unemployed for more than 26 weeks
represents less than 2 percent. Dislocated workers un-
employed more than 8 weeks averaged only a little more
than 3 percent of the labor force of even declining
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industries, occupations, or regions.9 Only one industry

within the set of declining industries represents a spec-

tacularly large single concentration of unemployed: The

motor vehicle manufacturing industry, with more than 100,000

workers who have been unemployed for more than 8 weeks.

Thus while the unemployed persons in these estimates do

not reflect a trivial reemployment problem, they neverthe-
less seem to reflect a less than overwhelming employment
crisis centered on economic dislocation. By the end of even

8 weeks, a substantial proportion of unemployed persons from

declining industries and occupations seem to have found

alternative employment.10

Is Dislocation Associated With Reemployment Difficulties?

By definition, the thousands of dislocated workers we

have tabulated in the preceding estimates are having at

least some difficulty becoming reemployed; they have been
unemplomed at least 8 weeks and, in some cases, more than 26

weeks. gut many workers in the American economy experience

similar spells of unemployment without the circumstances of

economic change and dislocation, in an industry, occupa-
tional, or regional sense. The question we must address now

is whether a worker's being associated with economic dislo-

cation increases reemployment difficulties beyond what they

would otherwise be.

Tables 1, 2, and 3 present several pieces of information .

to help answer this question. First, there are data on the

proportion of all unemployed persons who come from a declin-

ing industry, occupation, or region. This statistic is

calculated separately for workers unemployed more than 8

weeks and for those unemployed more than 26 weeks, with the

following result:
More than More than
8 weeks 26 weeks

Declining industry 19.7% 13.9%

Declining occupation 30.7% 18.5%

Declining region 42.9% 55.4%

9. These estimates are reported in the second column from

the right-hand side of tables 1, 2, and 3.

10. Many of them even return to the jobs from which they

were laid off. One study of recipients of Trade Adjustment

Assistance payments, for example, concluded that 70 percent of

the recipients eventually returned to work with their former

employer.
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In the case of industry and occupation, the declining entity
accounts for a smaller proportion of unemployed persons with
very long unemployment durations (more than 26 weeks) than it
does of persons with medium duNition (more than 8 weeks). If
being associated with decline predicted additional reemploy-
ment difficulties, we would have expected the opposite
result. Similarly, tables 1, 2, and 3 present data on the
proportion of all persons looking for work who have been
doing so for more than 26 weekS.

Industry Occupation Region

Declining
Not declining

10.7%
12.11

7.6% 14.8%
11.4% 7.6%

,

For industries and occupatiOhfs, the proportion of long-term

i4

unemployed it lower for the declining entities than for their
nondeclining biinterparts. Again, the results contradict the
notion tha t_ eihg associatbd with cohomic decline is predic

I

-

II

tive f long-term unemployment.
,

e may speculate-that underlying these patterns is a pro-
cess )in which at least some dislocated workers shift occupa-
tions and industries in response to both current unemployment
and the prospect of limited future opportunities. Finding
themselves unemployed, workers from growing industries or occu-
pations may be willibg to enOure relatively long spells of
unemployment in hopes of returning eventually to their previous
employment situations. Workers from declining industries or
occupations who find themselves in a similar state of unemploy--
ment appear to be more likely to seek employment elsewhere than
to remain unemployed for long periods on the chance of re-
employment.

While these data on industries and occupations imply
adjustment to economic ahange by at least some dislocattd
workers, the data on regions suggest a different situation with
regard to workers' geographical mobility. The data just cited
show that declining regions account for a higher proportion of
workers unemployed 26 weeks than of workers unemployed for 8
weeks. Correspondingly, they show that the 26-week unemployed
as a proportion of all. unemployed are higher for declining
regions than for nondeclining regions. It appears that workers
facing the prospect of long-term unemployment are less likely
to uproot their homes and families to seek economic opportu-
nities elsewhere than'they are tc change occupations or indus-
tries. In consequence, presence of a worker in a region ex-
pariencing economic decline does seem to offer some predictive

wer that the worker will face extra reemployment difficul-
ti s, in a way that association of that worker with a declining
in astry or occupation does not.
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A more direct test of the power of economic dislocation

to predict reemployment difficulties was conducted on our
data set using the statistical technique of multiple regres-

sion.11 The results of this analysis strongly confirmed -

the patterns discussed. Using al.r workers unemployed as of

March 1980, estimates were made of the impact of various
factors on the number of weeks they had remained unemployed;
the average worker had been unemployed 11 weeks at that

time. These impacts were estimated to be as follows:

o If the worker was from a region with unemployment
exceeding 8.5 percent, his or her expected duration
was increased by more than 2 weeks (20 percent of

'the 11-week average).

o If the worker was from a region that lost
population over the 1970-80 decade, his or her
expected duration was increased more than 1.5 weeks
.(15 percent of the average).

o If the worker was from a declining occupation, his

or her expected duration was increased by half a
week (5 percent of the average).

o If the worker was from a declining industry, this
fact had no measurable impact on duration.

In other words, substantial increases in the expected
duration of unemployment were observable for a worker in a

region experiencing economic decline, but only trivial in-

creases were observable for that worker's being associated

with either an industry or an occupation in decline.

The Characteristics of Dislocated Workers

Knowing the personal and employment characteristics of
unemployed persons can offer twa types of insights. First,

this information carries implications for the relative ur-

gency of providing employment, training, or other assistance

to these workers. Second, the information carries implica-

tions for what types of employment and training activities
might be most effective in helping them become reemployed.

Therefore, in this section, we compare the characteris-

tics of workers who have been unemployed at 1east.8 weeks

and who fall into five (partially overlapping) categories:

11. Addendum B details this statistical analysis.
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o Workers from a declining industry, when a declining
industry is defined as in table 1

o Workers from a declining occupation, when a
Te-clining occupation is,defined as in table 2

o Workers from a declining region, when a declining
region is defined as in table 3

Workers fr,m lo*-income families, when a low-income
family is defined as having family income of no
more than 1.5 times the poverty threshold estab-
lished by the 1.1.S. Census Bureau

o
,

Workers experiyencing long-duration unemployment,
when long-durationsunemployment is defined as that
which, as of March 1980, had already exceeded 25
weeks in a continuous spell

The fourth group is included to permit comparison of
dislocated workers with a sample of "disadvantaged" workers,
who have been the focus of Federal employment and training
assistance in recent years. The filth group is composed of
those experiencing unemployment of long duration regardless
of whether that duration is associated with economic
dislocation.

Age

The first characteristic we examine is the age
distribution of workers. This variable is of interest
because workers over age 40 probably experience additional
difficulties becoming reemployed compared with their younger
coworkers. Some of these difficulties may arise from the
reluctance of employers to hire older workers--perhaps
because theV teel these workers are less energetic or
efficient than younger workers are, or because they feel
older workers' skills are obsolete, Other difficulties may
arise on the part of workers themselves. For example, older
persons who have worked for extended periods within the same

- firm-may have substantial pension and seniority rights.
They may therefore endure extended periods of unemployment,
awaiting any possible opportunity to return to their old
empl6yer, rather than seek alternative employment
opportunities.

Table 4 presents the distribution of ages for adult
workers unemployed at least 8 weeks. Among the three groups
of dislocated workers, an average of 68.1 percent of workers
were under age 40. For workers from low-income families,
the corresponding figure was 73.4 percent; and for workers
experiencing unemployment of long duration, the figure was
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Table 4

Workers' Ages, for Different Groups of "Mainstream" Worker.
Looking for Work More Than Eight Weeks, March 1980

Group 22-39 40-59 60-64 Total

(S) (%) (%) (S)

From declining industry 66.9 28.5 4.6 100.0

From declining occupation r67.7 28.7 3.6 100.0

From declining region 69.6 25.4 5.0 100.0

Average 68.1 27.5 4.4 100.0

Low-income family 73.4 22.5 4.1 100.0

Long-duration unemployed 65.7 30.9 3.4 100.0

SOURCE: Special tabulation of the Current Population Survey
of March 1980.

For definitions, see text and addendum A.
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65.7 percent. Thus, to the extent that being in their
forties, fifties, or 'sixties handicaps unemployed persons in
finding reemployment,12 dislocated workers will suffer
this handicap to a slightly larger extent than would workers
from low-income families and to a slightly smaller extent
than the long-term unemployed. None of the five groups of
workers included "near-retirement" workers to a substantial
extent; the proportion of workers in their sixties was only
about 4 percent of each group.

