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TARGETED JOBS TAX CREDIT ( Yo

FRIDAY, MARCH 2, 1983

U.S. SenaTE, SuscommrtTer oN Economic GrowTii, Em-
PLOYMENT, AND RFVI:.NUF SHARING OF THE COMMITTEE
oN FiNANCE, . _
. "Washington, DC.
The subcommittee met, pursuant to notice, at 2:30 p.m. in room
SD-215, Dirksen Office Building, the-Honorable Johnn Heinz (char-
man) presiding.
Present: Senators Dole and Heinz.
Also present: Senator James Sasser.
[The press release announcing the hearing, a description of tar-
geted jobs tax credit and S. 2185 by the Joint Committee on Tax--
ation and u statement of Senator Bentsen follow:]

. ¢ [Pruss release)
- . o d ,\
7 FINANCE SUBCOMMITTEE ON EECONOMIC GROWTH) PLOYMENT, AND REVENUE
» SuariNG Sers HeaminG oN Tanceren Jopd Tax Cremy

Senator John IHeinz (., Pa), Chairhan of the Subcommittec on Economic *

Growth, Emploxment, and Revenue Sharing announced today that the Subcommit-
tec will hold a hearing on March 2, 1984, to review the Targeted Jobs Tax Credit

- and proposals to extend the credit. )
L The hearing will be held on Friday, March 2, in Room SD-215 of the Dilksen
Senate Office Building, and will begin at 2 p.n.

The hearing will focus on the Targeted Jobs Tax Credit and on S. 2185, legislation
introduced by Senator Heinz to extend the credit~which under current law’ expires
at the end of 1984, for another 5 years. “The Targeted Jobs Tax Credil was original- s
ly enacted in 1978 to focus tax-incentives for employment on specific target groups '
that are found to experience high unemployment rates. The credit was renewed by
Congress in both 1981 and 1982 because we believe the program has'a great poten-
tial and needs aifull opportunity to work,” Senator Heinz said. “But it may be time
to make a commitment to keop,\yg the program on the books for a more gxtended -
period, to give employers and employment ngencies greater certainty about the
avajlability ol the jobs cnedlt as they seek to broaden employment opportunities for
our citizens.”

Senator Heinz noted Lhat the Reagan Administration has proposed a l-year e‘(ten-
sion of the Targeted Jobs Tax Credit in its budget for fiscal year 1985.

. \
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DESCRIPTION OF HE TARGETED

. JOBS TAX CREDIT\AND 8..2185

(“JOB PPPORTUNITY ACT OF 1983")
SCHEDULED FOR A HEAR;NG

msgm THE ‘
SUBCOMMITTEE ON ECONOMI¢ GROWTH.,
'EMPLOYMENT, AND REVENUE SHARING

h OF THE

COMMITTEE ON FINANCE
JON MARCH 2, 1984

/i

PREPARED BY THE STAFF

-
~

OF THE~
v

- JOINT COMMITTEE:ON TAXATION
- : (;.‘ _ |
S &/ NTRODUYCTION < | *
. \The Subcorpmittee on Economic Growth, Employment, and Reve-

‘nue Sharing of the Senate Committee bn Finance has scheduvled a
‘public hearing on March 2, 1984, to review the targeted jobs tax

credit and to consider:S. 2185, the Job ngortunity Act of 1983 (in-
troduced by Senators”Heinz, Grassley, Symms, Moynihan, Boren,

" Durenberger, Baucus, Wallop, Pryor, Long, Matsunaga, and

gthers). The bill would extend the targeted jobs credit for. five
years, that is, for individuals who begin work for the employer
from January 1, 1985, through December 31, 1989. : )
__The first part of the pamphlet is a-summary. The second part"
discusses the legislatiye history of the targeted jobs credit and the
present targeted jobs credit rules. Part three describes S. 2185 and
the Administration’s proposal fors a one-year extension of the
credit, and presents their estimated revenue effects. Finally, an Ap-
pendix presents Department of Labor data on targeted jobs credit
participation for fiscal year 1988.
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. SUMMARY .
‘Prcsont law ’ !

The targeted jobs tax credit was enacted in the Revenue Act of
1978 to replace the expiring credit for increased employment (the
“new jobs credit”). As originally enacted, the targeted jobs credit
was' available for wages paid before 1982. The availability of the
credit was successively extended by the Economic Recovery Tax
Act of 1981 (ERTA) and the Tax Equity and Fiscal Responsibility
Act of 1982 (TEFRA) so thatfit may now be claimed by an employer
for qualified wages paid féx*}aervices performed in 1985 fmd' 1986 to
individuals who begin work for the employer before 1985, * .

The targeted jobs tax crédit is available on an elective basis for
hiring individuals from one or more of nine targeted groupg. The
targetgd groups are (1) vécational rehabilitation referrals; (2) eco-
nomicglly disadvantaged youths; (3) economically disadvantaged
Vietndm-era veterans; (4) SSI recipients; (5) general assistance re-
cipients; (6) economically disadvantaged cooperative education stu-
dents; (7) economically disadvantaged former convicts; (8) AFDC re-
cipients and WIN registrants; and (9) economically disadvantaged
summer youth employees.

The credit generally is equal to 50 percent of the first $6,000 of
qualified first-year wages zmg 25 percent of the first $6,000 of quali-
fied second-yéar wages paid to » member of a targeted group. Thus,
the maximum credit is $3,000 per individual in the first year of em-
ployment and $1,500 per individual in the second year of employ-
ment. With respect to economically disadvantaged summer youth
employees, however, the credit is equal to 85 percent of up to
$3,000 of wages, for a maximum- credit of $2,550. The-employer’s
deduction for wages must be reduced by the_amount of the credit.

The credit may not exceed 90 percent of the employer’s tax lia-
% bility after being reduced by certain other nonrefundable credits.
Excess credils may be carried back three years and carried forward
15 years., C

S. 2185 and Administration proposal o

S. 2185 would extend the targeted jobs credit for five years.
Under the bill, the credit would be available for qualified wages
paid to individuals who 1b\cgin work for the employer before 1990.

The Administration has proposed a one-year extension of the
credit, for qualified wagés paid to individuals who begin work for
the enpleyer before 1986, L
) . : 3

Il
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IL. BACKGROUND AND PRESENT LAW ~-- -

4

Legislative Background

The targeted jobs tax credit is intended to provide a tax incentive
for hiring specific, targeted groups of individuals. It was enacted in
Revenue Act of 1978 .as a substitute for the expiring credit for
ﬁeased employment (the “new jobs credit’’). The new jobs credit
s available in 1977 and 1978. >~
As initially enacted, the targeted jobs credit wi}s intended to be
available for qualified wages paid before 1982.* The Economic Re-

covery Tax Act of 1981 (ERTA) extended the availability of the tar-

geted jobs tredit to qualified wages paid to individuals beginhing
work for the employer before 1984. Under ERTA, the employer
could claim the credit for qualified wages paid to such individuals
for services rendered in 1983 and 1984. The Tax Equity and Fiscal
Responsibility Act of 1982 (TEFRA) extended the availability of the
crédit to qualified wages attributable to services performed in 1985
and 1986, paid to individuals who begin work for the ta%payer
before 1985. .

ERTA and TEFRA also altered the targeted group definitions
and made several administrative changes in the’credit provisions.

Present Law Targeted Job Credit Rules- P

r'\
Gen\e:cql rules

The targeted jobs tax credit is available on an elective basis for
hiring individuals from one.or more of nine targeted groups. The
credit generally is equal to 50 percent of qualified first-year wages
and 25 percenh of qualified second year wages. Qualified first-year
wages consist of wages attyibutagle to service rendered by a
member of a targeted group during the one-year period beginning
with the day the individual first begins work for the employer. For
a vocational rehabilitation referral, however, the period Begins the
day the individual begins work for the employer on or after the be-
ginning of the individual’s vocational rehabilitationyplan. Qualified
second-year wages consist of wages attributable to dervice rendered
during the one-year period which begins at the close of the first
year described just above. Thus, the date on which the wages are
paid do€s not determine whether the wages are first-year or

second-year wages; rather, the wages must be attributed to the .

period during which the work was performed.

No more than $6,000 of wages during either the first or second
year of employment may be taken into account with respect to any
individual. Thus, the maximum credit per individual is $3,000 in

/4 )
' As the result of a clerical error, the Revenue ‘Act of 1978 linited the crfllit to wages paid

- before 1981. The error was corrected in the Technical Corrections Act of 1979,

(4)

{
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‘credit.

Certification of members of targeted groups

.)“ .

b
* t v
the first year of employment and $1,500 in the second year of em-
pl({zment. ! '

Vith respect to: economically disadvantaged summer youth em-
loyees, the credit is equal to 85 percent of up to $3,000 of qualffied
irst-year wages, for a maximum credit of $2,550, with no credit for

an%: second-year wages. .
he deduction for wages must be reduced by the amount of the

- -

14

In general, an individual is not treated as a’ member of a target-
ed group unless certification that he is a member of such a group is
received or requested in writing by the employer. from the designat-
ed local agency on or before the day on which the individual begins
work for the employer. In the case of a certification of an economi-
cally disadvantaged youth participating in a cooperative educati%
program, this requirement is satisfied if necessary certification

Tequested or received from the participating school on or before the
.day on which the individual begins work for the employer. The

“designated local agency” is the State employment security agency.
Ifh certification is incorrect because’it was based on false infor-
mation provided by a member of a targeted group, the certification
is to be revoked, so that wages paid after the revocation.notice is
received by the employer are not treated as qualified wages. :
The U.S. Employment Service, in conspltation with the Internal
Revenue Service, is to take -whatever stéps are necessary to keep
employers appraised of the availability of the credit. ‘

Targeted groups eligible for the credit .

The nine groups eligible for the credit are eifher.recipients of .
paymenjs under means-tested transfer programs, economically dis-

.advantaged (as measured by family income), or disabled: _ -

(1) Vocational rehabilitatidn referrals

Vocational rehabilitation referrals are those individuals who
have a physical or mental disabilitywhich constitutes a substantial
handicap to employment and who have been referred to the em-
ployer while receiving, or after completing, vocational rehabilita-.
tion services under an individualized, written rehabilitation plan .-
under a state plan approved under the Rehabilitation Act of 1973, :
or under a rehabilitation plan for veterans carried out under chap-
ter 31 of title 38, U.S. Code. Certificatiaq can be performed by the
designated local employment agency upon assurances from the vo-
cational rehabilitation agency that the employee has met the above
conditions. AR r ' g

1

(2) Economically disadvantaged youths

Economically disadvantaged youths are individuals certified by
the designated local employment agency as (a) members of eco-
nomically -disadvantaged families and’ (b) at least age 18 ‘but not
age 25 on the date they are hired by an employer. An individaal is
determined to be a member of an economically disadvantaged

- _family if his or her family income, during the six months immedi-

ately preceding the earlier of the month in which the determina- -

-

J
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tion occurs or the month in which the hiying date occurs would be,
on an annual basis, 70 percent or less of the Burecau of Labor Sta-
tistits lower living standard. A determination that an individual is
a member of an economically disadvantaged family is valid for 45
daf's from the date on which the determination is made.

“xeept as otherwise noted below, a determination of whether an
individual is a member of an economically disadvantaged family 1s
made on the same basis and is subject to the same 45 day limita-
tion where required in connection with the four other targeted
groups that exclude individualg not economically disadvantaged.

(3) Economically disadvantaged Vietnam-era veterans

The third targeted group consists of Vietnam-era veterans certi-
fied by the designated local employment agency as members of eco-
nomically disadvantaged families. For these purposes, a Vietnam-
era veteran 1s an individual who has-served on active duty (other
than fo¥ training) in the Armed Forces for more than 180 days, or
who-has been discharged or released from active duty in the
Armel Forces for a service-connected disability, but in either case,
the active duty must have taken place after August 4, 1964, and
before May 8, 1975. However, any individual who has served for a
period’ of more than 90 days during which the individual was on
active duty (other £han for training) is not an eligible employee if
any of this active duty occurred during the' 60-day period ending on
the date the individual is hired by the enyployer. This latter rule is
intended to prevent employers that hirg,current members of the
armed services (or those recently departed from setvice) from re-
ceving the credit. . ' -

(4 SSI recipients

. .. . - ’ A .
351 recipients are those receiving either Supplemental Security % )

Income under Title XVI of the Social Security Act or State supple-
ments described in section 1616 of that Act or section 212 of P.L.
93-66. To be an eligible employce, the individual must have re-
ceived SSI payments during a one month er longer period ending
during the 60-day period which end?on the date the individual is
hired by the employer. The designated local agency is to issue the
certification after a determination by the agency making the pay”
ments that these conditions have been fulfilled.

(5) General assistance recipients

General assistance recipients are individuals who receive general
assistance for a period. of not less than 30 da}):s if this period ends -
within the 60-day period ending on the date.the individual is hired
by the employer. General assistance programs are Statg and local
programs which provide individuals withoney payments, vouch-
ers or scrip based on need. These programs are referred to by a
wide varicly of nameb, including home relief, poor relief, tempo-

- rary relief, and direct relief. Because of the wide variety of such
nrograms, Congress provided that a recipient will be an eligible
cemployee only arter the program hes been designated by the Secre- >
iaty of v Toeasy as a progrern which provides rdorey pany
‘ments, vooshées or serip to needy adividuals. Certification is be
performed by the designated local ageney. - ‘

11

IS
b



o

"

T

- (6) Economically disadvantdfred cooperative educatyon stu-
+ - dents . : :

The sixth targeted group consists of youths who (a) actively par-
ticipate in qualified cooperative education programs, (b) have at-
tained age 16 but have not gttained age 20, (c) have not graduated -
from high school or vocational gghool, and (d) are members of eco-
nomically disadvantaged familfés. The definitions of a qualified co-
operative education program and a qualified school are similar ‘to
those used in the Vocational Education Act of 1963. Thus, a quali-
fied cooperative education program means a program.bf yocational
education for individuals who, through  written cooperative ar-
rangements between a qualified school and one or more employers,
receive instruction, including required academic instruction, by a(}-
ternation of study-in school with a job in any occupational field,
but only if these two experiences are planned and supervised by
the school and the employer so that each experience contributes to
the student’s &ducation and employability. ! )

-~ For this pur a qualified.school is (1) a specialized high school
used exclugively or principally for the provision of vocational edu-
cation to individuals who are available for study in preparation for
entering the tabor market,i2) the department of a high-school used
exclusively or principally for providing vécational education to per-
sons who are available for study in preparation for entering the
labor market, or (8) a technical or vocational school used exclusive-
ly or principally for the provision. of vocational education to per-
‘sons who have compléted or left high school and who are available

- for study in preparation for entering the labor market. In order for

a nonpublic school to be a qualified school, it must be exempt from
income tax under section 501(a) of the Code. o

The certification is performed\by the school participatipg in the
cooperative education program. After initial certification, an indi-.
vidual remains a member of the targeted group only while he or

she continues.tqo meet the program participation, age, and degree -

status requirements of(a), (b), anid (c), above. R .
(T) Economically disadvantaged former convicts

Any individual who is certified by the designated local employ-
ment agency (a) as having at some time been convicted of a felony
under State or Federal law, (b) as being a. member of an- economi-
cally disadvantaged family, and (c) as having.been hired within five
years of the later of release from prison or date of conviction 18 an_

_ eligible employee for purposes of the targeted jobs credit.

Q) AFDC recipients\{nc; WIN registrants

Any individual who.is certified by the designated local employ-
ment agency (a) as.being %l/'m’ble for Aid to Families with Depend-
ent Children and as havibg continually received such aid during
the 90 days before he was iired by the employer or (b) as having
been placed in employmeht undgr a work incentive program estab-
lished under section 432(bX1) or 445 of the Social Security Act is an
eligible employee for purposes of the targeted jobs credit.

-
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) Economically disadvantaged summer youth employees -

The ninth targoe}ea/group consists of youths who are certified by °
the designated }oCal agency as being 16 or 17 years of age on the

hiring date and a member Qf an economically disadvantaged family
and who perform services in any 90-day period between May 1 and
September 15. A youth must not have been an employee of the em-
ployer prior to this 90-day pérjod. With respect tg any particular
employer, an employee can qé];lify nly one time for this summer
youth credit. If, after the end ‘of the 90-day period, the employer
continues to employ a youth who is certified during the 90-day
period as a member of another targeted group, the limit on quali-
fied first-year wages takes into account wages paid to the youth
while he was a qualified summer youth employee.

Definition of wages .

In general wages eligible for.the credit are deﬁned by réference -
to the definition of wages under FUTA in section 3306(b) of the
Code, except that the dollar'limits do not apply. Because wages
paid to economically disadvantaged cooperative education students
and to certain agricultural and railroad employees are not FUTA
wages, special rules are provided for these wages. -

Wages may be taken into account for purposes of the credlt only
if more than one-half of the wages paid during the taxable year to
an employee are for services in the employer’s trade or:business.
The test as to whether more than one-half of an employee’s wages
are for services in a trade or business is applied to each separate
employer, without treating related employers as a single employer.

Wages for purposes of the credit do not include amounts paid to
an individual for whom the employer . is receiving payments for on-
the-job training under a Federally-funded program.

Other rules -

In order to prevent taxpayers from escaping all tax liability by
reason of the credit, the amount of the credit may not exceed 90
percent of the taxpayer’s income tax liability. Furthermore, the
credit is allowed only after certain other nonrefundable credits
have been taken. If, after applying these other credits, 90 percent
of an employer’$ remaining tax liability for the year is less than
the targeted jobs credit, the excess credit can be carried back three
years and carried forward 15 years, begmnmg with the earliest
_ year.

All employees of all corporatjons that are members of a con-
trolled group of corporations are to be treated as if they were em-
ployees of the same corporation for purposes of determining the
years of employment of any employee and wages for ‘any employee
up to $6,000. Generally, under the controlled group rules, the credit
allowed the group is the same as if the gro®p were a single compa-
‘ny. A comparable rule is provided in the case of partnerships, pro-
" prietorships, and other. trades or businesses (whether or 'not incor-
porated) which are under common ¢&ontrol, so that all employees of
such organizations generally are to be treated as if they were em-
ployed by a single person. The amount of targeted jobs{icredit allow-

~
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able to each membér of the conjrolled group is 1ts proportmnate‘
share of the wages gwm? rise to the credit.

No credit-is available for the hiring of certain related 1nd1v1duals
(primarily dependents or owners of the taxpayer). The credit is also
not: available for wages paid to an individual who was employéd by

~ the employer at any -time during which the individual was not a
certified member of a targeted group.

J .
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[11. DESCRIPTION OF S. 2185 AND ADMINISTRATION
PROPOSAL

y ' " Description of Proposals
S. 2185
S. 2185 would extend the targeted jobs tax credit for five more

* years. Under the bjll, the credit would be available for qualified

wages paid to individuals who begin work for the employer on or
before December 31, 1989. Thus, if an individyal begins work on
December 31, 1989, the employer would be permitted to claim the
credit for qualified first-year and qualified secorid-year wages paid
to the individual for serviges performed in 1990 and 1991, respec-
tively. T : )

Administration proposal

- In its Fiscal Year 1985 Budget s&bmitted to Congress on Febru- -

ary 1, 1984, the Administration proposed a one-year extension of
the targeted jobs credit. Under the Administration proposal, the
credit would be applicable to wages paid to individuals who begin
work for the employer on or before December 31, 1985.

Revenue Effect

The estimated revenue effects of the proposals are as follows:

(Millions of dollars]

Y
Fiscal years

1985 1986 1987 1988 1989

S. 2185 oo — ~163 536 —914  —-950° —904
Administration proposal.......... —-163 —383 —-359 —1B6 '~ —56
- . A0 T . e

X
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, APPENPIX: DATA ON TARGETED JOBS CREDIT
PARTICIPATION, FISCAL YEAR 1983

de VOUCHERS AND CERTIFICATIONS BY TARCETED Group ! S
[Percent of total ih parentheses) Pl
Targeted Group a ‘Vouchers - Certification
<. #
Economically  Disadvantaged ) ‘
~ Youths 18-24 .o 581,795 (45.2) 259,309 (60.1)
Economically stadvantaged '
Vietnam-éra Veterans .............. 80,808 (6.2) 24141 (b6) - -
Economically Dlsadvantaged N . .
Former Convicts .............o... e 94,54517.3) © 21,929 (6.1)
stadvantaged -
ouths.........occeveinns 87,308 (6@) - 33538(78) .
) Involuntary Terminated CETA ;
................................ 1,130 (0.19 383 (0.1)
Ge eral Asgistance Recxplents . - 65,169 (5. - 14,480 (3.3) .
................................ 3,115 (0.2 1,254 (0.3)
AFDC Recipients................ rreeene . 294,394 (22.9) 50,736 (11.8)
Vocational Rehabilitation Re- .o - :
ferrals..........i....... . 718683(6.2) ~ 25412 (59)
Total 3 s reveeenne e 1,286,947 (100.0) 431,182 (100%0)

' A voucher is a preliminary detemmlatlon that an individual is a member of a
targeted group. A certification i§ a final eligibility determination, issued upon the
request of a hiring employer.

2 Individuals involuntarily terminated from a Comprehensive Employment and
Trmmn¥l Act (CETA) public service employment program were eligible for certifica-
tion if they began work for the employer before j)anuary 1, 1983.

3 Doos not include certifications of economically dlsadvantaged cooperative edu-
cation students. Such certifications are issued by participating schools rather than
State employment security agencies which issue certifications for all other targeted
groups.

Source: U.S. Dcpartment of Labor. .
. an .
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:\.TATEMENT ny -L_!ENATI)R LI.O\'I) BENTSEN ON TIE ILXTENSH)N O THRE FAHUE'I"ED J()BS
Tax Creprr Procram '

Myr. Chairman, 1 would like to take this opportunity to praise you for scheduling o
liearinyg on a very inportant issue--the targeted jobs tax credit. As you all know,
unless Congress acts Lo extend this important program, it will lapse at the end of
this year. As one who first introduced this legislation bacl in 1975, and who fought
hard for s enacpment in 1978, 1 realize the positive impact that this program 1S~
having ofl u very worthy scctor of-our-populace. '

We give business tax credits to encourage the purchase of machinery Why not
give similar tax incentives to employers who invest in our most precious natural
{esource, the working men and women of America. I am sure you are all aware that
this' legislation 1s structured to henefit a number of economically- disadvantaged
groups. Youths between the ages of 18 and 24, Vietnam veterans under the age of
35, and ex-convicts. Also included in this program are general assistance recipients,
SSI recipients, and the handicapped who have been vocationally rehabilitated.

It 15 a good program, one which has effectively provided an opportunity for those
who are economically disadvantaged or who lack the basic skills to compete cffec-
tively in the job market. All benefit from this program: Individuals who would not
otherwise have an opportunity to work, the employer, 44ho has an additional emn-
ployee, and the Federal Goverrunent who, instead of having somncone refeiving as-
sistance, has soleone contributing to the gross national product, and paying taxes.

A preliminary study on the benelits of th(‘%nrget('d jobs tax credit recently came
across my desk” Let me shave with you the cohclugions reached by this group:

L. The increasing hiving of TJTC credited persons shows that the TJTC program
has provided the hoped-for incentive for businesses in"the private sector to provide
meanglul employment to many persons wko have praviously known only {ederal
assistance programs. N ‘ v

2. Such meaningful* employment might well M far more ‘beneficial than either
wellare-typer programs or various “training” programs subsidized totally by federal
funds because it involves the private Bector to a much larger degree and results in
both longer vetention and the development of a “work history”™ for many previously
difficult to employ persons. .

3. The TJITC program actually has savings to governmental agencies and can fur-
ther be shown to have created revenues to the treasury. in terms of added tax, un-
employment, and social security dollars. As#s clearly shown by the data presented
i thetstudy, these savings and incereased revenues outweigh the cost of the pro-
gram, in terms of tax credits granted, by a considerable amount.

Although the report is presented in preliminary form only, it-shows what we all
believe aret the, benefits of the targeted jobs tax credit program: Reduced unemploy-
ment. and reduced Federal spending. Mr. Chairman, there sre areas in south Texas
with an’unemploymerit rate exceeding 40 percent. Although the national civilian
mwmpluymenl rate is currently 8 percent, the rate for tecnagers stands at 19.4 per-
cent. This program, which is specifically targeted at groups which have historically
had high unemployment rates certainly deserves the immediate consideration of
this committee. i .

1 look forward to hearing froin our distinguishéd guests this afternoon, and 1 ap-
preciate the time the chairman has given me to speak on this issue.

Senator Heinz. Ladies and gentlemen, the Subcommittee on Eco-
nomic Growth, Employment, and Revenue Sharing is holding a
hearing today on the “Targeted Jobs Tax Credit,” and 1 would like
to welcome our panelists and those of you in the audience for your
interest in what 1 consider to be a very important piece of legisla-
tion before this committee and this Congress, namely the 5-year ex-
tension of the targeted jobs tax credit.

I am going to, alter | make an opening statement—I see one of
our colleagues, Senator Sasser here. 1 am going to ask him to pre-
cede our witnesses s6 ihal he may return to his other Senate -
duaties. | \ e )

-But lef me just, by way of background say that the targeted jobs
{ax credit was originally enacted in 1978 and was extended in 1981
for 1 year, and it was extended a second time in 1982 through the
current year. The program expires at the end of 1984, and 1 feel

3
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- the reason I think it is valuable is because of the way it operates. "
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very strongly that wle should ﬂgain renew this valuable program
" and have submitted legislation,

. 2185, that would gxtend this pro-
gram for Hyears. )
At this point we have 29 cosponsors of the targeted jobs tax

credit: Twelve of that 29 happen to be members of the Senate Fi-

nance Committee. That is significant, because 11 is a majority, and
12 is a bonus. : -

I will attempt, with thc\}help of my colleagues in the committee,
to include the targeted jobstax credit in the deficit reduction pack-

age which the Finance Committee will be taking up Again early

next week. .
I happen to believe that this is a valuable program, as 1 said, and

[t offers financial incentives to employers who hire individuals
from a variety of carefully targeted groups, including the handi-
capped who haye becn vocationally rehabilitated, youths bet en”
13 Med 24 years of age, certaip Vietnam veterans, ex-convicts, gen-
eral assistance recipients, and supplemental security income recipi-

ents.

.These fargeted individuals receive vouchers from local Federal
Government offices, joint¥ determine by the Treasury and Labor
Departments. During the interviewing process, these vouchers are
presented to prospective employers, to indicate thit those who hire
these workers will qualify for tl)';e tax credit. .

The targeted jobs tax credit offers a-way out of poverty and job-
lessness for those who are physically gr economically disadvantage
or who lack the basic skills or experience necessary yo compete ef-
fectively in the job market, and who are looking for productive pri-
vate-sector employment opportunities. .

It was very encouraging to me to see that this Reagan adminis-
tration proposcd and endorsed a l-year extension of the targeted
jobs tax credit, that is through 1985; hgwever, it is my belief—and 1
think we will hear from our witnesses about this—that a l-year ex-

tension is clearly not adequate. And 1 hope that today’s testimony

will demonstrate the necessity of a b-year extension. :

I note that we have witnesses representing several of the target-
ed groups. It would seem logical that for the tax credit to be fully -
effective, employers of these groups need time and need assurance
that, the law will be on the books for more than just a year. They
peed the time so they can fully commit and, for example, train per-
sonnel in the use of the targeted. jobs tax credit. And it is a fact of
life that the targeted groups, for whatever reasons, will not just
disappear tomorrow; so a l-year extension is not going to help
them two years from now. , .

They deserve our help, and one way to help them is to extend
the targeted jabs tax credit for 5 years: ,

The legislatin has proven, as I believe we will hear, to be an el-
fective and cfficient way for the targeted groups to help them-
selves. L

It is also gratifying to see so many employers as well as employ-
ce representatives interested in this extension. May I say to both
employers and employee representatives thaf you must continue to
take the initiative not only in forums such as this but also in in-
forming your fellow employers about this legislation, urging State

4
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‘employment offices and even the administering agencies of the
Federal Gavernment about the social and economic benefits that
can he realized by a full commitment to this legislation and the
program. . N .

I am also anxious to hear informpfion from the several studis
that have been performed on the rtf;:‘fgeted jobs tax credit. As you
know, continuing budget deficits have placed all Federal programs
under closer and closer scruitiny, and I hope that the studies today
Wil show that there is also an economic reason why Congress
should extend this program. It helps to lower the deficit, and ]
think and hope that we will be able to show that this program
helps us in that task. .

High uncmployment among the targeted groups costs the Treas-
ury money by driving up spending under the other entitlement pro-
grams..On the vther hand, those employed no longer draw those
payments from the Treasury, but instead contribute to the Treas-
ury through taxes on the incomes they earn. -~ )

Again, let me welcome all of you here today. 1 tHink_jt is really
remakable that on a Friday afternoon, with virtually everybody in

' transitsomeplace, and 1 include some of my colleagues but certain-

ly not-Senator Sasser who cares enough toBe here, that we should

~ have sych excellent participation here this afternoon. -

But, notwithstanding that, let me announce.that because we do

- have probably the largest number of witnesses we have ever in the

Senate Finance Committee “tried to bring in"in one afternoon, and
because Saturday is only about 9% hours away, that the witnesses
observe the rules of this committee. We will put the entire opening
statement of yours and your backup documents into the record, but
I would ask you to please observe a 3-minute oral presentation and
summarizq\, therefore, accordingly.
‘6 But I do’assure you that your full statements’ text will be includ-
d in the record as if given in full.
It is my pleasurce to welcome the soon to be Senior Senator from
.Tennessee, Senator Sasser. We are glad to ‘have you before the Fi-
nance Committee. Please proceed. b

STATEMENT OF HON. JAMES SASSER, U.S. SENATOR FROM THE
STATE OF TENNESSEE

Senator Sasser. Mr. Chairman, 1 thank you, and, I am delighted
to appear before your subcommittee tgday. [ intend to abide by the
3-minute rule and perhaps set a godd example for witnesses to
follow. Mr. Chairman, you-do have 21 witnesses, and | happen -to

~knmow we were in session until almost midnight last evening, so I
will be brief and talk fast® :

I want to applaud and commend your continued efforts in the
area of™he Targeted Jobs Tax Credit Program, and I am proud,
Mr. Chairman, to be a cosponsor of your legislation calling for a 5-
year extension of the jobs tax credit. I think such an extension
would send-a strong signal to the business C(‘?gjnnun‘nty of continued
congressional interest in this program. .

We have witnessed. increased use of the jobs tax credit over the
past few years, and figures for fisca] year 1983 indicate that there
were 431,000 certifications under the' jobs tax credit. Bhis repre-

Ll
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sents twice the number of certifications in fiscal year 1982 and un-
derscores the inereased use of the jobs tax credit in the business
community. *© N

Mr. Chairman, 1 share with you the conviction that greater use
of the jobs tax credit means more employment opportunities for
many in our Nation.

Now. because of my interest in the expanded use of the jobs tax
credit, 1 have taken it a little further, Mr. Chairman, and have in-
troduced legislation of my own, S. 371, which-creates a new target
group for long-term unemployed persons.

Persons qualifying under this group are individuals who have ex-
hausted all available unemployment compensation, or who have
been unemployed for 26 weeks or mdore.,

Under my legislation, a small business which hires a_long-term
unemployed person could collect a credit of 75 percent of the first
year’s wages, an increase over the present 50 percent.

The addition of long-term unegployed td the jobs tax credit is ur-
gently needed to address certain very compelling issues. Rerhaps
tht greatest problem is the unsettling trend wwe are experiencing
with the long-term unemployed in this gountry.” '

I am sure, Mr. Chairman, that you were cheered, as 1 am, by
recent drops in the national unemployment rate; but this good
news may be partially masking a growing probiém, and that is the
growth of the long-term unemployed. - .

In 1979, the percentage of .unemployed persons who had been out
of work for 27 weeks stood at 8.7 percent. By 1981, this figure had
grown to 14 peréenf; by 1982, almost 17 percent; and this year, Mr.
Chairman, the long-term unemployed reaches a shocking 24 per-
cent.

So, Mr. Chairman, I commend to you today this legislation which
I am introducing, which will be targeted at the long-tetm unem-
ployed jndividual. I want to commend you once again for your in-
terest in this jobs tax credit legislation; for the yeoman ‘work that
you have done in this field, and I look forward to putting my shoul-
der to the wheel with yours in the coming" weeks to see that this
legislation is extended and becomes once again a reality.

Mr. Chaipmdn, 1 would ask that my full statement be printed in
the record”as if read, and 1 apologize—I wanted to get it under 3
minutes, but I think I have gone about 30 seconds over.

Thank you. : :

Senator Heinz. Senator, you have set a/\éord- for a Senator.

- [Laughterd .. - .

I want to commend my friend from Tennessee for an excellent
statement. I want to ask you just one question: '

In addition to the long-term unemployed, those unemployed as
defined in your bill for more than 26 weeks, I ahticipate we might
well come up with other categories of people. We have roughly six
in the bill right now. Do you believe that the long-term unem-
ployed are more urgent to include in the bill than any of the cate-
gories we now- have, or are they.about on a par, or are they of

- slightly less even if only slightly less urgency? The nine categories

include: the handicapped, youths between ages 18 and 24, economi-
cally disadvantaged summer youth, certain Vietnam veterans, ex-

Y
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4
convicts, general assistance recipients, SSI recipients, and AFDC
recipients. ' :
The reason 1 ask that question is this: Generally speaking, the

concept of the targeted jobs tax credit has been to get people to -

enter, if not for the firsf. time then alter some kind of very long-
term catastrophe —someone who has been disableg, somebody who
has been to prison for-quite 4 long time, someone who has served
in Vietnam and came back with drug problems, you name it—and 1

Just wanted Lo get.a gense from the Senator as to how highly he

would rank this issue. ’

[ happen to have about as many long-term unemployed in Pitts-
burgh, PA, T suspeot, proportionately, as any area of our country,
so | have a great interest in 4hat problem. - .

Senator Sasser. Well, let jne say, Mr. Chairman, that there is
some overlapping, as I am sure you are dvare, between these cate-
gories that you just mentioned and those who would quality as
long-term unemployed. . C ‘

I am very concerned about long-term unemployed, because the
unemployment rate in my native State of Tennessee has been run-
ning {wo points above the national average for the last 2 yeass, and
we had bad*news just this last month: it jumpéd an additional 1.9
péreent. So we are running now close to 4 petrcent ahead of the un-
cmployment figures on a national basis. .

But 1 would submit, Mr. Chairman, that the, problem of the -long-
term unemployed is I think, of-equal importance with these other
¢ategories that you have mentioned, - * .

I say that for this reason: The longer they are unemployed, the
more uncmployable many-of them become. And they begin to de-
velop’many of the same problems and characteristics from an em-
ployment point of view that the handicapped would have, that per-
haps the Vietnam veteran who has experienced emotional prob-
lems or drug problems, et cetera, would have. And for that reason,
I think they certainly are on a plain that would be comparable
‘withelhe needs of these categories that you have mentioned.

It is very difficult, as you well know, to single out the unem-
ployed and say, “This is more deserving, this categor{, than the
other.” But I would say the long-term unemployed at least are on
an equal basis, in the judgment of this Senator.

[Senator Sasser's prepared statement follows:]

STATEMENT OF SENATOR SASSER

Mr. Chairman. ] an delighted to appear before this subcommittee today to ad-
dress a-topic of vilal importance, the targeted jobs tax credit program. I applaud

and commend your continued interest and efforts in this area Mr. Chairman-and { ——-— - -~

am proud o cosponsor your legislation, calling, for a five year extension of the jobs
tax credit. Such an extension would send a st.r%ng signal to the business community
of continued congressional interest in this program. This show of congressional sup-
port would no doubt lead to continued growth in the use of the jobs tax credit.

We have witnessed increased use of the jobs tax credit over the past few years,
Figures for fiscal year 1983 indicated that there were 431,000 certifications under
the jobs tax credit. This represents twice the number of certifications in fiscal year
1982 and underscores the increased use of the Jjobs tax credit in the business com-
munity. ) )

I share your conviction that greater use of the TJTC means more employment op-
portunitics for many in our nation. Because of my interest in expanded, use of the
TITC, T have introduced legistation, S. 371, which creates a new target group for
long-term unemployed pvrsm\ Persons qualifying under this group are individuals
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ho have exhausted all available nnemployment compeﬁ*\lion or who have been
uncmployed for 26 weeks or more.

In addition to creating this new target group, S. 871 increases the amount of tax
credit available When the hiring firm is a small buBiness. Under my legislation, a
small business which hires a long-term unemployed person could claim a credit on
5 lpcrccnt of first year wages, an increase over the present 50 percent.

The addition of long-term unemployed to the jobs tax credit is urgently needed to
address several compelling issues. Perhaps the greatest problem addressed by the
provisions of S. 371 is the unsettling trend we are experiencing with long-term un-
employment in America. While we all have been cheered by recent drops in the na-

tional unemployment rate, this good news masks a growing problem. In 1979, the

percentage of unemployed persons who had been out of work for 27 weeks or more
stood at 8.7 percent. Thig figure grew o 14 percent in 1981 ang 16.6 percent in 1982.
Last year, Mr. Chairman, we witnessed an alarnning jump in this categayy. In 1983
the percentage of long-term unemployed personsA)gached a shocking 2. nt.
Thus, the percentage of lqng-term unemployed in ividuals in the United States has
nearly tripled in 4 short years. :

Unfortunately, there are indications that this trend is not substantially reversing
itsell in 1984, Over 2 million Americans were unemployed for 27°wecks or inore last
month, representing 22.6 pereent of the unemployment total. (February’s figures, re-
leased today, are not much better. . . .