Educational Attainment

A worker's level .of formal education also may influence
the duration of unemployment he or she may experience.
Table 5 presents the distribution of educational attainment
for the five groups of the unemployed. It shows that dis-
located workers cluster strongly at the level of high school
graduation (47.6 perdent), with 35.1 percent'having less
education and 17.3 percent more. In contrast, unemployed
workers from low-income families include fewer high school
graduates, with 44.1 percent of them not having graduated;
and workers experiencing long unemployment durations includ-
ed a larger proportion of persons with college, graduate
school, or other education beyond the high school level
(28.9 percent). These educational patterns are consistent
with the,occupational characteristics of dislocated workers
shown in table 2: The typical semiskilled manufacturing
operative is a high school graduate, or approximately so.
These people are much less likely to suffer from adult func-
tIonal illiteracy or other severe educational handicaps than
Is a typical unemployed worker from a low-income family.

Minority Status

Various racial, ethnic, and sexual minority groups have
experienced discrimination in employment in the past and
continue to do so. Minority status may therefore be expect-
ed to be associated with extra reemployment difficulties.13

12. The statistical regression analysis discussed
later and in addeddum B of this paper estimated that this
age handicap, while present, is small. Increasing a
worker's age by 10 years increased his or her expected
duration of unemployment by only 4 days (7 percent of the
average 11-week duration).

13. The statistical regression analysis discussed
earlier estimated that being nonwhite added 1 week to an
unemployed worker's expected duration of unemployment (10
percent of the average 11-week duration).
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Table 5

Education Attainment For Different Groups of "Mainstream" Workers
Looking for Work More Than Eight Weeks, March 1980

Less than a
High School

Group Graduate
High School
/ Graduate

Beyond
High School

60-64 Total

(10 . (11) ($) (1)

From declining industry 33.8 49.3 16.9 100.0

From declining occupation 39.6 412.5 13.9 100.0

From declining region 31. 47.0 21.1 100.0

Average
,

35.1 47.6 17.3 100.0

Low-income family 44.1 39.0 lu.9 100.0

Long-duration unemployed 27.3 43.8 28.9 100.0

SOURCE: Special tabulation'of the Current Population Survey

of March 1980.

For definitions, see text and addendum A.

:.

222



Table 6 compares the extent of minority representation
among the various groups of workers unemployed at least 8
weeks. Not surprisingly, it shows that the group from low
income families encompasses the,highest proportion of minori-
ties (e.g., 31.4 percent black, versus 26.6 percent black
among the long-term unemployed, and 19 percent among dis-
located workers). Table 6 also reports the proportion of
women among the workers unemployed for more than 8 weeks:
31.2 percent among dislocated workers, compared with about
37 percent among either workers from low-income families or
the long-term unemployed. Thus, both in terms of racial and
ethnic minorities and in terms of women, the category "dis-
located worker" is less successful than either of the other
two categories at isolating groups likely to face particular
difficulties in seeking escape from unemployment.

The Reemployment Handicaps of Affluence

While workers dislocated by economic change do not
suffer the same reemployment handicaps disadvantaged workers
traditionally do, dislocated workers do typically possess
several characteristics associated with increased durations
of unemployment. These handicaps to reemployment ate side
effects of the relatively high incomes and comfortable
economic circumstances that dislocated workers experience
both before and during unemployment; they are the "handi-
caps" of homeownership, of high wages and attractive fringe
benefits at their former jobs, and of high total family
income even in the absence of the worker's own earnings.

Homeownership

Homeownership provides one example of such handicaps in
action. The statistical analysis discussed earlier esti-
mates that being a homeowner adds an average of 1 week (or
10 percent) to the expected 11-week duration of unemployment
in our sample. This is so largely because of the financial
costs of selling one home and buying another if geographical
mobility is required to find new .employment. The financial
costs of such moves are particularly prohibitive if the home
to be sold-is in a depressed, low-priced housing market
(e.g., Detroit or Cleveland) and the home to be purchased is
in a growihg, high-priced housing market (e.g., Houston or
San Diego) . Furthermore, in recent years,, rapidly rising
home mortgage interest rates in a high-inflation era have
made newly issued mortgages much more expensive than mort-
gages issued in earlier years, increasing the reluctance of
homeowners to sell.

Table 7 indicates the general mobility among the five
comparison groups of more-than-8-week unemployed. It shows
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Table 6

Minority Status For Different Groupa of "Mainstream" Workers
Looking for Work More Than Eight Weeks, March 1980

Group Black Hispanic
Other
Minority Female

(%) (%) (1) (%)

From declining industry 20.5 7.6 2.5 35.0

From declining occupation 16.7 8.3 1.3 27.0

in From declining region 19.9 5.1 1.4 31.7

0
CN1 Average 19.0 7.0 2.6 31.2

Los4-income family 31.4 9.2 2.1 37.2

Long-term unemployed 26.6 6.8 .b 37.6

SOURCE: Special tabulation of the Current PoPulation Survey

of March 1980.

For definitions, see text and addendum A.



Table 7

Residential Mobility Between 1975 and 1980, for Different Groups of
"Mainstream" Workers Looking for WOrk More Than Eight Weeks, March 1980

Group
Same
House
(%)

Different
House, Same
County

(1)

Different
County

or Further
(a)

Total
(%)

From declining industry 40.5 39.2 20.3 100.0

From declining occupation 38.5 37.9 23.6 100.0

From declining region 42.3 35.1 22.6 100.0

Average 40.3 37.4 22.2 100.0

Low-income family 33.5 39.4 27_1 100.0

Long-term unemployed 44.9 31.8 23.3 100.0

SOURCEL Special tabulation of the Current Population Survey
of March 1980.

For definitions, see text and addendum A.
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that over the 5-year period 1975-80, only an average of 22.2
percent of dislocated workers made a move involving crossing
a county boundary, while 27.1 percent of workers from low-
income families did so. Conversely, an average of 40.3
percent of dislocated workers were living in the same home
that they had been 5 years previously, while this was true
for only 33.5 percent of workers from low-income families.
Thus, while being largely unable to afford homeownership is
generally one of the disadvantages Of low income, it becomes
an advantage in the circumstances of having to mpve to seek
reemployment.

High Wages and Fringe Benefits

Other "handicaps of affluence" for dislocated workers
include the high wage levels and generous fringe benefits
typically available in the jobs from which they were laid
off. These attractive job features become handicaps to
reemployment in the sense that the more attractive the
previous job, the more tempted a dislocated worker is to
remain unemployed waiting for even a remote chance to return
to that job.14

Table 8 displays information on the extent to which two
key types of fringe benefits had been available to currently
unemployed workers on at least one job they had held during
the previous year. It indicates that an average of 40.8
percent of dislocated workers had been included in company
pension plans, and 59.4 percent had been included in company
health insurance plans. These figures contrast sharply with
the mere 13.3 percent of workers from low-income families
who had enjoyed pension benefits and 26.4 percent who had
enjoyed health benefits. As with homeownership, what is a
disadvantage for low-income workers while they are employed
becomes an ironic advantage while they are unemployed; they
have less to lose, relative to dislocated workers, and there-
fore are less reluctant to seek alternative reemployment.

The same pattern observable in these data on fringe
benefits is present also in data on workers' own total in-
comes during the year -prior to the present one, presented in

table 9. Because the survey that collected these data was
conducted in March 1980 and all workers tabulated in table 9

14. For example, the statistical analysis discussed
earlier indicates that if an unemployed worker had been in-
cluded in a company health insurance plan on a job held the
previous year, the expected duration of ugemployment was in-
creased by more than half a week (6 percOit7of the average
duration of 11 weeks).
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Table 8

Fringe Benefits in at Least'Ono Job Held During Previous'
Year, for Different Groups of "Mainstream Workers Looking

for Work More Than Right Weeks, March 1980.

Grbup

Included
in-Pension

(S)

Included
in

Health Plan
(0)

From declining industry 50.3 70.3

From declining occupation 37.8 57.3

From declining region 34.6 50.7

Average 40.8 59.4

Low-income family 13.3 26.4

Long-term unesployed 23.8 34.2

SOURCB3 Special tabulation of the Current Population Survey

of March 1980.

For definitions. see text and addendum A.
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Table 9

Previous Year's Total Personal Income, for
"Mainstream" Workers Looking for Work More Than

Different Groups of
Eight Weeks, March 1980

$0-
$2,499

$2,500-
$4,999

$5,000-
$7,499

$7,500-
$9,999

$10,000-
$14,999

$15000-
$19,999

More Than
$20,000 Total

Group (%) (%) (10' (%) (%) (1) (%) (%)

From declining industry 11.2 14.2 15.7 12.2 22.2 13.0 11.5 100..0

From declining occupation 11.,9 12.2 17.9 13.9 21.5 13.8 8.4 £00.0.

From declining region 12.6 14.6 14.8 12.6 17.8 14.3 6.7 100.0

Average 12.0 13.8 16.2 13.0 20.6 .
13.8 9.1 100.0

Low-income family 40.3 31.1 18.7 5.8 3.9 .2 .0 100.0

Long-term unemployed 38.4 18.2 14.2 10.3 11.5 4.2 , 3.1 100.0

SOURCE: 'Special tabulation of the Current Populaton Survey

Of March 1980.

For definitions, see text and addendum A.
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had been unemployed at least 8 weeks as of March 1980,
virtually all of them were unemployed at least part of the
time during the.year tb which these data correspond.15
Nevertheless, the contrast between the incomes of dislocated
workers and workers from low-income families is striking.
Some.40.3 percent of workers from low-income families had
incomes under $2,500 for the year, while only 12 percent of
dislocated workers did so; some 24 percent of dislocated
workers had incomes of $15,000 or more, while only a
fraction of 1 percent of workers from low-income familtes
did so.

Table 9 notes the important fact that the long-term
unemployed iforkers' patterns of income represent a com-
bination of the patterns for low-income-family workers and
dislocated workers, with 38.4 percent falling under $2,500
but 7.3 percent still exceeding $15,000. This intermediate
position reflects the relatively high wages formerly avadl-
able to many of these workers, and the long time since they
had worked. The pattern suggests that, after a sufficient
duration of unemployment, the unemployed do eventually come
to resemble traditionally disadvantaged workers in terms of
their individual incomes.

Table 10 confirms the interpretations made on the basis
of table 9 by indicating the sources of income reported
there. Only 34.4 percent of the long-term unemployed re-
ported wage and salary income for the year prior to March
1980, in contrast, to 70.6 percent of workers from low-income
families and 93.7 percent of dislocated workers.

Table 10 also indicates the extent to which unemployed
individuals in the five groups received support from various
public income transfer programs. Particularly important
here is the extent of unemployment coffpensation received.
An average of 50.5 percent of dislocated workers reported
receiving Unemployment Insurance payments during the year,
while Only 38.7 percent of the long-term unemployed did so,
and only 27 percent of workers from low-income families did
so. Some of the long-term unemployed will have had their
eligibility expire, while disadvantaged workers often show
employment histories that are too sporadic to entitle them
to benefits. In either case, it seems that dislocated work-
ers are better provided with wage replacement through Unem-
ployment Insurance than either of the other two groups.

15. Because we have defined the group of workers
experiencing unemployment of long duration as those who have
been unemployed at least 26 weeks, all of those individuals
had been unemployed a substantial proportion of the year.
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Table 10
Sources of Personal Income During the Previous Year, for Different Groups of

"Mainstream" Woikers Looking for Work More Than Eight Weeks, March 1980

Wages
Self

Employment
and
Salary

or Farm
Income

Social
Security or
Railroad
Retirement

Federal
State, or
Local

Government

Aid to
Families

With Dependent
Children

Other
Public, lInterest

Assistance Income

Group (%) (%) (II) (%) (%) (%) (%)

From declining industry 95.8 1.9 1.5 .0 4.4 1.8 44.0

From cieclining occupatiOn 98.0_ 4.4 2.7 .9 5.0 1.9 38.2

From declining region l''''83.3 2.6 1.6 .7 6.5 4.2 41.2

Averuge 93.7 3.0 1.9 .5 5.3 2.6 .. 41.1
NI
I-,

I-,
Low-income family

Long-term unemployed

70.6

34.4

2.2

2.7

2.8.

3.0

1.2

.3

18.3

10.4

7.4

7.7

)

13.3

30.3

Pension Alimony,
Dividends,

Rents,
Royalties
and Trusts

Veterans
Payments

Unemployment
Compensation

Workmen's
Compensation

(Private
or

'Military,
Government)

Child Support, Income
'or Any from

Other Regular Any Othr
Contribution Source

(%) (%) (5) (5) (I) (%) (%)

From declining industry 4.1 2.6
,

53.2 5.5 .6 3,5 3.1

From declining occupation 4.5 1.9 51.9 3.9 1.7 3.0 2.2

From declining -region 7.6 2.6 46.5 2.7 2.2 2.0 .5

..J

Average '5.4 2.4 50.5 4.0 f.s 3.0 1.9

Low-income faMily :7 4.5 27.0 3.2 1.1 3.0 4.3

Long-term unemployed 6.6 4.8. 38.7 1.5.. 3.1 3.2 3.6

SOURCE: Special tabulation of the Current Population Survey of March 1980.
For definitions, see text and addendum A.
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Unemployed persons who are entitled to unemployment
insurance benefits often receive substantial replacement of
lost earnings. It has been estimated that in 1980 the
average "wage replacement ratio" in the United States was
about 40 percent of workers' monthly pretax earnings.16
Additionally, in a few industries--motor vehicle manufac-
turing being one noteworthy example--these benefits are
generally supplemented by privately funded Supplemental
Unemployment Benefit (SUB) plans.// Particularly for
workers from States with generous unemployment compensation
payments and from industries with SUB plans, total wage
replacement benefits may offer income fairly closd to 100
percent of their former after-tax earnings;

High Family Income

Other earners in the family--particularly employed
_spouses--represent a second source of income dlternative to
a worker's own lost earnings. Table 11 indicates that in
only 43 percent of the families of dislocated workers is
that worker the sole earner; the remaining 57 percent of
families have one or more additional members of the labor
force present. An additional member of the labor force is
available in only 29.2 percent of the families of workers
from low-income families, however.

Table 12 presents data on total family income for the
unemployed, incorporating both these effects. It shows that
dislocated workers areliclearly better off in income terms,
even while unemployed, than unemployed disadvantaged workers
or the long-term unemployed. For example, 49.5 percent of
workers from loiw-income families !aye incomes among the
lowest income 10 percent of families in the United Stdtes;
the corresponding figure for the long-term unemployed is
43.9 percent. But for dislocated workers it averages only 7
'percent. Conversely, nearly 46 percent of dislocated
worker4,enjuyed_fam11y incomes in the upper half of the
distribun of all U.S. families, while only about 5 per-
cent of the longterm unemployed workers and none of the
disadvantaged workers did so.

16. See Wayne Vroman, State Unemployment Insurance
Replacement Rates In 1980 (Washington, D.C.: The Urban
Institute, 1980).

17. On SUB plans, see Audrey Freedman, Security Bargains
Reconsidered: SUB, Severance Pay, Guaranteed Work (New York:
The Conference Board, 1978). Vroman, op. cit., has estimated
that Unemployment Insurance accounts for 88 percent of wage
replacement among the unemployed; the remaining 12 percent is
accounted for by SUB plans and public assistance programs
(notably food stamps).
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Table 11

Nfimber of Family Members in the Labor Force, for

Different Groupi of"Malnstream" Workers Looking for Work

More Than Eight Weeks, March 1980

Dislocated
Worker
Only

One
Additional

Worker

Two or More
Additiohal
Workers Total

Group (5) (5) (5) (5)

From declining industry 44.2 38.0 17.8 100.0

From declining occupation 42.6 42.5 14.9 100.0

From declining region 42.5 39.2 18.3 100.0

Average 43.1 39.9 17.0 100.0

Low-income family 70.8 24.3 4.9 100.0

Long-term unemployed 43.2 39.3 17.6 100.0

SOURCE: Special tabulation of the Current Population Survey

of March 1960.

For definitions, see text and addendum
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Table 12

Previous-Year's Family* Income, by Percentage Rank of All U.S. Families.
for Different Groups of "Mainstream" Workers Looking for Work More

Than Eight Weeks, March 1980

Group

Lowest
10%
(%)

11%-
20%
(%)

21%-
30%
(%)

31%= 41%-
40% 50%
(%) (%)

51%-
60%
(%)

61%-
70%
(%)

71%- 81%-
80% 90%
(%) (%)

91%-
100*
(%)

Total
(%)

,

From declining industry 3.7 9.9 12.0 11.5 14.3 14.3 8.8 12.4 9.2 4.0 100.0
,

N.)
From declining occupation 6.8 11.8 12.6 11.4 14.9 12.7 7.4 7.5 10.6 4.5 100.0

I-,

ab. From declining region 10.6 10.6 10.8 10.8 11.0 10.5 9.1 9.4 9.7 7.7 100.0

Average 7.0 10.8 11.8 11.2 .13.4 12.5 8.4 9.8 9.8 5.4 100.0

Low-incOme family 49.5 32.6 14.3. 2.5 1.1 .0 .0 .0 .0 .0 100.0

Long-duration ,

unemployed 43.9 25.5. 9.5 12.1 3.5 3.3 1.5 .0 .0 .7 100.0

SOURCE: Special tabulation of the Current Population.Survey of March 1980.