S. 371 is an attempt to ddress this growing national problem. The provisions of
this legislttion also enhaifce the attractiveness okthe TITC for our Nation’s small
businesses. As you arc aware Mr. Chairman, small businesses are labor intensive
and, therefore, do not gemerally benefit proportionally from capital investment in-
centives such as the investment tax creditfor accelerated depreciation scheines. Qur
present tgx system contains these and other significant incentives for equipment
purchases, but little in the way of incentive unemployment. As pointed out by the
American Institute of Certified Public Accountants, the job credit called for in
S. 371 will restore some balance to the equipment v. people equation.

This particular crédit will help the cash flow of our small {iwhs. The capital pro-
vided by this type of tax credit can in turn lead to growth in the small business
sector of the economy. : R

The proposals contained in 5. 371 have been warmly received by many. The’legis-
lation has been endorsed by the National Society of Public Accountants and the Na-
tional Alliance of Business. Small businesses from across the country have contacted
my office with offers of help and words of encodragement for this legislation.

Equally important, we have discussed the prowvisions of S. 371 in hearings before
the Senate Small Business Committee. Small business owners appearing before the
committee indicated that they would make us of a tax credit such as that contained
in S. 371 and further stated that this type of credit did indced act as an incentive
for hiring. These comments were echoed by .several members of the Small Business
Committee’s National Advisory Council in a ineeting last year.

Revenue {igures provided on this particular addition to the TJTC var greatly Mr.
Chairman. The Treasury Department states that the provisions of S. 371 would cost
no more than $250 million per year. The Joint Tax Committee provided revenue es-
timates that were higher, ranging from $600 million in FY84 and $900 million in
FYR5 to $700 million ¥Y86 and $400 million in FY87. '

“While 1 find such variance troubling, one must be careful not to put too much
faith in either set of figures. I say this because neither the Treasury Department
nor the Joint Tax Committee take into account increased revenues and decreased
federal expenditures resulting from individuals hired through this type ol tax crédit.
The Congressional Budget Office estimates that each point of unemploymnent costs
the Treasury some $30 billion, $7 billion in lost reyenue and $23 billion in added
‘uneinployment_and welfare aid. The 431,000 individuals certified under the TJTC
last year represent nearly one-hglfa point of unemployment. While | don’t want to
take this line ol reasoning too far, 1 think you see my point. Any accurate assess-
ment of the costs involved with targeted jobs tax credits take.into account increased
revenues and decreased federal expenditures. :

In closing Mr. Chairman, let:me again pledge my support for your efforts to
extend the targeted jobs tax credit ’rograrﬂ.’? hope to enlist your support in expand-
ing this valuaﬁle tool as 1 describcrcé today. I look forward Lo working with you in
this venture and thank you for the opportunity to appear before your subcommittee
today.

Senator Heinz. I thank my friend from Tennessee.
Thank you, Senator Sasser.

’
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Senatpr Sasskr. Thank you. _

Senafo¥. HEINZ. Our next witnesses are a panel consisting of
Scott *Marshall, Patricia Goodall, Sister Judith Schloegel, Claude
Kirk, Jr., Larry Brown, and Willis Ethridge. . :

Let me ask if Mr. Marshall would be our leadoff witness.

STATEMENT OF J. SCOTT MARSHALL, DIRECTOR OF GOVERN-
MENTAL AFFAIRS, ACCOMPANIED BY BARBARA NELSON, NA-
TIONAL STAFF ATTORNEY, MQ}RICAN COUNCIL OF THE BWI).
WASHINGTON, DC )

' .
Mr. MARSHALL. Thank you, Mr. Chairman. /

blind and visuallg impaired people in this Nation is pleased to tes-
tify in support of the o-year reauthorization of the targeted jobs tax
credit, and also to make recommendations concerning improvement
of the credit. _ ‘ . :
We are also ap earing today on behalf of the American Founda-
-tion for the Blind, which is the national pésearch and consultant
agency in the field of services to blind persons. -
Thegl’x'esident's Committee on the -Employment of the Handi-
cappell has recently estimated that the unemployment rate among
" disabled people ranges in the neighborhood of 50 to 75 percent, and
. that in only few instances is this unemployiment rate attributable .
to, the inability to do work. ) - . _
We must explore ways of making employment of the handi-
capped people more attractive to employers, and we think that the
targeted jobs tax credit does this, '
. 1iowever, as we outlined in detail in our prepared statement, we
suggest that the credit* can be improved and simplified in several
ways. Let me outline these for you: J
First, webelieve that a medically determinable handicap certifi-
cation should be added to the definition of membership in the tar-
geted group. This is a suggestion because in many instances people
are no longer receiving rehabilitation’services, and a medical deter-
mination of “handicapped” will greatly simplify the administration
of the targeted jobs tax credit. }
In addition, we believe that the amount of the first Year qualified
wages should be increased to $20,000. You may believe this to be a
high figure; however, we think it is entirely reasonable, given the
costs to society .of other support programs that are paid to handi-
capped individuals; for example, the average SSDI reci ient and
his family receives $10,428 annually. In addition to that, the cost of
medicare and medicaid, housing 'subsidies, make-employment, even
with an increased wage base for the targeted jobs tgx_crgggt, a very
- --cost-effective -approach to making employment more attf ictive for
disabled persons. - -
In addition, we believe that the targeted jobs tax credit can be
used as an employment-retention device. Presently, thertredit is
available only for new hires, and we think that the employer -who
retains an employee after the onset of disability should also be able
to avail himself of the credit.
Finally, Mr. Chairman, we think that the purchase of sensory
and communication aids needed for job advancement after initial

v
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placement can also be a way in which the crddit can be used to
help handicapped persons advance in employment. \
On November 28, our President, during a cerémony -to sign the
proclamation which designates the next 10 years as the “Decade of
the Disabled,” stated, and we certainly agree,-that this Nation
" misses the mark when it places charity and gelfare before the op*
_ portunity-for jobs. .
" We certainly look forwyard to working with the committee in con-
sideration of these and the other proposals presex@d here today as
the reauthorization process of the targeted jobs tax-~credit contin-
ues. . . ) :
Thanlk you very much. . >
Senator Heinz. Mr. Marshall, thank you very much.
[Mr. Marshall’s prepared statement {olfows:]
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Mr. Chairman:

.

W s .

STATEMENT OF THE AMERACAN COUNCIL OF THE BLIND
REGARDING JARGETED JOBS TAX CREDIT S

&

The American Council of th& 8lind is pleased for this opportunity '

to testify concerning needed improvements in the Targeted Jobs. Tax Credit (TJTC).-

In summary we make the following recommendations as more fully explained below:

(1} The TJIC has Qpened many employment opportunities fortblind, severely visually

impai;gd, and other handicapped people. It should be extended. (2) The credit

2~ should be extended to persons who-have a medically detarminable handicap as well

as to handicapped people who are referred by a vocational rehabjlitation agéncy.

(3) The amount of the qualified first-ycar wages on which the credit is based

should be raised to at least $20,000. (4) The credit should'be available to an
)

employer who retaips an employee after the onset of a disability. {5) The credit

F

should aiso be available for ;he purchase of sensory-and communications aids

needed for upward job mobility. : .
1. TJIC SHOULD BE EXTENDED )

-

- ~

The American Council of the Blind is the 1arge$i organization of blind-and

visually imp@A red people insthe United States. For the past 23 years we have

worked to improve the lives of this nation's blind and visually impaired citizens

through legislation, legpl advocacy. and public education. Our members come from

all walks of life and reside in all parts of the country. Some of the Council's

members own their own businesses; others are employed in a variety of occupations

,

O

including law, teaching, retailing, and data processing. Unfortunately, many others

are unemployed an& have encountered numerous employment barriers including the

public's frequent misconceptions regarding the capabilities of blind and visually

impaired persons;

ERIC
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burden because of the need go provide reading or other assistance;_or simply the
irrational concern of “what will my clients or customers think'", an attitude not
un]1ke'thut faceh by many other minority groups 20 years 2go. The Targeted Jobs
Tax Credit often provides the 1ncent1ve some employers need to give qua]ifiyd

handicapped Job app]icants a chance for a job.

" The President's Comm[ttee on the Employment of the Handicapped estimates
th;:F:hé unemployment rate among disabled people is hetweenRSO and 75 percent,
although in few case§ is unemployment due to the ?nab111ty to perform work. !

It 1s ;herefore not surprising to note that disab]ed peop]e are generally low {ncome
1nd1viduals The U.S5. Census Bureau recently reported that 26 percent of working
age disabled adults have incomes below the poverty line and that this poverty rate
is two and onc-ha]f times that of.nondisabled working peop]e.2 Yet today blind

and other disabjed people are beteer equipped, at least from an educational stand-
point, to take their r?ghtfpl place in the work force. More and more children are’

receiving special educai1qn seryices at an earlier age, thereby permitting even

- _the most. severely handicapped youngsters to achieve to the ma ximum exteht possible.

-

Today college, vocatiopal and other trn1n1ng programs are open to more b]ind and

ERIC*

Aruitoxt provided by Eic

other disabled people than ever hefore, thanks in part to Section SOA”Gf the
Rehabititation Act of 197§T~\bespite this progress, disabled people are still
not., covered by the Civil Rights Act of 1964 and thé?\‘ore do not enjoy the same

ppotect1ons hga1nst employment discrimination availdple to other minority groups.

td
1President's Committee'éﬁﬁ%dployment of the } nd1cap§ed quoted in
Handicapped R1gﬂts,and Regu1ati0n$,'V01. 4, No. 7, April 1983, p. 49. +

2U S. Census Bureau, Labor Force Status and Other Charucter1st1cs of Persons
with Work \Disability, Series P-23127 (1982); See also "Physical DisabiTity and
public Policy,”™ Sclentific American, Vol. 248, No:I 6, June 1983, .. 42.

~
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. Therefore, there 1s a real need to continue to provide thé TJTC as a concrete

incentive to encourage employers to open opportunities to handiéﬁbped wotkers.

This incentive to employing haggicaﬁped workers provided by the TJTC is extremely
cost effective. 1In 1977 alone, this nation spent over $63 billion on working age disabled
people. Of this total $47 billion was spent on wel fare and other Support programs;

13 bil{ion was earmarked for medical care and only‘hb0u£ $3 billion was paid for
direct services such as vocational rehabilitation.3 In anuar} 1984 the avérabe

disabled worker and his family received $869 per month in Social Security Disability

_ Insurance benefits ($10,428 annually). -The Social Security Administration further

Ry

reports that there are 2.6 million disabled workers and 1.3 million spouses and
children of disabled workers currently on the benefit rolls.4 These Socia]?Security
figures do not, of course, include the cost of Medicare, Medicaid,fﬁood S tamps

and/or housing subsidies which may ba_provided to disabIe& people. Thus, unemployment
of disablied people is costly to society as a result of the cost Gf support programs,}
not ;o mention the cost of lost tax revenues. Unemployment is also costiy froq 3

human perspective if qualified disabl®d people cannot find work and therefore are

'_gﬁ prevented from participating fully in their comunities. Therefore,‘in these times

E

when cutting the federal budget is\necessary, the TJTC should be extended. Its

small cost is far outweighed by savings to the federal government. . -

3"Physical Disability and Public Policy," Scientific American, Vol. 248,
No. 6, June 1983, p. 43. . -

450cial Secyrity Facts and Figures, published by the Social Security o
Administration, January 1984. |
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11. IMPROVEMENTS IN THE TJTC ARE NECESSARY Ve

The Targeted Jobs Tax Credit has not been used to its fu]iest potential to
help handicagpeq people overcome barriers to employment. A simplified acd expanded
TJTC could operate to encourage, particularly small businesses, fB hire disabled. -
. piople. In addition, EPe credit cou;d be used as an incentive to job retention
/" C affer the onset of a disability and could also be used as an 1ncent1ve.t0 theé -
promotion 01; d.isabled people after 1ni;1al employment. The remainder of our
testimony will focus upon specific ways in which the TJTC can be improved to

meet these objectives.

! -

A. A MEDICAL CERTIFICATION OF BANDICAP SHOULD REPLACE REFERRAL BY A VOCATIONAL
i REHABILITATION AGENCY WITHIN THE DEFINITION OF A TARGETED GROUP.

Under current law and regulations, an enmloyer qualifies for the IJTC 1f
the disabled person is referred by a vocational rehasilftation agency pursuant
to the individual's written rehabilitation plan. In addition, approval of the
state fBbs.services office must alsB be obtafned in order for the employer to
qualify for the creddt. These steps represent an unwarranted administrétive .
and paper work burden upon both the cumployer and the prospective emp)oyee.

Some handicapped job applicahts, for example, those entering the job market
after higg school may never have received rehabilitation services from a
vocatjonal rehabilitation agency. Other pro;péctfve emn{oyeeﬂs'may no longer have

o

file reopened, the disabled person may need to cut through considerable bureaucratic
4

red tape. From the employer's point of view, the amount of the current gredit is

ve case files at vocational arehabilitation agencies. In order to have his/her

small compared to the magnitude of the complexities involved in qualifying

N

“for it. The appropriate vouchers and/or approvals must be obtained from two
]
~N

s
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government~bureaucrnc1es: the vocational rehabilitation agency and the state
jobs services office. In addition, the emp1oyer may find that the prospective
- | disabled employeg was not referred by a roationa1-rehabi]itation agency or that
the job being applied for is not ‘contemplated by ;Hé individual's written
réhaﬁi]itation plan. 'Finally, uq]esE alt of these eligibility requifements are
- satisfied within a relatively short time frame, the employer nwy'f1ﬁd that he has

hired a disabled employee but nevertheless cannot qualify for the credit.

~

We recommend that a certification of a medically determinable ﬂ;nd1capp1ng
conditiomrwill alleviate these difficulties and will greatly simplify adminjstration
of the TJTC. A suggested definition of:the term “handicapped individual” is as
follows: “van individyal who has a medically determinable physical or mental
impairment which substantia]fy 11m{ts 6ne or more of sucp individual’s major". ‘ T

1ife activities and which has lasted or can reasonably be expected to t for’
’

a continuous period of not less than 12 months." The Secretary should bg empowered
to pres;§¥%!giﬁgu1afions specifying the form and extent of acceptéb1e medical

proof which could either be filed with t;e returﬁ or prodqﬁfd by the taxpayer

upon audit. ' .

N A medical certification process is currently used by th® Internal Revenue

Service to prove legal blindness for purposes of ‘qualifying for an additional

exemption available to legaily blind persons or those claiming them as their dependents.

We are unaware of any abuses associated with this certification procedure. In

..
. .
addition, because of the stigma associated with a handicapping condition, job

applicants are generally reluctant to disclose'a handicap to a prospective employer, .
unless there is an advantage to the prospective employee in doing so, e.d", a need . »

\ .. ; :
for a reasonable job accommodation or other assistance. Thus, a medical certification “

T
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procedure carrias with it a built-in safeguard against abuse and will operate
particdlarly in those cases in which the employer needs a hiring incentive the most;
namely, situatidns in which the prospec{ive employee_pgeds a job accommodation or
other assistance. Adbption of this recommendation will also greatly simplify the

paper*wprk burdens connected with the administration of the TJTC to the benéfit\:f

both employers and employees.

B‘. THE AMOUNT OF THk QUALIFIED FIRST-YEAR WAGES SHOULD BE INhREASED, THEREBY
ENCOURAGING EMPLOYMENT OF MORE HIGHLY SKILLED DISABLED WORKERS.
We ‘recommend that the amount, of the first year's qualified wagey shouid be -
incrgésed from $6.000 to $20,000, This means that the cost to the Treasury for
the TéTC would be a maximum of S!0,000_befor%,adjustment as 2 result of the
employey's tax rate and salary expeqsés. Given the cost savings in Social Securit&
and other benefits, the net effect to the Treasury would mosl

R
*eeigzinly be in the
plus column. I¥ the first year credit amount were raised, the s nd year credft - '

-.could be eliminated since training and other assistance would genérally be

provided during the first year. Adoption of -this recommendation will also
Encouﬁage employers to hire more# highly skilled disabled people. As noted earlier,
many blind and other disabled people are now gréduating from college or other™

- A . .

yocational programs. These individuals face numerous employment barriers, yet tﬁe

$6,000--1ess, than minimum wage. The current TITC encoyrages employers to hire

minimum wage employees but is not as significant an incentive to hire mqre highly

. skilled workers who face the same employment barriers. In addition, while some

disabled people may be physically able to perform some types of lower skilled

minimum wage jobs, other individuals may be more suited to jobs involving greater

1

mental .effort and less physical activity.
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I11. THE TARGETED JOBS TAX CREDIT COULD BE USED TO ENCOURAGE JOB RETENTION AND

“ay UPWARD JOB MOBILITY. _ >

Under current law, the.TJTC 1s available on1y for new hires and.does not
assist the employer faced with an employee who becemes d1sab1?d'nfter inftial
employment. Large corporations are 1n a much better position than the small
employer to accommodate emp]oyeesrneeds after thay become disabled. This
accbmmedation may include 51mp1e'job restructuring, retraining or the provision
of a sensory or communication aid. This accommodation can represent a cost to an
employer. The employer may elther incur .the expense on behalf of the‘employée,.

require the employee to bear the cost, or simply may terminate the employee.

“« 5
Termfnation of a worker causes untold frustration and anguish to the worker -and

bhnefits, .

We recommend that the TJITC should beﬁgvai]able to employers who retain -

an employee after the 0n§gt of*a severe disability, Given the pre?ent Job market,
emp]oyersrmﬂy ¢ind it ecasier to simply terminate a disabled employee and to replace
him/her with another worker, particularly in lower skilled jobs. Availability of
the credit in these situations may help to avoid this a]l‘tco often tragic

Eonsequence of a disability.

We further recommend that the TJTC can be used as a tool to encourage upward
job mopi]it*’of disabled workers. The‘creJit could be used to make it more
attractive for employers to purchése sensory or commun1cations'a1d§ such as
magnifiers or special computer interface dev1cés needed fored disabled person to
advance on the jgb. Here again the small employer may not be in 3 position to

provide sensory or communications aids to an employee. Rehabilitation agencies

are unable to provide assistante since vocational rehabilitation funds usually
Y
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cannot be expended after initial placement. Althoﬁgh many disablad employees
purchase their own aids using their own funds, others cannot afford to do so.
Alternative fiﬁuncing arrangements such as,foans or foundation assistance are -
also very limited. Thus, we need to explore ways in which the TJTC can be uséd -
to assist disabled people to‘Brogress notlgnly into a job but also along the

*

tareer ladder. L

IV. CONCLUSION

The American Council of the Blind looks f&rward tb working with the Committee
to develop these and other proposals presented today as the reauthorization of the
TITC continues. Since most working pebple in the United States are employed by

small business, we must focus on how the TJTC can better be utilized by this

1érgest group of employers. We also believe that blind and other disabled people

face unique employment barriers not faced by other individuals who are also members
w v -

of targeted groups. For example, a welfare recipient may not need a sensory aid

in order to perform a job. In add{tion, members of the other targeted grou5§

may have a greater number and variety of jobs to choose from since these individuals
are not restricted in terms of mobility, dexterity, hearing or sight. My p&int,

Mr. Chairman, is simply this: we must continue to explore and to develop ways of"
encouraging employment of blind and other disabled people who face unique barriers
to eﬁploynwnt. Finally, Mr.-Chairman, I think our President summed it up best during
a recert signing ceremony at the White House in which a proclamation declaring the
next:ten years as the decade of the disabfed was $igned. The President said on

November 28 and we wholcheartedly agree "wheflever Ygovernment puts welfare and

charity before the opportunity for jqbsﬂ-it m the mark." ,
Thank you for allowing us to share our views with you today. .
* . ) I ,
( '
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Senator Heinz, Ms. Goodall.

STATEMENT OF PATRICIA GOODALL, TRAINING ASSOCIATE, RE-
HABILITATION, RESEARCH AND TRAINING CENTER, 'VIRGINIA
COMMONWEALTH UNIVERSITY, RICHMOND, VA

Ms. Goonarr. Hello, Mr. Chairman.
I don’t know if I can improve upon that testlmony I would like
to tell you a little bit about our organization and how helpful we

‘have found the targeted jobs tax credit to be.

I am with the Vngmla Commonwealth University Rehabilitation
Research and Training Center in Richmdnd, VA. We are funded by
a grant from the National Institute o Handicapped Research, of

. the U.S. Department of Education. The mission of oun center is to

E

provide research and training rolated to employment of mentally
retarded individuals. At the same time, we are directly involved in
the placement of mentally retarded adults into competitive employ-
ment.

Under previous State and ¥ederal funds, we have placed approxi-
malely 150 mentally retarded adult citizens into 215 dompetitive
Jobs in the communitly during the last 5 years. The availability of
the Federal tax credit for employers who hire the handicapped has
been an extremely powerful incentive to businesses in the commu-
nity to try out a handicapped worker.

Many employers are hesitant to work with the handicapped, but
the TJTC provides them with the {inancial motivation to glve it a
try. Once the handicapped worker has shown that he or she is able
to do the job, the employer has most often become a qatlsﬁed advo-
cate of hiring the handicapped.

Ultimately, the use of the targeted jobs tax credit as a persuasive

tool allows us to more _easily and succeqqfully place handicapped -

workers in the community.

As a matter of cht we frequently encounter employers who spe-
cifically request TJTC eligible employees, and we also know of
many employers who preferentially hire only TJTC eligible candi-
dates for certain positrons,

- Ultimately, this results in the decr&\sé in the number of disabled
persons who are considered a tax butrden on the public through

Federal disability payments and other tax-related support services.

Of the 150 mentally retarded citizens we have worked with, nearly
all have been receiving some type of I*edenal assistance at the time
of placement

We work with moderately and severely mentally retarded adults.
I have a scenario of a fellow here who i1s 26 years old and moder-
ately mentally retarded. His 1Q is probably in the range of about
ol—average 1Q 1s 100. He graduated from a special education pro-
gram and attended an adult activity center, with no real work
training.

When he was taken to a job interview for a pot- -scrubbipg posi-
tion at a local restaugant, the employer was extremely skeptical
that he could handle the job. Although we felt that this individual
could be trained to perform the job successfully, he possessed few
related work skills and was not a strong candidate for the position.

H
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When the employer learned of the availability of the targeted
Jjobs tax credit, he was persuaded to give Joe a try in the position.

He 1s presently entering his third year of employment as a pot
scrubber at this local restaurant. He no ldtiger receives Federal dis-
ability payments, and he is, in fact, the primary wage earner in his
houschold. He performs his job competently, and both he and his
employer are satisfied with the employment situation.

In closing. 1 would like to say that the full effect of the TJTC
Rrogram will be to change the business community’'s attitude
toward hiring the handicapped, and 1 believe that this process has
only just begun and that we really need to extend this program.

Should the program expire, the handicapped worker will ulti-
mately suffer. In turn,~the taxpayer will be called upon to bear the
consequences. '

Thank you.

Senator Heinz. Ms. Goodall, thank you very much.

[Ms. Goodall's prepared statement f'ollow:f]
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Roderick DeArmunt

Chiel Council

Senate Committee on Finance \
SD 219 Dirksen

Washington, D. ¢, 20510 ) /2

Dear My. DeArmant: ~
A .
Attached is a capy of my tLestimony Lo’be presented before the Senate Committee on -
Finance on March 2, 1984, ,
dm with the Virginia Commonwenlth University Rehabilitation Research and Training
Celiter (VCU-RRTC) which is directly involved in the job training and placement of
mentally ratarded i{ndividuals into competitive .employment, Over the past five
years we have placed approximately 150 retarded adults into 215 jobs in the
community. Since we also provide long-term follow-up services to all aur working
clients, T can state that the availability SF the federal Targeted Jobs Tax Credit
(FJIC) program is crucial not only in the fnilial hiring, but the job retention, of
our handicapped workers.

We enthusiastically advocate the movement of disabled persons from recipients of
government disability payments to tax-paying citizens. We bellieve that the federal
TJTC program is an essential part of this trangition by providing an incentive for
employers to hire the handicapped. We sincerely believe that many of our
handicapped workers would not have been given the opportunity to become productive,
tax-paying individuals without the ekistence of the federsd TJIC program.

We urge your committee to support extension of this vital program.

Sincetely,

Patiicia, 4 Asodta |

Patricia A. Goodall .
Training Center

Rehabilitat fon Research &
Training Center
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“Improving the E:nplbyabillly af Mentally Retarded Citizens”

a

.
\

) L .
- vi 36

D s e e .qn‘;....‘

/ R S S




1

RKehabitiaion
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VIRGINIA COMMONWLEALTH UNIVERSITY Center

1314 WEST MAIN STREET @ _Rl(‘,HMOND. VIRGINIA 23284-0001 « PHONE (004} 2571851

. February 29, 1984

Senator John Heinz - 4 R
469 Russell Senate Office Building
Washington, D. C. 20510

Dear Senatur Heinz:

I am with the Virginia Commonwealth University Rehabilitfation Resesrch and Training

Center in Richmond, Virginia. The Center is funded by a grant from the National

Institute of Handicapped Research of the u. S. Depurtmenfgbf Education, The

mission ofs the Cenfer is to provide research and tfaining related td employment of

mentally retarded individualg. We sre algo directly Involved in the placement and
v - training uf mentally retarded sdults into competitiive employment.

Under previuus state and [ederal funds, we have Piuced aspproximately 150 mentally
retarded citizens into 215 competitive jobs in the community over the past five
years. As the person responsible for job development fn the community, I can
emphatically state that the federal Targeted Jobs Tax Credit (TJTC) program has
gteatly sffected uur Success in approaching employers to hire the handicapped.

)
The availability of the fedgrul tax xcredit for employers who hire the handicapped
is an extremely powerful incentive to businegses in the community to try out a /J
hand icapped worker. Hany employers are hesitant to work with the handicapped, but
the TJTC provides them with the financial motivation to give it a try. Once the
haodicapped worker has shuwp that he or she isiable to do the job, the employer has
most ofton become a satisfiad advocate of hiring the handicapped. Ultimately, the
ase of the TJIC as a persuasive tool allows us to more easily and successfully
place hondicapped workers in the community. T -

As this federal tax credit program becomes more widely «ecognized in the business
community, we frequently encountey employers iho specifically request TJTC .
eligible employees. In fact, we know mahy employers who preferentially hire TJTC

eligible candidates. ! C

| .

This, in turn, results in a decrease in the ‘nunbexr of disabled persons who are

cunsidered a tax burdeén on the public through federal disability payments and

other related tay-suppurted services (such as rehabilitative services and adult .
activity centers). Of the 150 mentally retarded individuals we have placed into

competitive employment, nearly all have been recipients of some type of federal

assistance.

&

“Improving the Employability of Mentally Retarded Citizens”
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I believe thnt our Cantoer's axperiences wiLth the use of Lhe federal TITC program in
the competitive employment of mentally retarded persons is representative of
similar programs in the state of Virginia and throughout the entive nation (see
attached statistical informatioh). The following is a typical scenario describing
the job placement of a severely dissbled/mentaily retarded individual.

Joo is 26 yesrs old and moderntely mentally retarded. Since he graduated (rom a

special educalion program at age 22, he has attended nn . adult activity center

where he engaged in such tasks as folding and inserting into envelopes, collating,
\ " and assembly worK, as well as social and leisure activities. .

When Joe was taken to a job ifiterview for a pot scrubbing postion in a local
restaurant, the employer was skeptical Lhat Joae could handle the job. Although we
felt. that Joe could be trained to pexform the job successfully, he possessed few
related work skills nnd was not a strong-candidate (or the position. The employer
wns persuaded tu give Joe a try in the position when he learned about the
avatlability of the TJTC. In effect, during an extended "Lvial" period, the
compgny receives a federal Lax credit dn the disabled worker's wages. This
artangemcnt of [set the risk Lhe cmployer fell he was taking when he hired the
wentally retoarded young man.

Joe is presently entering his third year of employment 'as @ pot scrubber. He no

longer 1ecerves federal disability payments and is, in fnct, the primary wage

earner in his household. Joe Performs his job competently and both he and his

employer are satisfied with the empluyment situation. = : . -

“ Traditionally, mentnllx‘retarded individuals like Joe had little or no chance of .
landing & job in Lhe competiLive morket. The fedexal TJTC program provides the
leverage necessary to help these workers gain entry into comperiLive jobs. As more *
and move handicapped individvals like Joe are given the chance to prove themselveg ..
as capable workers, the full effect of the TJTC program will have been to change
the business community's nttitude townrd hiring the disnbled. This process has
only just begun. 4 -

I would like to Lhank gpu for the opportunity to advocate for the extenston of the
federal Targeted Jobs Tax Credit program which expires December, 1984,

Should this program oxpire, T believe that the handicapped worker will ultimately
suffer; in turn, the-tax payer will be called upon to bear Lhe consequences.

Siancerely,

atucia. 4 )L%OOC(@L(_

Patvicia A. Goodsll
Tratning Associate
Rehabilitat zon Research &
Training Center
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Targeted Jobs Tax Credit information

Obtained via personal communication with David Robison, 48 "G" SW, Washington,
DC 20024; (202) 646-1566. Mr. Robison is associated with a group that is
doing some congressional lobbying in favor of the extension of the TJTC.” The

group is: Committee for Employment Opportunities, 1101 Connecticut Ave. NW,
S5th Floor, Washington, DC 20036. 19 January 1984
) Patricia A. Goodall
Statistical information for 1983 Fiscal Year ending 9/30/83: '

***Total TJIC nationwide for every eligibility group:

1,286,947 vouchers issued ¢ ;
431,182 certificates issued ) .

Nationwide for tha handicapped group: B

78,683 vouchers 2
25,412 certificates -

The state of Virginia is in Region II'1, which consists of Delaware, District of
Columbia, Maryland, Pennsylvania, West Virginia, and Virginia.

Handicapped:

Yotals for the Reqion:

115, 786 vouchers
36, 776 certificates

8,331 vouchers
2,482 certificates

)

Totals for Virginia:

33,203 vouchers
10,340 certificates

2,168 voughers
822 certiificates
o

2

Handi¢apped:

By other qgroyps:

Youth {60% of total): ,536 certif
Veterans: 453
+ . Ex-Convicts:- 124
Handicapped: 822 ",
| CETA: 4 v
General Assistance: - 34 -
$SI Recipients: ) 14 "
AFOC Recipients: 1,161 "
Summer Youth: 592 "

Virginia has less than one-third of the total '
vouchers issued for the Region, but has almost
one-third of the certificates issued.
Virginia has a better percentage of vouchers
that become cextlflcates than any other state
/ in the Region.

.

“Improving the Employability of Mentally Rejarded Cuizens™




Senator Huinz. Sister Judith.

7 N
H'l‘A TEMENT OF SISTER JUDITH SCHLOEGEL, C.S.)., EXECUTIVE
DIRECTOR, LEEOQ, WASHINGTON, DC

Sister Junrrn, Good afterpoon, Senator Heinz. .

My name is Sister Judith Schloegel, and I am the executive di-
rector of an ex-offender employment program known as “libera-
tion of Ex-Offenrders - Through Employment Opportunities,? or
LEEO.

LEEO is a Washington, DC, community-based program funded by
the Washington, DC, Private Industry Council and designed to
secure qu1table employment for male and female ex-felons.

To date, 318 companies in the Metropolitan Washington area
have hired LEEO participants. Six hundred and forty-four training
and/or job opportunities have been secured for ex-felons.

There are angestimated 4,000 unemployed ex-offenders on the

streets of Washington today. The TJTC 1s a significant tool in their-

Job placement. Seventy-five percent of those referred to LEEO have
less than 12 grades education, have less than 3 months work expe-
rience, most have children, all have been convicted of serious felo-
nies. The obstucles they face in a competitive labor market within
a city plagued by high unemployment demand employer incentives
if suitable training and/or job opportunities are ever to be secured.

Of the 664 placements through LEEO, 269 placements have been
made with companies who hired ex-felons on condition of recexvmg
the tax credit. .

On behalf of the thousands of ex-offenders seeking employment
. today as well as for the 600,000 persons currently incarcerated,

many of whonm will be released over the next § years and need em-
ployment for a successful transition back mto sémety‘ I strongly
urge that the TJTC be extended.

I offer four important reasons for this 5-year extension:

One. The TJITC is a viable incentive in encouraging prospective
employers to train and/or hire job-ready ex-felons.

Two. The TJTC provides the unskilled, inexperienced ex-felon
with a tool by which he or she may approach a prospective employ-
er with a sense of credibility.

Three. The cost of eitendmg the ’I‘JT(‘ is far less than the outra-
geous cost to America’s taxpayers for incarcerating thousands of
persons who would themselves, if hired, be taxpaying, contributing
_nfembers of society. - o

Four. Chief Justice Warren Burger has introduced the model of
factories within fences. Prison industry would train and prepare
persons for the world of work, thereby easing the current tension
of inmate idleness within the institutions. Job placement would be
expedited, thereby reducing the serious condition of overcrowding
within the prisons.

The targeted tax credit, used creatively, could be one of the most
significant factors in the future development of prison industry in
the United States.

Thank you.

Senator Heinz. Sister Judith, thank you very much.

[Sister Judith Scrloegel's prepared statement follows:]

o,
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SUBJECT: SENATE SUBCOMMITTEE HMEARING ON TRE TARGETED JOBS TAX CREDIT
TESTIMONY RY: PR. JUDITH SCHLOEGEL, C.S.J.

> -

-

Good afterncon, Senator Haing ;nd Membears of the Subcommittes. .My name 18
Dr. Jddlth Schloegel. 1 am a Roman Catholic Siater and the Executive 61r-c[or
ul an -¢x-offender vmployment péogrnn, Liberatiun uf Bx—offkndtr; Through Employ-~
ment Opportunitles known ss LEEO. .LHHO is a Washington, D. C. Codmunity-based
rprugram funded by, the Washington.D.C. Private Industry Council, designed to
gsecure svitabie employment for male and female ox-felons. The sexvicgs provided
thcough LEEO includer thorough screening; compreheneive Job rendinesa; pre-
umployment counseling; job development; job placemeut; and & one-yeac period of
foliow up supervision aud supportive :’ruices. Sinco I bagan the program in 1977,
over 5,000 ex-felons hsve requested job ssslstance. To date, 218 companies in
the metropalitan Washington avea have hired LEEO participonts. 715 teanining
and/or job opportunities have beaen ‘secured. The cost per participant is less
than $1500. per person (cowpared to $16,000. to $40,000. to incarcerate one
person for one year) and the vecidivism rate is less than 101 (compared to a
national estlmate of 70X.) "
. . . .
The Targeted Jobs Tax Credit (TJTC) is desigued to give*an ex-offender “who
nqedo a break the chance to become & productive uike—enrner". There avre an
estimated 4,000 uneuwployed ex-offendexra on [h: atreets of Washiwgton, D.C.
today. The TJTC {s s significant tool in their job placement. 75% of those

tefurred to LEEO: have less than 12 grades education; have less than thres

€
.{qon[hs wurk experience; most have children; all have baen convicted of sperious

clonics. The obstacles they face io a conpetl[ivo 1abor market within a city
plagued by gygh,uncmploymen[ demand cnployc}—lqcentlven {f suitable training
and/or job opportunities mve to ever be secured. The TJTC is auch an fn-

centive. 1 0Of the 775 placements through LEEG, 269 wvere made with companies who

hired, gx-felons on conditfon of rec&gying thia tax.credit., Among these busi-
edlare: the Marxiott Corporation; the Singen Aerospace and Maripe System;
the Truland Corporastion; Unified Schlcel; the Bureau of National Affairs;
Fort Myer Construction Company; the Washington Coﬁ@tn;lon Cen[ur;Annd the

«
¥ Shirley Contracting Corporation. I quote two employers who spink to the fmport-

_é ance of the TJTC, 1) Mr. James layes, Personncl Managar of Macro Systems:
-

“1 could not have readlly‘plnced employes without the Targeted Jobs Tsx Credft.
t ht;/{¢¥bu my compsny to glve ewploymani opportunitles to Ludividuals vho

:j‘l o C

woGl nq( havg been glven'a chance otherwise.’

L3
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DATE: . March 2, 1984 %
SUBJECT: . SENATE SUBCOMHITTEE HEARIRG OR THE TA%CETED JoBS TAX CREDIT

TESTIMONY BY: QR. JUDITH SCHLOEGEL, C.S.1.

.
2) Mr. ¥red Xramer, Personnel Speciallet of the Marrlott Gatewuay flotel: Y
have been Luvolved with the TITC program sigve July, 1981. During this tfime
I havk discovered that tha program {e very beneficial to both the empioyer
and applicant alilke. From an emplojer's point of view, .,{especially In a pro-
{it-orlented Iundustry), tax broaka are greatly appreciated. But the TITC
program also glves a feeling of amtisfactlon thac goes along with ft. When
hlr{ng an ex-felon or handicapped i{ndividual, ve are tuk}ng R chance. Now-
ever, wheu they turn out to be valuable employes, which wmany have, ve galn =
great deal of satisfaction. Sowma of these employes may not have been given

the chnance If it had not been for the TITC ?rogran."

On behalf{ of the thousanda of unemployed ex-offandera seeking employment today,
P

a8 well as for the 600,000 personsg currently lucarcerated- many of whom will

be relcased and nced eaployment for a auccessful transition hack into sotliety~ ,

1 strongly urge that the TITC be extended.

IMPORTANT REASONS FOR THIS EXTENSION INCLUDRE: ——

1. The TITC is .a viabie incentlve In encouraging prospective gmployers to

trufn and/or hire Job-resdy ex-falons.

i Fhe TJTC provides the vneklllird, inexperienced ex-felon with a tool by
which hue/she may approach a prospective caployer with a senac af

credihilfty. ' ) N

3. fhe cost of extendlong the TITC Le [ar lesa cthan the outrageous ¢ost to
America's tax payers for iucarcerating thousaude of persons who would

themnelves « Lf hired -~ be contrlbu:lni. tax-paylng cltizens.