For definitions, see text and addendum A.

*Excludes single persons.
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The combination of wage replacement from Unemployment
Insurance and earnings of others in the household means that
at least some unemployed workers may feel little pressure to

seek immediate reemployment. In the statistical analysis
discussed earlier, we estimated that for-each $10,000 in
family income exclusive of the unemployed worker's own
earnings, that worker's expected duration of unemployment
increased one-third of a week (3 percent of the average
11-week duration) .18- It is therefore of interest to
examine data, presented in table 13, on the job search
efforts expended by different groups of workers unemployed
for more than 8 weeks. The table examines six different
methods of job search, including public and private employ-
ment agenbies, personal contacts, and newspaper ads. Almost
universally, workers from low-income families and workers
experiencing long-duration unemployment reported much higher
levels of job search activity than did dislocated workers.
For example, 63.7 percent of the long-term unemployed
checked directly with employers, and 55.9 percent of the
unemployed from low-income families did so; but only 44.1

percent of dislocated workers had followed suit. These data
suggest that at least some of the medium-duration unemploy-
ment experienced by dislocated workers may be voluntary.1

18. For reviews of the evidence on the work disincentive
effects of unemployment insurance, see Gary Fields, "The Direct
Labor Market Effects of the U.S. Unemployment Insurance Sys-

tem: A Review of Recent Evidence," Industrial Relations
(February 1977), pp.1-14; Alan Gustman, Analyzing the Relation

of Unemployment Insurance to Unemployment (New York: National

Bureau for Economic Research, 1980); Daniel Hamermesh, "En-
titlement Effects, Unemployment Insurance, and Employment
Decisions," Economic Inquiry (July 1979),PP. 313-32; Steve
Marston, "The Effect of Unemployment Insurance on Job Search,"
Brookings Papers on Economic Activity (1975), pP. 13-60; and
Finis Welch, "What Have We Learned From Empirical Studies of
Unemployment Insurance?" Industrial and Labor Relations Review

(July 1977),pp.451-61. The evidence presented in these reviews
generally confirms the disincentive effects estimated in our

analysis.

19. These data are subject also to an alternative in-

terpretation: That dislocated workers face such serious reem-
ployment difficulties that they are discouraged from active job

search. The data presented in tables 1 through 12 seem more
generally consistent with the interpretation in the text than

with this alternative. Furthermore, if discouragement were the

primary explanation, we would expect the long-term unemployed
to display even greater discouragement; but table 13 indicates

that the opposite is true.
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Table 13

Percentage of Workers Using Various Job Search Techniques, for Different
Groups of "Mainstream" Workers Looking for Work More Than Eight Weeks, March 1980

Public Private Contact
Employment Employment .Employers
Agency Agency Directly

Group (%) (%) (%)
Fromdeclining industry 23.6 1.8 43.1

From declining occupation 23.0 1.8 46.7

From declining region 26.0 5.3 42.4

Average 24.2 3.0 44.1

Low-income family 33.9 3.9 55.9

Long-term unemployed 31.2 7.3 63.7

Checked
With
Friends

(!1

5.8

11.0

7.6

9.8

13.3

Placed or, Used
Answered Other ',--

Advertisement Methods
(%)

1%519.7

17.3 4.6

2b.3 b.0

21.1 4.0

2b.0 3.8

64.7 4.8

SOURCE: Special tabulation of the Current Population Survey of March 1980.

For definitions, see text and addendum A.
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Implications For The Use Of Federal Employment
And Training Resources

Should workers dislocated by economic change become a
new, high-priority target group for Federal employment and
training programs? Are their needs sufficiently urgent, and
the potential returns to that investment sufficiently high,
to justify serving their needs at the expense of disadvan-
taged workers who currently are the main focus of such
activity?

The data presented in this paper fail to provide stxong
support for any such action. Among the key findings con-
tributing to this conclusion are the following:

o Defining economic dislocation as we have, the over-
all magnitude of the dislocated worker population is
not strikingly large. This finding holds whether we
look at the number of dislocated workers, that num-
ber as a proportion of the labor force, or that num-
ber as a proportion of the unemployed.

o The category of dislocated worker itself is at best
a weak predictor that an unemployed person will suf-
fer long periods of unemployment, special difficul-
ties becoming reemployed, or extreme economic hard-
ship while unemployed. Alternative targeting cri-
teria such as workers from low-income families or
workers experiencing unemployment of long duration<
identify such persons much more effectively.

o To the extent that dislocated workers do experience
unusually long periods of .unemployment, the causes
of this long duration generally reflect past and
present affluence rather than_past or present dis-

tress. These "disabilities of affluence" include
geographical immobility arising from homeownership;
financial incentives to wait inordinate periods for

possible recalls from layoffs, created by high wages
and generous fringe benefits enjoyed on their previ-
ous jobs; and lack of financial pressure to seek
immediate employment, because of generous coverage
by wage replacement programs and the presence of

other earners in the family.

Although the magnitude of the dislocated worker popu-
lation is not large relative to the entire U.S. labor force,
it is large in relation to the population served in current
Federal adult employment and training programs. For example,
in fiscal year 1979, 1,183,000 persons were served under
titles II(B) and II(C) of the Comprehensive Employment and
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Training Act (CETA), one of the main existing vehicles for
combatting adult structural unemployment.20 The estimates
of the dislocated worker population presented earlier in this
report ranged from 90,000 to 890,000. Thus, these estimates
range from 8 percent to 75 percent of the population served
by CETA parts II(B) and II(C) .21 If such programs, current-
ly reserved primarily for disadvantaged workers, were opened
to dislocated workers, the extent of displacement of resources
from disadvantaged workers might well be substantial.

Such negative conclusions, however, leave unaddressed
three dislocated-worker problems which our empirical data
suggested were possibly serious enough to require a Federal
response:

o Economic dislocation defined in terms of regional
economic decline;

The uniquely massive unemployment problems of the
motor vehicle manufacturing industry; and

The high levels of unemployment in a local area
immediately following a mass layoff.

With respect to the first of these problems, the reemploy-
ment difficulties of workers arise largely from their geographi-
cal immobility in combination with lack of local demand for
workers of any type. Such problems generally are not addressed
effectively by employment and-training initiatives; rather,
they typically require locationally focused economic develop-
ment efforts. Such programs have been undertaken in the past
by such Federal agencies as the Economic Development Admin-
istration and the U.S. Department of Housing and Urban
Development.

20. This figure encompasses classroom training (549,425
individuals), on-the-job training (156,787 individuals), and
work experience (391,243 individuals). Public service employ-
ment is excluded. See Employment and Training Report of the
President (Washington, D.C.: U.S. Government Printing Office,
1980), p. 351.

21. Of course, many of the dislocated workers would
probably not elect to participate in an employMent and training
program, particularly if participation were not required to
receive wage replacement payments such as Unemployment
Insurance.
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As for the second problem, the uniqueness of the
automobile industry situation may suggest an ad hoc

approach. A special initi:tive for this industry alone
could be established eithe by explicit congressional action
or by executive branch actiOn to mobilize various discre-
tionary funds. \

Alternatively, a Federal system could be created to, in
effect, institutionalize ad hoc aid. This system could be
applied first to the automobile industry but then be avail-
able when such large-scale proble s arise in the future and
when they recur in local areas in he wake of mass layoffs.
Such a system might involve intensve employment placement
and retraining efforts for a limite period of time (e.g., 6
months) to supplement ongoing servic s (CETA prime sponsors,
the Employment Service, and others). The Canadian Govern-
ment's Manpower Consultative Service is a model of such a

system in operation and merits .examination for its applica-
bility to the American situation.22 -

Such activities--ad hoc, short-term interventions in
local "crisis" situations and longer term regiohal economic
development initiatives--may be appropriate responses to the
problems of workers dislocated by economic change. Creation

of a major ongoing Federal program of employment and train-
ing targeted on dislocated workers, or substantial retarget-
ing of existing Federal activities toward this group, does
not seem an appropriate response to the nature and magnitude
of the problem described in this paper.

22. The Canadian system is described in Workers' Adjust-
ment to Plant Shutdowns and Mass Layoffs: An Analysis of
Program Experience and Policy Options (Washington, D.C.: ICF,

Inc., forthcoming), especially chapter 4.
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ADDENDUM A

Data Base and Methodology

Empirical analysis throughout this paper is based on data

from the Current Population SurVey (CPS) of March 1980. This

addendum briefly describes this data base and our manipulations

of it.

The CP§ Data Base

The CPS is a monthly survey of a nationally represen-
tative sample of all households in the United States, conducted
by the U.S. Bureau of the Census for the U.S. Department of
Labor's Bureau of Labor Statistics. Some 63,000 households
(including 135,000 persons age 14 and over) are interviewed

each month. We used data from the month of March in this study
because the March survey included a useful set of supplementary
questions concerning sources of income. We used data from 1980
because that was the most recent set of March CPS data
available at the time of the study.

Our interest was in people in the "mainstream" American
labor force during their prime working years. Therefore, from

the CPS data sett we excluded five categories of persons.

o Elderly: All persons age 65 or older

o Youth: All persons age 21 or younger

o Long-term disabled: All persons with a
long-term illness that prevents or limits work

o Long-term homemakers: All persons whose
primary, long-term activity has been family
care and home activities

o Long-term military: All persons engaged in a
long-term military career

The "long-term" status used to exclude the disabled,
homemakers, and *tilitary personnel refers to those cases
in which the condition or activity continued from the
previous year (1979) into the survey year (1980).

Approximately 48 percent of the persons in the March

1980 CPS sample were excluded on the basis of age. Less

than 1 percent of the persons sampled were excluded by

either the disability or long-term homemaker classifica-
tions, and none in the sample was excluded as the result
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of a long-term military career. Half of the persons on
the March 1980 CPS sample were currently employed and
therefore not included in the study. The remaining 2
percent, or 3,809 persons, formed the data set used to
provide estimates of the magnitude of the dislocated
worker problem presented in tables 1, 2, and 3 of this
report. Estimates from this data set were translated
into estimates for the entire U.S. population using the
CPS sampling weights.

Defining a Dislocated Worker

Three alternative definitions are used throughout
this report to operationalize the concept of workers
dislocated by economic change.

o Workers from declining industries: All
industries in which the percentage change in
employment was negative over the previous
2-year-period (1978 to 1980) were classffied as
"declining" industries. The primary source for
industry employment was March establishmerit
data published by the Bureau of Labor Statis-
tics (BLS) in the May issue of Employment and
Earnings. Additional unpublished BLS data were
used for approximately 75 of the 201 industries
classified. A worker's industry affiliation
was assigned based on the industry of the
longest job held during 1979.

o Workers from declining occupations: Occupa-
tions were classified as declining if the
percentage change in employment was negative
over the previous 3-year period (1977 to 1980).
Unpublished occupation employment data for 429
occupations were provided by BLS, based on CPS
surveys. A worker's occupation was assigned
based on the longest job held during 1979.

o Workers from a delining region: A declining
region was defined as one where either the
population change over the 1970..80 period was
negative or the leftrch 1980 unemployment rate
was greater,than 8.5 percent. Ninety-five
regions were created, consisting of 45 standard
metropolttan statistical areas (SMSA's) and
areas of the 50 States outside of 45 SMSA's.
Local unemployment rates were calculated using
labor force and unemployment data published by
the Department of Labor (Newsletter of May
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1981). Unpublished population statistils were

provided by the Bureau of the Census for the

SMSA'sfwhile statistics for the St.te areas

came from the 1980 census. A worker's region

was assigned based on residence as of March

1980.

Population estimates are presented in tables 1, 2, and 3

of this paper for those persons falling into each Of these

categories who had been continuously unemployed more than

8 weeks and also for those who had been continuously

unemployed more than 26 weeks, as of March 1980.
r"

Comparisons of Groups of the Unemployed

The analyses Presented in tables 4 through 13 of this

report involve comparisons of different groups of the

"medium-term" unemployed, slefined as those unemployed in

March 1980 and having been so at least 8 weeks at that

time. Five comparison groups were used.

o The three groups of dislocated workers, defined

above.

o Workers from low-income households: Low-income

households were defined as those households

whose total family income from all sources in

the,year 1979 was less than 1.5 times the

Census Bureau's poverty threshold for a family-

of that size and location.

o Workers experiencing long-duration unemploy-

ment: This group consisted of all workers
unemployed in March 1980 who had been con-

tinuously unemployed more than 26 weeks.
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ADDENDUM

Regression Analysis Of The
Duration Of Unemployment

This paper presented estimates of the effects of
various factors on .the duration of unemployment
experienced by "mainstream" workers .unemployed as of

March 1980. These estimates ure based on ordinary-
least-squares regression, with the dependent variable
being duration of unemployment (meadured in weeks) and

the following independent variables.

Regression

Variable Coefficient Statistic

Intercept .15

Declining industry (1=yes) -.50

Declining occupation (1=yes) .52

Region with unemployment >8.5% (1=yei) 2.11

Region with Opulation lois 1970-80 (1=ges) 1.53

Age (in years) .08

Education (in years) .07

Race (1=white) -1.07

Hispanic (1=Hispanic) -.55

Sex (1=male) .46

Number of nonearners in family .59

SMSA (1=yes)-.20 .41

Homeowner (1=yes) 1.02

Pension plan on last year's job (1=yes) .57

Health plan on lasZ: year's job (1=yes) .68

Special reason cannot take job (1=yes) 3.14

Family income last year excluding
worker's earnings (in $1,000's) .03

. 90
1.03*
4.03*
2.30*
3.76*
.77

1.73*
.69
.97
. 42

2.05*
.69

1.03*
3.76*

1.32*

For this regression, R2=.02, and F=4.72. The data base is

2,664 workers unemployed in March 1980 for whom complete data

were available.

Earlier in this paper, those variables with t > 1.0

(indicated above by an asterisk) were reported to have the

duration effect indicated by.their regression coefficients;

those variables with t < 1.0 were reported to have zero effect

on the duration of unemployment.
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It is important to note that the dependent variable for
this regression is the duration of unemployment (as of March
1980) reported by workers who are still unemployed as of
that date; it is not the duration of a completed spell of
unemployment. The latter would more closely correspond to
an ideal measure of reemployment difficulties, but it- is not
available in the CPS data set. .The total weeks of unemploy-
ment which these workers will experience by the end of their
spells of unemployment will, of course, exceed the total re-
ported as of March 1980 (which averaged 11 weeks). To the
extent that the number is larger, the effects represented by
these regression coefficients would also be larger.

A
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MAJOR COMMISSION ACTIVITIES
DURING 1981

Since our last Annual Report, the Commission has focused

on the following areas: The problems of disadvantaged women
in the labor market%, the Federal role in vocational educa-
tion, the future direction of Federal employment and training
policies, the relation between the economy and the national
employment and training system, and labor market problems of
Hispanics. This report of the National Commission for Employ-
ment Policy marks a change in reporting periods. During 1980
the Commission decided that a'reporting period based on a
fiscal year would better meet congressional and administra-
tive needs for information and policy advice. Thus, this
report reflects only 9 months of Commission activity--January
1 to October 1, 1981.

This section briefly describes the activities in each of
these areas and lays out the agenda for 1982. Appendix A to
this part describes staff and member changes as well as advi-

sory panels. The National Commission for Employment Policy

and the National Advisory Council on Vocational Education are
each mandated by legislation to comment on the other's

reports. These can be found in appendix B. A listing of the
Commission reports and books can be found on the,inner back

pages of this report.

Disadvantaged Women

Early in 1981, the Commission .issued Increasing the
Earnings of Disadvantaged Women. This report contains its
recommendations and staff analysis on the role of education
and employment and training programs in helping women to
prepare for better paying occupations. Two other reports
came out of this work; both are the result of research
presented at conferences. The first, Education, Sex Equity
and Occupational Segregation, considers the role of voca-
tional education in preparing girls for work. The other, The
Experience of Women in Federally Sponsored Employment and
Training Programs, discusses how well women are served by

theSe programs.

Vocational Education

During 1981, the staff made a major effort to examine and

evaluate the contribution of vocational education to the
employment and training needs of the disadvantaged. This

analysis brought into sharper focus work begun in1979 on
vocational education and compensatory education in the
Commission's Fifth Annual Report, Expanding Employment
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Opportunities for Disadvantaged Youth, and research in
1980-81 on the contribution of vocational education to
women's labor market problems in Increasing the Earnings of
Disadvantaged Women.