Chiof Justice Warren Burger has Introduced th: wodel of "Factorliam .

within Fencea”. Prison Industry would traln snd prepare pereons for

the wortd of work, theraby easing tLhe current taneloa of inmate tdle- -
ness ult‘ih the fnntltations. Job placament would be expedited, there-

by reducling the sorlouw condition of over-crowding within the prisones.

The Targeted jobs Tax Credit, usad creatlively, could be onu-of the woet
significant factore An the future development of prison {tiduntry {n the

United Statea. . ¢ )

- '
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Senator Heinz, Mr. Kirk. 4 -

STATEMENT QF CLAUDE KIRK; JR., DIRECTOR, VOCATIONAL
SERVICES, HABILITATIVE SYSTEMS, INC., CHICAGO; IL

Mr. Kmrk. Mr. Chairman, it is a privilege and an honor to come
before you today to present my testimony on the extension of the
targeted tax credit. ’ :

My name is Claude Kirk. I am director of vocational services for
Habilitative Systems, Inc., a human social service agency in Chica-
go. We are a not-for-profit rehabilitation agency serving the inﬁgr
city of the West Side of Chicago. We deal with all disabilities and

have a wide range of programs, ranging from school children to °

formal job training programs. _ .

In my capacity as director of vocational services, it is my respon-
sibility to establish job training programs for the handicapped and
for the economically disadvantaged in my service area. This is an
area where unemployment exceeds 18 percent and there are virtu-
ally no community resources to ameriorate these conditions. In my
capacity, I have seen first hand the benefits the targeted jobs tax

credit has provided to the people whom 1 s¥ve.

- Among our programs is one in which/we manufacture disposable
pillows for Amtrak and several airlines. We have a sheltered work-
shop located at 415 South Kilpatrick in Chicago, where these pil-
lows are made. The people we hire to manufacture these pillows
are predominately hard-core unemployed who qualify f/'or the tar-
geted jobs tax credit in several categories. . ’ o

., We also operate a program where we provide basic job readiness
training. The pool of employees who complete this training are re-
ferred to a number of large and small businesses who have been
encouraged to hire them because of the existence of this credit. I
believe that more opportunities exist today because of the availabil-
ity of the To I'C Program. _

One year ago we began an on-the-job training program with the
Chicago regional office of McDonald’s Corp. Participants in this
program, which we call- Mcdobs, are disabled,-economically disad-

vantaged, or often both. They undergo an extensive training pro- "

. gram in nearby McDonald’s restaurants for.a period of 2 to 8
months, depending on their partigular disability. This training con-
sists of their working one-to-one with a McDonald’s employee who
serves as a job coach to learn bagsic job skills and the various duties
associated with employment in a McDonald’s restaurant. Once the

<

AN

training is completed, they become employees of a McDonald’s res- -

taurant and are mainstreamed into the McDonald’s workforce.

I wish all of you could attend oné of the graduation ceremonies
for a McJobs class and see them réceive their silver spatulas for
their efforts in front of their parents, friends, and peers. McDon-
ald’s recently received an award from Governor Thompson for its
role in this program. ) ' oo
I truly believe that while these activities would st¥l be supported
by employers, the presence of the targeted jobs tax credit gives
them an additional meaningful economic incentive to train and
_ hire disadvantaged people. _ ”

~ - “¥
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I further believe that we have only begun to understand and use
this program, and that it will hbecome more effective as employers
and others Tearn about it. For ‘this reason, I urge you to extend it
by enacting 8. 2186 for § yeard, so that arganizations like Habilitp-*

, tive Systems and employers will use it to the benefit of the disad-
vantaged who want and need employment. o

Thanks for this privilege. _

Senator Heinz. '{')‘han_k you very much, Mr. Kirk. ' -

[Mr. Kirk’s prepared statement follows:]

!
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« ’ " CTATEMENT BY - Sl
. Claude Kirk, . N
. Director of Vocational Services for Habilitative Systems, Inc. . f
\ . March 2, 1984 P
- ON TARGETED JOBS TAX_CREDIT . . )

¢

. | X

Mr. Chairman and members of the copmittee, it is a privilege
and honor to come before you today to present my testimony on the
" extension of targeted tax credit. . . v, "
My name *is Claude Kirk, and I am Director of ‘“Vocational
Seyvices fox  filabilitative Systems, Inc. a human/social service
cy in Chicago. We are a not-for-profit rehabilitation® agency .
servjing the .inner city West Side of Chicago. We deal with all '
disakilities and have a wide-range of programs, ranging from school
- - children t¢ formal job trajning programs. - . v,
' ]

In my capacity as Director of Vocational Sefvices, it is my
responsibility to establish job training programs for the handi- -
capped and for the economically disadvantaged in my service area.
- © This is an area where unemployment exceeds 18% and where there are

virtvally no community resources to ameliorate these conditions:

A
.

In -m§ capacity, I have seen first-hand the benefits the
Targeted Jobs Tax Credit has provided to the pedple whom I serve. *

Among our .programs .in one to manufacture dispogable pillows
for Amtrak and several airlines.. We have a sheltered workshop
located at 415 S.-Kilpatrick.Chicago, where these pillows are made.
fLhe people who we hire to manufacture these pillows are predomi- W
nantly hard-gore unemployed who qualify for Targeted Jobs Tax .
Credit in seéhbal categories. ®

We also operate ajProgram where we provide basic job readiness
training. The pool of employees who complete this training are
referred to a number of large and small* businesses who have been
encouraged to hire them because of the existence of this credit. I

v believe that more opportunities exist ‘today because of the avail-~
ability of the TJTC program. :

One. year ago we,i egan an on-the-job, training program with the N
Chicago Regiona) Off of McDonald's Corporation. Participants in
this program, which we call *McJobs", are disableq, or eccnomically
disadvantaged, Qr often both. They' undergo an extensive training .,
program in nea;§y McDonald's restaurants, for a period of two to
three months, ‘depending, on their particular disability. This
training consists of their working one-on-one with a McDonald's
employee who serves as a "jbb coach" to learn basic job skills and

* the various duties associated with employment, in a McDonald's .
restaurant. ’ . o

<
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Once the training 'is completed, they become employees of & .

McDonald's restaurant and are mainstreamed into that McDonald's
workforce.

I wish all of you could attend one of the graduation cer-
emonies for a “McJobsg" class and see them receive a silver spatula
for their efforts, in front of their parents, friends and peers.
McDonald's recently received an award from Governor Thompson for
its role in this program. :

I truly believe that while these actiVities would still’ be
supported by employers, the presence of the Targeted Jobs Tax
Credit gives them an additional meaningful economic¢ incentive to
train and hire disddvantaged people® ’

I further believe that¢we Jhave only begun to understai\( and
use this program and that it will become more effective as employ-
ers and others learn about it. For this .reason, I urge 'you to
extend it by enacting S. 2185 for five years, so that organizations
like Habilitative Systems and employers will use it to the benefit
of the disadvantaged who want and need employment.

.

Thanks for the privilege of appearing before you tqﬁd?ﬁfto
discuss Lhis vital program. . -y /

Senator Heinz., Mr. Brown.

.STATEMENT BY LARRY BROWN, PRESIDENT, 70001 LTD.—THE
- YOUTH EMPLOYMENT CO.—WASHINGTON, DC

Mr. BRown. Mr. Chairman, thank you for the opportunity to tes-
tify. . -

1 am Larry Brown, President of 70001 Ltd.—the Youth Employ-
ment Co.—but I also represent today the 29 member agencies of
the National Youth Employment Coalition. : )

I appear before you to lend strong endorsement to the proposed
extension. . . oo .

For the past 14 years, 70001 has beén preparing a very special
gs{roup of young people, high school dropouts, for the world of work.

ince 1976 we have been able to place 20,000 high school dropouts
into jobs with private employers. We, achieved this success, despite
enrolling youth who face serious-obstacles to employment. The tar-
geted jobs tax credit is a powerful incentive and an invaluable tool
in our efforts to place disadvantaged youths. -

Putting these youngsters to work certainly requires a well-de-
signed and well-managed training program, but still these youths'
represent a risk to the potential employer. The risk equates to cost,
and the targeted jobs tax credit can often serve as the determinate
which mitigates that cost. :

With that background, I am pleased to offer you four recommen-
dations: .

The first and most obvious is to pass the 5-year extension. The
strongest argument I can make to support the.extension i5 that it
will finally send State administrating agencies the message that
the TJTC is here to stay. Currently, inconsistent State administra-
tion is the biggest barrier we face to effectively utilizing the credit.

Furthermore, a 5-year extension will add consistency to the tech-
nical implementation of the targeted jobg tax credit. Previously,

N
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each year's extension confused employers and certifying agencies
through the abgence of IRS guidelines regarding employer liability.
' Second, extension for 5 years will preserve the targeted jobs tax
credit for the Summer Youth Employment youths. The summer
credit becomes particularly important this year, as most of our
major cities face huge Federal cuts in funds available for Summer -
Youth Employment. Formerly, {unds were targeted to urban areas::
but under the Job Training Partnership Act the same number of
youths will beé served, but funding will favor rural and suburban
areas. As a result, it is important that incentives such as the TJTC
be available in our cities. -

v Third, 1 encourage you to encourage coordination between the

targeted jobs tax credit and other employment training activities.
Currently, many of our national employment training programs
don’'t work in coordination with each other. I recommend that in
order to encourage coordination, what you do is encourage the
State employment services to allow community-based organizations
to certify youngsters eligible for the targeted Jobs tax credit.

Fourth, I encourage you to expand the targeted Jobs tax credit to
include 16- and 17-year-old high school dropouts Currently, 16- an
17-year-old youths are only included if they are enrolled in State-
certified cooperative education programs. It is an unfortunate irony
that if these 16- and 17-year-old high school dropouts were enrolled
in school, and presumably better off, they would be TJTC eligible.
But because they are out of school, measurably more unemployable
and at greater risk, they cannot benefit {rom the targeted jobs tax .
credit. - .

On behalf of the hundreds of thousands of young people served
by the members of the National Youth Employment Coalition, I
thank you for the opportunity to share our recommendations.

Few of us would disagree that young people will form the founda-
tion of our national defense and the quality of our American life,
but millions are in danger of being permanentl¥ left behind if the
are unable to attain education, training and work. The targeted
Jobs tax;credit is an essential resource in our ability to provide it.

Thank you. i '

Senator Heinz. Mr. Brown, thank you.

[Mr. Brown's prepared statement follows:) a
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M. Chairman, members of the Subcommittes, I am honared by the
cpportunity to testify today on the matter of extending the Targeted
Jobs Tax Credit (TOIC) for an additional five years. I am Larry Brosm,
President of 70001, Lbtd. — The Youth BEmployment Company, but I also
represont today the 29 member agencigs of the National Youth Bwployment
Coalition. I appear before you to lend strong endorsement to the
proposed extansion and to applaud Chairman Beinz for introducing it.

To provide a perspective for my. recanmendations, please pemmit me to
tell you a bit about 70001 and our history of training and placing
disadvantaged young pecple exclusively with private employers.

For the past 14 years, 70001 has been preparing a very speciai groap of
young pecple — high schodl drcpouts — for the world of work. Sinoce
1976, when 70001 organized as a private public service corxporation, scme
20,000 young high achool dropouts havae been placed into jobe with
private employers. This figure represents 80 percent of those who
camolete training.

Wa achieve this success despite ‘enrollipg youth who face sarious
cbstacles to employment. Most of the young pecple in the 57 programs in
the 70001 network are 18 years old or younger, -from minorit;y groups and
female. Almost one-third are parents and 7 percent have more than cne
child. {More than 30 percent are from families receiving AFDC payments;
half are from families in which neither parent graduated from high
achool. Eight;y percent  read belcw a ninth grade lavel ard many are
functionally illiterate. Few have aver held a job for more than two
monthg and more than a thixd have never been gainfully employed.

How, then, did 70001 place more than 1,500 of these young pecple into
jobs last year? One important factor is the strony private involvemant
in all phases of the program. Through ouxr National Business Assoclates,
more than 60 major corporations and assoclations provide wvaluable
guidance, direction and finahcial support. ILocally, hundreds of
‘bugsiness men and women advise program staﬁf.
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vy The Targeted Jobs Tax ‘Credit is a powerful. incentive and invaluable tool
| in 70001's effoxts to place disadvantaged youth. Putting these =~

youngsters to work certainly Yequives a'well designed and well managed
training program but still these youth represent risk to a potential
employor. That risk equates to cost and the TJTC often can sexve as the
detarminant which mitigates the cost.

It is no exaggeration to say that without TUIC, 70001's task of placing
youth would be immeasurably more aifficult. Let me pffer sam examples :

¢

. In Indianapolis, 90-95 percent of participants are TITC
aligible. Among the employers there who have taken
advantage of the tax credit are the Eli Lilly Campany,
the Hyatt Regency hotel,!L.S. Ayers Department Stove,
Kiwanls International, and Pizza Iut. At the Hyatt
Regency alone, seven graduates from 70001 have been hired
with the aid of TUIC. All started wark earning $3.80 per
hour. .

° In Wilmington, Delaware, 85-30 perdent of the partici- el
. pants are TIMC-eligible and sevaral employers activaly

F4 cecruit them. These include Wilmington Drygoods, the

city's major’ retailers and American Scrap Metal Co.

TUTC is a major jcb placement tool in the other 55 programs in the 70001
notwork. But JTIC's impact is best i1 lustratef in human terms. Allow

-

me to share with just two examples:

@ In er, Pennsylvania, 2l-year-old .Iouls Lowe
= carpleted his' 70001 training and was hired by Reystone
Seneco, Inc. at a starting salary of $5.25 per hour. WUis
employers says TJIC was a mejor factor in the decision to
hire Louis. Se¥en months after starting woxk, Louis has
already earned ona raise and is in line for a promotion ' .
to machinery maintenance supexrvigor.

en
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°  Dan Staples of Indiannpolis, had beer jcbless for two
years when -ha enrolled in 70001. As a Vietnam-era
vetaran, be was eligible for TTIC. Midwestern Tree
. Experts hired him claiming the tax credit’ in the proceas.
quDgniaearnir\qngoqualmintMMIc-éepartrmnt
and hns married.

Ve o .
Tlnseamjmtmoottrnmwthommﬁs_ofmn,uﬂ/mﬂphwe g
bezome active participants of the Amarican workforce after being trained .
by the member agencies of the National -Youth Employment. Coalition and i
Oex:tified for the TJTC. N

With that background, I’am pleased to share with you the Coalition's
- specific recommendations.

REOOMMENDATIONS

1. Pasa the Five-Year Extension < : '
. ' ’ <

70001 and the Ooalition strongly support the five-year extension

contained in 8.2185. We are not alone. FPvery year since 1980, the

Mninistration has proposed elimination o! TIC. Yot, every year more

than 90 percent of the Serite has voted to extend the tax credit. -

The stmﬁest arggnent I can make b?support the extension is that it ‘l_"
will finally send state administrating agencies the messaga that the ¥
TIIC is here to stay. Oxnmtly, i:mmittmt state administration is ;
the biggest barrier we face to effectively utilizing the credit. This
is partly result of there being no incentive to institutionalize the
certification process, A five—year oxtension will provide the
.inoentive. ..

Furthermore, a five-year extinsion will ald comsistency to the technical
implementation of TJIC.  fPreviously,~“ each year's axtension confused
etployers and certifying agencies through the absense of RS guidelines
* reqarding employer liability and technical” changes in sich items as - -
) retroactive certification. A five-year extension would solve these . )
preblems and encourage wider participation. . . ) K
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9(‘ Preserva The TJIC for Summar Youth Bmploywent

F

The Summer Youth Targated Jaobs Tax Credit is an innovation emcsed last

year. Tt worked and worked well. In its first test last summef
\

hundreds of 70001's employers hired youth because of che TJIC. ‘The

five-yoar extension will persexve this important summer resource.

The summgr TJTC becoms a particularly important tool in 1984 as most of
our major clties face cuts in the federal funds available for summer

Sadd youth employment averaging 13%.

a

v

The cuts outlined below are due to arshift in allocation fonmilas

prméted by the Job Training Partnership Act. Fommarly,

mhdi were

beavily taigeted to urban areas. Under JTPR, the same mumber of youth
will be served, but funding formulas fuvor rural and suburban akeas.
This m—diatribution cf ammer Jcbs mney begins this somex. s a
result, it is 1nport:ant that incentives duch as TIC be dvailable to
maintain the level of summer employment cpportunities in cities. Active
' promotion of the summer TUIC in these cities could draw in encugh
participation by private employers to substantially offset these cuts.

Smmer Youth Brployment Programs*
Pederal. Funding nvaifopnicy

T
{IN MILLIONS)
Service Delivery Area Summar Difference % Difference
1983 1964

pixmingham, AL $3.86 263 15123 <32

ile, AL 1.7 1.47 - .29 - 16
_ Los Angeles, CA 12.34 11.51 - .83 -7
pueblo, CO .364 .692 +,.328 + 90
Bradgeport, CT 2.67 1.70 - .97 - 36
flartford, CT ) 1.70 1.65 - .05 - 3

"
<

', *Congressional Record,” Vol. 130, #13,  February 8, 1984.
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Federal Funding Availability (con't.)

New Haven, CT T1.33

1.17 - .16, - 12
Jacksonville, FL 1.90 1.50 ~ .40 -2
Tampa, FL 1.26 .997 - .263 21
Des Moines, IA 1.08 1,07 - .01 -
Chicago, IL 24.08  12.70 -11.38 - 47
Indianapolis, IN . 3 90 -2.40 - 1.50 -39
W , MA 911 946 +2035 b4
Baltimore, MD 5.40 4.50 - .9 - 17
Ann Arbor Avea, MI 1.70 1.40 - .30 - 18
Minneapolis, My 1.424 .885 - .53 - 38
Kansas City, M0 _ 2.20 1.90 - .300 - 14
St. ILouls, MO 2.85 1.80 . -1.05 -7
Butte Rural c7{> Mr ; .26 40+ .14 + 54
New York, NY 30.30  24.30 - 6.0 -20 .
Cleveland, O 516  2.99 - 2.17 - 42
Columbus, OF, 2.50  2.40 - 10 -4

courage Coardination Betwem TITC and Othex: Employment
aining Activities

- 3

I recommend that the subcommittee encourage coordination between TJTC
and, the Job Traihing mmemm'p Act by providing comminity-based
oxganizations the athority to conduct certification o!.' TTITC eligible
participants. "

Such a mandate would be one more step toward creation of a truly unified
system of employment training. TJIIC, JTPA and vocational education —
the three main components of our current job training system — were
created and continve to cperate in a public policy void, Each program
has similar cbjectives and all Prepare, train and place the economically
dina!vantaga: and the handicqmped Yet, ;rofeasionnls in these three

Frograms often labqr in separate vineyards. w.lt:h Oongreasional vision

and leadegship, we can bring about a mease of coordination among these

valuable programs and begin building a conprehensive national policy of
urployment training. .

3
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The current lack of - coordination is most propounced in tJﬂm The
summer joba program for example, has yst to forgs linkages with
agoncies vital to its miccess, especially the Pmployment Service, which
is responsible for vouchering and certifying TJIC eligibility. Having
little axperience in dealing with ydith and overburdened with other
responsibilities, the Employment Saexrvice.has 8o far not done a good job
of reaching and recruiting youth for the summer jobs program, nox has
the Prployment Sexvice "sold” TJIC to employers.

76001 recamends "thnt the Bmployment Service be exm;ruged to allow
community agencles (Such as 700b1) to conduct the vouchering of
potential TJTC-aligible youth' as part of the nommal intake process. At
o our program in Jamestown, New York, for lae, the assistant director
of the Poys Club vhich administers the program has been licensed as a
QOJTC cortifier. As a result, all youth who enter 70001 are certified on
the spdt if they are eligible. Client certification is a time-consuming
process easily handled by agencies that provide employment training and
related scrvices to youth. - Such decentralized procedures  would
streamline intake and cartification for disadvantaged clients, as well

as service providers.

4. Bxpand TJIC to Include 16 and 17 Year-0ld High School Drcpouts

Streamlining '{.‘J‘IC procedures is important, but axpanding éligibility for
certain out-of-school youth is even more* so. I am speaking in
particular about eccpomically disadvantaged high school dropouts who
participate id training programs sach as 70001, OICs of America, and
others, especially those listed in the Job Training Partnership Act.

Congress had the cpportuhity last session to move in this direction

through S.900, a bill sponsored by Sen. Beinz to.support OIC.

Including all commlity~based organizations would be an aven more )

positive step, reaching into thousands of commnities. Currently, to be
TTIC-eligible youth in employment training programs must ba 18-19 years
old and econamically disadvantaged, or 16-19 years old and enrolled in a

state certified cooperative education program. Youth aces 16-17 are -

O

LRIC




u

- : eligible ouly for the mmmer jobs program, It is an unfortunate irony
that If these 16 and 17 ysar old high school dropouts fhre enrolled in
school, and presmably better off, they would be WIC eligible. But
because they are out of school, nmmrably more unenployable and at
greater risk, they cannot benefit from the TITC.
N -

AN The following statistics fm.— October 1981 fran the Brploymant and Train-
%% ing Report of the Pregident clearly portray the « ddeproport icnate
repreadntation of dropouts smong the unemployed:

Unemployment Rates

Graduates Dropouts
white 17. 1% ' . 29.0%
Bldck 53.5% 73.1%

.

w . ¥ A

!

Furthemmore, the National Canter for Pducetional Statistics reports that
20% ofthe}txnx;peoplehhoente’rtheninthgradeacrosshmaricawill
never graduate, a 3% increase in the last ten years.” One million youth
a year are leaving school and Aspira. reports that 80% of the Hispanic
ycauth in New YO]':k City néver graduvate. - N

Lack of educationaliattainment is not only reflected in the unemployment
rates but also impacts earnings for years to come. . The following are
some  important figures comparihy annual mean earning of males and
females* based on levels of educational attainment.

( N . MALES . FEMALES
¢ 8th grade or leqs R $ 10,244 T § 5,149 .
: Some high school - 12,0337 5,701
High school grads 15, 900 8,063
Completion of 4 year#%ol lege- *26, 970 12,979
¢
o ‘Based upon Bureau of Census “Consumer Incame” tablae 48, Bducation and
» Total Money Earning Persons 18 years old and over, Current Population
Repoxrt series, P 60, No. 13%
- - ,
- o
. \ -
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=
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Insti tute.l 1980.
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Congress has made coperative education one of the categories where 16
and 17 year old youth are eligible for TJTC and more than half of all
certificdtions have cane from that category*. .mfoxtumtely, too few
oconmically disadvantaged youth stay in school and even fewer enroll in
cooperative education programs.

when the youth do dropout, they end vp in programs such as 70001 and
OIC; programs very similar in design and intent to cooperative education
programs. In fact, 70001 was originally a demonstration oject of the
Distributive Bducation Clube of America -(PECA). Yet, 70001 and other
training and educaticn programs ha%e never been officially recognized as
cooperative education efforts. As a result, 16 and 17 year old dropouts
enrolled in our programs cannot avail themselves of the TUTC.

We implore you to erase this artifical distinction and grant TJIC
aligibility to 16 and 17 year old out—of-school youth enrolled in work
rexlinees and education progroms.

Conclusion

On behalf of the hurdreds of thousardls of young people served by the
members of the National Youth Brployment Ccalition, I thank you for the
tpportunity to share cur experience and reqcnnerriatxons Few of us
would disagree that young pecple will form the  foundation of our
natignal defense and the quality of American life, but millions are in
danger of being permanently left behind if they are unable to attain
education, training and work. The TJUTC im an essential resource in our
ability to provide it.

I applaud Senator Beinz's leadership @md our young pecple in
Pennsylvania sppreciate his participation as a 70001 Congressional
Asscciate.

70001 and the National ‘touth Fmployment Coalition stand réady to assist

;,'(:u in whatewer way we can.

Thank you.

wpatting the Targeted Jcbs Tax Credit Back to Work, " Northeast Midwest



Senator Heinz, Mr. Ethridge. ¥

STATEMENT OF WILLIS ETHRIDGE, DIRECTOR OF REHABILITA-
TION TRAINING, NATIONAL = ASSOCIATION OF THE DEAF,
SILVER SPRING, MD -

Mr. Eruripce. Mr. Chairman, we thank you for the opportunity
to speak before you this afternoon. .

I represent the National Association of the Deaf. I am the direc:
tor of rehabilitation and training with the association. '

The association has been in continuous existence for 104 years.
We are the largest handicapped consumer organization in the
country. B

We support the continuation of TJTC, becatiise through our use of
1t in our rehabilitation and training program and in oyr plagcement

#efforts, we have found that employers have become more and niwre
open to this tool to provide opportuntties for deaf and hearing-im-
paired persons to prove their skills and their worth as valuable, de-
pendable employees in their businesses.

[ did a quick review of our case files and some followup, and T
found that those we placed back in 1978 through the use of this
toal, had a retention rate of 70 pereent of those who were placed at
that time. They are still in the employ of the companies in which -
they were placed.

I shall not drag this out this afternoon, since it is a Friday after-
noon. I shall simply say again, we strongly support and urge the
passage of this bitl.

Senator Heinz. Thank you very much, Mr. Ethridge.

[Mr. Pimentel's statement, delivered by Mr. Ethridge, follows:]

e
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The National Association of the peaf (NAD) is a consumer
organization representing the social, educational, legfslative,
‘anq/kcoqomic interests of hearing impaired persons’in<this
country. The NAD was astablished in 1880 and has been in
continuous existence for 104 Years. We are the oldest and

-

largest haaficapped consumer organization in the country,

representing a hearing impaired popula£10n of 16 million

citﬁzans. Our membership consists of persons ffom.all over

the United States including affiliated State Agssociations in -
all 50 states and the District of Columbia.

Our work includes, but is nol limited to: ensuring that
deat Citizens.enjoy the same rights and privileges that all
American citizens are entitlea to; elimination of discriminatory
o .
practlices against deaf people through Ongoing-support'of our
Legal pefense Fund; advocating for improved programs of
education, Gocationnl training, and social, mental health,
and rehabilitation servicaes throughout the country; serving
as an information clearinghouse on-deafnass; and publishing
books, and a newspaper and magazine davoted to deafness-—
related topics which have nationwide circulations.

Spec;fically relevant to the proposed Targeted Job Tax -

Credat. Bill is our major in-house effort in the area of

fehabilitayion {ﬁ%}trafﬂinq of deaf and deaf/multiply-handicapped



individuals.
‘ In keeping with the Naéional Association of the Deaf's
concerns for the educational and economic interests of deaf
persons, we established a Rehab*litation and Tralning Program
in 1977 within our Home Office located in gilver Spring, L
Maryland. We provide direct services to deaf residents of
Montgomery and Prince George'g Counties, Maryland and the
District of Columbia. This program was designed to be the
model for other localities across the country.

A profile of clients we have ser‘ed indicates as many
as 60% were having difficulty in making the transition from
high school to t?e job" market. The remainder of the clients
were chronically unemployéé because of a) resistance by ' a
employers te hire persons with communication problems and
b) lack of understanding by our handicapped clients of their
responsibilities to employers.

- The philosophy of the program is to build upoﬁ)the \
strenqths of clients; Job training skills in clerical areas ¥
and m;il handling skills aré provided.. These classes are
instructed by skilled deaf persons who have succeeded and who
now serve as role modelé for clients. Client counseling,
placement., and follow-up services are provided.

In 1980" services were expanded to include Vocational,

Evaluation and Work Adjustment Training. It was also in 80

that the program was duplicated at our Branch Qffice in

Aruitoxt provided by Eic: .
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Indianapolis, Indilana. The overall program has been serving
240 deaf clients annually. ‘

During the first three years of operation, 80 to 95%% of
our clients were placed in competitive unsubsidizad
employmént. It is projectad that the placement rate for 1984
will be no less than 80%.

We also established and worked jointly with our affiliated
State Association in Massachusetts in tg; operation of
Developmental Fvaluation and Adjustmant Facilities (D.E.A_F.,
Inc.), a vehabilitation and psychological services center
for deaf and ha?ﬁ-of hearing residents of the New England,
area.

Because of our determination to ensure that our deafl
citizens are given évery possible opportunity to enter the
Job market in this country, I am beforae &ou to support.
continuation of the Targeted Job Tax Credit which paséaqe»of
5. 52815 would ensure. We ask that authorization be for a
winimum of five years. Our support is based upon tha
experiences of our NAD Rehabilitation and Training Program
stﬁff menbers who have been involved in the job placement of

deaf clients with various companies in the private sector.
Insechieving job placements, our p{acement specialists

have utilxzeé the Targeted Job Tax Credit as an incentive
for employers to provide opportunities for deaf applicants

N



’p/ to prove their skills and value as loyal, dependable
employee?. The majority of placements achieved through the
Targated Job Tax Credit incentive with these companies would
not have baen accomplished 1f it were hot for this incéntive-
It should be noted that we have used the Targéted Job Tax

~

Credit with both large and small businesses.’

Uhemployment rates of deaf people run to 100% higher

%‘than for the general population with
’\Through follow—-up to placemeAts and review of client files,
we have found a retention rate of 65% for deaf clients _

placed through the Targeted Job Tax Credit..
N
‘the goal of the Federal/State Vocational Rehabilitation

Act Buppgrted by Congress is to assist disabled American

. .citizens to take their place in competitive, unsubsidized
employment. The Targeted Job Tax Credit has proven Lo be
a positive force in opening more businesses for Sob.
placements with clients.who are deaf or have other physical
disabilities. Clients placed through our Program at the

National Association of the Deaf have been for the most

part former recipients of SSI, SSDI, or other formg of

public assistance. The cost effectiveness of the Targeted.
Job Tax Credit in the case of the clients wa have placed
has been extremely high. The end beneficlary has been the

taxpayer. The clients placed, rather than continuing as

recipi§§2s of welfare or othex forms of public a3sistance,
have become taxpaying citizens. .
For the above reasons, on behalf of the National :

Association of the Deaf, I urge your support of S. 52815 for

a period of five years.

ERIC !
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Senator Heinz, You all have presented a very broad sweep of ex-
traordinarily helpful testimony, and I take it that cach of you have
found that the program, as you have experienced it and seen it
work, is successful. Is that correct? Is there any disagreement?

[No response .|

Scnator Heinz. The record will reflect that there 1s no disagree-
ment with that.

But there are some people who have criticized the program by
saying it’s discriminatory. 1 suppose that anything that is targeted,
In a sense, 1sygoing to be discriminatory; but it is saying that those
people who make this charge say that the program 1s unfair be-
cause 1t gives people who are eligible for the targeted jobs tax
credit an unfair advantage over those without, given all other
things being equal. Would .anyone like to react to that accusation?

Yes, Sister Judith? . )

Sister Juvrth ScHLokGEL. Well, in tegard to the ex-felon, 1 have
two points:

First, it costs the taxpayer $16,000-40.000 to incarcerate a person
for 1 year. The cost of an incentive to employers to bring ex-felons
back into the labor market, rather than the recidivism problem, is
certainly something to be looked at.

Second, most agree that the factors affecting crime are inad-
equate education and lack of opportunity. So, pechaps it 1s just a
latent period in society’s response (o its citizens.

Senator Heinz. Mr. Brown.

Mr. Brown. Mr. Chairman, rather than saying that the tax
credit as constituted gives an unfair advantage, I would argue that
it climmates an unfair disadvantage; it really puts them on an
equal footing.

Senator Hernz, Any other comments on this question? Yes, Ms)
Goodall? '

Ms. Gooparr. As 1 stated before, the individuals we work with—
the moderately and severely retarded—have traditionally been con-
sidered unemployable. We are proving that that is not true any-
more. They are abft to hold down certain Jobs and become produc-
tive citizens. In this way the tax credil is so mmportant to us, be-
cause 1t 1s helping to change utt.i‘ldes oul In the business commu-
nity.

You know, we use the tax credit as leverage Lo gain entry into
these competitive jobs, and once they interact and sce that the
mentally retarded dan hold jobs, it is goinfs to change attitudes.
And I think that is what is important.

Senator Heinz. Any other comments?

Mr. Evarioce. 1 would just like to second what has been said to
my left here, in that it has finally providdd an opportunity for, in
our case, handicapped persons who for their full lifetime have been
dependent upon public revenue from SSI, SSDI, and other forms of
public assistance to care for themselves and become taxpayers.

¥ The taxpayer, in these cases, is the winner, because the deaf per-
¢ sons and hearing-impaired persons who do obtain employment,
' Y

rather than being tax users become taxpayers.
Senator Heinz, Any other comments?
[No response.)



Senator Heinz. Let me ask this: We have had some excellent sug-

\gest.ions; for example, Mr. Marshall recommended that we should

include the medical determination of handicapped as a method,
and made other suggestions.

Should the targeted jobs tax credit be expanded, in %{our view,

anglofgou, to include other groups, and if so, which ones
r. Brown. : . :
Mr. Brown. I would only amplify my comments that I would like
to see you expand it to include 16- and 17—year—§1d high school drop-
outs. Of course, some argument will be mage that that might en-
courage youngsters to leave school, but IFthink we have found
under CETA that youngsters didn't leave for the advantage of re-
ceiving a stipend under CETA, and it is unlikely that they would
leave school for the advantage of making their employers eligible
for a tax credit.

Senator I1igiNz. Do any of you have.any other suggestions?

No response.} .

Senator Heinz. Now, one of the questions that we invariably
must ask ourselves, and we have to ask it because of the present
status of the Federal budget and the large deficits, is: Do the bene-
fits of this program outweigh its costs? And many of you have said
as much. But is there anybody here who would either like to ampli-
fy the points that they made, or is there anybody here who believes
that there isn't proof that the benefits of this program outlweig
the costs to the taxpayer? .

E\]O response.]

Senator Hrinz. I gather it is fair to say you all feel that the con-
trary is true, that t%le benefits do outweigh the costs. Does anyone
want to hazard to what extent—addition to their testimony already
on the record—at this point? We will have other witnesses who will

testify as to this, but if you have wdditional information I don’t &

want to preclude it from being on the record.

Yes; Mr. Brown? ’ '

Mr. Brown. I could simply provide one example:

A younk man in Indianapolis, a Vietnam-era vet is why he quali-
fied,” was unemployed for a 2-year period and has now been em-
ployed for a 2-year period. Presuming even that his employer took
the full tax credit for his first 2 years of employment, that still
doesn’t exceed what he was paid for those 2 years he was unem-
ployed and what benefits he drew.

Senator Heinz. There have been suggestions made so far, but I
want to ask one other question: Are there any other ways that we
could make the program more costeffective and efficient? :

Let me give you one example: Back in 1981, the program was
subject to some criticism because it was possible for an employer to
hire someone and then get that person certified. Now, we corrected

that in TEFRA, as I recollect, and obviously we have dealt with

that problem. )

There is a suggestion that is going to be made on how we can
improve certain .aspects, but 1 wonder if any members of this group
have any specific suggestions along that line, that would make it
more effictent or effective?

I know some of you have mentioned that one of the ways to

make it more effective, assuming that it is efficient, is to give it

. B4
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continuity so that people will not only know about it but the State
administering agencies will learn to use it better, that there will
exist, because people like yourselves, employers, and others create
a public education campaign, and that by virtue of an expansion,
growth of the program, it will overcome some of the original
stigma that seemed . to be attached to-it, which was, the more
vouchers that arc in circulation, the less exceptional it becomes to
have one, and the less of a stigma it becomes, to the extent people
react to it that way.

Are there any additional ideas?

Sister Judith.

Sister Juprtn ScHLOEGEL. Under the Jobs Training Partnership
Act, which replaced CETA, there is currently on-the-job training
reimbursement to an employer ywho trains. Up to $5 an hour, the
employer recetves S0-percent reimbursement per month. In many
States there cannot be a subsequent hiring with the targeted jobs
tax credit, and the suggestion to make it more efficient, 1 believe,
would be that, if the person completes training with the employer,
the emplover then s given an added incentive of the tax credit
upon hiring. ’

Senator Heiz) Very well. Well, I want to thank all of you for
excellent testimony. You have given us a very strong case, and [
think you have answered the critics of why this program necdg to
be continued. It helps people who really do need help, who have
suffered a great deal of difficulty in discrimination and separation
from the job force, for a variety of reasons. and I thank vou for
helping us establish that record. You have all been excellent.

Thank you very much for being here.

Our next panel consists of Arnold Cantor, Phil Burnette, William
Kolberg, and Jack Bloomer. ,

Gentlemen, would you please come forward to the table? 1 am
pory to ask Arnold Cantor, the assistant director of the Depart-
meut of Economic Research of the AFL-CIO to be our first witness.

Please proceed when you are ready, Mr. Cantor.

-
STATEMENT OF ARNOLD CANTOR, ASSISTANT DIRECTOR, DE-

PARTMENT OF ECONOMIC RESEARCH, AFL-C1O, WASHINGTON,

DCACCOMPANIED BY MARK ROBERTS .

Mr. Cangor. Thank you very much, Senator.

I am ratyer cold and lonely in this room in my position. 1 would
ke to introfluce my colleague. Dr. Mark Roberts.

Senator Hemnz, I that would make you any less cold or lonely,
by all meays.
. ror. It has, and it will. Thank you, sir. T

The AFL-CIO recommends that the Targeted Jobs Tax Credit be
allowed to expire as scheduled on December 31, 1984, We have scen
no evidenee that the program has in fact generated any new jobs
notr has been of particular benefit to the target groups; rather, evi-
dence shows that employers have received windfall tax benefits for
domg what they would have done anyway, and there s consider-
able potennial {or job substitution and job displacement.

The main indicator ol failure and waste has been employers
claiming credits retroactively for persons already on the payroll.

65 | ’
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According to one study, 80 percent of certifications were retroac-
tive.

Another problem is that the hiring of a targeted group member
may mean that someone else may be unfairly denied a job because
he or she is n%)t subsidized, and there is mugh more ihtense compe-
tition for available jobs among those in the target groups.