A conference was held in May to provide a forum both for
the discussii6n of Commission-funded research and for the
examination of research for policy implications. Dr. Charles
Benson, head of a major National Institute for Education
sponsored study on vocational education, spoke at a Com-
mission dinner seminar. This seminar was another in a series
supported by a grant from the Rockefeller Foundation.

The staff's analysis of research and the Commission
members' consideration of the ability of vocational education
to improve the job prospects of youth appear in The Federal
Role in Vocational Education, the Commission's twelfth policy
report. The volume contains recommendations discussed at the
May 29 Commission meeting and approved at the September 11
meeting. This report was sent to the President and Congress
in September and dissemination to administration and congres-
sional staff as well as to persons in the vocational educa-
tion community is continuing. The research funded by the
Commission will appear later in the fall.

Employment and Training

A third major effort during 1981 has centered on issues
in employment and training policy. This work plan was
described in chapter 1, above, and this section will merely
mention the activities surrounding it. A conference was held
on September 10 to consider the contribution of the funded
and staff research on the questions of what is the Federal
interest in employment and training and who is in trouble in
the labor market. The evening of September 10, Governor
Pierre du Pont (Delaware) spoke at a Rockefeller Foundation
funded dinner seminar on the role of States and localities in
providing employment and training. This conference, dinner
seminar, staff briefing papers, and preliminary discdssion at
the Commission'S May 29 and September 11 meetings form the
basis for the statement found in part A of this volume on the
Federal interest in employment and training.

Over the next few months, numerous Commission activities
will culminate in a December conference on the design and
financing of employment and training services. The Commis-
sion will examine the research and results of this conference
and issue recommendations. The staff continues to analyze
the results from sponsored and other studies and has been
integrating them into staff papers and research volumes.
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The Problems of Hispanics in the Labor Market

Other staff analyses currently under way consider the
labor market difficulties of Hispanics. The central question
of this project is how to reduce unemployment and improve the
earnings of the Hispanic population. This research will
extend into 1982 and will include a research conference, a
conference to explore how this research applies to policy, a
Rockefeller Foundation funded dinner seminar, and the publi-
cation of research findings and recommendations by the
Commission. A valuable advisory panel was established late

in 1980. The panel is chaired by Commission Member Pedro
Garza and a listing of its members can be found in appendix A
of this part.

The Relation Between the Economy and the Employment
and Training System

Another subject of continuing interest to the Commission
and its staff is the influence on employment:of the economy
and policies affecting it. During 1981, several studies

were comfteted and have been circulated as technical reports
and used in the preparation of chapter 2. Further research
on this topic is underway.

Agenda for 1982

During 1982, the Commission will continue its emphasis

on issues in employment and training and the various facets

of this system. In January the Commission will issue recom-
mendations and research emanating from the December conference
and meeting on design and financing of the employment and

training system. Budget constraints,as well as the need for

reconsideration of various employment and training legisla-
tion,provide an opportunity for the Commission to continue
its examination of the role of Federal, State, and local
governments, the private sector, and community-based
organizations within this loosely organized system.

The second of three major areas is employment and
training policy and older Americans. The project will
develop an analysis of older people's labor market problems
as well as current and potential Federal programs designed
to improve their economic welfare. A conference presenting
the research and drawing policy implications will be held

in early September, with the Commission meeting later in

the month to issue recommendations.
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The third major area, the problems of Hispanics in the
labor market, was described earlier in this section. The
research will evaluate the nature, dimensions, and sources of
problems confronting Hispanics in the labor market and dis-
cuss the effectiveness of Federal programs in ameliorating
these problems. As noted, this project will include con-
ferences in February and March, publication of research, and
Commission recommendations.
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APPENDIX A

COMMISSION STAFF, MEMBERS, AND ADVISORY PANELS, 1981

Since the December 1980 Annual Report, the staff has been
working in teams to produce the variety of research and con-
ferences mentioned in this section. New additions to the

staff include: Ronald S. Warren, Jr., an economist on leave

from the University of Virginia, who will be doing research
on monetary and fiscal policy and Virgulino L. Duarte, on
leave from SER-Jobs for Progress, who is participating in the
project on Hispanic labor market issues.

The staff was supplemented by three visitors from
academia who left during the past 9 months. They included:
Stephen Goldfeld, an economist from Princeton University, who
worked on monetary and fiscal policy issueru W. Kip Viscusi,

an economist from Northwestern University, who is now at Duke

University, and who worked on employment and training issues;
and Wendy C. Wolf, a sociologist from the University of
Arizona, who worked on disadvAntaged women and Hispanic

issues.

During 1981 the staff included:

Daniel H. Saks, Director (On leave from Michigan
State University)

Ralph E. Smith, Deputy Director

Research and Policy Analysts:

Robert G. Ainsworth
Stephen E. Baldwin
Howard S. Bloom (visiting from Harvard University)
Patricia D. Brenner
Stephen G. Cecchetti
Everett Crawford
Virgulino L. Duarte (visiting from SER-Jobs for

Progress)
Stephen Goldfeld (visiting from Princeton University)
Patricia W. Hogue
Janet W. Johnston
Carol L. Jusenius
Steven H. Sandell
W. Kip Viscusi (visiting from Northwestern

University)
Ronald S. Warren, Jr. (visiting from the University

of Virginia)
Wendy C. Wolf (visiting from the University of

Arizona)
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Administrative Staff:

Sara B. Toye, Assistant Director for Administration
Robert R. Behlow, Librarian
Barbara Z. MacNeill, Administrative Officer
Laura von Behren, Publications and Conference

Coordinator
Velada G. Waller, Secretary to the Director

Secretaries:

Deborah G. Hackett
Madeline Hachey
Norletta Jones
Sierra L.J. Lawrence
Karen Wilson

Research Assistants and Interns:

Barry E. Adler
William T. Avila
Phyllis A. Demers
Alyson Hennelly
Laurie McKinnon
Robert Schmid

Commission Membership

The 1978 Amendments to the Comprehensive Employment and
Training Act provided that the Commission's public membership
be established on a 3-year rotation. During 1981, three
members' terms expired: George Jenkins, Attorney-at-law; Sam
Lena, Vice Chairman of the Pima County (Arizona) Board of
Supervisors; and Austin P. Sullivan, Jr., Vice President of
General Mills and Chairman of the Minnesota Governor's
Council on Employment and Training.

The Community Services Administration, originally a
member mandated by the CETA legislation establishing the
Commission, was terminated at the end of fiscal year 1981.
The remaining five agencies are: Department of Education,
Health and Human Services, and Labor; the Veterans
Administration; and the Equal Employment Opportunity
Commission.

Commission Advisory Panels

As mentioned above, the Commission has created two panels
to advise the staff and members on research. The first has
been active in the area of the reltion between the economy
and the employment and training system. The second, focused



on the project on problems of Hispanics in the labor market
and under the guidance of Member Pedro Garza has met during
the last 9 months and continues to help the staff.

The Commission is pleased to note that Dr. James Tobin of
Yale University, a member of our panel on macroeconomic
policy, has been awarded the Nobel Memorial Prize in Economic
Science for 1981. The Nobel committee recognized his work in
inspiring "substantial research during the 1970's on the
effect of monetary policy, the implications of government
budget deficits and stabilization policy in general."

Members of the Panel
on Macroeconomic Policy

Robert Solow, Chairman
Institute Professor of Economics
Massachusetts Institute of Technology

Moses Abramovitz
Coe Professor of American Economic History Emeritus
Stanford University

Orley Ashenfelter
Department of Economics
Princeton University

Stephen Goldfeld
Department of Economics
Princeton University

Frank S. Levy
Income Security and Pension Policy Program
The Urban Institute

Glenn Loury
Department of Economics
University of Michigan

Alicia H. Munnell
Assistant Vice President and Economist
Federal Reserve Bank of Boston

Isabel V. Sawhill
Employment and Labor Program
The Urban'Institute
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James Tobin
Sterling Professor of Economics
Yale University

Eli Ginzberg
Chairman
National Commission for Employment Policy

Members of the Hispanic Advisory Panel

Pedro Garza, Chairman
National Director
SER-Jobs for Progress

Roy Escarcega
The East Los Angeles Community Union

Raul Moncarz
Economics Department
Florida International University

Cordelia Reimers
Industrial Relations Section
Princeton University

Fred Romero
Employment and Training
Administration

U.S. Department of Labor

Marta Tienda
Department of Rural Sociology
University of Wisconsin - Madison



APPENDIX B

COMMENTS OF THE NATIONAL COMMISSION

FOR EMPLOYMENT POLICY ON THE REPORTS OF THE

NATIONAL ADVISORY COUNCIL ON VOCATIONAL EDUCATION

The National Commission for EmPloyment Policy is required

to comment annually on the reportg of the National Advisory

Council on Vocational Education under provisions of the

Comprehensive Employment and Training Act Amendments of 1978

(P.L. 95-524, title V).

The Council has issued three reports since the Commission

published its last annual report. They are: Increasing Sex

Equity, December 1980; Overview: 1979 Reports of the State

Advisory Councils on Vocational Education, January 1981; and

yocational Education in Correctional Institutions, March 1981.

Increasing Sex Equity

Shortly after the Commission published its report,

Improving the Earnings of Disadvantaged Women, the.National

Advisory _Council on Vocational Education (NACVE) and the

National Advisory Council on Women's Education Programs

(NACWEP) published a report entitled Increasing Sex Equity,

prepared for them by the Institute for Women's Concerns. This

report includes an analysis of national and State data on

vocational education, a summary of research findings concerning

sex equity in vocational education, and a summary of two sets

of hearings on sex equity sponsored by NACVE and NACWEP. In

June 1981, the Council published a short supplementary paper,

"Resource Linkages for Sex Equity."

The work of the Council nicely complements and reinforces

that of the Commission concerning the trlatment of women in

vocational education. Both reports docu ent that vocational

education may contribute to arbitrary differences in economic

roles by enrolling boys and girls in different activities,

although there are some signs of change. Most women are

enrolled in stereotypically female programs: consumer and

homemaking, office, and health programs. Men predominate in

agriculture, technical, and trades and industry programs.

The Commission believes that vocational education can be

used to help prepare disadvantaged women for better jobs and

that the emphasis in the Vocational Education Act on sex equity

should'be maintained. At the same time, we recognize that the

labor market problems confronting millions of white, black, and

Hispanic women cannot be overcome without the concerted efforts

of government, the educational authorities, employers, and the

support of the public at large.
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Vocational Education in Correctional Institutions

The Council has recently released Vocational Education in

Correctional Institutions. This report is based on four
national hearings conducted by the Council in cooperation with
the National Institute of Education. The hearings were held
between November 8, 1979, and April 30, 1980, in Columbus,
Ohio; Atlanta, Georgia; Huntsville, Texas; and San Francisco,
California. A total of 106 witnesses, representing a broad
spectrum of persons affected by vocational programs in jails-
and prisons, presented testimony. The witnesses were directed
especially to address the Federal role regarding vocational
education in correctional institutions and legal, attitudinal,
and procedural barriers to the provision of vocational
education to incarcerated persons. The witnesses also
suggested solutions to perceived problems and made recommenda-
tions about Federal policy in this area.

As a result of its study, the Council concluded that

vocational education in correctional institutions is inadequate
to prepare ex-offenders to return to the competitive labor
market. The Council further concluded that "a concerted effort
to improve the effectiveness and efficiency of correctional
vocational education must be initiated" (p. 5).

The Commission supports the Council's concern with the

quality of vocational education in correctional institutions.
We believe that concern with quality and program improvement in
vocational education, including that provided to persons in
jails and prisons, should be emphasized as Congress considers
reauthorization of the Vocational Education Act.

SACVE Reports

Each of the State Advisory CouncAls on Vocational Education
(SACVE's) is required to submit a copy oft its annual evaluation
report to the Department of Education and to the National
Council. The National Council compiles annually an analysis
and summary of these reports--the overview -reports. They are
meant to provide data of use to policymakers and to disseminate
information about the condition of vocational education to
other SACVE's and the public. The 1979 Overview Report
continues to provide a wealth of information about the concerns
of the SACVE's in 57 States, Territories, and the District of
Columbia.



COMMENTS OF THE NATIONAL ADVISORY COUNCIL ON VOCATIONAL
EDUCATION ON THE REPORTS OF THE NATIONAL COMMISSION FOR

EMPLOYMENT POLICY

The National Advisory Council on Vocational Education
(NACVE) is required to comment annually on the reperts of
the National Commission for Employment Policy, under pro-
visions of the Education Amendments of 1976 (P.L. 94-482,
title II).

The Commission's Sixth Annual Report (December 1980)
focuses on how coordination between economic devel9pment
programs and employment and training program: could be
improved to expand employment opportunities fo: the struc-
turally unemployed. The Report points.out that there are
npw five major Federal development programs. The Commission
believes that these programs should be used to improve the
employment prospects of those who lack skills, face dis-
crimination, or otherwise confront special barriers to iobs.
It notes that, in the first Federal economic development
program, the Area Redevelopment Act of 1961, job creation
efforts were directly linked with training activities.

The Council agrees that the accomplishment of this go31
will require continuing emphasis on kntegrating programs
that train the disadvantaged with development programs that
stimulate job creation in the areas where the disadvantaged
live. The Council would emphasize that vocational education
throughout the Nation encompasses enormous resources and
facilities which have the potential for significant impact
in such collaborative ventures with economic development
programs and the private sector.

The Council believes that the Private Sector Initiative
Program (title VII) should put greater emphasis on developing
and implementing stratPgies for collaborative action. Pro-
viding leadership for more effective coordination between
the private sector, education, employment and training pro-
grams, and other community resources is a part of the man-
date of the Private Industry Councils, which should receive
a higher priority than they have to date in most communities.

State and local advisory councils on vocational
education, which are lay groups made up of representatives
of business, labor, and other community interests, should be
utilized in planning and gaining acceptance for such collabo-
rative approaches.
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At the national level, the Commission recommends
improved coordination between agencies, and greater involve-
ment of the private sector to insure that training is rele-
vant. It also calls for changes in planning and funding, to
bring various prc...7rams under the same cycle. The Council
agrees that these are useful and desirable steps, and would
further recommend that greater attention be given to program
leadership, technical assistance, and innovative new approaches
to bring about tt)le desired collaboration of these programs
at all levels.

The Council's Policy Statement, "Reauthorization of the
Vocational Education Act," (October 1981) urges that the
Federal role in vocational education be more clearly defined
to focus on the needs of depressed urban and rural areas,
program improvement in order that vocational education will
be equipped to play a more effective role in such collabo-
rative efforts, and access to the programs by all persons
who need training. It emphasizes the need for cooperative
ventures between education, the private sector, and other
programs, of the kind recommended by the Commission.

In its report on Increasing the Earnings of Disadvantaged
Women, the Commission makes 20 recommendations on how the
Federal Government can strengthen its vocational education
and employment and training programs to assist millions of
white, black, and Hispanic women to improve their prepara-
tion for the labor market and their prospects for better
jobs and higher incomes.

Without commenting on each individual recommendation,
the Council would note that the findings of the Commission
are consistant with those of the Council in its report of
December 1980, Increasing Sex Equity, the Impact of the 1976
Vocational Education Amendments on Sex Equity in Vocational
Education. This report, a joint effort with the National
Advisory Council on Women's Educational Programs, was based
cn studies and hearings conducted by the two Councils. This
report illustrates the contention of the Commission that,
while modest progress has occurred in eliminating sex stereo-
typing, there is still a long way to go.

Included in the NACVE report are the following findings
and observations which would support theikhrust of the Com-
mission report:
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-- There must be considerably more emphasis at all
levels on activities designed to overcome inequities
in addition to the monitoring and reviewing designed
to discover such inequities.

Successful sex equity programs established a liaison
with potential employers, provided participants
with support services and orientation to the.pro-
gram, instituted comprehensive evaluation, and
employed competent and dedicated staff. More iden-
tification and dissemination of such programs is
needed.

There have been significantly greater increases in
adult women's enrollment in nontraditional programs
through postsecondary and adult education-than in
high school women's enrollment in nontraditional
programs.

Most of the selected State plans contained general
statements indicating good intentions' without defin-
ing specific methods for carrying out these intent'ons.

Most States reported that they were monitoring yd
reviewing for sex equity, but there was little
information regarding what happened once plans,
proposals, and activities were reviewed.

In most cases the State plan responded to the require-
ments of the Federal regulations; however, in only
a few deses did the State attemptto:go further and
define" its problems or offer a system or method for
eliminating sex bias at the local level.