Again, we have seen no evidence that employers actually exparnd
their payrolls to accommodate additional workers from targeted
groups.

In an analysis of our own on the most recent addition to the
target list—Summer Jobs for Economically Disadvantaged Youth,
aged 16 or 17 on the (Sm‘ing date—showed that summer employ-
ment for the 16 and 11 year olds resulted from additional jobs in
government and in private heusehold service, not.areas entitled to,
the credit. Unemployment rates for the group as a ‘whole fell
roughly in line with the overall movements in the labor force, and
black youths, one of the prime target groups, did not share in the
general improvement in unemployment rates that did begin.

Finally, Mr. Chairman, I think the most wnportant issue here is
that the evidence of the need for jobs and the need for solving the
problems of the unemployed isglear but I do not think that evi-
dence is in any way a justificatibn for the use of a jobs tax credit.

We yield to no one in our commitment to full employment for all
who are able and willing to work, and to the proper training of
workers with special needs; but we are convinced the Targeted Jobs
Tax Credit Program is the wrong route, and it should be promptly
discontinued. .

Thank you. :

Senator Heinz. Thank you, Mr. Cantor.

[Mr. Cantor’s prepared statement follows:|
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STATEMENT DF ARNOLD CANTOR, ASSISTANT DIRECTOR,
DEPARTMENT OF ECONOMIC RESEARCH . :
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS,
BEFORE SENATE COMMITTEE ON FINANCE, SUBCOMMITTEE ON ECONOMIC GROWTH,
EMPLOYMENT AND REVENUE SHARING
HEARINGS ON TARGETED JOBS TAX CREDITS ANDG S. 2185 .
| MARCH 2, 1984
5. 2183, introduced as the Job Opportunity Act of 1983, 1s a bill to extend
the tife of the Targeted Jobs Tax Credit program {1171C) for another [1ve years :
to December 34, 1989.

The AFL-CIO recommends that lh('t]"')'[(' be allowed to exprire as scheduled
on December 3L, §984. There is no evidence that the program has generated any
new jobs or been of particutar benelit to the target groups. Rather, evidence
shows that employers received windintl tax benefits {or dom}g what they would
have done anyway, and (h(’l:e ts considerable potential for job substitution and

* displacement. Moreover, as the "target" group expands, the competition for
avatabte jobs among those in the group heightens.

I tts present form, the program basically dates from 1978 when tax credits
tor husinesses hiring workers i seven "target” groups were wriltery into law. In
peneral, these groups inCluded certamn categories of assistance recipieats,
handicapped persons, ex .convac ts, Vietnain veterans, and econoin:cally
disadvantaged youth. T'h(‘ credit 1s equal to 50 percent of the first $6,000 of
wages paid tor the first year of employment and 25 percent in the second year.

|;1 1981, mvoluntaridy terminated CETA cmployees were addcél; and 11 {98
credits were estabhished for businesses hining cco;wmically disadvantaged youth ~~_
Ages 16 and 17 tor summer jobs. The ¢ edit for the summer job group is 85
pereent of up ta $3,000 of wages paid in any 90-day pectod between May 1 and
September 15, ‘

Thus, the basic approach has be::n in place for about s1x yeats. The
exprrence with it has been lar from satisfactory, and the program has been

subject to considerable abuse. .

ERIC
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One of the main problems in the past has been that employers were able to
clalm credits {ot persons who were already on the payrolls or who were hired

without regard to the availability of a tax credit. One study produced a finding
e 13

that on average about 80 percent of certifications were retroactive, - employers

tured first and sought tax certifications latc: for anyone on their fayrolls who,
happened to {it into onc of the targeted slots. Such a result i
benefit to the warkers involved and simply produces a tax dfalt for the
employer at the cxp(>;'\sc of the general public.

The 1981 legislation sought 1o curb these effects by requiring that all
eligible job applicants must have their job service vouchets in hand before they
begin work, or as one critiL: put it "to) hang a medajlion around an applicant's
ncck that 5:zxys 'l am one of sevef targeted groups.! i/

The prospects-of continued use of the program under thy reformed
provistons we;c thought to be considerably diminished by some experts. A New
York City consulting {irm that had charged fees {or interviewing company
emnployees to dcl‘crminc TITC eligibility and get c:'\\ployc('s cc:'tilicd
retroactively, called it "a deliclous Ca_tch 22 His Lirm hnf] certified nearly
1,000 individuals for 5C0 clients since 1978, Under the new law, he predicted
that a {irm that “ysually interviews today and hires tomorrow will either have to
change tts hining practices in order to wait for the focal job service agency ta

interview and certify~chgible employees, or not to participate in the program at

a2/

YFrank Swain, Smali Dusiness I\dminisralion, as quoted in BNA Daily Labor
Report, September 20, 1982,

2/Roy Johnson, President of PCS Reports, as quoted in BNA Daily Exccutive
Report, August 19, 1981 ®
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We do not know whether the situatich has actually worked out this way.

A The Labor Department has aggressively promoted fe program, at least in some
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areas of the country. List August, the Department's information service issuegd
s } > -
a relgase concerning the opgration of the program in New Orleans in the summer

of 1933 in‘bch'al! of the hotel industry. }t_ recounted how the local Employment

Secutity Service area manager was sending a team of staffers each week to work
4 .
with the major hotel personncl olfic‘cs_. “"Employce applications to the hotel and

TITC certificatigns are completed at one time in one place, saving time for both

applicant and cmploycr.“y : . n

This kind of operation is probably not available to'all employers as it

- -

obviously involves additional money, staff, and effort on the part of the

. “
Employment Service.  Many of these employees would have been hired in any

»

event, 1§ the hotels actually needed extra workers for their summer tourist

3

trade.

- Another probiem is also involved: the hiring ®f a "turgc'tcd group" member

can mean that someone else may be unfairly denled a job, because he or she is
¢

ndt subsidized. The same Labor Department release about TITC in the New
t ) ,
Qrleans hotel mdustry quoted a Hyatt Regency staffer as stating that "given two
J
qualified applicants, the Hyatt will hire a TITC-eligible person first in those

service-ortented positions ppen.”

it takes

-

Ihe possible irapacts of disc imipatory hiring of this kind -- where

'pl(\‘cc -- are highlighted by the surfacing of proposals in the Congress to add

— ) :
more "target" groups to the program, 3uch as the aged, individuals living in areas

3u.s. Departinent of Labor, "A News Suminary for Hispanos,” Week of August
29, 1981, :

‘-
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of high uncmployman-t, and persons who have exhausted uncmployment insurance

benelits. “Fairness” might require an ever-longer list.

Writing in 1982, Robert Tannenwald of the Federal Reserve Bank of Boston
concluded that "to the extent they are cifective, targeted subsidits enhance the

employment of soine groups only at the ¢xpense of others. An expansion of the
rolc of targeted subsidies would encourage such displacement at a tipne when

el . . - .

unemployrnent is at its highest rate since the Great Deprcssxon."'i/

The main impacts of TITC thus involve cifher windtall tax benefits to

cinployers for workers they would have hired anyway, or the hiring of subsidized

individuals in preference to those without subsidies. There i also a possibility of
. S, : A '
- actual displacement of current employees in favor of those who carry tax

a~

credits. -

-

We have learned of a situation where an auto parts plant in Michigan,

which had laid off a major portion of 1ts work force, recently began recafling its

workers as productton resumed. Some of the less senior workers, however, had *
. L4 ’
technically lost their recall rights under the union Contract. When rehiuring

began, they were almost.all replaced with ipdividuals who carricd tax crédits

under the TITC program. As can well be imagmed, this has caused a great deal
‘ n
of gric{ and outrage for the ex-workers who were thus shoved aside.

We have scen no evidence that employers expand thew payroils to

accommodate additional workers from targeted groups. Rather, staffing tevels

arc kept consistent with the basic requisements of the bysiness. The one

4/ vAre Wage and Training Subsidies Cost-Cifective? -- Some Evidence {rom
the New Jobs Tax Credit," New England Lconomic Revicw, September- October
1982. T

-
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program that '\*oup,hl fo condition tax credits on nxreased employment has been
generally acknowledged d’s.a fatlure (the "Nu;w Jobs" Yax Credit of 1977 asd
1978). v

An a'nalysm of our own on this point (see pages 7, 8, and 9 involves :q\e
most recent addition to the "target” list -. summer jobs for x‘conomically-
disadvantaged youth ages 16 or 17 on the hiring’ date. The credit s a
“supersubsidy” of 85 percent of up to $3,000 of wages pawd ‘betwcen May I and
September 13- 1t ficst went into effect for the summer of 1983.'

By comparing labor force and employment figures for 16 and 17 year olds

for the months of May-September 1983 with the same months of 1982, we came @

. R
1o the following CA( lustons:

L. Additional summer employment for 16 and 17 year olds between 1982
Ay

and 1983 came not from the private wage and salary sector, but from additional
M -
jobs in government and n private houschold service.

2. Unemployment rates for this group, as campared o a year earlier,
began fatling only in July, in tine with the overall movement of rates {orathe
labor force as a whole.

3. Black youth, ages 16 and 17, did not share in the general improvement
n unemployment rates that began in July. Their rates worsened as compared
with }982.

-

We are very much troubled by the prospect of the contmuance of a useless
set ol employer tax credits in behall of targeted employee groups. The list can
only grow longer with time as pressures develop, possibly involving cvenlarger
credit¥ and more waste of the taxpayers' money- The present program costs, in
terms of lost revenue to the Treasury, are already estimated at over $1 billion a

year. In light of the enormous deficits now being ancurced in the federat budget,

. \ :
TITC 15 a program which can very appropriately be dropped.

n

71 4
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. . . B
As a fmal commentary on the [.ﬂobiems of employment, I am submitting f"'
the record a copy ef the most rcccr‘\t statewent <;X the AFL-CIO Excc‘"utivc
Council oﬁ "The National Economy” 1ssued on F;bruary 20. The AFL-CIO yiclds

4 . a
to no one in its commitment to full employment for all who are able and willing

3 .

to work and to the proper training of workers with speciat needs. But we are

conyinced that the Targeted Jobs Tax Credit program is the wrong route. 1t

should be promptly discontinued. | N ,
®
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EMPLOYMENT OF PERSONS AGES 16 AND'17, SUMMER 198 AND 1983

TABLE | shows basw population and labor force figures for both the tol‘al
population and for youth agcs.lﬁ and 17 for each month May-September 1983 with
compatisons fur the same months of 1982,

In the 16 and 17 year old group, the population was lower in each month of . :
summer 1983 than it had been a year earlier. The population diop produced a
smaller fabor force in 1983 with gcncn&lly lawer fevels of both employment and
u:u:mploymcn(. only partly offset by increased labor {orak: participation rates 1n
June, July, and August. {In May and September participation rates were shf;rply
fower than in 1982 and aggravated the l'iﬂ)m force decline in !h(‘yse months.)

Unemployment sates for all y()ut.hs ai;es 16 and 17 were higher in May and
Junc of 1983 than in the same months a yeag earfier. Beginning with July,

: however, rates dropped below year carlicr levels. As shown i Tf\BLE 1, this

trend was the same as for the labor force as a whole. 1
£ »

<

The pattern for young bjacks in the ages 16 and 17 group was distinctly

dilferent. Unemployment rates fell below 1982 rates ©only in the single month of « 2
»

'

June. - .o

TABLE 2 shows employment changes by, type of industry between summer
: . s
1982 and summer 1983 for 16 and 17 year old workers. . )

: . )
-
As noted for TABLE |, employment levels generally®dropped, redfctng
antle > ’

population drops. How(;vcr, TABLE 2 shows that the declines foryprivat¢ wage
#nd salary emplo}mcm ex¢eeded the overall decline {for ecach month of the
period, &pecially in June, July and Augtist. Th(- of{sets to the employment drops
m the private payroll sector came precipally from mcereases in jobs in

povernment servic e and in private household service.
. P

(Separate data are not avaitable for Black yauth.) \
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Total Fopuletion

May
wilne
July
Aug.
Sept.

Age 16 ang 17

May
June
July
Aug.
sept.
Age 16 ana 17

Black ©nly

Hay
June -
July
< Aug.
! Sept,

SOURCE: U.5. DEFARTMENT OF

-
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173,953
174,125
174, 306
174,440

17,600

-

7,418
oy

7,358
3,334

7y 3z

1,098
1,09,
1,089
1,086
1,08

o

~

SIVILIAR NONILSTITUTICLAD IAJ)ULATIOE ATD LABOR FORCr, SWIEK

o]

(KUMBRES 15 THOUSANLS, LG0T SEASONALLY ADJUSTED

£

2 Labgr Fgrce Enploved Unemployed
Cnange Caunge . Change Change

from (282 1982 from 1982 1983 from 1982 1983 from 1982
+1,927 110,306+ 294 99,543 - 414 10,765 +808
+1,935 113,383 +],P14 101,813 +1,130 i1, 87 168
+1,942 113,980  +1,454 103,273 11,783 10,707 -329
+1,929 113,578 +1,691 103,167 41,390 10,411 -72Q
+1,912 112,197 41,651 102,366 12,515 7,81 -86*
/A 2,869 - 409 2,12 - 33 i )
- 345 3,885 - 9¢ 2,7 - 138 1, 1.8 v
- W2 Ly240 - 172 3,276 - 110 gm - &1
- 327 3,843 - L 3,059 - 8 8y, - &4
- 3 2,808~ 2, 2,170 - 105 £87 =137
DAL 238 - 3 11 2 127 -1
- 25 AT+ 5 +154 4l 223 123
- 2 L7604 7 268 4 208 -+ 3
- 25 38 - 28 A, - 2 ¥ - o
- 25 201 - 52 83 - A4 188 - 8¢

»

ABOR, Employment and Earnipgs $§onthly issueg)
& \‘L\\\ Q‘ 7 -

[y

fas o

LS

“et.. of Pop.

[

Fe

of Labor
in Labor Poree Force Unernployed

1982 1982 387 1987
ks
63.43 &2.97 9.87 9..%
5.1 64,8 5.2 9.2
65,4 08,3 9.4 9.4
05,1 £4.9 2,2 2.6
&4.7 B0 v g.e 9.7
WL gziie 08.9¢ Tony
52.& T4 Me 2Lt
A7 (57, 2.9 23.3
52,4 52.0 0.4 243
W6 u0.2 232 25.9
F1.8% 21.51 53.1% 53.1¢%
4.5 289 3.2 65,0
L3, L2 % I W
13,0 3.7 (0.2 3.8
1.6 729 58.7  49.8
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TAMLE 2 EMPLOYMENT OF YOUTH aGE3J6°AND 17 BY TYPE OF IKDUSTRY, SIPAER 1982 AND 1983

PRIVATE -
WAGE & PRIVATE
' TOTAL SALARY TOTAL HOUSEHOLD
2 : T
1983 Hay 2,125 1,6 219 209
June 2,736 2,102 634 298
July 3,270 2,434 837 319
Aug. 3,059 2,351 707+ 288
. Sapt. 2,170 1,803 366 200
Change from
982 May -339 ~342 + 4 +19
June ~-138 =245 +106 +50
- July -110 -176 + 67 +15
Aug. -8 -156 + 76 +39
Sept. -105 ~122 + 17 + 9
SOURCE: Y.S. DEPARTMENT OF LABOR, Employment and FEarnings (Monthly issues)
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Stafement by the ATL-CIO Uxecutive Counad
on

The National Economy

February 20, 1984
Bal Harbour, FL

The unrealistic budget and economic policies of the Reagan Administration

L
threaten the soundness of our economy f{or years to come. Continuing high federal

deticits are pushing up already .hiigh real interest rates and may soon tip the econoiny into
yet another Reagan recession.
2 The deficit musibc reduced by stronger economic growth, increased federal

revenues and lower milltary expenditures.

.Fundamental issues for working men and women - - jobs, {airness, and a future
\
with opgortunities for all --are pushed aside by a President who places re-¢lection above

the wrgent need-to-fake actiqlxx these issues.
- AR
President Reagan's supply-ide trickle-down experiment has faded. It is thne to
face reality by restoring adequate tax revenues, returning the corporate income tax as a
inajor contributor of thesc revenues and closing loopholes that allow the wealthy to
escape their fair share of taxes. The rapid build-up in military expenditures must be
curbed and the destruction of domestic programs must be stopped,
Giant budget deficits raise interest rates, which in turn curtad pubhic and private
a
job creating investiments and price homes out of the reach ol most warkers. High interest
cates contribute to the overvaluation of the dollar, which prices 11.S. goods out of foreign
L]
markets and encourages a {lood of imnports that undermines domcsli{ employment and
production.
> N
A year after the bottom of the Reagan recession, 9 million Americans are still

of ficially unemployed, 1.5 million "discouraged” workers are no longer even counted

among the jobless, and almost 6 miition workers who want full-time jabs arc working only

. . ’ \ )
’X
1
| ‘ T .
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pact-tune. In January, there were one milhon inore unemployed than when Reagan took
oftice, and two intthon more than four years ago. The buying power of the average

waorker’s paychecloss Jower than in 1979 More Amertcans are living in poverty today than

. . . It
Aalany tune since poverty statistics were hirst compited in the mid-1960s.

. Jobs, fairness, and opportunities for the {uture reman key ssues for America’s
. warkers and for the nation in 1984, -
Healthy economic gruwth based on sound manetary, fiscal and industrial revitali-
zation policies are necessary eleinents of full employment policies. To achieve progress
toward full employment, rebuild the economy and help workers and thewr communities, we

support the following measures now pending before Cangress:

-

1. The industrral pohicy bill (H.R. 4360}, which would set up a high leve!
Coundit on Industrial Cormpetitiveness and a Bank for Industrial Compe-
titiveness to make loans and loan guarantees for modegnizing and revi- :
talizing Ainerican industry.

2. The House-passed community service jobs bill (HLR. 1036 & S i1811Y),
which would provide public setvice jobs for worlcers who cannot {indl
work in the private sector.

3. The public works bill (H.R. 2544}, that would help reconstruct the
nation's basic infrastructure, including water and sewer facilities,
highways and port facilities, and other public works which stimulate
private, jobh-creaning investment aTd economic activity.

i :
4. The plant closing bitl (HLR. 2847), which would provide some protection
for workers and local communities when industries shit down or move.
1]

>. The House-passed domestic auto cohtent bhitt (L.R. 12342 & S. 707), to
assure a steony 11.5. auto industry and additional trade legislation to
provide relie! for other impacted industries.
Vairness
The Reagan Adomnistration has undecmined many statatory protections through

Adnunistrative actions and has crppled enforcement of labor standards, civil rights,

women's rights, occupational salety and health, environmental safeguards, consumer pro-

Q :
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-~
tections and long-standing anti~trust restraints on corporate power. To regtore some
element of fairness, major changes inust be made. Only the election of a new Presidént
wHl restore proper admmistration of these basic statatory rights and safeguacds. But
Congress also has a responsibility for oversight af Administration actions and for cnacting
additional worker and consurier protections. [ 4
'
The tax giveaways to the wealthy and carporations yoacted in 1981 must be
o
teverséd. A progeessive incomne tax based on ability to pay must remain a fundamental
prnciple of the tax system. New pioposals to hecapmore of the burden on workers
. ) g
through such regressive devices as valug-added taxes, consumption taxes; and flat-rate
income taxes must he rejected. Congress should adjust the tax schedule to cap the last
mstallinent of the Reagan tax cut $700, which would recapture $6.9 Lillion in 1985

revenues, and repeal-the costly indexation provisions of the 1981 Act, which would

recaver anether §6.3 billion. Corporations, whose share of the taxhurden dropped from
~

20 percent in 1960 to 10 percent in 1983, inust bear their fais share. Tax subsidies for the*

overseas aperation of LIS, multinational corporations must be curbed thraugh elimination
- '\‘
of foreign tax credits and deferrals.

The only major revenue proposal of the Reagan Administratioh 1s to tax the health
: i
insuz anc of workers and thewr familics. The AFL-CIO will strongly oppose this proposal.
a

Congress has before it a number of bills that we believe would enbance the farr
.
.

treatment of the nation's citizens. Therglore we support:

{. The House-passed healthrcgde protection for the uncmployed
(H.R. 3521). This bill would crcate a modest program of health care
for the une mploy(-d and their families,

2. Cost-containment legislation to fight inflation in the health care
industry while protecting wages, benefits, and other contractual rights
of heatth care workers and including special protections for public
hospitals, However, we will opposc {urther cutbacks in essential Medi-

e ;
care and Medicaid health care services.

-

: .78
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The National Economy

3. Encegy price cegulation (1.R. 2154 and 5. 996), the “Naturaf Gas
Consumer Relief Act” to pratect consumersfrom the monopoly powel
of natural gas producers, 3s well as the House-passed restrictions on
the export of Alaska Oil (H.R. 3231) 10 assurc that Alaskan oil is used
for American consumers.

4. Legislation along the lines of H.R. 100, to end discrimination in
pensions and msuyance. While that discrimination rests first and fore-
most on \Dr)mrn workers, it af{ects the entire family through diminished
benefits Al increased premiums.

5. Consumer protections on telephone rates and service with adequate

i protection {or telephone workers and their pension rights.

6. Worker and union protections in bankruptcy cases to prevent corpora-
tions [rom trying to escape thew obligations through phony bankruptcy
proceedings. Consumer and warker protections must be provided in
any bankruptcy reform legislation, such as FLR, 1147 and 5. 333.

)
7. Legislation (H.R. 1743 and S. 1679) that would prohibit companics
which viotate the National Labor Relatlons Act {rom recciving federal
;, contracts for up to three years. i

The Vuture

In addition to jobs and (airnc;:',\"\mcrica's working people want a sccure future, a

»
decent retirement, hope for education and opportunity for thew children. To enhance the
<

future of the nation's citizens, new, strong national leadership is required.
Congress now has betfore 1t legislation which would make a start toward these

goals. We support:

1. Adequate lunding for the Elementary and Secondary Education Act, '
for vocatlional education, for Adult Basic Education, for student loans /
and grants, and for other post-secondary and highcr-cducation
programs. We oppose President Reagan's schemes for educational
vouchers and tuifion tax credits as destructive,of public education and
oppose block grants as ine{{icient and ineffective methods of gnding
Proven prograsns.

2. More {unds for training and retraining of adult woarkers, particularly
those affected by industrial dislocation.

. 3. Adequate protections for pension rights. The single-employer pension
plan termination nsurance programn must be strengthened to
(a) provide strong disincentives to termination of pensions plans by :
requiring solvent emnployers who terminate pension plans 1o be respon-
sible for the full amount of accrued benefits of plan participants, and

[RIC - 9 e
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(b) curtall the ability of employers to dump unfunded pension hab:hlics
on the Pension Benelit Guaranty Corporation. We will oppose atternpts
to modily.the MultisEmployer Pension Plan Amendments of 1930,

. S

The AFL-CHD 1s convinced that the nation can move toward fupl cmployment,
‘ A

s
restore fairness and build a better tomorrow for ourselves and our Ehildren. The program
. /
we have outlined wifl move the country toward these goals and at the sane time reduce
- . .

. - the federal deficit by slimubating the economy and raising necded revenues.
'

Congress should start to deal with these issues now, but anly with the election of

A new Administration can these principles be achieved.

s

Attachments: Background Paper
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o
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Background Paper im The National Economy -

-

The  Adimupustration  proposes 10 © inucease
deliense nutlays m 1935 to §777 bathon, an increase
of % percent.

-

Thes Cannat has catted dpe cedacing aeat
tlefense spenibing mcresses o a range of 3 o
7 pegcent, members arging that  the
mcrease be hebl o the tawer end af the range or

with  soine

belaw,

Savngs trem this fowered  defense  spending
would e 57 1o S12 bithon in the tust year, with
substantiatly greater fature years,
assummg an flation rate of Spercent.

reduc tions n

To pay Jor real increases i delense spending,

we have supporied a progressive surtax _k-nod on
corporate e andivalual incomne  taxes, plus an
addinional tax onincome currently sheltererl. Such
Psartax would raise S12 tilhon to 17 billson in the
first year,

A aumber of the programs that the AFL-CIO
calls Iar would pravide (or increased expenditures.
But to the extent that people are put back to wark
undes thesa programns, they would become 1ax-
payers rather than revipients of unemployment
compensagiir or e some rases weifare benelits.
Fach one-pervent  rediction of  anemployment
raises  tax  revenues by about 529 bilhon  anid
reduces outlays by S5 hellion. *

cstimates for the
AL-CHO

Pollowing  wie the
detarled progrsins
reconnnendations:

badget
spelled ous i the

The Industial Policy Act (H.R. #360) would set

process for  deahing with  pulustrial
issues through a new Council on Indus-
ol Comnpetitivene ss, whose cost wouald be small,
The Badk for Industnal Compe titivenesy  would
have o {ededal authorization for $8.3 bilhon 1n
federal storh ' subscription inade  available over
several yrars,

Hpoa new

[TRATTUTYINS

The Commmamty Service Tobs Act (1L, 1036
amd  SOI812) ralls for an authorization ol
S ihan 1o employ people in commumty service
wirk who ¢ annot Gind tobs 1 the private sector |

The Pabhic Works Act (FLR. 2544) would carry
an antharczation of 1.2 bitlien 10 help reconstiact
the natron's basic l‘nh.nhu('(urc, including water
and sewer {acihities, h.ghways anrf port ‘4\(’]“!!(“'
and othrr publus worls which stimulate prvate,
job-creating investment and cconomic ar tivity.

The Plant Closing Act (LR, 2847} would have®
|$xll(- budget tmpac t; 1t would require employers to
plovide advance notice and some basic protections
for woikery and local communities.

The domestu- auto content bilt LR, 1234 and
S. 707} woald have no measurable Lbudget outlays
but would assure continued extensive U,S.auto pro
dudc tion, N

g

the Health Care Protection Dl (HLRR, 1521)
calls for authorization of $1.8 billian a year for
cach of two years to provide health insurance
roverage lor the unemployed,

The health care cost cantainment legistation
wouli save the federal goverument

81

S1billion. We oppose the President's ralt for
ruts of SL.1 bithion in Medicare and $).1 Lillion
in Mcdicad.

The energy bitls, women's pension and
msurance protec tons, consainer and worker
protertions in telephone, and ¢ ansumer  anig
worker protections i bankruptcy have hitth-
budget unpact, but provide substantial worker
and consumer safeguards.

We are opposed to the President's <alt for
cuts of $200 million v gutharizanon oy
elementary, secondary and vocational cduca-
tion and for cuts of 5900 million m Nigher
education loans and grants.

We are opposed to the President's rall for
cuts of S(‘Odgmlhon n employment and train
mg prngram‘s.

There 13 a saving to the govvrmnrnl m ouy
proposals tor 1improving the single-employer
pension guarantee program.

In addition, the ArL-C10 has proposed a
second rollback of the personal and corporate
ncome tax reductinns enacted o 19810 and
the closing ol some earher corporate tax Inop-
hotles, which wonld add up 1o an estunated
S$49 bullion In additional tax revenues in fiscal
year 1985,

This s st a partiat recapiure ol the
S163 budtion an revenue 1oss that o curs an 198%
as A result of the 1981 Tax Act. Congress
made o start i 1982 10 corrert thas revenue
shortfall problemn.

Additional Federal Revenues
From AF1 -CIO Yax Proposals

Fiscal Year 1983

’ m Bitlions
$700 Cap - - Third Year S o
Repeal Inflexing 6.2
Toam "Savingy” Exclusions 2.7
Phase Down Capital Gans 39

Scale Dack Estate and Gift
Exclusion

Foreign Tax:

HIse “ha
Delerral 1.0
Foreign Tax Credit 7.4

investment Tax Credits
Nepreciatiun Basis

Adjustinent 1.3
Redure 10% to 7% 7.1
Limit Graduate Rates 20
to Small Corporations
0il and Gas Depletion 6.0
& Lapensing of Diediing Costs
$493
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Senator HeINz. Mr. Burnette.

STATEMENT ()F\{’lllLLlP J. BURNETTE, PRESIDENT, COMMITTEE
FOR EMPLOYMENT OPPORTUNITIES, WASHINGT ()N ne

Mr. BurNerTE. Thank you, Senator Ieinz.

I have some prepared comments for today, but in the interest of
time I will set those aside.

Senator Heinz. Without objection, yom entire statement will be
placed in the record.

Mr. BurnerTE. Thank you very much.

Your office 1s very aware of where we stand on "TJTC. We have
worked with your office before, on the last two extensions, and we
are currently working on this one for you.

Let me take this opportunity to thank you for your determined

leadewhip on this issue. You have our full support on this current:

. campaign for extension, and we look forward to working with you

wll Toxt Provided by ERIC

45 96K O --8d——0
EKC |

again in 1989.
Senator Hemnz. Thank you, Mr. Burnette. 1 want to C()mmend
you for your support and your optimism, which I think ig well

placed.
[Mr. Burnette’s prepared statement follows:]
\
/
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INTRODUCT1ON
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On behalf of the memberstiip of the Committee fog’Employment'Oppor—
tunities (CEO), 1 wish-to thank you, Senator Heinz, and the othcy:mem—
bers of the Subcommitted on Economic Growth, Employment and “Revenue

" Sharing for holding these hearings on Targeted Jobs: Tax Credit {TJTC).

CEO is a group of compahies and associations whose goal is to im-
prove and renew TJTC. It has no paid staff. Individuals have con-
tributed their time and effort for reneval and in support of the latest
fnitiacive, S-218S, wHich calls for an additional S years for Targeted
Jobs Ta% Credit. :

/S ¢ A 3 ' N

HISTORY - ’
e .

The Targeted Jobs -Tax Credit program was implemented in 1978 to
focus employment incentdves on more narrowly targeted groups whose un-
employment rates are traditionally above the national average, i.e.,
groupd fn need of special employmgg;rinéentives in ordér to be con-

_sidaered for employment. In this way, the program dif&é}ed from its

predecessor, the New Jobs Tax Credit (NJTC)-program, which was not
targeted on specific groups and gave employers a credit for hiring above
a "base line" regardless of the economic status of those employed. The
targeted groups,under the TJTC program are primarily the economically
disgdvantaged. .They include youth (18-24), Vietnam-era veterans, and
ex-convicts. In addition,"genefnl assistance and Supplemental Security
Income (SSI) recipients, vocational.rehabilitation referrals, and co-'
operative education students are included in the program.

Fmployers may claim.a credit against theif»income tax liability up
to\QELQOO.OO per individyal in the first yeéf of employment (50 percent
of qualified wages up to $6,000.00) and $1,500.00 in the second year (25
percent of wages up to $6,000.00). e : :

In 1981, the TJTC was jfxtended for one year as a result of a Senatg.
floor smendment dffered by Senators Heinz, Dole, Domenici, Long, and 29
other Senators. The Senate vote was 95-3. In 1982, legislation was in-
troduced (5.2455) by 18 Senators extending the TJTC for five years.
_Thereafter, as a part of TEERA, the TJTC was extended through December
31, 1984. A numbep‘of changes were adopted in both;1981 and 1982 to

. ‘make the credit work more equitably and to prevent unintended results..

O

ERIC
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The 1e§’siation currently ‘beipg considered.merely extends the
credit, as fs, for five more years. The legislation therefote is con-
sistent with the 1981 Senate floor initiative and the 1982 Senate legis-
lation, both of which had the clear support of the Senate. The TJTC has
proven to be an effective incentive to hire, from targeted groups and a
five~year extension provides nétded certainty to maximize the effective-
ness of the program. - -

v
- e

4 DISCUSSION

The AEO has been’very active in recent months in an attempt, nat

" only to encayrage -interést in the renewal’ of TJTC, but also seeking ways

“
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to improve the delivery of .the credit and seeking avenues through which

the credit ¢ould be better utilized by both the unemployed and the

yer. We have had many discussions with gur membership searching
outL idess and discussing problems and have discovered a series of issues

. which we feel need to be digcussed. :

emplo

These include:

1)
2)
3)
4)
5)
6)
7)

-

Income proof for low income youth

Length of extension

Treatment of re-employed individuals

Increase in the lower living standard

Grace period for certification ) v
Increase in the, amount of wages taken into account
Additional targeted groups

Income Eroof for low income youth

A potential employee must meet three requirements to qualify for
the TJTIC: e

A.

B.

C.

Be a new employee who has not previously worked fpr the
company at any time.

Be hired to work in a trade or business. Maids,
chouffeurs, and other household employees do not qualify
for the TJTC.

‘Be certified as a member of one of ‘the target groups.

N

In general, ellgiblllty determination and certification for all

target
Al

+

E.

»

were

wver the limit,

K

groups is accomplished as follows:
The State Employment Security Agency (Job Serv1ce) is the
\de31gnated certifying authority for all target groups’
except the cooperative education group.
The. certification is accomplished through a standardized
voucher system that is used.to identify TJTC eligibles *to
both the employer and the State TJTC Unit for issuance of
the certifications. R - -
Job Service local,offices determine eligibility and issue
TJTC Vouchers to target group members.
A qualified individual presents the voucher to employers
when applying for jobs or a prospective employee can be
referred by a company to the Job Service office for oerti-
ffcation.
When 'an’ ellgible ind1v1dual is hired, the employer takes

the voucher, answers a few simple questions at the bottom,

and.prior to the individual‘'s employement starting date, ,
mails it per instructions on the form.

The TJTC Unit will check the voucher's authenticity and
mail the employer a cert1f1cation within three working .
days. 1

Like other programs, TJTC has depended on self-attesting of income.
At the Job Service interview for vouchering, applicants report income

for the previous six months to detenhine if they are indeed economically
dlsadvantaged ) J

Where family income is involved, the interviewer asks what type’ of
job is held by a family member, and hdéw many of the previous six months
This produces a very good pictdre ‘of ‘whether the ‘income is

worked.

’ 3
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: Most important, the State Bnploymépt Services are required to,audit
,- 10% of the certifications issued in the previocus quarter, Proof 093 R \S»/’
income may be required in the audit, Y ) v .
) » \ N R}
As far as is publicly known, the auditing hag been adequate for 5 '
SR ‘qgnlity control, and has*Shown minimal errd(. . \f“.h
. \
! Last year CEQ started receiving reportsg that the states were 5

beginning to require proof of-incgme for all applicants for TJTC
vouchering. The proof would }HVS?Te\Lax gtatehents or payroll stubs for
all family wage esvnerg-—excepting self-supporting youth. ’
A _ . Y
) {[sers of TJTC reacted with alarm to this projected change. t i 4
Generally it was felt that: ' - . ° o
o - A ﬁarge proportion of youth may be unwilling or unable to prove
<; . income. : ' .
— Most parents may not'agree‘tq state or prove their income. v\
. - *The willingness of new hires to go to the Job Service [
o, vouchering——or the employars to send them—would decline sharply.
—~ Major users might drop odt of the prdgram_gg:her than receive
numerous complaints from new hires or parents. ' W

The “igsue was Wwhether TJIC would be e[[ecﬁively crippled, making an

~ . extension of any length of time unimportant.

CEQO requested and obtajned meepings with appropriate officials
" within the Department of Labor and we were.requested by those officials e
to submit our comments in writing. Me are gurrently waiting for a dis-
position of this problem and look forward tq a positive result.
. 2. Length of extension th. ; -, i
It is felt by our membership that at least.a S-year pxtension is . -
necessary in order for the credit Lo work effectively and busigess to : "\
plan for implementation of the program ®n a longer term &is., The . . .
President's f{iscal year 1985 Budget provides a ope-yedr extension. This .
indicates the Treasury has recognized the credit's #lfectiveness as an .
. easily understood, simplg, private enterprise stimulus. However, the N
_disadvantaged and handicapped within the Largeted\ggoups, the numerous
community action and wélfare organizations, that priomote the credit to
potential employers, and the employers themselves need Lhe cegtainty
thal a five-year cxtension would provide. Without a long-term
extension, the credit cannot and will not reach maximum efficiency and
will even&ually die. No program can endure: piecemeal, short-term ex-

- tensions. }’
k] 5 *

3.  Treatment ol re-employed individuals o . Cow

e

As stated in #1 above of this discussion, the p;?!nLiul'emplofEé,
in order to qualify, must be a new employee who has not previously worked
for the company at any time, The purpose of the provision toe:-limit re~ R
hires was to prevent excessive ''chyrning” of certified iftlividuals., In
roalitv‘it has prevented many individuals from obtaining employment. .
’ . » b :

To.illustrate the problem, below are several actual. case “studies
from the files of companies. This is a particular problem‘in small town

\\ add/or rural areas where cmployment opportunities-%fe linited.

) : o : ’
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. - Robert was first hired by Company A in May, 1978. Late in 19%/8 -
Robert was arresyed and convicted for attemptéd robbery. He spent “Lwo
)dnd,onexhali years in jail for his crime. Later, after being parolled,
~Koyért applied for a job at Company A. Lf Company A had an incentive
N such as the TJTC Program provides, Company A may have given Robert,a’

second chance.. However, Robert was excluded from the TJTC Program be- ¢

cause ol being previously employed. .

. .

—

. . ohn was tirst hired by Comphny B.im 1968 1n the Shipping De> -
partmenr . Recently, John applied again for employment at Gompany B. At
that rime, John was economically disadvantaged. John had been i€ the
Army from 1975 to 1977. Since that time, he had separated froM his wife
and moved around quite a bit with ng steady employment. He decided to
~settle back with his wife and family. -At that time, John had bought a
house and did not have enongh money to make the payments. Hig wife
workod bur her department had not been working a full week fort a long
timg. T ) 4 .

John desperately needed a job to mect™his linancial obligations.

He was declared ineligible for the TJTC Program because -he had worked
for Company B over 13 .years ago. ‘ .

© - Sheila is 21 years old., GShe was interviewed by Company C on
3/29/82.  She has a family of seven.’ She lives with her mother and two

o sisters and one Sister has a child who lives with them and she has two

‘childdent - The mother has been receiving food stamps and hasn't worked
inPsix menths. Sheila worked three summers at Company C while in high
schoot-.  They both receive AFDC for the children. Due to Sheila being a
tehire, she would not qualify for the TJTC Pro§ragk

-

) Y

CEQ would like to syggest some reasonable time period that would .
prevent "churning" but after whigﬂrthose individuals whpwyad fnever been -

certilied previously wopld be eligible. . .
: o~ Y
4. Incrcase in the“lower i&ving sfgndard N
: _ -2y
. The last time Bureau of Labor Standards revised the lower -living'
standard income level was .June, 1982, based on Autumn 1980 through "~ .
Autumn 1981 data. The data was supposed to be revised-in June, 1983,° T
bhut this was not done. Thevefore, the data is almost three (33 years
out of date. ' -

The cconamically disadvantaged criteria for TJTC individuals is sct
at 707 ol the lower living standard. Either the data should be updated
or Lthe percentage increased to more closely adhere to economic realifye

'
-

5. Grace period for certification
T - ¥

. An, individual cannot be treated as’a member of a targeted group
unles§, bc{orcggu: day on which the individual beg{ns work for the
employer, theSqmplaver has cither received a certification thal the
individual is a‘ember of a targeted group or ‘has requested certifica-
rion in writing., N\ v~ ’

. -

_Many targeted 1 dividuals apply for o job and are hired to begin
work the same day. Many times, especially in smaller companies, it
takes a [ew days for a job supervisor to complete the necessary paper
work on these indivfﬁpals. We would like to suggest, at the minimum, a

- ’
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three day grace period for’the'certificution process to he completed.

-t

6. - Increase in the gmount of wages taken into account

Another suggestion is to raise the wuge base from $6,000.00 to .
$10,000.00. Many argue that without increasing the incentive, employers
will simply not take a chance on the higher training costs evident in
the targeted groups. , [t also may encourage the credit usage by higher
paying industries.

-

7. - Additional targeted groups -

A variety of additional deserving groups have been mentioned fpr
inclusion as a targeted group. These include (all econcmically dis
advantaged ): )

AY Temale Heads of Housecholds «
"Households headed by women are the biggest single category
0[ poor people in Americp. .

In 198(7, two out of every three adults whose income foll
sbelow the povgrty line were women. *

Y

* ; Female-headed families nced TJIC assistance more than any other
group. , .

There are some key statistics for this group:
~ Puverty rate for female-headed houqeholds is 45%.
60% are unemployed.
- Almost 40% have received welfare in the preceding year.
- More than half lack high school diplomas. « v
- One-fifth of the women have never been married. . :
- In 1970, abouth 30% of black families 'were headed by
women; hy 198Q, 42% werc. The percentage last yeéar' wad
(. 47% and gllmblng -
~ By compariSon, in 982, 137 of the nation's fdmi]ie .
were headed by single parents, of which 10.27% were women
and 2.0% were men. -
T » — Thus, Tour times as many women as men are heads of
single parent fdmilies.
Moreover, the rate of female-headed families is [ive
times as large ameng blacks as smopg whites. : .

.

TJTC hod suffered from largely excluding the adult disadvantaged

papulation --except for relatively shall members of Vietnam veterans,
« AFDC and welfare recipients, ex-offenders and handicapped. .
® -
Most disadvantaged adults don't qualify because they're 25 or
older. Also, to be eligible under AFDC or, general assistance, one must K
. have rpcatwed wellare payments in the past 60 days.
'
.» Female-headed families would also provide the largesL governmenL
savings —— as 5ub51d1e5 are ended by employment. - ‘
CEQ would strongly support the inclusion of this group.
.\ . S
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:J B) Fogd Stamp Recipients

_ This is a second large adult-disadvantaged group needing
TJTC asststance.

At present, l[ood stamp recipients are not eligible for
TJTC; most don't fit into the existing groups.

. #
To receive food stamps, one must apply to the local welfare
department and mect HHS ‘iocome guidelines. An income test is well es-
tablished.
This cotegory would serve low income adults who truly need
employmenl assistance. .

C) Long Term Unemployed

¥

The definition includes those who have exhausted all
available benefits (federal and state), or who have been unemployed 26 )
wveeks or more, ’

Many people who would qualify in groups A. or B. above
would not have been unemployed for a full 26 weeks, or exhausted
benefits. 5o this is a separate group from the obher two, though with
some pverlap. ‘

D) ©Other Groups

Addlximyﬂ_grodﬁs frequently mentioned include older
workers (over 35, ecdnomically disadvantaged) and unemployment compen-
sation recipients, displaced homemakers and displaced wdrkers. The
latter three have been very difficult to define,

¥

" CONCLUSION

The Tarented .Jobs Tax Credit offers a way out of poverty and job-
lessness for -persons who are economically disadvantaged and who lack the
basic skills or cxperience to compete effectively in the job market.
All too often, such persons are statistically discriminated against,
particularly because of the high cost of labor coupled with lack of ex-
perience. The Targeted Jobs Tax Credit removes that veil of discrimina—
tion by providing incentives to empldyers to take a chance they might
not normally take in their hiring practices. It enhances job and career
prospects for low income people and provides-an incentive for employers
to act according to sélf-interest while accompllshing federal policy
objectives. .

At a time when federal support for social programs is being cur-
tailed drastically, the Targeted Jobs Tax Credit is filling the void be-
cause it strikes an-appropriate’ balance between commitments from federal
government and private industry. Businesses' investments of Ctime, money
and energy to make the program work are being matched by the govern-
ment's efforts to reduce the cost'of training.

" "fTJTC is thé most cost-effective program within‘the federal govern—

-
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fient for creating employment. Revenue foregone as a result of credits
claimed are offset to a lorge extent by the reduction in federal, states
and local tréns[er paymaents such‘ag(;elfare. unemployment compensation,
ete. The Targeted Jobs Tax Credir ﬂ?so_trans[orms the unemployed into
taxpaying citizens. Dollar for dollar,; it is the best vechicle available
to reduce unemployment and the most_eff{icient manner to utilize tax ex-
penditures for the creation of jobs,

The Committee for Fmployment Opportunities commits itself to the
continued existence of TJTC. We appreclate this opportunity to testify
in“behalf of our member organiia;iéns and again extend our thanks to
Chairman Heinz ‘and the Subcommittee.

o

SUMMARY

The Committee Tovr Employment Opportunities i3 a group of companies
dedicated Lo the continuation of the Tawgeted Jobs Tax Credit program.
This credit has proven effedtive ip the employment and retention of the

targeted groups, .

The Committée would like to see the credit extended for at least 5
vears. Also discussed is the removal of burdensome, upfront anqge veri-
fication, easing of. the restrictions on rehires, an crease in the lower
living income standard, a grace period for certifications, an increase
in the amoupt of wages taken inempaccount and consideration of addivion-
al targeted groups. \, N

Senator Hemwz, Mr. Kolberg.

STATEMENT OF WILLIAM H. KOLBERG, PRESIDENT, NATIONAL
ALLIANCE OF BUSINESS, WASHINGTON, DC

Mr. KouserG. Senator Heinz, thank you for allowing us the op-
portunily to appear before you. .

The National Alliance of Business has supported this program
strongly since 1978. We appreciate your strong leadership over the
last several years in support of the targeted jobs tax credit. -

As you pointed out in your opening statement, to have to renew
it three times in the last 6 years certainly does not create the sta-
bility around this program that I think it deserves. °

We strongly support your bill for a 5-year extension. We tHink
employers will see such an extension as a vote of confidence in it
and will come forward and use the program much more effectively.

As I am’sure you are aware, the program has really begun to
take off m this last year. There were 431,000 certifications in the
last year, 33,000 of them were under the new tax credit for eco-
nomically disadvantaged summer yoyth. We see indications this
rear that we may have a billion-dollar? program, much larger than .
it has been. in the past. ' i

So the ctp is half full. The program seems to be working well.

I want to point out several problems we see. We brought them to
your attention. last year, agd we still see them as severe problems.
We think they should be wdrked on. .

First, we want to pay tribute to Secretary Donald Regan. At our
annual national conference this past fall l)ule promised that hf:' «

o
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‘would get final regulations out within 49 days. He met his own

deadline and those regulations are oul. The regulations alfecting
the last Z-year authorization, howgver, are not final. So we recom-
mengl again, i the interest of stabllnt.y that will enable employers
to 4ist this program with a sense of confidence, that the Treasury
Department promulgate {inal regulations quickly. But Secretary
Regun has certainly made a strong start in that direction.

Second, 1 know you are aware of the work we have done —togeth-
er with the chamber of commence and theNational association of
Manufacturers-—to publicize the tax credit. But I am sure you are
also aware that, with 10 million private employers, the word really
hasn't gotten out. We think that is still a significant problem. We
would be critical to some degree ol the executive branch. We have
had a sense up until very recently that this program was a well-
kept secrft and that the executive branch really wasn't trying to
acquaint employers with it. We still think that providing informa-
tion about the program is a problem.

Thirdly, you heard from Mr. Brown --and 1 share his view ~that
the certifieation questions are still unresolved. There are 50 sepa-
rate State activities, and 50 separate ways to administer certifica-
tions. We think the certilication process needs to be standardized.

Finally, we think the program is rather poorly admihistered.
There are $20 million available this year for what might be a bil-
lion-dollar program. I am sure you will hear from other witnesses
that States afe running out of money to administer this program. .
The executive branch has not taken it serjously enough to provide
the funds available to do an adequate, first-class, job of timely cer-
tification. We think that needs to be taken care of. -

In line with these problems, Mr. Chairman, we would suggest
that it is time now, before we move any further with a H-year ex-
tension of the program, for the Finance Comnrittee to take the lead
in setting up a study group with the administration. Perhaps the
committee should consider directing the Secretary of Labor to set
up such a group. Wo, and | know all the witnesses here today, -
would be happy to cooperate with a proup established to look hard
at the evidence of whether this program works or not. We do not
believe that has been fully documented. Second. the group should
look at theother questions which we mentioned earlies in our testi-
mony, which we think are still there. As we move to a permanent
program—which a dH-year program certainly is- we nced to take
carce of the administrative problems before we go any further.

Thank you, Mr. Chairman.

" Senafor Heinz, Thank you very-much, Bill.

Iblatem( nt of Mr. Kolberg follows:]

-
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DEFORE THE SupCoMMITIEE ON Economic Growri, EMPLOYMENT AND REVENUE
SHARING ’

4

Mr. Chairman, thank you fog the opportunity to appear before this subcommittee to
exprass the views of the National Alliance of Business on the Targeted Jobs Tax

Credit program.

My name ‘ william H. Kolberg. I am President of the National Alliance of Business,

With me today is Pierce A. Quinlan, our Exgeutive Vi’ce President for Operations.

i
The National Alliance of E—!’usiness is én indepe_ndcr.n, business-led, no:—profit
organization with over fifteen years of experience heiping poor, unemployed youth
and adults obtain produetive jobs in business and industry. Fach administration
since NAB?Pounding has turned to the Alllance to continue its lead in developing
and maintainiog the business community commitiment to resolving the unemployment
probiems of lhe.economlcally dlsudvantaéed. ~Our foeus on breaking the borids of

unemployment by building working pnrtnerships'belwecn‘ govérnmem, business,

labor, education and community groups to create training and job opportunities for

-lhevjoblcss remuins unchanged sinca 1468,

1

3
’ "

We nre here today to urge support for 8. 2185, the flve-year simple extension of
the program. Since the progx:z\m was {irst enacted, its use hasvbeen eonstrained by
uncertainty about ns'continued existenee. _Extcnding TJTC for live years p’ro_vidcs
the necessary stability that would enable erm‘plbyers to make longer range pluné to
increase thei:.' use of the ta:: eredit s the econémic recovery eontfnues and more

jobs become available. Already we see signs that some major eorporations are

incorporating TJTC in their long range hiring plans.
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The Alllance has supported the Targeted Jobs Tax Credit since it was ilrst $.em:tcted
in 1978. We belfeve that the general concept is sensible and fhnt it is an effective
mechanism for convincing employers to hirethose people who traditionally are

hard to employ beenuse of lack of a work history or other physical or social handicap.
It {s impressive that more than 431 thousand individuals were certified in 1983 as
cligible for jobs using the targeted jobs tax credit, twice th¢ number of cox:ti!ications
reported in 1982, and initial reports indicate a major increase in certifications for
the first quarter of 1984 over the same period last year.

oY o~

T
In addition, this past summer was the first year of an 85 percent tax credit for

hiring economically disadvantaged youth. That experience alone provided an important
indication that tax incentives for employers can work. Nationwide, more than 33
thousand youth were certified for jobs -- many of whom wouid not have been hired

~

4f the credit had not been available.

%

ERIC

Aruitoxt provided by Eic:

An advantage of targeted jobs eredit, often overlooked, is that some of the peop
who are hired asa result of the tax incentives to employers no longer hu\;e to rely
on public assistance programs. Faced with an ever inc:rcaslng cost of %nintnlning
public assistance programs, a decrease in the numbey of recipients does help
control or (;ven reduce the federal government's f\nnncinl burden. The tax eredit
results In 2 loss of tax revenue, but only to the ex_(ten‘ti that unemployed people go
to work. The revenuc loss Is ultimately and almost immediately offset by a gain in

tax revenue at all levels through income and other taxes pald by these newly

employed individuals and from thelr spending of disposable incpme not previously
’ A h

v

avatlable.

kJ
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The Alllance's support for the extension does not mean that we think the program

should contlnue exactiy as Is. - We. would not recommend another five years of the

program without addressing thr%s major problema that have plagued the proffram

from the beginning. . 3

O

ERIC

Aruitoxt provided by Eic:

1

First, the federal government and local public agencies have not always had
sufficient prlority or financing to make TITC work effectively. It was only

last fall that the Internal Revenue Service issued regulations for use of the

program. At our annual conference in October we ralsed the issue personally

with Treasury Secretary Regan who then promised to have them out wjthin 45

\

days. He delivered on that promise November 23 whenAthe IRS pgbllshed
final regulations for the period prior to 1981, and issued proposed rules for
the program changes magle since then. Employers can now use the tax credit
for the lirst time with clem: ground rule_s without fear of arbitrary
administrative intérpretations. However, it took us tlv? years to move the
IRS to action, and a complete set of final rules Is not yet In place.

Second, is the limited effort by public ngencies to acquaint employers with
the program. Only a fractian of the nation's employers who could use this

program have heard about it, and little has been done to inform employers

“about what the rules are snd how {t works so that they can become

.,

comfortable with i{t. We have done our b'e%st_to try to fill that vacuum by .
working with the Chamber of Commerce of the United States, the National
Association of n:anu(uclurcx's, and other key business orgunizutions with
membership neu.vorks, to disseminate the inPormation about the program.
Mr. Chairman, [ would like to provide for the Subcommittee .copies of
publicat}/&ns that we developed for that purpose.

r : -

N



O

ERIC

Aruitoxt provided by Eic:

90

s

Third, and perbaps the moat serious problem, is the admlnl;lrative confusion

. on-thé# aertification side of the program. In only a few Instances that we

know ol’, hnvc state agcncles stepped in to streamline the certification
process, 30 thnt cmplgytrs can receive rapid agsurance that thelr new
employce li"p}rkible pnd the person can begin work. If the public agencies of

? 80\;31'6(!161\& a.rq:a!'\nagle or unwilling t;\\ackle lhis prodblcm agressively enough
. to’ gme :he@#ﬁdnistrullvc burden then th!s Subcommittee ought to considei'
. 'altqrnatfv%mai:hods of oertiﬁcat‘ion, ineluding considcration for authorizing
) Sclf~_coruﬁ<§a,&§on by cmplqyers, as /has always been doneMwith other employer
eredits in the ln!?\;ﬁt;_l 'Re'vende Co(dc.

. . A o

N .

Q\ i O
$

. A hi

The :\llia}nce has felt that there has not been enough attention to these problems to
&

1

L o .
make the program rcally ef!hcl;iVG. If Congress does reauthorize the program for

i

five years, we ought to. redogr\ize the pr’oblems that have kept it from ﬂorking as

”

efl’cctwcly as intended nnq remedy ;hem in the rcuuthorizz\tion.

£ ’ b s N
In spite of limited publfclt&, the program has doubted in size between 1982 and
l98:ﬁ. This expangion iéf‘,é).\'u‘sing.;:other problems. For example, many states

s . .
throughout the countryl have eithe.r‘run out, or are about to run out of funds with
which to administer the cmploymént service eertifieations of eligible individuals
for the remainder of tlhis fiseal year. The Administration has budgeted $1 billion in\
{iseal year 1'98‘5 for the total cos;t of the program w‘hlch 13 3 times the amount
budgeted in 1982, Yet over the last thrcé\ years, the sam®? $20 million level for
administration and certification has been t;udgeted, which shows that the program
is clearly outgrowing its adminisiratlive ull;)’.gnnce. The question, therefore, arises

as to whether or not basi? state grant funds Tor the empk}yment service should be
Ty -

used to continue certifications In the prog‘ram 5hrou§h the end of the year, whieh
&

A LN
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we understand is being dona, or should other funding be pravided?

’ N
- . -4

Another question deals with the use of TJTC as an incentive comblned with othe‘r

. 4
employment and training programs. For example, uhder the Job Traliing

Partnership Act, an eligible traines can be placed with an employer for subsidized

on-the-job trainigg and at thesame time be certified as eligible for the targeted

T

Jobs credit. After completion of the training program, the employer can then
clalm the tax credit for the amployee retained on the fob. Many local private

industry counetls constder coordination with tHe targeted jobs oredit a3 critical for
’ ~

involving emplpyers who can provide training and placement opportunities in stable’

Jobs for eligible individuals who sre often the "huardest-to-cmploy".

, .

{mporiant procedural questions have remained unelear in these ll\s.h{gees:

. A
. would the two-year avallabilily of the credit’begin when the employee
enters training or upon completion of the t\inlng progrum:! and
\ . o
U, . would the wages pald during the-subsidized teaining program sf{fect the
' . amount of qualified first-year wages that would be claimed understhe
v \ “
‘ tax credit? . B
' . i . - . . ] e
And finally,the impact of the program hag not been adequately mensured. Is there
. 2 net incrense or loss in federal taxesi-reduction jn welfare paymdats; and what are.
the .typc-.s of jobs filled and the numbet, of jobf; created ag 8 result of the pfogram?
. ., "
= N
¥
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PO - ]
We propose for your ctnsideration Lhat a special task force be formed, in

~

conjunction’ with the extension, to investigate the answers to thesk and Gther
imp(l)rtant questions. Perhaps the Finance Committee could direct the Secretary of
Labor to review these questions with répresenmtlvcs of business, labor and’

government. The group should also be given a specific timetable within which to

work and report its findings back to Congress within sf% months. The Alliante
would be happy to assist the Flnance Committee or the Secretary In i-csolvlng these

questions for the benefit of the program. .

3

The Targeted Jobs Tax Credit has gained great momentu'm singg_lt was first

- +
enacted in 1978. Many businesses have used and continuc to use it effectively.

With proper management, it will continue to be a significant incentive for
empl )\gx:s to hire individuals who need the jobs most and will start those

" indivi a!'s on the road to econom_)d independence. And so, the National Alliance of

.
.

Businesg)supports your efforts for enactment of a five year reauthorization. v

-

e

That concludes my testimony, Mr. Chairman. 1 would be happy to answer any

questions. -

BN
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Senator Heinz. Jack Bloomer. - N

STATEMENT OF JACK BLOOMER, VICE PRESIDENT OF OPER-
ATIONS. AMERISERV CORP., FORT LAUDERDALE, FL, ACCOM-
PANIED BY PAUL E. SUPLIZIO, WASHINGTON REPHESENTA-
TIVE. TARGETED JOBS TAX CREDIT C()AL]'I‘I()‘N, WASHINGTON,
nce : 5

%

‘Mr. BLoomer. Thank you, Mt. Chairman. . )

Mr. Chairman, I appreciate the opportunity to testify before you
today, to present the views of the Targeted ‘Jobs Tax Credit Coali-
tion, which represents 80 firms including Ameriserv Corp.
~ My name is Jack Bloomer, and I'm chiel opcrations officer of
Ameriserv Corp.. which was formerly Charter Business Services.
We have worked with approximately 1,500 corporate clients in the
investigation and implementation of Staté dnd Federal tax pro-

. grams. In this capacity,. Ameriserv has assisted approximately 500
client companies in implegienting the targeted jobs tax credit pro-
gram. We have supported the program in the past, and we contin-
ue to support its extension. .\ .

Qur research and dcvelopx}cnt office has recently completed a
study that involved a survey of 66 major clients, as well as a tele-

~ phone survey of job strvice agencjps in 10 States. This study has
been sent Lo you with recommendiitions that we feel would assist

- in the successful continuation and improvement of the targeted -
jobs tax credit program. . .

Among other things, this survey revealed that a full 42 percent”
of qualified targeted jobs tax credit employees simply would not-
have been hired if this proffram did not exist. And, very significant-
Iy, our clients inform us that when business slows, qualified target-
ed-jobs tax credit employees ary retained. ' ’

Pigures released by the U.S” Department of Labor indicate that .
fiscal vear 1983 certifications for qualified targeted jobs tax credit
candidates tearly doubled)in every targeted group compared to
1982, I{ is obvious that privhte business supports the program.

While the administration’s position supporting a l-year extension
is botter than no extension, in order to ensure ongoing maximum
support of business a Hryear extension is much more appropriate.

v 1 think you would agree that it is very difficult for’ business to
think in terms of a full commitmént to support a l-year program.
.The program is not without its problems, however, and some of
these have been commented on before, but 1 would like to mention
them again: ’ o

There is a lack of uniform vouchering gnd certification methods
across the country. This makes it very difficult for multi-State cor-
poralions to administer the program. N :

There is also a lack ol resources to provide adequate personnel in,
jobr service offices. The increased number of vouchers cannot be
processed in a timely manner by many State offices.

Many oﬂ'i(ées_,dp"nol even have turrent regulations. .

There is also an opportunity, and that has to do with telephone

_interviews, which in the State of Florida has been used very suc-
_cessfully. The indications are that a State office can operate and
‘support the program ‘much-more efficiently imthis way. . ¥

A .
v N %

$
-
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And of course there is the potential misuse, that has been men-
tioned by some, of confidential information. This is an important
1ssue, and we have addressed this in the survey which was - forward-
.ed to you, and which we recommend you look at.
All of the above points can be resolved to make the targeted jobs
tax credit program even more effective. ,
In conclusion, 1 would suggest that the targeted jobs tax credit
program has beén the single most successful jobs creation Federal
.program ever implemented, and we would like to see it continued
not just for 1 year but for 4 minimum of.5. A
Thank you. ) ’ _
Senator HEiNnz. Thank you very much, Mr. Bloomer. That last
stalement of yours was a very strong statement, that it is the
“single most successful jobs creation program’’? . '
Mr. BrooMmeR. We think it is.", :
[Mr. Bloomer's testiniony follows:)

-

a

- TR



1
_ TESTIMONY PRESENTED m' Jack BLOOMER, VICE PRES!DRNT AND CHIEF OF OPFRATIONS :
- , or Am:msmw Corp, i

\‘Mr. Chalrman ahd Members of the Committec: . ] o \ K

! appreciate the opportunity to testify before you today to present the views of the

Targeted Jobs Tax Credit Coaljtion which represents 80 ﬁr%ns,'lnclvudlng Amerlserv
i Corporntlon"._ » l .

- . e
-~

~ My name Is Jack Bloomcg\l am Vice P‘resldent and Chlef Operatlons Offlcer of

Ameriserv, which’ was formerly Chartcr Buslnces Services. We have worked with- . N :

P

hpproxlmatcly 1,500 corporate cllents in the investlgatlon and 1mplemcntntlon of stata

- C -

and federal tax programs. Ameriserv ._hus'asslsted approximately 500 c¢lents in

iinpleémenting the Targeted Jobs Tax Credit program. Weé have 'st'pportcd the program ——

in the past and we continue to support {ts éxtendfon.

Qur Rescnrch,ananchlopmcnt office has recently completed a study that involved e

.

a survey of 66 major clients, as well a? a telephénc survey of Job Sérvice Agencles

. . L]
in 10 states. This study has -bgen sent to you wlxh recolnmendations that we feel would

. ’ 1]
assist in the successful ,continuation and improvement of the Tatgeted Jobs Tax Credlt

S

v [ program. -

This survey revealed that 42% of ‘qualifi®d Targeted Jobs Tax Credlt eniployees would

a A . - . S,
not have been hired if Targeted Jobs Tax Credlts dld not exlst, Thlt;" program has hade
«Q v .

a difference. Targeted Jobs Tax Credlts h&'we contributed to the decline of unemployed

workers, and lmvc ptovided opportunltles (or those previously recelving welfare, ’nd

- very significantly, our clients ‘tell us thnt wfuen buslness slows, quallfied Targeted Jobs

Tax Credlt E\mployecs are retalned. ’

1

Figures releascd from the U,S. Depz\rtmcnt of lmbor lndlc1tc that Flscal Year 1983

certifications for l‘argcted Jobs Tax Crcdlt quallflcd cnndldates have ncarly doublcd .

*.

.
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in almost ¢very targeted group compared to Fiscal Year 1982, 1¢ ts obivious that privace

business has supported this program. we belleve the Adminiscration's position supporting

» - .
A ohe year extension ig goed. However, {n ordes to ensure continued suppore of business,

a ftve year extension Is Much more appropriate. e is very difficult for business to chink
. R . -

interms pf a full commitment to suppart a one year program,

The Targeted Jobs Tax Credit program is n hout problems. However, the very

fnce T’mt it s a macure brogram means that ch protlems have been Identified and those

roblems that have not already been ad ressed can be resolved. Thisgprogram can be
P L4 -

even more successful chan Is Indigated by the 434,000 tnrgétcd workers hired in fiscal

year 1983, r

Seme of the problems thae have been {dentified Include:

LY

* Lack of uniform vouchering and certification mechods. This makes it very

difficule for multf scate corporations to \dministcr the program.
. Y

' Lack of resources to provide adequate personnel in Job Service Offices. Tho

increased number of vouchers cannot be brocessed in a timely manner by many

state offices. <

! . ' s
' Offices do not have Current regulations. Many have been found to be .using

- -
v outdated coples of regulations,

* Limiced use of telephone interviews. ¢ Is our experience that by using telephone

Weerviewing, senee offices can operate more efficlently,

1y

o
* Potential misuse of confidencial informacion, This is an importanc issue and

. / )
we have included a recammendation in che report you have received to address
1

this valid concern, \.\

-
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A
All of the above polnts ¢an be résolved to make thé‘ an{zcrezi Jobs Tax Credit progr'nm
cven more effective.

‘ ~ »
PR, N

. —
In conclusion, 1 would suggest that the éargctcd Jobs Tay Credit program has bgen the
Al A% ' v " .
.
single most succesgful jobs.creation federal program cver Implemented. Wep want to

see it contlnued not for just one year, but for a minimum of five. Let Targeted Jobs
_i L]
Tax Credlts con.tir\\;le to make a difference.
- . \
This completes my testimony. I would be happy to answer any questions from you or

members of the Committee. : !

Senator Heinz. The AFL-CIO has a different position.
Mr. BLoomer. Obviously. '

Senator Heinz. They have said three things: They have gaid it

doesn’t create any jobs; second, they have said that employers are
receiving the credit after the pgrson is already working there; and,
third, they have said that this discriminates against workers who
don’t have these.credits. ' _

Now, let me ask Mr. Cantor: You mentioned that, you found
man3 gmployers receiving the credit who had employees already
. on the’ job. Now, we ‘did change the law in 1981 as part of ERTA.

e

We disallowed that practice. It had taken place before. Were you

%z/alre of that, prior to your making this statement? .

r. CANTOR. Yes, sir. My full statement cites an example of the
change and the fact that it has just been another kind of punching
on this balloon, where by patching up one problem you have cre-
ated another problem. ) .

Senator Heinz. Well, I just want to get the facts straight.

Mr. CanTOR. It is in my prepared statement. L

Senator Hrinz. Just so I understand what you are alleging, are
you alleging that that practice takes place now? ’

Mr. Canror. I don’t know, sir. .

Mr. Rorerrs. The testimony indicates a situation in-which a
hotel was hiring, and they had people coming in. They got the local
employment service to be there to certify those people who were
eligible for the TJTC.

Now, it is clear that the employer, faced with a choice of hiring
someone who carries a- TJTC certification or someone who does not
is going-to prefer to take someone who carries the TJTC. In other
words, no rfet jobs have been added; the employer is simply getting
thefl évindfall benefit from the people’ who'are hired carrying the
TJTC. : ' - - :

Senator Heinz. Well, that.really brings us to the second point,
which is—as I understand your testimony—that the people who are
receiving this tax credit don’t or should not get some special help

- . by way of entering into the workforce.

Mr. Cantor. Oh, no, sir. g

- 102 M
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Senator HEINz Let me ask you this: Would. you agree that the
targeted jobs tAx credit has been successful in helpmg dlsadvan-
taged people get jobs?

Mr. CANTOR. Senator, our position on thls is that we 1dve the
tax credits, particularly of this fashion, are wasteful and inefficient
ways to meet goals. /

e have long been supporters of effectlve tralnmg programs; we
have been supporters of direct subsidies to employers who can dem-
onstrate training programs. These programs are back-door, they

are wage subsidies, they carry no strings on them and potentially y

could set off one. partlculax target group against another.

As we saw here.today, Senatof, which also disturbed me, there™
was kind of an attempt to rank: 16 to 17 year olds come eqmpped
with an 85-percent survey; the good Senatar. Sasser suggested that
we have a T5-percent:subsidy for -long-term unemployed other
people are to have a 50-percent subsidy. I don’t think that’s the
way our labor market works, Senator. . .

Senator HEiNz. Maybe not, but we had testlmon from the voca-
tional r&habilitation people that their peo le have 1in effect a 50- to
TH-percent une ployment rate, which is fairly I‘ngh even by AFL-
CIO standards.

Now, I was wondering if you could answer the questlon J asked

u. So that 1 understand your testimony, yoit are objecting to the
program op two grounds: 811%: that you believe it is an inefficient
subsidy. You have stated that. But, second, your other point—and

\)

this is the point I want to bring out—ls that because it works for .

~ disadvantaged people, it is unfair.
Mr. CaNT3R. No. . © ’
Seq}ator Hewz. Well, could you clarify what you me;m by that
point?
Mr. CanToR. There are alter native ways of using roughly $1 bil-
lion a, year to meet the needs of these people.
Again, as you know, Sendtm we yield to no one in pur support
for programs that—— :
Senator HeiNz. Bg-t what do you recomiend we do as\an alterna-
tive?
Y\’l CANTOR. As an alternative? First of all, we.are all wrestling
ht now with a very, very serious deficit ploblem and interest
rate problems. There is a combing of the Internal Revenuc Code to
get every nickel possible out of it. *
Senator HeiNz. No; I didn’t make question clear. Sir, you arey an-
- gswering a perfectly reasonable question, but it is just not the one I
meant to ask, which is: How would you propose to help the disad-
vantaged, that this legislation appcuent]y helped,sto get jobs if we
don’t ha've this legislation? - °
Mr. CanTor. By funding and, using that money to fund plogx ams
that can effectively do that.
Senator HEINZ: And what would those be? - .
Mx CaNTOR. Mark, would you want to answer that?

RoBERTS. Senatox we are very strong both on affirmative
chUOI] programs to help disadvantaged people, and we are very
strongly in support of a whole array of employment and training
programs. We have the National Human Resources Development
Institute, an arm of the AFL-CIO, which is concerned with helping

. 3
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in job placement,-in reaching out, in working with people like exof-
fenders, young people, and a range of the special targeted groups:

We are involved in programgs to help‘alcoholics, to help disabled
people. In other words, we have participated, we have supported,
over the years we have had a consistent record of very strong sup-
port for programs to do things directly rather than indirectly.

Senator Heinz. There is absolutely no disagreement about that: 1
think the -AFL-CIO has an exemplary record in trying to help
people and trying to help the least advantaged -people.

But just so that we sharpen the argument, one of the things you
said. we could dd to help people here is, rather than have this pro-
aam, do it through affirmative action, which, depending on wheth-

- you are Jesse Jackson, Walter Mondale, or Ronald Reagan, you.
cither set targets or you set quotas. Well, let’s not debate the dis-
tinction between targe{t{ and quotas; but it seems to me that if you
have an affirmative adtion program that sets a target or a quota,

Uthat that is just as subject to the %iccusation of reverse discrimina-

4

tion as you “have mad® against the targeted jobs tax credit pro-
gram. : : : .

How would you respond? . ‘ _

Mr. Roserrs. Well, I would respond to that, Senator, by saying
that over a good many years the AFL-CIO, our HRDI, has worked
with employers and with unions to promote an understanding and -
acceptance and outreach- on this kind of affirmative action. We
have worked with employers, and I think a lot of very well inten-
tioned employers have cooperated in this kind of, alfirmative action
and outreach. ' .
“Now, | think it is important to call on the employers and the
union people to work together on' this, and I think 1t is rtuch more
logical—it certainly seems logical to us—to do this directly rather
than doing it with a subsidy of a tax credit.

Senator Hiinz, One question for Phil Burnette and William Kol-
berg, and Jack Bleomer: ' , ' T

Gentlemen, is it your view that this program indeed has been”
successful T meeting one of its major intended goals—namely, pro-
viding unemployment opportunities for the disadvantaged?

Mr. Burnette, yes or no?, ' .

Mr. BurNerTe. Yes. ;

Senator Hrinz. And substantially yes? Is that a strong “yes” dr a
weak “yes'? . '

Mr. BurNETTE. A strong “‘yes’, Senator. Absolutely. .

Mr. Koisere. Yes. Could 1 expand on my answer for just a
moment, Yo get in on this colloquoy you just had, please? :

Senator Ieinz. All right. - ' :
o« Mr. KoLBERG. It seems {8 me this program, and the Job T'raining
Partnership Act, have the same goals in mind. : -

What the Congress has tried to do through Federal financial in-

‘centives, is to change hiring behavior of employers. And the way
economists would say that should be, is by moving those with a

severe digallyantage inr Lthe labor market farther up on the hiring
queue, by helping an employer take a chance on someone, either
through an on-the-job trdining swbsidy or a direct.subsidy as in this
program. We thinle they have essentially the same goals in mind; ~
but they offer different ways of reaching the §amb goal. We believe

| 104

4



™ RS 100

this is one of a number of programs that ought to be in .a whole

panoFly of things the Gevernment ‘uses to try to change the behav-

ior of employers, by encoura ng employers to hiresthose who are
_ left out or disadvantaged. Ang we believe, in that context, both pro-

grams have been successful. ’ .

Senator Hernz, Mr. Kolberg, thank yoy very much.

Gentlemen, you have all been excellent witnesses, Senator Dole
may have some questions. I have about a 60-second meeting, and 1
will be back in a'minute. -

Senator Dole, thank you very much. " . ’

f  Senator DoLe. I don’t have any specific questions. - - '

We have been in this comriitee roonr now for about the last 2
weeks, 20-some h.oﬁrs, trying to put together a revenue package of ;
about*$50 billion. Now, ifyyou' extend the jobs credit for 5 years, you
are going to take about a billion and a half of that,” and sqme of
those who want to extend programs aren’t willing to help us find
the money to pay for them. ' : .- .

‘I just say flat out, we are not going to extend a program unless’
we find a way to pay for it. It was not in the House bill that was .
passed yesterday. We are still abo#t $10 billjon short in our reve-
nue package, before we consider any add-ons at all.

- So,.if you are trying to promote this as an add-on to the pending
package, you had better telp find us a way to pay for it.

We left this room yesterday thinking we had raised $3.5 billion,
closing huge, gaping Yoopholes in the way we tax the real estate in.
dustry. By last night at 7:00, they had put enough pressure on
members to change the vote. So, therein lies the problem. We are.

. not going to report revenue losers out of this committee, when we -
. are faced with $200 billion deficits—not as long as I am the chair-
man. . : - o
I may not have the votes to stop it; but, unless we have -a willing-
(riless on this committee to pay for things we do; we're not going to
o it. : -
Now, it is easy to give a billion away; I'd be for it,-‘goo, if I were ,
in the business. But where are we going to get the billion? And ‘
. that is a real problem. I don’t know if you have any answers, but it
is really going to be diffic?lt to get a 1-year extension of-this pro-
gram, let alone 5 years. _ . .
I don’t have any questions; I am just telling you we have a prob-
lem, and if you can help, us with the problem, we might help you
with the program. % _ -
Mr. KoLBERG. Mr. Chairman, I would like to respond, if I may. It
seems to me that that is a perfectly reasonable cgallenge on your
part. Our response would be this: That we believe this program is a
much more effective way of taking care of the problem of the*struc-
“turally unemployed than public service employment programs, or
even a much larger subsidized-job training program. ‘ _ :
We have reduced Federal expenditures in t is area from essen- = |
tially $12 to 14 billion 8 or 4 years ago to -about $3 billion under
~ Job Training Partership Act, and this program, which .is now probs
ably $500 to $600 million. - . :
So, I guess the argument I would make to you—which, I under-
stand, you get made on all programs—is that ‘this is a more effec- .
tive way of reaching the structurally unemployed and getting them

’ "
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into private sector jobs than what we were doing before. Wé ought
to give it a fair chance instead .of cutting it off, just as it really
begms to work, and employers begin to understand it and use it.,

enator DoLe. I didn’t suggest that. I was just suggestnng that
unless we can pay for it we are not going to add it on. And rlght
now we are $10 billion short.in our package. As I said, we lost $3.5
billion yesterday on real estate, because that. mdu,stry put enough
pressure on thembers to change enough votes after the committee -
had recessed. So we don’t have $44 billion, we have $41 billiori, and

.we need $54 billion before we even consider "ddd-ons. 1 don't know

where we are going to get it, but we are not going to meet any -
more in this committee until we work it out - e
Did you have a comment? "
Mr. Giery. Senator, we have beep here bet:gre with revenue-rais-
ing measures. [Laughtel g .
Senator DoLE. I don’t like your idea. [Laughte1 3 '
Senator Heinz. Mr. Chairmar, Mr. Cantm will go at some length
on revenue-raising measures.
Senator Dore. | have read the Mondale plogram So do the
people in New Hampshire read the Mondale program. [Laughter.]
Mr. CaNTOR. Senator, we agree on this one. | think we are on the

_ same side—{or different reasons, perhaps—on this one.