Many SACVE's or participants at public hearings on
State plans recommended that the State should be
funding programs to deal with sex equity issues.
Nevertheless, only a few States allocated additional
funds for programs, and many States that allocated
funds did not expend them.

Women made greater enrollment gains in mixed program's
than in nontraditional programs. The number of
women in mixed programs increased by 756,500 (up 5

percent) while the number of nontraditional programs
increased by 312,300 (up 4 percent).
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-- Increases in women's enrollment in nontraditional
lprograms were greater in technical and in agri-
cultural programs than in trade and industrial
programs.

Percent increases in women's enrollment in nontra-
diticdnal trade and industrial programs occurred In
courses without a strong sex role image, such as
drafting, law enfolcement, and gflphic arts, rather
than in courses with a strong male role image such
as construction,'police 3cience, and machineshop.

- Greatest increases in enrollment of women in non-
traditional programs occurred in State where
planning and mdnitoring sgstems were egtablished to
meet equiy goals, where funds were coMmitted to
establish equity progFams, and Where efforts were
made to utilize the eAtire State staff'to address
sex equity issaes.

- Negative attitudes about nontraditional training
choices and expansion of male/female roles are
still prevalent im State agencies, school districts,
and communities, and constitute a major barrier to
equit.

-- More focus-is needed on preservice and inservice
training of vocational,education staff, especially
to get more women into administrative positions,
and men and women.into nontraditional teaching
positions.

a

-- Minority women need supportive services, programs
that address their cultural-differences', 1.1c1 out-

reach efforts to change the negative image of
vocational education in their communities. r

More sex-fair textbooks and materials infUsed in)
the curricula are needed to expand students' views
of their potential career optiong and expose them
to women and men in nontraditional jobs.

-- Broad legislatiVe coordination with other youth,
education, and employment programs are needed in
order to achieve sex equit; in vocational education.
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In its Policy Statement, "The Reauthorization of the
Vocational Education Act," the National Advisory Council
contends that eliminating occupational sex stereotyping is
an important and legitimate Federal'role, and urges incen-
tives and innovative approaches to accomplish the goal. It
states: "With the likelihood of worker shortages in the
future, it is in the National interest to make a conceTted
effort to break down the artificial barriers which delineate
the sex role designations of many occupational classifica-
tions. Sex equity and the elimination of sex role stereo-
typing should receive continued emphasis."

The cross-representation between tne Commission and the
National Advisory Council has proved to be increasingly
useful and effective over the past year, and the Council
anticipates an even closer working relationship as we move
into the active period of reauthorization of both the Voca-
tional Education Act and employment and training legislation.
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Special Reports of the National Commission for Employment Policy

Avcredings of a Corference on PUblic Service
Employment, Special Report No. 1, May 1975
(NTIS Acceuion No.: PB 291135)*

Manpower Program Coordination, Special
Report No. 2, October 1975
(NTIS Accession No.: PB 291217)*

Recent European Manpower Policy Initiatives,
Special Report No. 3, November 1975
(NTIS Accession No.: PB 291242)*

Proceedings of a Conference on the Role of the
Business Sector in Manpower Policy, Special
Report No. 4, November 1975
(NTIS Accession No.: P8291281)*

Proceedings of a Conference on Employment
Problems of Low Income Groups, Special
Report No.5, February 1976
(NTIS Accession No.: PB 291212)*

Proceedings of a Conference on Labor's Views
on Manpower Policy, Special Report No. 6,
February 1976
(NTIS Accession No.: PB 291213)*

Current issues in the Relationship Between
Manpower Policy and Research, Special
Report No. 7, March 1976
(NTIS Accession No.: PB 291295)*

The Quest for a National Manpower Policy
Framework, Special Report No. 8, April 1976
(NTIS Accession No.: PB 291275)*

The Economic Position of Black Americans:
197(c, Special Report No. 9, July 1976
(NTIS Accession No.: PB 291282)*

Reexamining European Manpower Policies,
Special Repprt No. 10, August 1976
NTIS Accession No,: PB 291216)*

Employment Impacts of Health Policy
Developments, Special Report No. 11, October
1976 (NTIS Accepion No.: HRP 0019007)*

Demographic Trends and Full Employment,
Special Report No. 12, December 1976
(NTIS Accession No.: PB 291214)*

Directions for a National Manpower Policy:
A Report on the Proceedings of Three Regional
Conferences. Special Report No. 13, December
1976 (NTIS Accession No.: PB 291194)*

*Reports listed above are available from the
National Technical Information Service (NT1S)
at 5285 Port Royal Road,
Springfield, Virginia 22151.
Please use accession numbers when ordering.

Reports listed above are available from the
National Commission for EMployment Policy
at 1522 K Street, NW, Suite 300
Washington, D.C. 20005

Directions for a National Manpower Policy:
A Collection of Policy Papers Prepared for
Three Regional Conferences, Special Report
No. 14, December 1976
(NTIS Accession No.: PB 291274)*

Adjusting Hours to Increase Jobs: An Analysis
yf the Options, Special Report No. 15,
September 1977
(NTIS Accession No.: PB 296954)*

Community Based Organizations in Manpower
Program and Policy: A Conference Report,
Special Report No. 16, October 1977
(NTIS Accession No.: PB 296728)*

77ie Need to Disaggregate the Full Employment
Goal, Special Report No. 17, January 1978
(NTIS Accession No.: PS 296728)*

The Meets of Increases inimports on
Domestic Employment: A Clarification of
Concepts, Special Report No. 18, January 1978
(NTIS Accession No.: PB 296826)*

The Transformation of the Urban Economic'
Base, Special Report No. 19, February 1978
(NTIS Accession No.: PB 296833)*

Manpower and Immigration Policies in the
United States, Special Report No. 20, February
1978 (NTIS Accession No.: PB 294216)*

Dual Aspect Jobs, Special Report No. 21,,
March 1978
(NTIS Accession No.: PB 296779)*

Labor Market Intermediaries, Special Report
No. 22, March 1978
(NTIS Accession No.: PB 290656)*

CETA: An Analysis of the Issues, Special
Report No. 23, May 1978
(NTIS Accession No.: PB 296641)*

Discouraged Workers, Potential Workers, and
National Employment Policy, Special Report
No. 24, June 1978
(NTIS Accession No.: PB 296827)*

Labor's Views on Employment Policies:
A Conference Summary, Special Report
No. 25, June 1978
(NTIS Accession No.: PB 296748)*

Women's Changing Roles at Home and on the
Job, Special Report No. 26, September 1478
(NTIS Accesion No.: PB 294987)*

2 6

European Labor Market Policies, Special
Report No..27, September 1978*

Work Throe and Employment, Special Report
No. 28, October 1978*

Increasing Job Opportunities in the Private
Sector, Special Report No. 29, November 197P

nade and Employment, Special Report
No. 30, November 1978*

The BUsiness Sector Role in Employment
Policy, Special Report No. 31, November I97s*

Monitoring the Public Service Employment
Program: The Second Round, gpecial Report
No. 32, Marc11,1979*-

-77;;Citili;ation of Older Workers, Special
Report No. 33, March 1979*

Temporary Admission of Foreign Workers:
Dimensions and Policies, Special Report
No. 34, March 1979*

Tell Me About Your School, Special Report
No. 35, September 1979*

National Commission for Manpower Policy,
The First Five Years: 1974-1979, Special
Report No. 36, March 1980

Fifth Annual Report to the President and the
Congress of the National Commission for
Employment Policy, Expanding Employment
Opportunities for Disadvantaged Youth:
Sponsored Research, Special Report No. 37,
December 1979

Education, Sex Equity and Occupational
Stereotyping: Conference Report, Special
Report No. 38, October 1980



Interim and Annual Reports of the National Commission for Employment Policy

An Interim Report to the Congress of the
National Commission for Manpower
Policy: The Challenge
Unemployment, Report No. I. February
1975. ( NT1S Accession No.: PB 291136)*

An Interim Report to the Congress of the
National Commission for Manpower
Policy: PublU Service Employment and
Other Revonses to Continuing
Unemployment. Report No. 2. June 1975.
( NT1S Accession NO.: PB 291280)*

First Annual Report to the President and
the Congress of the National Commission
for Manpower Policy: Ti 'ward A National
Manpower Policy Report No, 3, October
1975, ( NTIS Accession No.: PB 2912431*

An Intenm Report to the President and the
Congress of the National Commission for
Manpower Policy: Addressing Continuing
High Levels of Unemployment. Report
No 4, Apnl 1976. ( NT1S Accession No.:
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