Senator Done. Obviously everyone on the panel is concerned
about deficits and interest rates; it's the last thing you need i in any

of your businesses.

[ am not trying to be the skunk at the lawn party here, but I 5
assume everyone here can haxdly wait’ to spend more money for -
targeted jobs credits; but we don’t have any. Maybe we can find
some. We are havmg a meeting right next door to’try to figure out
some new loopholes to address. This may be one itself.

Senator HeiNz. Gentlemen, thank xou very much We appxecnate‘

- your excellent testimony.

[Pause.] '
Senator HEINz. OQur next panel consists of John Blshop,_Dave

a

Mr. BlShO[) please ploceed

o

STATEMENT OF JOHN H. Bl%llOP PH.D., EC ONOMIST
. WORTHINGTON,.OH -

I{ Bisnon. I want té thank Senator Hein*ﬁmd Senator Dole for
being here. for nly testimony.

I am Dr. John Bishop, director of the research division of the Na-
tional Center for Reseaxch and Vocational Education at Ohio State
University.

I have been doing 1eseaxch on the targeted jobs tax credit ever -.

since it was created, but I testify not reporting on any specific Gov-
ernment- -funded study but as an individual, as a citizen. _ :

I would like to try to respond to Senator Dole’s challenge to find
ways to raise revenue or cut tax expendltules so I will try to make
some recommendations for how to‘increase the cost effectiveness of
the program, possxbly reduce its cost, and also mention some alter-,
native revenue-raising ideas in this area.
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Senator Heinz. Dr. Bishop, before you go any further, you have
done a very considerable study of this program. I took the opportu-

@ o

your study, and I will have it in-
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P I appreciate this opportunity to contribute to, your committees' delibera-
o a POt Ui : : _ o
' a‘ tions regarding rqgision and reduttorization of the Targeted Jobs Tax {redit,

- 1 am Dr. John Bishop, direttor of the Research Division of the Nattonal Centprt. o
/;Br Resdarth in Vocational Educaation located at the Ohlo State University. I '
. + N
N would 1like to thank the Upjohn Institute for its current eupport of my work in

) t
W * this ea and the Department q‘ Labor, the National Institutes of Education
c - . and thq Conglessional Budget Office fop.their past supp‘ort.1 1 testify how—
. 3 Y
' ever ,as an individual, not as a government contractor. X - o
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TUEYARGETED JOBS. TAX CREDIT

.

Beginning in 1979 employers outside the personal sérvice sector have been
able to obtain a tax credit of 50 pércent of the firsy §6,008 of wages per
employee for the first year of employment and 25 perifnt of f“eh wages for the A
second year of employment for :the hiring of certaln categories of workers,
These fncluded higlr school stuaenta in cooperative education programs, econow
lcally disadvantaged youth (elghteeﬁ throughs twenty-four), veterans and excon— v
victs, Supplementary Sechtty Income*and general asslstguce recipients, and .

the hnndicnpbed. R , .
,'rhe'Prohlem of Low Participation ~
‘ ; , - .

. . .
- ] pbogrgp started slow; but by fiscal 1981 it had grown to a point -

o " where 400,000 workers were being certified per year. Eligibility\uds‘tighb— .
ened in+1981 and that cohbined with the recession rednced the number of cert— * . .
iflcations to 202,261 in filscal 1982. With the end of the recession ‘the total l
numbertof certlficatlons ;ebJunded to 431,182 in fiscn% 1983. - .

TJTC has had greater success at obtaining employer partic{pation than -
. By

previous tnrgétéd employment subsldies like the WIN tnx-éredlt,NAB-JOBS and

CETA-0JT: This was due to the followling three tehturas of TJTC: ¢

_ 1. 1t is an entltlcﬁéni. _Reluctance on the part of locsl agencles to

! adminteter it cannot prevent a perslstent employer from obtaining
certification of employees that are eligible. In fact, ETA's 1979 o
Study of Early Implementation of TJTC found "the rather limited
vouchering and certification activity that|h?d taken place By then o
wag largely in response to employer and applf¢ant inquiries rather _J%
than active promotion by their staff.” . .

43

2. At least one target group—the Co-op Ed students--was defined by a
characteristlic that does not® carry stigma. For this group, gtudent
- and employer eertification were malle ipto a one-step process and re-—
sponsibility was centralized {in the hands of a person-—the high
¥ school official responsible for Co-op Ed--who was being judged by
. school supervisors pn the basis of the number o¥ Jobs found for the “
target group. As a result, 45 percent of all jobs certified for
* TJITC's have been for Co-op Ed students. The 1981. reauthyrization of
TJTC limited the eligibility of Co-op Ed students to those from dis— ,
advantaged fipilles so thig comment does wot apply to the current
TJTC program!l’

3. Partiéipaiion in TJTC requires less paperwork than CETA-OJT or the
JOBS and early WIN programs did and requires fewer contacts between
government agéncles and the employer. ’

a
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Nevertholess, the TJTC 1o currently helping less than 10 percent of“the Tt

‘pool of young people eligible for the program.2 There are three primaty R

causgs of TJTC 8 low participation rate: i _ * : t

1. For a long time most employers yere not aware or wers only vaguely

\ awvare of the program. A spriug 1980 survey of employers found that ) :
only 17 percent’of all employers repreaenting establishments respon— '
sible for 83 percent of all employment reported being “familiar" with
TJTC (EOPP Employer Survey). Firums that reported being familiar with
the program O0ften knew very little about it. The program is now much
better known. A 1982 resurvey of these same employers found that 80

. percent had “heard" of TJTC and 50 percent had spoken to a represent-
ative of government dr a trade/business organization about the pro- :
. gram. 3 £ -
2. There fe a stigmu attached to being a membher of moet of the TITC's s
R Py target groups. - Employers perceive the program to be subsidizing

peopIc who ‘do not make good :xrkera. This reduces the likelihood .
that employers will ask the edployment service to refer TJTC-eligible -
workers to their firm. Furthermore, many applicants feel that .telling ’

prospective employers of their eligibility for TJTC may hurt thelr . W
chances of getting the job. o

3. The complicated rules of cligibility'means'that most employers are
unable to identify who 1s eligible on their own and that government Vi
cgrtification of employee eligibility is necessary. This ‘has three
disadvantages: (a) 1t often forces the firm out of its traditional
+ recrultment..channels; (b) employers fear‘that it will introduce red ;
] tape into the hiring process or bring about unwelcome goverument 22
+ interference (the costs of identifying and certifying who 1s eligible g
. are thus major deterrents to participation), (c) the program's suc— n
, cess depends upon cooperation between private business men and gov-
‘ernment bureaucrats. (Most employers are very wary of government e
and the attitude of government employees in some pnrts of the country .
rcinforces their distrust.) v ’

- " The 1982 NCRVE employer survey askcd employers vho had heard of TJTC
whether they planned to ask the Employment Sarvice for referrals bf TJTC
eligibles n they needed to hire unskilled workers in the future. Only 27
percent sn::§§es. The other 73 ‘percent were asked "why not and their snswers

are reported 1y Table 1. The reasons cited for not planning to ask for refcr—

rals gengrally related to elther not needing or wanting people of the type who

" would be eligiblc.or not wanting to deal with the agency, the employment serv-

I C R

vice, that was proposed by tné question as the referral source, Thirtegn per—-
cent wcrt not expecting to Hire anyoné 7. 6 percent did not need the types o;
workers who might be eligible and 17.5° percent thought eligible workers would i
. not be skillcd or relinble enough. Diggatisfaction with the employment serv- g

1ce was very common--8.5 percent expresped dissatisfattion with pervious ES
. . . N L4
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. TABIE 1-

N ) b )
REASONS FOR NOT PLANNING TO ASK FOR REFERRALS OF TAX CREDIT,
ELIGIBIES WHEN AN UNSKILlQB WORKER IS NEEDED

Percent of

N 3

' vy Responses
Not Wiring That Type of Worker/Not Eligible ‘ 22.0
Don't expect to be hiring ~ 13.0
Will notr be neetling types of workers who might <,
be eligible 7.6
Would not benefit because we have nbd dax-liability 2
We are not eligible R , 1.2
Eligibles/Referrals are Thought to be Poor Workers “\\_\ \\ " 26.0
Eligible Workers not skilled” enough 14.0
Eligible Workkrs not refiable enough 3.5
Dissatisfied with employment service referrals 8.5 . .
J}bn't Use the Employment Service . 23.2
' N .
Criticism of TJTC Program v N 15.3
Too much paperwork ‘ 10.7 e
Might resplt in government interferonce 3.3 ‘
Tax benecflt not big enough ., 1.3

Applicants Should Be Judged by Qualifications and

wy

Not by Tax Credit Availability . . . 6.5
Other/Didn't Think of It e . 7.0
’ v
[ . ' HP0.0‘
A
~ A
4 n\

Uonweighted tabulation of answers to "Can you tefl us why you do not plan to
ask for referrals.” that was asked of the 73 percent of respondents who ‘an-
swered “no” or “"don't Know" when asked “In the future, do you plan. to ask, for
referrals of tax—credlt eligible employees ‘'when you need to hire unskilled

workers?” v

Af

v
b




referrals And another 23 percent said don't use the employment *service with-

out citing a reason. The responses suggest that having to obtain referrals

. . \
and certifications from the employment servicé may be an important ‘barrier to
A3 N ‘.

participation, The next most gommon reason for not planning to participate
waélpnpérwork 10.7 percent. Only 3.3 percent mentioned "the po&aibility of
government interference or IRS audit as a negatyve and only 1.3 percent
claimed the tax benefit was to small. .

Since many of the negative references to the employm;nt service were
probably a consequence of problems with previous referrals, it should be cléar
that the primary barrier to universal participation is the'pérception that
eligible referrals uill be less productive and less etable workers. Since low

productivity was the primary criterion for selecting the groups that would be
eligible for TJTC, this shOuld not be a surprise. If the program is well
targeted, it is almost inevitable that emploférs will perceive it this way.3
"+ The étigmn a ached to being a member of one of the targeted groups )
cannot cxplain why employers do not requcat a“certification for employees they
know 'to be veligible. The 1982 NCRVE survey found that certifications were dﬁt
requested ‘for 15 percent of the ‘known TJTC eligiblesl}ﬁ‘f were hired. The 118
firms that reported not applying ¥or a tax éréﬂi; for one or more of their

eligible hirés were asked why. Their nnswers are reportéd in Table 2. _Forty-

‘ six of the firms cited legitimate structural reasons for<not applying——

cmployee left too quickly, firm not eligible, deadline pa ed e;c. Seventeen
reportgd that not knowing how was responsible for not apg} ng and twenty-five
reported the pap&work was too great. Only 3 complained_the! tax bénefit was
too small, only 8 said they don't want to get involved with gévernmént and ‘-
only one mentioned a fear that applying might result in government interfer~

enge, Thus among f{rms that higﬁ eligibles the primary barriers to participa- :

tion seen to be paperwork and ignorance. Of the two, ignorance is the most
important for there areilarge numbers .of firmsg that h;fe ciigibles‘but\go not
realtze {t.

Minimizing.papér&ork was an 1mport§nt considération~1n the g;;;;::;
design of TJTC., Most of the compléxity and paperwork that remains 1is an
inevitable cénscquéncc_of theﬁhighly targeted nature of the program. The
complicated nature of the eligibility'}ulca and the resulting necessity of
employment service involvement in the referral and éertificaéion of eligibles
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do not, however, watch up wv,l with the recruitmunt processes that prcdominate

in the relevant labor markets. Each month the typical emploxar in thia labor
market 1s hiring one employee for every ten already on board (Cohen and '
Schwartz 1979). The probability that a new hire will still'be with the firm
aix months later is less than 50 percent. As a result! employers try to keep
the cost of gearching for nen‘employees to n'ninimum. Studies of how people
have obtained their last job find that 35 percent‘of all jobs were found by ) v
applying directly to the firm wtghout enggestfona or referrals,and thate

another 26 percent were obtained by applying diructly to the firm at the *
snggention of a friend or relative (Ronenfeld 1975). - Most firms prefer to -
hire people who arelrecommended by current employecn or who have shbyn their ) B
,degire for the job by personally coming tg the egtablishment and applying. ' :
Seventy percent of the employers with vacancles do not list the Opcning job

with the employment service (Bishop, Barron andvﬂdllenbeck 1983) As a

result, even though 34 percent of all workers had_checked with the employment

service during their last period of jop eearch, only 5.1 percent had gotten

their jobs through an employment service referral Employeraiprefer informal
recruitment channels becnuse (a) such channels are faster, (b) employers do

not become Inundated with job applicants who must be interviewed tc) pre— *

screening .1s posgible so the number of applicants who are turned down 1s
minimized; (d) they can avold dealing with government‘and (e) ‘they believe
they find better Job candidates froq'informal sources. * . ‘ . .
This preference acts to limit the market peﬁbtration of any progrsh ifor
finding jgbs for the disadvantaged that depends upon a labor market in‘terme~
diary--the employment service, WIN office or' a"JTPA snbconeractor snch asg the
Urban League. High participation rates will be achieved only-when’ unusually
dedicated aftd competent people are running the labor market intermediary. .-ﬁ
With only ordinary leaderghip, such a program is bound to be only partialﬁy
successful--helping som' of the people who approach the agen¢y for help but
failing to reach most of the eligible population.
The targeted employment subsidies that preceded TJTC all- necessitated
agency referrals of eligible job applicants. With TJIC there are' two alter-
nate ways of bringing subsidy, employer, and job seeker together. Job seekers R

may inform employers of their eligibility. ‘This does not mnow gccur to a sig-

nificaut degree because most eligible workers are unaware of TJTIC's existence

-
~
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TABLE® 2

WY EMPLOYERS WHO HIRED ELIGIBIE WORKERS

7 DID NOT 0B

Administrative/Structural Reasons

Deadline for applying past

Employee left before being cer

Luployee did not stay for requ
time to be certified

Not eligible for other reasons

General/other admintstrative a

Lack of Knowledge/Don't Know How

Beneflts Did Not Outweigh Costs

Pape rwork tog great
Tox beneflt too small
Goneral B
Don't Want to Get Involved with Gov
. , _
Might Result {u Interferance

-

Worker Abildity

Other

a

e

TAIN CERTYFICHrION
Number of
- : Responses
~ ~
' 46
. S *
tified 12
ired length of ’
9
11 .
nd structural 9
. 17
. Tow
25 .
3
4 '
ernment ) ) < 8
o 1
. 2
12
118

Ausvers to the question "Why didn't
eligible employees?"

you apply for the tax credit for these
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and -because most employment service offices do not routinely inform the ’eli-
gibles that do eyme to it for assistance th uitheyzﬂf!‘cligible. The other
barrier to this mechanism becoming important is the reluctance of many job
applicants to advertise their TJTC eligibility for fear they will be stiémn— ‘
tized. This reluctance seems to be justified. Two experiments, one inl
Dayton, Ohio and the other in Racine, Hisconsin'in'which TJTC-eligible welfare
recipients were trained to inform enploy;;s of their eligibilicy fbr a tax
=~ credit found that such training caused a statistically significant reduction .
in placement rates (Burtless and Chgston 1981; Moran, et al,‘l982)- ’
. TTgpsecond alternative mechanism ﬁasigns the inifiative to the one who
mogt directly benefits from the tax credit, the employer. This scenario envi-
slons employers' screening their job applications for eli le individuals and R
then sending them down té the employment serVicé for ;oucitflng and certifica- i
tiongpefore or after they‘gre hired. Presumably, anticipating that A may be
eligible for subsidy and B 18 mot will increase the probability that A 15 ) --Qﬁ
offered the job. The use of ffmily income and pnfticipation in welfare hro- S
grams as targeting criteria, however, makes it difficult'fof employers to know R
‘who 1s eligible and thus prevents many émployers from taking the tax credit v
.- into account when hiring. Sgnding job applicants over to the émployment sexv—
‘ ice.prior'to hiring does not seem to have become -popular for it delays the : -
“hiring pr;cess, risks losing the worker altogether, and;is thought to be ué—
ethical by many employers. Identification of eligibles by the employer (or
his agent) seems to have begome fhe pr;mary mechanism by which empioyers
identify and certlff-TJTC eligible workers. T i .
The agencies that administer TJTC-at the local level have an extremely )
critical role to play even when agency referrals are not the primary way e '
employers reéruit and identify eligible job candidates. They must market the ’
program, Studies of employer participation in TJTC have found it to be quite
responsive to pergonal contact by job developers and other local administra~ St
tors of the program.? Not only do ‘these contacts inform employers of the ] L
programs existence but they also greatly increase éhe probability that know- ﬂ
ledgeable firm will participate.- Firms that first learned of WIN from.a gov—

&

ernment representative were nearly twice as likely to participate in WIN and

two thirds more likely to participate in TJTC (Bishop and Montgomery, 1983).

Firms that have participated once are very likely to participate again. -
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The importance of local outreach-and promotion is further supported by

the dramatic differencg§ between states in the proportion of their disadvan~
taged youth thafy are served by the program. Vermont for instance, vouchers
35 pexcent of their eligible youth and certifies 9, 2 percent while New NWamp-
sbixe vouchers only 10 peréint and certifiée 3 8 percent. 'Xansas vouchers 29
percent and certifies 11.6 percent of eliglbles wpile Colorado vouchers only
2.9 percent and certifies only 2.5 percent. Maryland vouchers 21 percent and
certifies 8.6 pencént while Deleware vouchers only 7.6 percent and certifies
3.7 peroent. The rates of voucmering and certification of eligible youth for
all fifty states are preseﬂted in figure I and 2. The willingness of firms to
partlcipute in these programs does not vary appreciably from gtate to state;
what dqes vary age the policies and commitment of the 1ocal administrators of
the prog;nm. Examples of adminigtrative’ foul ups and unwilling or incompetent\
ndministnntors aabotaging the TJTC, program are not difficult to find When
the federal contribution to administrative cogts ran out in the state of
Wiscohsin, certificntions.dropped'to almost zero for the'final three months of
the year., One Oregonﬁﬂhployer found his local employment :Ervice ignorant of
iJTC and nncoopcrative, as well. He claimed they were not even set up to
certify the eligible workcrs that he found and hired; he hud to™ g0 down to
the office to teach the staff there how to certify nomeonz. ‘If ald states
were to adopf the exemplary policies and murketing philosophy ¢f states auch
as Vermont Mnrylnnd Kanans, South Dakotn, Florida and Mississippl the
utilization nnd[impnct of. TJTC could be doubled.

- The Problem of Cost Effactivenesgs

The purpose of the TJIC program 1s to anduce firms to increase their hir-
ing and training of disndvéntaged workers. The program can be considered cost
effective only if a reasonable proportion of TJTC certifications represent an
increase in hiriug of targeted workers and this hiring does not result ip
other similarly disadvantaged workers not being able to find a job.

The fact that moat emplqygers choose not to participate in a program can~
not be interpreted as strong evidence thd{ the program 18 not cost effective.
The low rates of employer participation in these tax credit programs suggest 2
that non-pecuniary costs of participation are high for mnny’firms. gome of ‘

these costs--learning enough about the program to use it, making anrangements
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: ¥
for the referral of eligible wor{irn, establishing a system fo 1dent1fy wgich
.Job Appllcénta are eligible and the ri;k of_being subjected to greater scru-
tiny by EEOC or the Iag-~aré fixed (i.e., d;‘ndt rise with the dumber of eli-
gibles hired). These costs discourage ﬁaﬁiicipa;ion,-but-qu those who do
participate they should have no systematic effect on the impact pf_the adbsidy
on employment. Other non~pécun1aryjéoata depen% upon the number oquorkére - N .-.é
hired through the program.gzgre varigble'cosns are the costs of searching for, .
+  identifying,'and certifyiﬁ%leligiblg workers and the risk of Piring workers |
that are less productive:éhan the, typical unsubgidized job applicant. Theéev
costs lower the net benefit_of hir@ng gxﬁ;a bubeidized vorke;s;_and the;efore,.
reduce the lapact of the subeidy dﬁ pa}tiéipétlng firna. Qur Etud&_oflpartic- )
ipation in these programs suggests that for TJTC ag& ﬁlﬂ:fixga costs are a )
more 1ﬁ;ortant deterrant to a firm's participqtioniin théee"programé tﬁén the "™~
variab;: costs (iiahon and Montgomery 1983, pp. 29-45),"Hany of the firms .

that choosa to participate seem to participate vefy heavily. Even thoughAless
than 1 percant of all workers ‘are subsidized, the tipical.Suhsidize& worker is
working in an establishment ?{‘vhich 14.6 percént'of.the firm'%-&mplq}ees are
subsidized. This suggests that in some of the participating fi¥ms the mar~
. ginal costs of“hiripg subsidized workers are and remain.iow as the emplqy;r '
expands his employment of subsidized workers, This means that.the fact that ) )
paftici?ation rates of firys qss low cannot"ge taken 8s evidence that a pro- :
- gram has zero or only small effects op those firms that choose to participate. . .
In fact, a reasonable argument can bg made* that ;he response (extra employ— . iy
ment) per dollar of expendiéure will'be bigger in a amnil p¥ograh than gvlarée L
program. When there are important fixéd costs to particlaption, firms with . ;
high elasticities of demand for the susidized clasg of workers and low '
marginal costs of certifying extra workers are more likely to participate qhnﬁ )
firms with low elasticities of demand and high nggginal costs of partitipa- . .
tion. As a result, one might expect that the first firms to volunteer ;0 e
_participate will be more responsive than the firms that are talked into: IR
participating at a later date. S Lo ‘.A ! -
There are, howevery other reasons for being concerned about cost effec-

tiveness. Five types of evidence are available:
PAms

1. Data on retroactivativity--proportion of certifications made : ﬁ

after hiring date. . ' . R

”~n
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2. Experiments in which eligible job seekers are taught to announce
their- eligibility to progpective employers. .

3. Survey responses by employers about how they were influenced.
4. Econometric estimates of employer response.

5. Data on the relative productivity of TJTC eligibles.

/q\ Retroactivity ' ,
‘ , FPor the first two and a half years of the TJTC program employers could ) .

apply for certification of an eligible employee long after the hiring date. c
The consequence was that many tax credits were awarded fbr enployees whose - '

eligibility was not learned of until after the date of biring. During this _;
period approximately 63 percent of the non Co-op Ed certificatibns of eligi~ :
bility were being obtained after the individual had been hired. This has been ’ "
inteprgted as implying that the tax credit was not influencing many of the

hiring decisions that resulted in receipt of a tax credit, and therefore, was

producing "windfalls" for emﬁloyers. Becatise of this concern the Economic
Recovery Tax Act of 1981 outlawed retroactive certifications. Since fall 1981

all new certifications have had to be requested by the employer prior to the '

»

eligible individual's employment starting date. This change has probably
significantly improved the cost effecti&eness of the TITC program. L.

Experiments where Job Seekers Announce thcir Eligibility"

There have beé% two experiments where‘welfare recipients who were seeking
employment were taught to ghnounce their eligibility for a TJTC to employers
when they applied for a job. 1In both experiments the groﬁp’tﬁat received this
training had a lower placement rate than other el{gible welfare reéipients who B -
.did not receive this training., In the Dayton experiment random assignment was.
used to select the group to be trained. The reduction in the placement rate
was statistically gighificant. The -results of the Racine/Bau Clair, Nisconéin
quasi experiment are particularly interesting. The study used a design 1n
which WIN clients served after training in using TJTC as a marketing tool was
initiated were compared to those who served prior to the change. Holding A
other characteristics constant, the WIN clients who were trained to tell
employers about their TJTC"bligib111t¥ were not only less 11kelx to obtain any
job, they were half as 11ke1x to obtain a TJTC certified job.

ey
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A follow up of some of the WIN clienta in the experimentnl and control
groups in Racine found that it waa the WIN clients who followed instruyctions

and brought up their eligibility when contactliug employers that were legst

- 1ikely to find a job. Of the thirty-two reporting thnt"they used TIJTC as a

marketing tool, only two (6 percent) found TJTC cortified jobs. Of the 26
reporting they did not initiate discussion of their TJTC eligibility, 22 per—
cent. found TJTC'certified jobs. These results suggest that if you are a wel- -
fare reciplent that nnnouncing you are a TJTC eligible tells most proapective
employers somethins they did not previously know, that 18’ stymatizing and that
reduces "your chances of being hired {Burtlegs and Cheston 1981, Moran et al
1982). : v

, There seems to be strong evidence that signuling ones’ wglfare recipiuncy

has a powerful stigmatizing effect for most gmployera. One would not expect,

however, that being a youth from a low income'family would be equally stigma-:

tizing and this presumption neceives support from two studies. Nearly 900 -
employera were asked to review a gample of completed job mpplications and

assign employability ratings. In both gtudies TITC eligibility had a modest .
positive effect on the rating given and in the one with thé larger aamplc the
effect was statistically significant (Hollenbeck, 1984a; MHollenbeck and

Smith, 1984). : v, '

Survey Resgponses

There have been three surveys in which employers were asked what impact
TJTC had upon their hiring. In the spring of 1980 the EQPP employer survey
asked the 313 employers reporting that they hired employees subsidized by
TJTC, WIN, or CETA-0JT, "Did participation in the program we just talked .about
influence this establishment to expand total employment by more than might .1‘

. otherwise have' been done?” Twenty~five percent of the firms gald yes. They

wer'e then asked “How many ndditional employees were hired that wouldn't have
been hired otherwise?” The total induced increase in hiring reported by the’
firms was 383. The total number of workers subsidized in all 313 firms was
1896 so the ratio of reported job crention to certifications was 20 percent
(Bishop and Montgomery 1984). -

A GAO survey of TJTC users in January 1980 asked ’To what extent did the’

tax credit influence your decision to hire workers from targeted groups, 1.c.,

" Would you have hired them anyway?” Twenty-six percent said their use of TJTC

<
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wouln increase employment level and 41 percent sald they subetituted some
target hires for similar non-target workers (0'Neill 1982).
In January 1984, 100 employers who had hired one TJTC eiigible in a 2}
month period ‘ending two &enra.breviously were asked “Hnslthere ever nn
N instance in your recollection when a tax-cr’dit eligible individual was given
hiring preference because of the tax credit over another individual who was
. approximately as well qualified or more hiéhly qualified?” About 21 bercent
A of the respondents sald yes. When those firms who reported changing who they
hired part of the time are given the appropriate weight the firms reported . "
changing who they hired about 17 ‘percent of the time. They were also asked
~Can you think. of any instance when your firm decided td_make an opening in
IS - the fim to take advantage of a2 tax credit?” About 13 percent said yes. Qhen
- those who reported doing it“part_of-the time are given an approprinte'weight.
the proportion renorting béing induced to increase enployment was 7‘percent.
i It qhdﬁid ba noted, however, .that'a survey of employers who hired exactly one -
JJTC eligible between January, 1980 and September, 1981, it is not representa-- “‘":““i
tive of the bulk of TJTC ugage. TJTC certificntions nre.highly concentrated. ‘
In 4983 for instance, Pizza Hut hired 6,366 TJTC eligible employees in com-
B . pany owned stores. Probably 50 to 100 firms are respongible for more than
. half of all TJTC certificat{fons. The firms that recruit TJTC eligibles and
give preference to TJIC eligiples when they select new employees will become
- the biggest users of the program. Data on these big users 18 esgential 1if
; aggiegate emplo}er rgsponse’to the TJIC 18 to be measured. As-a result sur—
<r”\\veys 1ike th"Pne Just reported eignificantly understats the magnitude of the
aggregate employer rl‘conee to TJTC.

Econometric Esftimates]of Impnct on Total Emﬁlgynent . ' _ i
N To date -there :%t;eon only one attempt At an econometric ev_aluntion of \ '
the impact of TJITC

-t period examined by this study was the very beginning of the program July 1979

the” employment leévels of participating firms. - The time

_through December 1979. Separate models predicting employment'grouth were

estimated for different size establishments. TJTC had no impact on establish-
. ments with fewer than twenty employees but a large and signiflcant.impact on
"establishments with-twenty-one to one hundred employees and’ an'{mportlnt,

through not statistically significant impact ¢n establishments with mote than

a Rsndred employees. Since most employment 18 in large establishments, the

E
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.average (using emﬁld&mont sharas as welghts) increase in employment pex

subsidlzed worker was .3 (Blshop nndmyontgomery 1984). ’ : : LA

Relative PiQductivity of TJTC Eligibles ; 1 . . . T
The ¢Pliypose of targeted employment subsidy programs is to imduce firms to o ) i
(1) hire disadvantaged workers for jJobs that ‘would otherwise have been filled
by batter qualified workers and (2) praovide the extra training that thesd’
workers requira .to eventually' reach the productivity gtandard of thc other
workers in the firm. If the program is achleving this purpose ue.uould expect
that when one ¢ombare9.sub§1ddzed'nhd_uqsqbgidized workers holding ihelaame
job (or controlling on the characteristics ef the- job and the firm) th;t subr

..

sidized workers would have poorer credentialp, would be less productive, and ..

~would require greater than average amouynts of training. - .

Evidence on this issue is available from the"1980 EQPP employer eur;ey. : o

the 1982 NCRVE/Gallup émployer survey, "and the 1984 NCRVE surveY.. In thé EOPP ’

survey employers wers asked to deacribe, a tandomly selected recent hire for an
unskilled or semiskilled job. -If they had also recently hired 2 subgidized

worker-;hey were asked to give a similar description o{ that individusl and ~

the Job that the subsidized'individual filled. Multivnriate models predicting

the credentials and productivity ‘of these new hires found that eveén when char-

acteristics of the job and the firm were controlled subgidized new hires had

SEDWER I

o

less previous experience, less education, were less productive both 1n1tially

S5

and later at the time of the interview, anq were more likely to quit or be

dismissed. CETA-0JT-workers récelved éonslderable extra training. TJTC and

WIN workers did not. . : i ~
Similar models fun in the 1982 survey found that when the new hire was

. !

knoim to be eligible for subsidy when hired that productivity wad 4 to 12
" percent lower during the firstitwo weeks, 2 to 6 pegcent_iouer_duning the next
ten weeks, and 4 to S percent lower at the time of_the'Qntervieu. Depending
on the model one prefers trnining.was;o to i3 percent higher, S

In the 1984 NCRVE. survey of TJTC users employers werxe asked “"Compared to
other employees with the same amount of tenure in the same or very aimilar Job
una/vere the tax credit workers more or 1ess productive? The ansgwers obtmin-
ed were "the same”-~55 percent, "more"--10 percenc, and “less’ —-35 pexcent.
When 811 these answers are averaged together the TJTC vorkers were about 7.

percent less productive than non-TJTC uorkerﬁ. Probnbly more significant were

2
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were the reported differences in tirmover. The quit rate was reported to be

a1 percent for TJTC workers and 21 pércent for others. The dismigsal rate was
reported to be 13 perceﬁt for* TJTC workers compared to 8 percent'for others.
- (Hollenbeck, 1984b.) We conclude from this évidénce that TJTC 1is having the
* - desired.effect of inducing some firms' to lower their hiring standards. The
effact 1s very small, however. If the TJTC workers hired are turnitg out to
'be only 7 percent less pioductive than other workars, the 50 percent subsidy

rate would seem to be too high,

Recommendations for Changes in the Strugture of TJTIC

.,
~

The evidence on the-cogt effectiveness of TJTG 1s miqu. Much can be
%
done in the area of administration to improve participation rates put, most of
the incremental chnhges in the legislated structure of TJTC that would raisd

participation rates would decrease cost effectiveness. The cost effectiveness

of TJIC ¢an be defined .as the tax subsidy cost of creating one fyll-time
equivalent jobak The need to reduce théffedexal deficit, implies that amend=
ments to TJIC aﬁOuld concentrate on improving its cost effectiveness. Lower-
ing the rate of subsidy lowers cost and since the proportion of.all certifica-
tions “that represents a net addition to the‘nuﬁber of jobs is not likely to
decline proportionnéely with thé decline in the subsidy, the cost effective-
ness of the program will increase, The following Amendments are recommended.
o The rate of the'subéidy‘h\ the first year should be reduced to

25 percent. The rate of subsidy in the 2nd year should be main-
tained at 25 percent to encourage retention of TJTC eligibles.

3
g

o The 50 rc¢ent subsidy rate would bd maintained only for the
diéhblegQS?d ex—copbicts. ¢ .

o The summer student tax credit should be reduced to 50 percent. BN
¢ o Congideration should be given to including up to $5,000 of ' . ﬁ
training costs other than the time of the TJTC eligible in the
subsidy base. To obtain the extra subsidy the firm would have
¢ to cergify the skills taught were }enerally ugeful and the
trainee would have to receive a certificate describing the skills
learned.

A )
A number of changes in how'eligibility. 18 defined are also desirable.

o Consideration should be Riven to substituting a low income un-

: ~ employed senior citizen (over age 60 or 65) eligibility category

- for the SSI eligibility category. Older people are particularly
j/’ sensitive to the -stigma of being on welfare. Thig 18 part of

- the reason why only 3,115 vouchers and 1,254 certifications were
issugd in the SSI category in FY1983. Having a low income 18"
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uot nearly a8 stigmatizing Bo such a chauge might increase utili~
ration amongst the current SSI populations as well as extending
coverage of other deserving individuals. i . .

o Consideration should bé given to subafituting a l&w income un- N
employed adult (over age 25) eligibility categoxy for the AFDC,
© - Géneral Assistance $SI, Ex-convict and Viatnam Veteran elibibil—
i ity catégories. The stigma attached to being from a low inceme,
family is less than that of being on welfare so the progranms v
popularity with employars might increase. 'This change might, -
produce a significant increase in utilization and therefore in \
qgosts., N : } . .
» .
1f a complete restructuring 1s feasible, consideration ahould be:given to
paying the TJTC to the individual on the basis of the q@nber of hours Qprked -
rather than paylrg Ehe»employer. The employer need not know and ‘the stigma
problem_ﬁouldlﬁot arise. This tyﬁe of n brograﬁ was gfied experimentally and .

has been'shown to greatly increase the employment of randomly assigned youth

(Friedman and Lerman, 1983; Rivera-Cpsala, et al, 19823. T e |
Recémmquqtipps_for-Chapées 4n the Administéﬁﬁion of TITC N
Participation in fJTC could be condderably increased 1if it wére proﬁbt?d E o

more vigorohsly; 1If firms are npp;oach in person it shoyld be posesible to

persuade between 25 and 33 potcenf;of't se approached to partieipqté. To .

this end it is recommend that? \

o Vocational Rehabilibation Agencies, WIN agéncies_and'JTPA.ngpncies
should be impowered t certify eligibility. i

o Outreach must be increased and targeted on firms which might\hire S
large numbers .of TJTC ‘eligibles, Administering agencies ghould . .‘wﬁ
also target firms that provide training and offer career ladder K
opportunities. : Ca .

JIEENA S+

o Employment Service of ficed should receive incentive payments when
they certify a TJTC eligible.

o Income eligibility of job seekers should be dezﬁtmined at the time
- of vouchering and not redetermined at the time of certification. .
Local agencies should be required te obtain verification of in-
come reports. It is essential that the integrity of the eligi-
bility deétermination process be mgintained.. ’ - :WE

\ o Welfare recipients who have“begn vouchered should be discouraged
from initiatfng a diecussion of their Eligib111Cy with prospective $4
employer but 1f asked should present Ehg‘employer with the voucher. . v

I

o Local agencies should be discourgged fro:hexpending'resources on
vouchering when a referral has not been arranged. Instead they
ghould focus on selling the program to firms and asking these firms
whather they would like TJTC eligibles to be referred to them. [

~




" 1In 1979 fewer than 25 ;000 firms received a TJTC and fewer than ~10,000 receiv~

. greater. “

o‘Enplgyerl wust be 1n£qrmed by 1oca1 agenciea a8 to which eligibility
category the individial 1q_in. Ex-cons make up only $ percent of . all
TJTC vouchers. It is important that paople in other eligibility
categories be freg ot the atigma of being theught to poaaibly %e an
ex—convict, v;,_ RN B

a

o'Application for TJTQ certification ahould %e nade no lagpr than a day
after beginning vork ; '

o Documentation of eligibility should be ‘presented to the employment
‘Barvice no later than 15 daya after” a requeat for certification 4s )
‘made. This provision 1g' designed to dlscourage. employers from request-
ing certifications for everybody hired regardleaa of whether there is

any prior. indicatinn of possible eligibility.

s

v L Lo Ce

Non~targated_8u§nidiaa: Tha Contrast

‘There are important lessons to~be 1earned from the u,s. expérience with .
qrployment tax creditsﬂ-the New ngs Tax Credit the HlN qu Credit, and the
Targeted Jotu}frax Credit. -There .axe dramatgc contraats between take up ratee.

ed a WIN Tax Credit. In 1978 1,100, ng firma1 more than ‘30 percent of "all
the nation ] employers and more than half of the eligible fixqukreceived a
New Jobs Tax Credit (RJTC), 4 non targeted mnrginal wage‘subsidy designed to
subsid{ze increases in emplo&ment. A 30 percent + pnrticipation rate 1is
remarkably high. In contrast, six,years after the’ introduction of accelerated
depreciation in 1954 only 21 percent of all proprietdrahipa and 30 percent of -
all corporations were using an accelerated depreciation a&thod on any compo-,
nent of their capital stock (Ture, 1967). 0nly 47, percent of the eligible
inVeatment put in place between 1954 and 1960 was deprecdated using acclerated
methode. In the first year of the aaeet depreciatiqn range ayatam only 1.4
percent of all companies and, only 60 percent of tﬁe total'dollard of new in—
vestment in producers durables took advantage “of the ahorter 1ife time availdr

able under ADR. Use of the accelerated depreciatiOn range ayatem is now much

0

The NJTC seems to have had major impects upon the economy In 1its two
years of operation, the NJTC subsidized more than 4 million person years ot
employment. All three atudies of Neq Jobs Tax Credit have fgund that it iﬁ—
creased employment. The NFIB atudy (HcKevitt 1978) estimatea 300,000 extra.
jobs by the gummer of 1978, the Pexloff and Hachter study " (1980) 700 ,000 joba .-
in 1977 and the Bi:hop atudy'estinatea }50 000 to 670,000 jobs by symmer of o
1978 in _constyuction and diatribytion 110ne. Binhop s study (1981) found that

1)
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teduetiona in the aargin bctveen retiil nnd manufacturers vho;eanle pricea
' 1nduced by NJTIC saved consumers btheen $3 and §7 billion. . .\.

. ¥ 1 2
o The lesson of - onr. recent experience uith euployment eubabllea is chat a

W gL idy of private sector enplAyuent will reach i ncale .nd eoat efficioncy

lutficlent to nge LY real dent 1n u;r_utu: 1 unenpl_ynent, only_;fx
1. 'Enployer; are ablg to tinplY‘tertify thnir zwn eligi%llity.‘ >

lnd siqp}e fox them

?: 2y, The behaviorgﬂ rc-ponle delired of eqployern il ohviou
. ke wplement. .7~ VO . i

3. All or almost all eqployex- are eligible (otbervite the rc-ult 10 a )
._redistributiqn df who e-plqu who) . . e ' o

¥ A.I_Targeting 1s ea:ential but 1t ore import-nc to 1nclude a11~workera in
need of help thnn to equuae uorkera that don t need the hqlp-

» 5. The ta ge t group is defined by .a non—-tispatizing cri:oria that is vieible
to the employer {a characteristi¢ of the’ job like vage rate is hettei than
charactariutlcs of "the uorkef)

v

}§_ 6. It is uargin-l-fpaid for incre-sel in'enélgxgent' bove a tﬁrenhﬁld liké
RN RITC. e

i
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" OTHER OPTIONS TO, BE CONSYDERED

?

o -

This sqctdon of the paper presents a\gpéc;iptioh ahd asnalysis of four’

. .- .
- e ’ . -

: A. A Subsidy of Incresses in Employment”

other employment training subsidy schemes. .

Policieg‘that'cnn aéhieVe the twiﬁ objectives‘of etimuiating employment
while simultaneously reducing inflation nust have the effect of aigpifieantly
‘lowering the marginal costs of the firm's expansion and maintdining this
reduction in marginal costs for a considerable period of time. In competitive
Iltkets, a reduction . in manginal costs ia equivalent to an outward ,shift 6f
the supply curve and this inqvitaply results in more real output, worg jobs!
and lower prices. In monopolfﬁtically compatitive markets a reduction in
‘marginal costs that can be counted on to last for a while will induce the firm:
tp lower its selling price aud compete more. aggreaaiv’!y 5. Mere again the
result is more jobs, more output and lower .prices. The stimulus to employment

will, of course, be greatest if the subsidy of marginal costs ié limited to

employment costs.

If well deaigneu, private sectbr employment aubsidics of’expansions in
the employment and training of unskilled and young workerg are hn effective
meuna"of reducing this stagflation problem. A number of studies have come to
the conclusion that émployment can be increased and aggregate unemploymcnt\ A

decreased by shifting emplé}ment demand from skilled 1abor,ﬁgrkets to unskill-

ed labor markets. Two empirical studies (Baily and Tobin, g278' Nichols, -
1980) have found that loy unemployment rates in skilled labor markets have a -
much more powerful influence on aggregate wage inflation than ‘unemploywent
rates in unskilled labor markets. When analyzed in a general equilibrium

framework, it hgs been found that bgcauae of the minimum wage, transfef pro—

e elasticities of labor supply by teenagers, women and low
gengrally, a wage subaidy of unskilled labor will increase thafr'.
employnent wit¥ut significantly reducing tHe employment of skilled workers -
_even 1f the skilled workers are taxed to provide the subsidy (B8ishop, 1979;
Johneon, 1980) - ! . ’

"The reveuue costs of a significant reduction in the costs of increasing

. employment can be minimized by setting a threshold (samy 1983's FUTA tax base,




, .
. [y .
or aggregate hours worked by all employed in the firm) and subsidizing in-
creages in that index of empldyment. A subsidy of employment above a thresh—
. - Y

old 18 preferred over subgidizing new hires because many firms have turnover
rates of 50 to 100 percent. Subsidizing new hires quickly results in one's ) )
" subsidizing the firm's entire woxrk force. The use of either the FUTA tax base T _E

‘(as was done with the NITC) ox hours worked as the bagis™ for  subsidy would
concentrate the subaidy on the lowest-skill jobs-—exactly the segment o the

1abor market where labor “surpluses are greatest. Su¢h a focus 1s desirable

chguae a general expansion 92 the economy will quickly érodqce shof;gge- in °

certain skilled occgpqtions and the qugggitlvg bidding for the limited num—
ber of people with needed skills that will result will rekindle inflation.
The subgidy could be even more strongly focused-on the legatﬂakilled by having

a provision that reduces the subsidy if the firm's average wage in 1984 ex— '
ceeds its 1983 wage by more than some standard amount. (say 5X). Such a pro~ o
vision mould have the further beneficial dffect of putting direct downward

pressure on wage inflation.‘ Our experience with the NJTC suggests that a
marginal wage subsidy of that type may promote wage inflation. This tendency
can be forestalled, however, by reducing the potential\tax credits of a firm

if its wage increases exceed some yage increase standard. Such a subsidy can

be very simple to administer. To calculate its gubsidy. the firm wodld need
four numbers: total wage bill this year snd in the base year and total hours
‘ worked this year and in the base year.

How such a echeme'would work 1§ most easily understood by examining a %ﬁ
specific proposal. (The epecific parameters of this proposal are illusfra- T "
tive.) Firms and nonprofit entities woula‘receive a tax credit against Social .
Security taxes of $1.00 per hour for every_Hour by which total hﬁurs worked
(1n61ud1ng those worked by salaried nanageneﬁl) at the firm in 1985 exceed
total hours worked in 1984.% A tax credit would also be'provided'in 1986
for increases in total hours worked over the highe;'qf 1985 or léeﬁ's hours
worked. In 1987, the tax credit would be for increases in total hours worked
over the.highest of 1986, 1985, or 1984 hours worked. The tax gcredit would be
reduced 1f the firm's average wage (calculated by dividing total compensation '
by total hours worked) in 1985 was more than 5 percent greater than its 1984 .
wage; The threshold for the wage increase “take back™ might be 10 percent in
1986 and 15 percent in 1987. i

~
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A geieral formula for the tax vredit is

TC‘sill%

w (wit 8wo)uit . . - ' 0
aubject to the comatraint that TC » 0 and’ (Hit'%wo)ﬂit >0

. . < . . - * }

where Hy~ hours worked by people in the 1th §ob during time perio& t
1 - growth of employemnt in the ith Job nbove the threshold

. . “1 = hourly wage rate of the 1th Job 1in time period t \/
Vo = the firm's average wage 1ﬁ‘the base period
s = hourly tax credit *- . . ) : ) i

g = wage growth atandard, g > -

u = take back rate .

.An increase in the wage rate is taxed at the rate u, Th&g discourages wage T
increagses above the standsrd. An expansion of houts that 1eave§:the'compost— f
tion of employmept unchanged is sybsidized at thgﬁrate of 8 dollars per hour. - L -2%
Where expansions are tﬁproporcional and the firm 18 in the take back region, v .
. the tax benefit depends upon the wage rate of the jobs that aFd_expanded:- . +
dTC ’

\ . .

e a—u(wit—gwo) L A ¥

1f, for 1nsiance, 8 = $1 per hour, u = .1, and gHo = $8.00 a; hour , offering i __Q B
4 an additional job paying $4.00 an hour would genernte a tax credit of $1.40

per hour, expanding a job paying $12.00 would generate a cr¢d1t of $.60 an-

hour, and expanding a job paying $18.00 an hour would generate no credit.

This type of a marginal employment subsidy has a pumber of attractive . BT
features: . *
A }. Firms are encouraged to increase employment by'ﬁiting_inexperienced : o
© workers and training them rather than by increaeing overtime work or Cols
bidding experienced workers away from other firms by raising wages.

2. Within each firm it tends to target the employment etimulus on the . wen
. least svkilled workers. (This occurs because hiring extra low wage
workers lowers the average wage of the firm, and this helps the firm
meet the 6 percent wage {incxease standard.) The increase in demand at
the unskilled enxd of the labor market should produce large reductions
in the unemployment of youth and the disgdvantaged. o, : b

3. Targeting on less gkilled workers is accomplished without giviﬁg‘]ow
wage firms a proportionately larger subsidy.

“~




4. Firme sre encourlged to .slow the rate utfwhich they increase wage
ratea, ’

5. Both marginal and average costs of produetibn are reduced, while
simultanecusly, wage incresses above the standard are taxad. ‘Penslty
tax fncentive based income policies (TIP's) in contrast, have the
disadvantage of raising wmarginal and average costa, and therefore,
prices of firms that violate the wage standard (Seidsan 1978 and
Dildine and Sunley 1978). L

_ It 1s a balanced anti—inflution prdgrem. The subaidy compdnent lowers
price inflation and the wage 1ﬂcre--e.“;uke back™ lowers wage inflation.

B. The Re~e@p}oynent Voucher

The re-employment voucher proposed 1in "Amendment #518 to HR 1900 of!er- -.
worker the option of using his entitlement .to Federal extended unemployment
insurance benefits as a job eubsidy rather than as income maintenance. It haa
some attructive features' . v . It .

o The voucher ¢an be used to subsidize any job whether it 1s at a for profit
or a not-for—profit organization and regardless of whether the employer

hasfa positive tax liability. ,
o It seems to be simple for the employer to gdminister. s

o Worker eligibility is defined by a characteristic (being unemployed for
six months) that-1s already known by the employer. Hence if a job aeeker
advertises his eligibility for the voucher, it should ngt have the effect
of stigmatizing him/her any more than they ulreudy are etigmatized by
virture of the long-term unemployment.

o The eize of the.voucher paynent 1s related to how long the individual
works at the new firm. . : .

o The job-seekers previouu'elployers erelineligible for the voucher——not
excluding them would have produced an incentive to lay off workers with
plans to rehire them six months later.

o Payments are made to the firm almost 1unedi.te1y after hiring the vorker,
reducing the-working ‘capital needed to expand employmént.

It should be noted that most of the long-term uneuployed will not be
eligible for this voucher. Many of the long-term unemployéd are not receiving
UI because prior to their current spell of.unqnployient they worked for too

. short a period of.tine in covered employment. Only sbout half of all unem~
ployed workers are cufrently receiving UI. Others will befiheligible because
they will not hear of the progrum;s exisfenee in the one wonth period they

have to sign up for {it.
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-Particeipation Amongst Eligibles
Slnce the legislntlon dogs not requirc the job seeker to giva up his UL

ellgibility before xindtng a job thqre are two ways a job seeker can get a
subsidized job. - He/she can get the.Job fixst and thea apply for the vouchcr
{this must be done bafore or during the one ionth period of eliglbility) Y
he/shc can apply for the voucher (temporarfly giving up the gupplementary
U1 benefits) in- the hope of finding a job. I would not cxpect this latter
mechanisn to be very important. f i Yeason s that par:icipation requires a
positive act’on the part of the job seeker in which he or she temporarily
sacrifices next wcek's 1} pajmont in hopes of qnickly getting a Joh because of
the subsidy. If the job search with voucher in hand is unsuccessful, he or
ghe can g&t thcir'supplementary 1B} benefits_later, but since mopt people un-
cmployed»for six monfha or more have severe cash flow problems, many will not
o J be. able to-afford.ajone or two month period of no UI bepefitg, especially when
' the out-of-pocket cests of job search are higher because of the increased
search intensity.7 - ' .
‘ - ‘A second reasqn for not cxp&cting many eligibles to choose the voncher
+ without already having arraoged a 1ob is that job gseckers seem to be averse to
announcing Lo pros%cctivc employers that theay are on “sale” % {.e., can be
obtained cheaper. This has been reportcd'b§ counselors who deal with TJTC
eligibles. It muy be for a good recadonm, because two experiments in which TJTC
eligibles were taught to use their oligibility for TITC as a sellgng point in
thcir,job search (one in Dayton, Ohio, the other in Wigcohsin) have found that
' TJTC cligiblcs randomly assigned to be trained to mengdon the TITC were less
likely to find ? job then other TJTC eligibleg. The reason tifat advertising
one's TJTC cligibility secms to have this effect is that announcing one's
eligibility tells the prospective emplodyer somcphing—~l am a uclfare rccipl—
ent, from a loy.incomc family, or an ex—con, etc.—~that in most cases the
e employer did not know beSqfe and that stigmatizes the job seeker. Pregumably,
the voucher fér being unemployed long enough to receive suppleme;tary Ul will
+ not have the Zamc effece, bnt~one¥cannot be sure.’ ’ . .
1£ participation ‘4g to reach a reasonable levcl ‘it will require initia-
tive on thc part of the employer or a labor market intermediary. One can
cnvisiOn an employer putting 4n a job order at the Employment Service (ES),
havc x jobs for people who have rocently become eligible for Federal supple-

- men;nry payments. They do not have to have ¢hosen the voucher yet, only be
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eligiblé to choose the voucher'. If the ES coopérates With such requests, the
firm's costs of finding eligible workers will be low. The firm can offer the
job to the eligible job applicant it feels 15 most qualified on the conditlon

that the person apply for the voucher.;_ . . ' v .
ex—

An alteriative mechanism that does not require the firm to request

rals from the ES (70 percent of firms wlthnvacancies do not ask for referrals

© from the ES) would he for it to scream Job upplications searching for people

who have been out of work the required amount of time (e.g., 5 to7 months),
and then ask those who scem to be eligible for the voucher when thelr regular
Ul will be ot was exhausted. The firm would select from amongst the eligibles
and offer the job on the tondition that the npplicant apply fot ‘the voucher. .
If an nttrn;tive Job candidate 1s not yet but soon will be eligible, it would
seem llkelyrthnt the applicant will be tald to return when ha/she -1s aligible.
1f this candidate is partttularly well qualifiad and the firm does ndt expect
Euture Openings the vouoher might cause a firm to postpone fillionk a Vacancy
until the not yet, ?ligible job applicant becomes eligible “ '

The exanple just discussed {llustrates omne of .the problens that arise
from targeting a benefit on people unemployed for u par;iculur period of time.
Even 1f the voucher does not cuuse a firm to hold a particular job open while
walting for the preferred candidate to bacome eligible, its main effect will
be to change who is hired, non‘incrense total employment. . Senator Quayle
acknowledges that "the amendment wlll not overcome low demand for workers, but
1t will target employmcnt to the long—tcrm ungmployed The designers of the
voucher scheme have set thelr sights toe low. The objective should be in—

creasing total employment and reducing unemployment without rekindling 1nf1§—

htion, not just redistributing the pain of unemployment. Any governmental,

interventlon in thc labor market involves some cost and some distortions. 1If
one must incur thece costs, ;ney need to be justified by benefits to one job

seeker that are not offset b

. . 5y

G- ‘Marginal Training Subsidy

logses to other job sebkers.

-
A marginal tvaining subsidy (MTS) would of fdr a_partial subsidy of trafn—

ipg expendityres ahove a threshold level. The rate of gubsidy or tax credit

would be set somcwhere between 10 and 30 percentl .The training costs that

woyld be eligible for subsidy would include paymentd to industry training
1]
’ .
! 4
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funde, tuition reimbursements’ for job rplated training, contlibutions of mate-

rials or staff time to vocationalltechnicnl institutions, the budgeted costs
of the firm's formal training of new and continuing employees, and certain of
the costa of informal training of new and upgraded emplo;lreaa.8 Partici-
pating companies with more than .100 employees would be required to have a
training advisory committee that coﬂt?ina worker representation.

While the measurement of the costs of informal training 1s difficule, 1t
must be attempted 1if choices between formal and 1ﬁformn1 training are not to
be distorted. 9 The subsidizable costs of 1nfomnl training wbuld be limited
to trainee time and trainer time during the first year of employment ‘or during
the first 3 months before or after a mgjor promotion and change in Qob respon—
sibility. If the training is fornnl, certn%n addftional expepses-—books and
materials, rental on teaching machines snd equipme%t or office space dedicated
entirely to training, and payments to training vendors~—-would be eligible for
subsidy. Formal training would be subsidizable regardless of length of tenure
snd whether the workef is receiving a promotion.w At the conclusion of the
training program or the firm's fiscal year, the employer would be required ro
award each trainec a certificatc describing the number of hours of formal or

skills taught and where appropriate, the

informal training provided/attended,

competence achieved.

The threshold which must be exceeded befofe a subsidy or tax credit would
be pald would be equal to 10 percent of the firm or establishments wage pay-

ments to employees with less qg:n‘one'yenr of tenure at the firm plus 1.5 par-

cent of wage payménts to all oCher employees. \The threshold 1a highe; for

firms with many new employees because (a) new 4mployeces tend to receive more

training than continuing employees and (M theJcosts of informal training, are
subsidizable only during the first year on the job and for a short peviod
before and after a promotion. ’ N

A subsidy abo‘? a threshold has some important ndvantagea over an obliga-

tion to speud a minimum amount on training:. N N
o Firms that are big trainers (and therefore
skilled workers would always face an incent

o In France where an obligation to ypend 8 minimum amount on training 1s 1in
operation, the great majority of French employees work at firhs whiph ex-
ceed their obligatioh to spend on trainihig so at the margin, there .1 no
puhlic\gncouragement of additional training for the majority of Frgnch
workers. A subiidy above a threshold lvoida this-problem.

~

robably efficient trainers) of
¥$e to expnnd their training.
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o Paperwork 1s reduced bccauu mosat flms('

ould not apply for a subsidy in (r
most years. Year—to-yaar variations in training expenditures are likely '
to be largn at ssall firms. Such firms would wmost llkely spend above the
threshold only in years in which there 1s a major expansion of employment
or the 1ns:a}lattoh of new aquipment. \

o Employers who feel the administrative burdens of the subsidy are too high,
are free'not tp participate.

pa :
All employers—profit making, nou-profit snd govnrnmnntal——should be aligible

for the marginal training subasidy 1f their training expenditures excead the !

threshold defined for éﬁeir orgnnization.lo In order for 1nceﬁt1ve affects

v

to be mntimizea employera must feel they are assured 8 larger, subsidy payment 1 4
1f they 1ncrease choir firm's training investment. Together these two congid~ ) )
eratlons @mply that the” MTS should be adminisqered either as a snbgidy enci- ) o ‘;
tlement, as & tax credlt against a broad based tax on the firm's wage bill )
‘like FUTA or soclal security, Pr a tax credit aiést locome taxes that can be (
sold to other firms.ll The MTS would be financed ‘8ither out of general re-
venwe or a spaclal tralning tax.on the wage bill of all ewployers. In order
to give firms time to sgt up the ugcounting procedures to racord training ex- - -.fﬁ
penditures, ic would be phased in at least a year after cthe legislation is o .
passed. ‘ e : "'

The MTS has a number of important advantages: -

o The social benefits of on-thc*job training are probably just as large
as. the soclal benefits of occupationally specific training provided by
schools. The MTS would create an incentive for, firme and workers to
generate more of such benefits and would reduce currently prevalling
distortions of the choice between ‘these two modes of providing
occupationally specific training.

o Since the employer pays 67 to 90 percent of the cost of training, there i
18 always an 1ncentige_tq.do”the training in the most efficlent manner
possihble. * p

o Cholce of which jobs to train for and how to do-the training 18 wade o
by the employer not by am educator, a government bureaucrat or by the
trainee. The employer is the person best able fo project the firm's
future need for gkilled workers and to aelect the best method of train— . -
ing for those skills, - . - )

) The inclusion of the codts of . 1n£ormal training. in tha definitiog@pf -
subsidizable training expenses is fair to &mall business and avoids
., distorting che}ces between formal and informal training.

o While the MTS 1s not directly targeted or the unemployed dislocated N o'
worker, .1t will reduce ynemployment nevertheless, and would do so more s
efficlently than a targeted program like an ITA or the reemployment - . o

“voucher. The MTS reduces unémployment in twf ways: T

q ~— . [ s ‘ \




<3

" the really important decisions—hwho ie to be trained, what 1s to be tnught, .

It edcourages firms to hire-and train new workers; and to retrain
rather t han 1ay -off workers vhose lkills were becohing obsolete.

It encourages the firn to expand the aupply of skilled workers rather
than engaging in a bidding war for the limited gupply of .alréady
trained workers’ thus producing an acceleration of inflation.

o The MTS should discoyrage turnover. A firm with high rates of turnover
will have a higher threshold and will as a result receive a smaller sub-

sidy payment. y

The MIS has as its objective expanaion and intensification'of on—the—job
training. Only two small reforms of current practice are proposed—training
advisory committees at firms with more than 100 employeus and providing the

trainee a certificate describing the training that has been received.l2 A1l

and how it is td be taught——are made by the employer and the workez (the work-
ers influence these decisions through, representation on the training commit- , -~
tee, by bidding for jobs that require training, by seldcting an 3%ployer who .
provides the desired training, and the commitment that is given to 1earning

the material that is presented)t <

Employers and workers probably invest ncarly $100 billion of time and

resources in formal and informal on—the~job training each year. Consequently,
coverlng all employsrs and all kinds of training inevitably means costs can be
kept down only {f the subsidy rate is get rather low the definition of subsi—
dizable expenditure is rcstrictiVe and the threshold is get rather high.

~

. D. AcCritical Skille Training Incentive .
: . ' . v
An alternative approach to promoting moxe private investment in on—the-

job.troining 1s to target certain critical occupations that are experiencing
severe shortages. *A subsidy would be offered for training newly hired and/or

transferred employodﬁ in a few aelected occupations.

Selecting Skills for Which to Provide Trainingflncentive -

"determination of whether an occupation is in shortage would be based on

- . ..

Legislation would restrict the aubsidy to a limited number of industries
that currently export a major share of their output, or are service firms that
prov ide specialized high tech aerv_ices.l3 To ge eligihie for a trgining
subsidy, an occupation/skill would have. to involve.considerable initial

on-the-job-training, be required at many firms, and be in shortagi The

current data on changes in relative wage rates, changes in vacancy ratgs or

-



" training period that uould aerve aa a baaia for calculations tor nedian train—'

" ganization) -4 part of the nechanism for Qefining eligibility for a critical

veek of the start of the training (within one week of the date of beginning B
" work in the case of a mew hire). 17 Ihe requirement of immediate application

" monitor the nunber of | traineesxits program has etiuulated and to project

- Coe T L
nevspaperhgdvertiiing if pvailable, anq on’ recent and projected growth of

demand for the akill 14 the Department -of thor would be'given a fixed
budget and empowered to select # linited number of skilled jobe for which
training ‘subsidies would be available. L Lo
Once .an’ occupation had been eelected as:a potential candidate for subsidy
the Secretary of Labor would appoint an industry/labor committee to makelre~
commendationa regardihg the definition of the critical okill the competenciea'
that a trainéd individual would be expected to have, and possible mechanisms P
to inaure that aubeidixed trainees achleve these standards. . Ihe‘Departhent of
Labor would do a snall survey of the cohta of training and the length of the -

ing cogt. rs The, Secretary of thor would be empowered to make competency

certification (under the auspicea of‘a nulti—eqployer or union umbrella or—-.

skille. treining lubsidy.15 ':;- o S

‘rules would apply to all training programs begun one Veek ar more after the

Adninintration of the Treining Incentive . R !

s o
Application for a subsidy of a particular trainee mugt be made within one > |

for the training aubaidy has three purpoaas. (l) by forcing the firm to be
aware of the subsidy when it begins the trainink, it -aximizes the subsidy's
incentive effect and reducea retroactivity, (2) 1t allows DOL to continuously

future costs andcthe fullfillnent of 1ts goals, (3) for tﬁy firm E\ locks in
the terns and conditiona of aubnidy that prevniled at the date training was
commenced 1f DOL deteruinee that ‘more. (leao) training is being undertaken', ’.‘."r-3;
than.needed or was budgeted it hae the right without advance notice to re- o i
strict (liberalize) the definition of aubbidizableﬂ;oba/akilla, lower (raise)
the training cost allowance or end that occupation s eligibility. Changes in

announcement of the change. ﬁ; .
There would be no limit™to the nunber of trainees for which an euploye'

could be subsidized, and the firm would not have to obtain sdvance agreement;_
from DOL as to this number. The eaployer would only have to certify (l) that

the training provided reuulta in the - worker's" attaining the critical skill,

and (2) that the trainees did not have that lkill prior to the training._ This .,

e . -
.
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certlfie-tion uoula bc -udito¢ on & rlndon b;oi-,lﬂ Horkego who co-plete
training would be awarded a cqttificntc attfating to thc. killp they have

achieved. Thq skills taught by the troining prqgraa would be dencribed in ,

‘detail either ‘on the back ot the certifigate,pr on,in attachnent,'

The adminisgtratiion of this Critical Skille rnigins Inccntive\h:f been
dcocribcd in considerable detall for oevepal tealons:

o the populari:ymng uhg_prpgrgh with enploycro will dcpend upon pcw easy 1t
is for them to adnini!:.r gt (8 . .

o the power of the incentivet 1t produces -gd’thu coot of the program -ay
depend upon seeaingly minor sdainiatrative nqttcro (euch as when
anlication for ouboidy puot bc nude),'

o the primary concern .bout ptopopnll ouch as thio iu vhether they ¢an be
~administered, so there needp ‘to be a dcnonltratioh of the !eigibility of
the program. .

The plan deacribed has a nunbar ot.nttrnctive feutureo. N
* 1t is 11nit,d in ecope to’ occupationa dn critical ohontnge.

* Great flexibility ie givcn to progran adniniltxl;orl. (This 1a
essential becauss the very concept of the program ie new and becauae
it must quickly respond to the chnnging neades of-the e qogguy )

* Wqrkers who qﬁhplete training are -wardeddg ce:tificatq’that dcécribes
. the 8 ill!*they have gained, .

* The firm alwaya f-cea a marginll incentive ‘o prund ite training
of targeted skilla. (It does not have to get prior agreement from
DOL about how many ,people to train an adninistrative haaael that would
be a major barrier to participation.) )

* The firm 18 ‘given an incqntivo to retain the vorkers it trains.

* Despite the almost 'entitlem nt"nature of the training -ub'idy, its
total cost is capped by the monitoring of usage and DOL'n abiliey” to
lower subsidy amounts and tighten eligibility.

% A sunegt provision lutomnticnlly ends a okill'i eligibility for ,
subsidy. ’

* ‘Cost could be further’ reduccd by requiring that firmg already enploy-
ing people in the targeted skilled occupatiouns. ex<;d!e3’L ‘given level
of training before being eligible for -aubsidy. It could be agsumed
that’in the nornal counge of events such firme would have to raplnce
10 percent of their stock of workerfs with the targeted skille anyway.
The eubsidy could be paid for trnineel above thie threohold

* It complements the Sub-idy of Incre-,eo 10 E-ploynent dcocribad in the
first aection.

“# The firuo administrative costs are kept low. The firn does not have o
to calculate and report how much it ie epending on training. ;

* Eligibility for aubsidy de a function of an output—-the number of ’

| people . trained for certain apecific jobe--not a measure ‘of input,

: This creates a strong incentive to be aa efficien; as posgible 1n
doing the training. 4




The Criticar'BRAIL. Trplnins Inccnbive‘has soae inportlnt drawbacks, how— -

L ever. Itp success depends upon the wicdom and timeliness of the selection of
skills tor ‘which tr-ining nubsidy 1s provided. Exgerience with federally
funded graduste fallowqhipn should renind unrhoq difQICUlt it 1l !Qr govern-
ment to forecsst tuturn demand for a -pecific skill and implement decisions to
e§tend or withdraw training -ubsidiea in a timely magoer, Graduate fellow‘
ships que originally tirgéted on a few -hqr:qge filelds thought to be critical S

td nstional defense. However, other fields ca!paigned ‘to be included and new .~fi

programs were stsrted until almost every field of study was includsd in at

least one agency’s: fellowship program. The nuuber of fellowshlips expanded even
 after the shortages of PhD holder; that gave rise to tha‘ﬁtograu- were te-

placed by.nvrpluqes. The CSTL hae tenturel——the lunaet ptovilion, great
administrative flexibility and a fixed budget-—thnt are intended to prevent a
Tecurrence of the poor timing that characterized the graduate fellow-hips
prograns., There is always the pousibility, howtver, that the projec:ions of
future demand will be wrong or that politics vill tenult in the’ wrong occupa-
tions being *selected and that the selective nature of the trnining dncentiva

would increase rather than decrease market distortions.
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1. The Reaearch Diviasion of the National .Center’ han i grant fron the quart—
mént of Health and Hunan Serviiles to gonduct a more intensive aﬁllyais of
~the TJTC qucltionn in the NGRVE anploygr survey than has begn done so

S \ Star., 1 would like to thank HHS for their support. Tpis. work has only

o just begun and ig not at-a stage where I can report on it. Counsequently

. todays testimony is a synthesis of what has been learned from part

o analyses of these and other datn.on TJITC and other vubliahed ‘gtudies,

2. The coligressional budget offic\»has estinated that there wers 5 uilli&
disadvantaged youth in March 1983. In FY 1983 chere were 259,3 09 certi-
fications in this category.

3. What is important for the cost effectivaness of the ‘program i hOw the
existence of thc prOgran and’ resulting»nxpariqncos with eligible uorkers
change employer perceptions of the productivity of ¢ligible workers. 1f
the very fact that government has chosen to subsidize the hiring of
particulay group causes employers to anticipate even 'lower output ffﬂ:

-t the group,-the program will not be cost effective. If, on the other

hand, participating eanOyers discover that elibibles are better than w
they previouqu thought , ‘the program will be very cost effective. - Since
employers are réporting that the TJTC eligibles théy hire are ofily )
slightly less productive than other workets in the same job and some .
employers are rapidly ‘expanding their hiring of TJ;F eligibles, the tax
N credit may be having the desired effect of raising some employer opinions
. of the productivity of disadvantaged workers. )
AN . 4. In a demonstration program in' Fond du Lae, Wiaconsin .Job developers for a
short term try out and train enployment subeidy ‘found that 4 of every 10
- firme contacted agreed to participate. (Pub}it/Private Ventures, 1983,

. 28.) o "
’ v e \«&
Q@ : . 4
v 5. The primary purpose of, the subsidy of increases in émaployment is to induce .%@g
increases in output and thereby correct ‘the distortions produced by the Yo

prevalence of monopolistic conpetitign (Price > marginal cost) in ouy
economy. Its marginal character is noL new. fnvest-ent tax credits and
liberalizations of depreciatign rules’ that ‘are mnot rdtroactively avail-
able to already installed capital equipment have had the.effect of lower~
- : ing the long run warginal cost of many products below the prices that
prevailed at the time of the tax change. :
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6. To inaure tha; the cnployer waé at léast aware of the tax credit at the 3
. @ K Ju time enployment decisions are being made, preliminary’ npplioation for it
N * would have to be wmade by July 1, of the calendar year for which subsidy ¥
:>' ) ’ is requ%sted _ ) .
. . ¢ - v . . - Q

R 9. An important feature that is not specified in the legislation -is whether
. if job search 18 uvnsuccessful the supplementary Ul payments are retro—
* - active payments for the period df unsuccessful job search, or whether
- N they are extended oligibility for payment for the weeks of job search
. following the request for the UI payment. The former is to bé& preferred. el
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To insure that valy training gets subsidized/not vacations or motivationm-
4l sales meetings, subsidizable axpenditures might be defined to exclude
(1) travel to a remote site other thar the company’s national or the
appropriate ragional headquarters, (2) housing and food ﬁxpensos of more
than $100 a day, (3) costs of training non-employaes, part time employdus
working less than 50 hours a month “or employees for whom more than 50 °
percent of compengation tomes from commissions, {4) payments to epeskers
or presenters of 8 training session of more than §1000 or $200 per
contact hour which eyer 1s higher. The. costs of developing a traihing
package or system for use Iin training ones own staff would be an
allowable expense. : ’

A tralnee would ba consideraed to be engagad in formal or informal training
1f he 1s recelving group inetryction, being inatructed by a computer,
reading manuals or instruction bqpkléts watching others do the work or
being ,shown the work. A tralner, supervigor ot coworkers time would be
consldered to be engaged in a tralning activity only 1f 100X of the

“tralners attention is devoted to the training purpose. If any output

‘1s produced during at training activity it would have to be given to the
trainee, discarded or given away. The following tests could be used

to define a promotion for purposes of calculg}ing ‘aubsidizable

tralning expenses: there would have to be a new job title, noticeably -
different job duties and a wage increase at least 6X above the

standard senlority or cost of living increment and the individual could

not have held that particular job before. In order for new employee
training to be mubsidizable it would have to“be assoclated with a wage
incrense by the end of that year off at least 10 percent over and above

the rise\ln the cost of living. . N

To insure that employers who recelve an MTS subsidy were aware of the
program at .the time it might influence their behsvior, it could be re-
quired that the employees make a preliminary application before July 1 of
of the calendar year for which a subsidy 1s sought.

1f the MTS 18 a subsildy, subsidy payments would be taxable’ income. If the

"MTS I8 8 tax credit the firm would have to reéduce its reported soclal

security or FUTA tax payments by the amount of the tax credit.

. I >
To the ektent that the accounting rules used to distinguish training
‘hctivitiea from production activities affect the way training 1s con-
“ducted this 1s an unfortunate unintended consequence of the ne?esaity of
defining a dollar quantity of.tralning expenditure for each firm.

Examples might be communications, machinery, Instruments, chemicals,
phnrnnceuticals,'electronics,-computer servict and R & D laboratories.

For a gkill to be eligible, both recent and projected rates of .growth
would have to be high. “ Projections of future growth should be based on a
methodology that can be updated on a quarterly basis and that uses
contemporaneous market eignals (such as current or forward prices of the
industry's product, new orders, current {ndustry sales or'employment) to
project future employment. The methodology muat be'capable sf giving
timely warning of industry turn arounds like the one that occurred in .
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1981 in oil drilling and exploration. A projection of rapld growth would
be suffictent on 1té own (in the abeense ¢of high past rates 6f growth).
only if the evidence 1@ particularly strong (e.g. Congressional passage :
of obligational authority for a huge multi year contract). Where class—
room training at schools or colleget substitutes for OJT, information on
tha number of graduates of amch programs (recent and projected) would
have to be compared to growth of demand.

The 'survey would not be very co-tly and would not take long, once a sample
of employere who have trained such workers was obtained. While visits to
establishments by specialized ataff would be the preferred mechaniem, it
could be done over the phone. A telephone interview approach to measur—
ing on~the-job training costs for specific jobs has been developed by the
National Center for Research in Vogational Education and inplementad by
the Gallup Organization at a cost of .less than $75 per interview. The
training costs that would be measured by this survey.would include:
1) payments to outside vendors auch ae a training inetitution,
2) depreciation on machinery 100 percent devoted to training, \
3) time of specialized trainipg personnel that.is speit in contact with
the trainee or preparing'lenonoIl
4) time of supervisors or coworkers ‘spent giving formal or informal
training to the non-worker above a 40 hour aminimum, <
3) time of the trainee that i1s spent in a formal or 1nfotnn1 training
activity thet is not directly productive, .
The aurvey would algo serve as a basig for developing an operational
definition of the job or ek#ll for which ;rgining subsidies would be
provided, and for the levals of the skills. The results of the survey
would be reviewed by DOL staff and the industry/labor committee. DOL
staff would make a formal recommendation to the Secretary which the
advisory committee could endorse or take exception to as it wished.
Training costs allowed in future years would be indexed to the economy's
aver age hourly wage, so the survey would only need to be done once.

Systems for competency ccrtification currencly exists in coneétruction,
telecommunic¢ations, banking and a variety of other industries, In eome
industries and occupations, an existing system(e) could be adopted “as
18" or modified; in other industries and occupations a nev system would
have to be deveIOped. " Since -an occupation is eligible for a critical
skills training subsidy for only a limited period, a judgement would have
to be made as to whether the benefite of competency certification would
outweigh the inevitable coata and delays that such a requirement would
impose. ‘In additiogy, in certain fast changing fielde codifyliig what must
be learued in this Way might ngt be desirable. 'There would hé an bxpec~
tation that the org-nization”-pohcoring'thi compatency certification
would con€inue the eservice after the end of the period of the occupa-
tion's eligibility for CSTI. Condlitioning the CSTI on the existence of
competency certification would tend to encourage industry groups -e!king
designation of one of their job/ekills as a critical skill to create a
certification process for that job.

A ' T

The application. form could be quife simple, requiring only the name and

social secruity number of the trainee, employer ID numbér, the training

establishment's name and address, the firm'e Pile and address, the skill
-

.
Al ¥

=~
»
.

L

M A G R




e asie 5 b (/ Y - Ay A ST - el B A Ly e S $ed e L I AR e L
. d ’ . ‘

-y ' 189° / )

for vhich training 1s being provided, the trainee's wage, and a descrip-
tion of the job (including its wage) for which he/she 18 being trained.

18. An advance opinion as to the eligibijity of a proposed training program
(binding on DOL) would be avallable employers who requast it. The
calculated amount of subsidy would be paid in equal semiannual 1nstall-

A ments over the training period that has been establiehed for that skill.
If the worker 1s employed at the firm for less than the full training
period, the subsidy payment would be prorationed for the perlod he/she @
was at the firm. The payments would be taxable income. Training estab-
lishments would submit semi~annual bills to DOL for the subsidy payménts
due to {t. The payment would be made to tie training establishment firm)
because suditing would be carried out at the establighment level, and
because the payment then ehows up in the right place in multi-establish~
ment firms ‘'with divisional profit centers.

AV)
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Dr. Bisnor. Thank you. . '

. Given that I have 3 minutes, I am not going to attempt to discuss

- ¥ all of the results of the research we have done. We have had three

' large-scale surveys of employers; we have talked—through various
people who did our interviewing for us—with maybe 8,000 or 9,000
employers. -

I will boil it down to some recbmmendations.

I think the emphasis should be on increasing the cost effective-
ness of the program, increasing the program’s bang for the buck.
And with that idea in mind, I want to draw from the studies what
can be drawn in order to' make suggestions along those lines. _

Studies have found that employer utilization of this program and

« * similar programs are not very sensitive to the amount of the subsi-
dy. It is much more importaht how you administer the program,
: and there is a lot that needs to be done to improve the administra-
- tion of this program. Many people have already made some sugges-
tions and I will make some more; but since that is not something
you cad put into legislation, I think maybe the emphasis in discus-

sion should be on legislative changes in the program.

The séeéond thing we found is that in our interviews with em})lo -
ers, most of the jobs are very low-wage, and they offer very little
training. .-~ ‘ ' . : .

< I think it would be desirable to encourage more training be pro-
vided on these jobs, and emphasis and some preference be given to
jobs that involve a lot of training. : i !

Consequently, I recommend lowering the rate of subsidy to, let’s
say, 25 or 33 percent instead of 50 percent; keep the cap at $6,000
on wages, but dllow as a subsidizable expense training costs, pay-

’ ments to people other than the trainee or the TJTC individual that
are involved in traiping that individual, and there would be a cap
of let’s say $5,000 on those expenses.

The purpose would be to give a greater incentive $o jobs that in-
volve a lot of training, and a lesser incentive to jobs that involvy
little training. = ' o .

The reason for reddcing the rate of subsidy is, one, it would save
money. If you went down to 25 percent, it would cut the cost of the

- program per person subsidized in half; and yet, I don’t think it .

<
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would reduce the response to the program by nearly that much..
Therefore, the cost effectiveness of the program would go up.

This is justified, also, because we asked em loyers: ‘“How produc-
tive are people who receive TJTC's?” We asked them to compare
the TJTC employee that they hired to other people in basically the -
same lob who were not subsidized by TJTC. Some people, I think it
was 55 percent, are reported to have the same productivity as non-
subsidjzed employees in the same job. About 10 percent were more
productive, and 35 or so percent were less productive. When you
average out the less productive against the more productive, on av-
erage the TJTC people were about 7 percent less productive than
the individuals who did not receive,a TJTC." i

What that suggests is that it does not require a 50-percent subsi-
dy, except for possibly a few eligibility 'categories, such ‘as the dis-
_agled, to induce firms to participate in the program and to make
use of it. So, consequently, I think some consideration ought to be
given to both lowering the rate. of subsidy and simultaneously al-
lowing training costs to be included in the expenses. )

, SenatorHEINZ. A point of clarification. You said ;that targeted
“  jobs tax credit people were less productive. Did you mean at the
eginning? At the end?

r. Bisnor. Well, the differential was greater at first than it was
later. Our data goes only about a year into employment at the
firm, and so we are not looking at 3 or 4 years down the line.

Senator Heinz. But you srovided a number, I thifik 50-percent

. less productive. Was that at the beginning or at the end of 1 year? °
. Dr. Bisnor. Well, we haye asked questions along these lines three
different times, and we get slightly different answers at different
points. It is a larger redMction in productivity initially than it is
later. This 7-percent number is the most recent study we did. In
“another study it was 4 to 12 percent initially, and then it drogped
J to 4 to 5 percent, at the time of the interview, which would have
+ been about a year later. That’s on"average. " _

What most employers are doing is, a lot of them, of course, are
giving preference to the target group, but they are trying to look
within that target group and pick out people who are just as pro-
ductive as they normally woulé) be hiring. Knd they are doing their
Ibest to get the best person they can. .

Consequently, 1 tgink that a subsidy rate of 50 percent isn’t es-
sential; what is much more important igghe administration of the
program and reducing paperwork costs and having the administer-
ing agenties be more gung ho in promoting-that program. That can
havé major impacts upon participation. :

For example, the participation rate in States like Alaska, Sbuth
Dakota, South Carolina, is about four or five times the participa-

_ tion rate in States like Texas and-California. And that’s not due to

_-greater numbers of eligibles in the State, it is due primarily to the

" mode of promotion and administration/of the program by the State
agencies and local agencies who are résponsible. . :

-Senator HEINZ. We are going to hear from the State of Maryland
in a few minutes on their experience. .

Dr. Bisnor. Yes; and a lot can be done there. In fact, much of the )
increase that has o¢curred in the last year is most likely due to the U
pressure that the Department.of Labor has placed upon the State -

+
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agencies to promote the program more. And much more can be
done in the future. | )
So the program has a participation problem right now, but the

. solutiep to that problem is in administration and not through

trying to make it more generous.

I think an inclusion of training costs in the eligibility, in the
base, would be desirable. / .

A few comments on who should Be included: 1 agree with the
suggestion of medically determined disability, though that needs to
be done by the Social Security Administration and not by the. per-
son’s own selected doctor. -

The other group I wou)d suggest that you consider is people who
are in families who meet the income test for the program and who
are over age 24, and who are unemployed. That would be a large
eligibility category, so you are talking big bucks most likely, if that
group were included; but I think an income test is a much better
requirement than 6 months of unemployment. Simply requiring
both unemployment and a family income below the 70 percent of
the BLS living standard would be sufficient to target it on the dis-
advantaged groups. bl

I don’t think it is a good idea to include in-school 16- and 17-year-
olds or high school dropouts. There again, I think you should wait
until age 18 Lo be eligible, except during the summer.

I think I have used up my 3 minutes.

Senator Heinz. Thank you very much, Dr. Bishop.

Mr. Robison. : '

STATEMENT ()l:‘ DAVID ROBISON, PARTNER, RSN HUMAN
RESOURCES, WASHINGTON, DC

Mr. Ronison. Senator Heinz, 1 would respond to one key point,

" and ] wish Senator Dole were here.

Senator Heinz. His staff is ably represented:by George Keeler,
who is hanging on your every word. [Laughter.]

Mr. Rosison. TJTGC, I believe, is revenue-neutral. I recently corh-
pleted a study of 1,500 certifications from actual wages, tax credits,
across the Nation, with every type of employer among the primary
users. 1 have talkéd frequently with the Treasury Office of Tax
Analysis to see where my results: come out that are so different
from theirs. The only difference, really, is: whether you count in-
creased taxes. '

As you will hear in the Maryland study, when you use a coytf(ﬁ

group you find that roughly the TJITC-certified people have.ddubled

the income gain comppared to their peers. This suggests that we can
properly, and should, use the increased taxes that result from it.

Also, we are talking about net tax credits. I found a net average
tax credit of $544. If- you multiply it by the total number of certifi-
cations, right now we are talking about $283 million of cost. When
you add in the Government savings, the savings when Government
subsidies are ended by employment, that is reduced below $150 mil-
lion. When you add in the increased taxes, it is reduced below $50
million. When you add in the tax payments to State governments
or the Government savings for States, the cost is virtually zero.
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The Treasury agrees that you should calculate the Government. | :;
savings, but they can't put a number on it. Their only difference is S
on the increased taxes. They feel that there is no net hational in- o/
crease in income. But I thifk commonsense would suggest that L

when the. certified people have such large income gains compared
to their peers, that there are increased tax payments. ' .o
The gains to the individuals are very substantial. They are T6 o
percent, covering 6 months prehire to 6 months posthire. :
In some ways, this balance misses the key points. We are talking
about preferential hiring, There has-not been a single retroactive N
certification since mid-1981. This program is the only major prefer-
ential-hiring program in existence now. In CETA we had 22 per- '
cent to 29 percent placements in the business sector; we now have _
100 percent placements with TJTC from the beginning. In CETA, L
the average cost of placement was at least $3,000, often $5,000;
now, 1 come out with under $100 per placement in the business
sector. g : — : .
Last night TITC was rfot included in the House tax package, and,. -
Senator Heinz, we look to you for leadership. TITC will fail if it S
doesn’t get into the Senate package. o
Senator Hemnz. Not only that, I don’t know how much support
Senator Dole’s tax package is going to have if it isn’t in the tax
package. *
, Mr. Rosison. Thank you.

Senator Heinz. Got that. [Laughter.]

[Mr. Robison’s prepared statement follows:]
R .
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' Re: §. 2185 to exzend the Targeted Jobs Tnx'Credit

Hr. Chairman, I have recently carrled out a broad study of
v ' the actual costs and benefits of TJTC. ) . v

EY

This dtudy was based on random samplying of 1510

certifications across ¥he.nation. .The sample,covered ‘ "
O every region and state, and retlected the major TJTC user !
R industries and employers. noLon . N
' Based on the atudy, T have 'reached 'these conclusions: :
- ‘l. The Treasury cost estimates for TJTC do not reflect
the overall cost to government -
. 8
’ The Treasury leaves out gpvernment saving om reduchl
e subsidies apd transfer payments. .

- o . .

It also leaves cut’ fncreased tax payments.

g .
2. 'TITC is revenue-neutral: It does not produce any _ .=
appreciable cost to governmenffwhan these qovexgrent
g®avings and increased taxes are included. :

» " ‘3. The benefits to individuals are very substantial. The
average income gain was 768, comparing post—hire to
pre-#ire income. .

Let me explain these conclusions.

There are real increases in income and tax payments for

.,

JeRlc.
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* TITC-certified workers compared 'to their peers. Thus, we N
must count the increased taxes —- personal taxes, UI . yJ
payments by the employers afd emplqyees, and Social ) . S
Security taxes -~ that result from TJTC. o

. There are real government savlngs for TJTC workers, again, .
compared to their peers, Half of the certified workers in

our sample had received UI, welfare and other government

payments' at the time they were hired, Thege subsidies ..
were ended by employment.

Consequently, when we take the net tax credits, and
subtract the increased tax payments and the government
savings, we find that TJTC is not an overall cost to
government.

- ~

Our¥study allowed Aqr alternate employment effects,
uncertainties about some government savings, and other .

problems. Even with these adjustmehts, the result was . . @ .
still ‘the same: } o . NE ’ M$
. R

TJTC is not an overall coq&*to government. Indeed, the . g
savings and increased taxes. seem to be as large or large: 3 A

than. the net tax credits.” N

The" Treasury acknowledges that goverpmant savings may be
substantial, but it does not attempt to guantify them.

Thus, it seems acceptable to evexyone to bring the’ : .

gove:nment savings into our judggment. o
: t
As for increased ta*gs, the Treasury does not count them, : ,;j
nor does it wish to count them. It feels that there is no S
increase in national income from TJITC, therefore no o
- increased taxes. .« a . A
I3 . = R - Wi

. A
ngmon sense\suggests that such dramatic increases.in , RS
income of certified workers, compared to their peers,
brings higher tax payments. . - Ly
But even if we leave the tax payments out, we are still "
left with a balance of net tax credits minus governments :
savings. .

This balance is GEry 16wz I place, it at a cost of under
$150 million per year. If the tax payments are included, .
then the balance suggests an overall cost to government of °
under $50 million Per yeayr at. the present usage.

% In some ways, this balance mfsges’the ke} points about

.
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- TJTC: What are tha benefits to thes® individuals? are .

! they worth the cosat? . .

r e

T}T& is the only major_préferantial ﬁiring program ip .-
exisfence. Without TJTC, placementsg of the handicapped,
lgw-income youth, AFDC and welfare recipients, and othars

11 suffer. . .
~ TITC means “100% job placements into the business fector.
e By comparison, in CETA we had 22% to 29% placements into

the private sactor —— both pwofit and non-profit. 5 *

As to cost, this study suggests a cost per placement.of
urder. $100. By compaxison, job placements costs in CETA
training averaged at laast $3,000 per person, and often up
to $5,000 per person. .

lLet me conglu&hbwith this one message: Senator Heinz,
TITC was not included in the Houwge tax package. Without
your leadership; TJTC will¥die unless it ig put in the
. Senate tax package. . . - ’

<

On bebalf of the many public and private.agencies serving
these targeted groups -- with whom I have worked and
Written about in the past ten years -* we look to you to
help us. We must either get TJTC into the Senate tax
package now or lose .the key job placement tool we need.
. . ’n b -. '

Senator Heinz. Mr. Lorenz.

STATEMENT OF EDWARD C. LORENZ, TITC COORDINATOR, STATE
OF MARYLAND, DEPARTMENT OF EMPLOYMENT AND TRAIN-
ING, BALTIMORE, MD :

- Mr. Lorenz. Senator Heinz, T want to.thank you for an opportu-
nity to provide you with some information on the Maryland evalua-
tion of TJTC. _

. In 1982, in December 1982, the Maryland targéted jobs tax credit
office was agked to do an evaluation of TJTC for the Maryland
General» Assembly, for the State legislature The purpose in that
was tg’consider possible State credits similar-to TJTC, and one was
enacted as a result of the evaluation. L. -

Ess¢ntially what we did was, we_looked at a group of about 800
individuals who were eligible for TJTC. Half of them were certified
for TETC in the first 6 months of 1981. We tracked their wages for
a year before they went to work under TJTC and a year after, com-

pared the results for\lthat group with an equal number of individ-.

uals who were eligib
same time period. . .

The results, briefly, were that we found the individuals hired
under TJTC did experience somewhat higher earnings over the
year following eligibility and hire, something under $1,000; but
still, added up for all of the individuals, it is a significant amount;

The net cost of. the program, and I think this is.the primary data

e but not hired under the program in that

that may be of hélp to the committee, the net cost we found, total-

ing the tax credits that the businesses could have claimed and the

~wages paid to the individuals less the add-back provision of the

credit, which does reduce the net cost to" the Treasury, less in-

creases in personal taxes paid by the targeted workers compared to
the control group and less savings in transfer payments—welfare -

' I3 . by
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.bene_fit,s, unemployment insurance, this sort of thing, that are paid

"“and others have brought out, if

out—the net cost we came up with was approximately §470 for
eiich person who was certified.

Looking at last year's national total, this was not part of our
study but it would appear that that would indicate something
under $200 million in net costs to the Treasury in the first year
aftar someone is hired, this amount by the second year after hire
would be offset totally by increases in {ax payments and reductions
in transfer payments. « , .

So, we saw very little cost—net cost—in the program. There
would be some in the first year, however, that has to be considered.

St ‘:f*((&

The primary problem that we note with the program has beer;/' '

that of reaching the eligible population. I think Dr. Bishop ha
brought this out, and others. We don’t say we found a solution, but
we think there are a lot of things that can be done. Some are the
responsibilities of the States that are administering it and the
other agencies that have a role in the program; but a few provi-

.sions in the law, which we consider to be really just technical prob-

lems, | think, if adjusted, could greatly incredse the level of
vouchering. : ”
" There were six items that we think would help. Just very briefly:

One would be—and this may be the source, incjdentally, of the.
AFL-CI® comment about retroactivity continuing<we think a rec-
ognition in the Tax Code of the voucher, in a sense favoring vouch-
ers produced before people go to work over vouchers produced after
people have been hired, would be a benefit.

A second problem is that the income standards used in the pro-
gram have not been produced by the Bureau of Labor Statistics for
over a year. The law requires us to use a certain set of standards
that is not being adjusted. Rela}egl to something that Mr. Kolberg

fin adjustment is to be made here,
it would seem as if a correlation between the TJTC guidelines and
the guidelines used under the Job Training Partnership Act would
be of help in increasing the number of people vouchered. It would
just make it much simpler for agencies with, we assume, very little
net difference in the numbers eligible.

A third change would be to make sure that we do have current.
regulations. Now, the Treasury has helped in that way, but we are
still waiting:for the regulations to be final, and we have not ad a
current handbook. : : ' :

Senator Huinz., Would that be a legislative change?

Mr. Lorenz. No, that is not. But if the committee could help, yes.
You are right, Senator. . .

Fourth, it is not a responsibility of this committee. While we
think there is sufficient administrative money to basically run the
program, we have not haill/a problem at least in Maryland with
that, we do think it would be very wise if some consideration is
given in funding of State agencies and other agencies that produce
vouchers 'provigir{g incentives in the funding for vouchering; that
1S, pzlyiné% more for those agencies that voucher more, and less for
those that voucher less. - ° '

A fifth consideration, and just a minor one in program promo-

-tion, would be to adjust the amount of wages that the credijt can be

claimed upon from $6,000 to $7,000, simply because the FUTA base

r
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wage has been adjusted that way, and we think it would be easier
to promote. And from our survey of who benefited from the pro-
gram most, it was those people hired and employers aying wages
that would result in a greater reward for those-employers if that
base was increased. ) "

Last, for the summer group only, there is an administrative prob-
lem with the facts that the forms produced, the voychers, are by
law—and this is a change that would be needed in the IRS Code.
The law sets a 45-day limit on those forms. While we basically have

had no problem with that, we think for summer youth, especially,

a longertime period would be helpful administratively.

Senator HEeNz. That is 8o noted. And Mr. Lorenz, we will put
your entire statement in the record.

Mr. LoreNnz. Thank you. ‘

[Mr. Lorenz! prepared statement follows:|

&
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s N MARYLAND: AN EVALUATION

3 ' '

‘A- Purposs snd Scope of Evalustion:

"This paper roczuul upon the not\kl n,_nn-g; of the Targeted Jobw Tax Credit
- (TJE) in Maryland. Tt 1a bn‘od primarily upen a longitudinal study of program

participants oondt_lob'd by the atate TJTC office. By comparing the earnings
‘nnd labor force participetion of a random eemple of program participants with T
the experisnces of a contro} group, the 1"‘”“- of program p.rtdcipation upon
the individual worker can be muu'Nd. Extr-polnting from the longi tudinel 1
study, the general economio inpqot ‘of tho program then can be eatimated. l

The paper first exsmines three topiou program growth,. pqrtiouhrlv the --«_
rol-tionlhip of vouohoring increases to oortiﬂonuon ratesy tho impact of
program participation upon the sample; and the costs, savings, and other T,
resulta which the government rn-lizg\s from .th_o program. The examination of

the first topic ia :;.-od upon prc‘oiu data on all progr-'n participants. The '-"3
-second, of course, 1s based upon the rn'ndon sample. The thinl'in nor; spoc;ulltivo
but 1s olosely nodolod on provioul ro-nrch on compcr-blo populltion-. The pcpor
concludes \dth some suggested improvements in the vouohoring process, ..
This paper was originslly prepsred for the Hnryl-nd Department of H-o-i ;
Services, in Decenber, 1982.‘ The Dapartment of Fiscal Serylices ia the budget : 7 "
office of the Marrland General Assembly. The state olﬁbli-hod a -uppl'emontll_l )

credit to TJTC available when TJTC sligibles are hired in state Enterprise Zones.

The papar has bsen updated, to include 1983 and 1984 data, snd condensed for e

~ presentation to the Finance Committes. The conclusions and basic findings
-

have not been chanced.
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B. Program Q’ro_m___ \ ’ . . v : {

The table below shows the annual (federal f1scal year) -vouchering

u;d cortiﬂcntioﬁ- atntiaﬁcs é'incp (ho start -of the programt - -

. ™MBIE1 - - I )

YEAR VOUCHERS ISSUES  CERTIFICATIONS . T

1979 oy 696 L

1960 - 6190 _— 2878 S

1961 . 6558 2948

1962 15025 - 5196 R

© 1983 3J0u47 : o

-1st Qtr. '84 8073 - M
i - - N &
- NOTE: These figures do not ,1nciudo.__,¢oo, ' » education
students, who are not vouchered, Certificetionk

of dooperative education students were: 1979, LT

1980, 3,743} 1981, 3,270; 1982, 452; 1983, 605, )

The xreat change in nuj-nboro_oortiﬁod from 1981 N

to 1982, reflects the restriction of this group 3

“to only low income youth. o . ,

. ) 1 ) ‘5

A key date in reviewing program growth is September 30, 1951. The Ty

; 3

Q_nmdmtioh of retroactivity, the addition of the 1n1d~oq CETA worker .
group, and the gonsolidation of the WIN/Weifars Credit contained in
ERTA made direct comparisons of 1982 figures with earlier statistios

[

d1ffionlt. T . X s

’ Gamrnliy; the followll;g trends may be noted in these Cigui‘u.
Unti] the beginning of 1981, slow growth: ccoprred. At that time, the
first of saveral staff ro?lulction; took place in offices that determined
eligibility. Thus in ‘the last li_.x months of ;’!!81 an Av;rn;o of .1063 persons s
were vouohersd esch month, compared to‘$516 in all of H'Bb and 650 in the - :
first six months of FY*Bl. With further statf r;duutionl in all !
cooperating agencies, 1982 -bognn with rather stagnant st_utisticl.l For
various reasons, most 1nportmtly- the 1n'troduc‘tion of a new automated

011gibility determination process, growth returned in the Winter of 1962 e

at much greater levels than ever before and has coptinued without interruption. *

1, See The Wall Street Journal, Dec. 16, 1981, p. 1, on expsrience
elsewhere.
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For the ldst Helf of 1982, en average of 1,755 persons wers determined
011gible each month.- This growth is ell the more nmrknblo.glvon the
ending of retroactivity.® Even when the two new ‘lgroupu. Yasd-off CETA .
workers end WIN participants, ere subtreited from the totals, the 1982
totel wes 182% of the 1981 figure. Most of this growth was a result of
phenomensl growth in disadvanatged youth vouchering, whioch inoreesed 250%
over 1981.

In 198).and the firet quarter of 1984, this growth continued.
An everage of 2,537 persons were vouchered each month in 1983, two
thivds in the lest eix months of the year. By 1983 a ocyclical growth

s

pattern was o.vidJnt. During thol Summer, vouchering and osrtifiocation
activity increeses greetly, deolining slightly in t_ho Fall. The Tollowing
Spring._ growth resumes, rcnchir}g levels much greater than in the previous
year. Thus the monthly vouchering levels have changed from 1,675 in
the first eix months of 1983 to 3,399 in the Surmer of 1983, down to .
2,691 1n the firat thres months of FY'8h.

The trends in certificetion stetistics are quite similar to those .
for voucharing. The decline in vouchering in the second helf of 1961
end the great growth slnce then are mirrorsd in the certificetion atatistics.
This fact is more noteworthy than it may eppear on its fnc;. With the "
onc'l’ of r:otroqctivity end the despening recession, ons expactation was
thet vouchering would increesse, as it did, but certification would fall,

as It 41d not. In 1980, 119 certifications were iasusd in en average

2. On the abuse of retroactivity seei “"Repeal the Jobs™ Tax
Credit,” The Weshington Post, April 23, 19813 Lettar f{rom Charles .
B. Rangel, ¥In Defense of The Targeted Jobe Tax Credit,” in The
Washington Rost, May 9, 1981 Jane Carmichael, "The Bounty Hunters,t
Forbes iJuii 20, 1981); on Maryiand and national retrosctive statistics
ses1 "Retroactive Certifications,® U. S. Departwent of Labor,
U. 3. Dmployment Service, Office of Program Review, July 7, 1961,
in this listing Marylend ranked eighth of all states and third among large

industrial/urban states, &fter Michigan and Missoury, in the lowest
rate of retroactivity.
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nonth, S6% of which were retroactive. "By 1961, that figure had grom

> N

#7 to only 131, With the same refe of nzro'.é'ﬁvuy.‘ Mith no retrosstivity, R of
an average of J31 persons were oorti,fhd in uoh of tho lut ix ‘months ) R ‘xf
in 1982, In the third quarter of 1983, 1nc1n\'ﬁng tho peak’ lm-ar hiring : (a

period, 1300 pornons More certified each ‘Tth' o

W -

“While a grut growth 1 oortifiontiom is to bo oxpootod. cmidoring

\

tho great 1ncrnu in mchoring. the improvement 4in the ,nu}._io .of vouchered

.
.

poruonl that were bortii‘iod 1- liqniﬁcnnt. This improvoﬁtnt s hot
svident from the vouchering an& onrtiticntion totaln lintdd 1n lelo 1.
Thoss tota¥e before 1982 include rotronotivo'vo_uoh,orn, vhich in every .

case nsult-in‘ certification. .If such vouchers and the corresponding , N

_ certifications are .nl:bqin-t.od. tho\‘ ﬁg\;rn -from oarligr.yogrl' can be

comparsd with t.hopo for ths lut three years. . In 1981§ when miy 5195 ¢ .

vouchers were produood before job uokorn seoured mploymnt, 714 of

the vouchsred Yndividuals found employment, under TJTC. IXn 198_3,
, vith’over 30,000 persons bo'ing vodbh'o;-od.rtho_ oertification rate had -
1no‘ronl.d to 34, ' If the WIN/Welfare category is wremoved, n. group with
an espocinllly low rate of. certification, and one not present in 1981,
the 1983 n{u 1s 38%. ‘&ho' important conclusion to be drawp from this
1npronm:|t. 43 that the labor market for vouchoros! workers has besn positively . - \
nf‘f‘oot,é. - bywgreat inoresses in vwchorir;g. ~7 Of oourse, (t,ho ‘figures above
only/"lr'ww that the vouohered woyl-'qu'n chance of securing & job improved
\ \dth groater vouoHorlhg. That fact does ot necessarily mean the workor'n
plight has been improved. The next section Ioounu upon thc improvement
of earnings levels a# a result of being hired under TJ‘!C. To learn if
workersa hif‘od under the ‘oredit :got nrix benpefits other than a job requires .

tracking the workers lon‘gimdimlly from befors employment through a
’
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considerable time after employmant began, . _ ' . ' ‘ ."l:'

C. Impact of Program P _ H .

* To aesess the impact of pli'tidi_pqtion An TVIC, a significant sample

s of poraon's certiffed under the program was randomly uelootosl and tracked

over a two year period, one year befors and l.(:tpr njaloynont. The o

v Ancome and work experience of that sample was then ot-mpnrod to the - ‘
experisnce of a limillr llmplo of eligible persons not cort:lﬁ,bd for’ -

the program. 3poc1ﬁcn1]y, the sample was selectsd 1n tho following ° . ‘

manner. o - e : . s

~

, ’ jA significant number of persons wsre sblected randomly from eaoh
mjt;r targeted group €531 ro‘q:lpiont., CETA,wo‘rkor;, and COOpoJr'lrt,ivo T v N
: . \\‘—X}zuontion students voro not uioodg. {includéd in the ssmple were persons R .
from t& former ‘:IIN/WQL{‘IN category, to provide a’guide to the succesa
: rates of that category). The sample included 754 persons’. Appro;dri-toly .

half wors bertified during\ the period J-hun-y 1, 1981-June 30, 1981.

The other half were porlom determined oligile for the prognn during Co ‘,

that time pericd, but not dortiriod. Th nly scresning done :ln aolocting
the samples was to oliminnt_; mtrqnotivély nertifiod persons (sipoe that

type certifioation is no lenger pouibllo) and to restrict the maximum .
ssmple drawn by targeted group, race, sex, and urban/rural residential

status so that th!:' sample wovid reasonably -rorloct. the major groups
participating in the program. The seleotion of the controi group was

f ) Umited on)y 4n that :lt was to match those ocertified in these oharacteristics.

Once the nmplo vas uloctod, wage rccords from the unemployment insurance y

HAgo record. files were screened for the, poriod from the end of 1979 to L

the middle of 1962 to learn how much ifcome each person had,

1o Y e e e o omme mime e
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Tho oriteria seleoted to measurs the impagt of program participation
' was the 1noome 1n’ the year before and lftplrj placemsnt, far _th_oa_o N . v

oertified, or ¢ligibility dotomih\t‘ipn, for th_oso-(.uv;r certified.

» Hesilts were classified in turee broad oatogoriau. Low 1ncome-ﬁs

considered to bo actual ynr_y income bolow $6,000 t Hodorn{o Ancome N
- w

was between $6 000 and $7,5003 and hig‘\ income was -pyunnunl ﬁgurc : . -

above §7,500.  Only roport-blo mgbs were counted in making clthifica-.-

» ¥:
.tionps. This rost,riction soems 1ogicq1, s;&nce the degree & whioh program
.t N patt{ipat’lon mads ‘nach workor s ﬂucqosut‘ul labor . fomo partioipant BN

o \,\\ ES
M

- . i

is bning rnmmurodtz . ) o . K /
e In ordeY to minimiza the 1mpfot of different parsonal oharactoristics ’
upon the resulta.' results were h]ted;_separatoly by targob__o,d group, race, ard ,
sex, Within the dis-dv-nugo‘d youth sample, tho\\-m'plo Was balanced .
t>o 1miud6 1ike numbor_ of urban and non-urban youth in both the certified
'group f‘& tha (;ontro)} grO\rp. Sihco the dia-n_dv-nhgod j\rO\;ih group equals-
about half of all persons in the program, they made-up nearly half the
sample. The numbar of persons sealected rr'om the other groups depended on
the number of noﬁ—rotroactivo ehgibios availaQle in the l;irst half of 1981
and the need for a balanced, sufficiently large sample, Bec-usg, of both
a2 lack of proper‘ information and the unique nature of their residency,
wor‘c rbloasoes\ wore treated as a separate group. For that group and for
the WIN/Welfare snmplo, thore 15 no control’ group. . )
Tho tables on the follm.dng page imdicate the results of the survey.
Gonornlh', jtiis evident that most versons in tho samplo had low 1n¢oms
v in the year fol\owing cort}(‘icntion or oligibilit)' dotorminntion, Given ,
the age and background of most of the eligibles, perhaps these figures
are not surbris‘lng. From an adn:inistrntiva }:o; pective, they indic:;_to . “
th’o oligibles were genuinely from the '.lxxten§od populations. A more

’

-
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. -1¢r\1ri\qmt I'tot., rron 'y progun ov:luatlon lundpoint is the fairly

small, yot oonsistent differance in the rate with which cartified
and non-certified persons achieved modernto and high income lovola.
Some of the key differasnces are reviewed 1n_ detail bolow; however,

the overall difference, 264 for those certified and 16% for those not,

indioates the gaperal treno. ' . .
Speoifically, several groups did mucﬁ better when certified than

wl:on not. While only 10§ of the non-curtified vocational rehablilitation

olients achl'ovod moderats or high incomes, 32% of the certified did so.

Parhaps more importantly, blaoks and women achieved mb{lorlt.o and high

Ancome in the vocational rehabllitation category, when certified, but.

not whan placed without the tax credit. Among ex-t__elons, black male .

felona did muoh better when oertiﬁod than when not, while white males . N

actually 'didlwéru. Othef than the whit; male offenders, the only other

groups not to benefit frém certification were black, female disadvantaged

youth and female general assistance reciplents. Although lacking a

control group with whioh to compare them, .work releasess did not benefit
greatly from participatioh in TJTC, while WIJ/Welfare participants had
sucoess rates compnrnbio to ths more successful targeted groups.

while there are low rates of achieving income over $6,000_1n the
year following certification or e1igivility determination, the figures

for the year before (Jamary, %80 - December, }900) are-much lower.

A8 the table on the Tolld\dﬁg_pnge shows, few of the participants in o

the sample had inoomﬁ over $6,000. Apparently bocauso of the
youthfulness of the sample (or because ex-felons had just beep S

relsased from prison), 20\'_ of the 703 porsons whose 1980 incomes were

cieckcd, had no reported income, oompared to 62 of 712 whose post-

corgification/eligibility determination incames were checked.

n
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B-Claadvantaged Vietnam vet.
'

AHote un totala: Totals reported 4re slightly different lﬂrﬁ'-- and pml-llal pariods 41- o unemployment vage tecord syatea [sllore {o
1y selected for the ssepie and control group.

¥vaerats reporte on evary Individoal lnitt

D-Vuv, Rehad. Client

T-Trison Work Keldasa

2- White/Temale

In order to avold bias In

recouciilng numberk, wmall differsnces Sn 10tals and in specific grovp/sen/race catvguriee are acvvpted.

¢

A-Blach/Fepalp

** There was no comparable control group for the pre-release and HINIAFDC for both loglcal aund

procedural reasons.

The nafure of WIN records dﬁd not allow

Since all pre-releasees finding private sector employment were certified,
there was no population to stlect a control group.
for tdentification of &n acceptable controel group.
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" from inoreased urnin&s and -decreased transfer payment use.

.

. Once one overgowes the surprise at the extremoly low rates at

which persons in the saumple earned merely $6,000 per vear, an snalysis”

of the ;iiffcroncos betwesn the groups; partioularly in the post-certifioation/
oligibility determination period, gan revesl subtle, but important,

nufxlt.a of program partioipation. Hoat_r.obviouu is the fact that the

rata certified workers achieved incoms above $6,000 was 71.9 ¥ greater thén
)tho rate for non-oertified. This stnttonant ia not intended to mask the

fact that the rate at whioh certified workers achieved such income was
discburnging]j'low: An evaluation of program "ﬂ:wplotf" using that word

‘.

intentionally, An place of ,:'suodoss." must be viewed in persvective. The
AS [
intraotable nature ‘bﬂ the uné~ployment problem {xoing low income labor force
- - » :
entranta and ths handicapped make “success rates” at these low levels the

expeo ted result. ~ - !

Fl

The following section will attempt to estimate tha net costs and

savings from the program. Tracking the post-certifioation/eligibility

datermination experiences of the certified and the control group, it

will foous on the cost in tax crédits nu{horit.od and the eavings resulting
L ]

re 2

Costs and SaVvinga: "\? . o
. » '
In assessing the oosts and savings of the tax credit in Maryland,

the administrative costs of the vrogram, and the credits earned by emplovers
of the certifisd sample, have been totalled. Subtracted from t.!'xis total
have been the taxes paid on the increased é_lrninvs of the sample, and

the reduced transfer payment use by the .aimplo. The result is an

approximation of the net oosta of the program to the United States TI:‘OISUI‘V.

N .

< ,
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The ostimation of the oosts of the program can be made with much
groater (;ortainty than the oatimutioqnof the savings. For éxamplb,
tho adm¥nistrative cost of tho program, 1n.f‘13c'al 1981, is known .
precisely, $139,835. The figure f'ox}'1982 will ‘bo only slightly higher.
The administrative cost, as the credits luﬂl\orizod, are borne ontiroly
by the foc;ural governmant.

Wnile it is too early to get final tax rocox;ds‘fx‘qm any of the
last several years, by calculating the oarnings of the cortified sample,

the credits earned by smploysrs oan bs estimated with great certainty. ’

Combining that figure.with the administrative cozt of the program, the

total cost for tho program in Maryhnd“can be calculated. Of more ¢

importance, in avaluating thoe program, the Lotal cost can be used to

oompute the cost per placement.

- . '
The inoome records used to compute the credits earned inoluded

396 persons' earnings, 287 of whom earned less than $6;000 in tho

yoar following being hired, 52 of whom sarned between $6,000 and $7,500,
and 57 of whom oarned over $?,500.hTho 287 p;rsonu with lower 1ncomes
earnod $396,018 at the omgloyor for which they wero certified. Thoso
amployers could claim crodits of $198,009, an average of'%89.92 per
worker. This Tigure makes clear that many plAcnmongs undor the prosfram
do not result in the maximum credit ($3,000 in the first yekr and $1,500
in the 3econd} beling esrned. Tho socond year cregdits earned on anyone ;
in the sample are not known, heocause the _socon(? vear Has not vet boen
complated. However, since v?rtu_allv all of thoso workers left employment
with the certified omployor lonz affo, it is doubtful that more -t.han a
handful would be employed at all in the second year.

—

In contrast to the low income group, which included 72% of the

-
-



. »

2

samnle, °the high and midile incomn Zrpups aarned much more i1 tolsl

incora, desoite thei+ amall nonber. The middle incowe rroup, of 52
varsons, or 13% of the sample, earnad $?_b6,29b. Because of Lhe--mxi:qum
ceiline ($5,000) on’the WREOS upon ‘which thst ero‘d.’xt coul? he :earned,
the actual credits werd not half this figure but 3113,555", an average
o{' $2,189.51 per ’workar. The avarace is las= than $3,000 bacsuse sowe
workers left llx;\ ﬂcdrtiﬂod emplover anl continued “emplovment with

a

another b siness. Eor the high incore rroup, the total earnines of

.

the 97 workers ware $412,828 and the total credits, $140,345, g

average of $2,552.19. The total credits suthofized for the 396 ' ..
workers ware 352,209, i '
' Extrapoiati'm fro- these figures, the total credits authorized in

1981 can be sstimated. Durirg the fiscal vear, 2,948 workers were

certifiad. The total credits Ei)ul' be np_m'oxir-m.telv 33,3‘#6,000.\ ( ’ 5 o

Actually, the sample used for "Xhiz_llaval:alion 43 not tvpical.of all )

versons certified in 1991._‘ Excluded £rem 3L, in orfer Lo make 1t ' T R 3

si=ilar to thbse b;hc cortified in 1984 were retroactively certified ‘ W
.

vercons arfd cooperative education studants. « Looking at the wach larger " o CuE

eroup ¢rrti“ied in 1923, 10416 p,orsnn‘s, in the vear following cerfiZ‘ation, .
aprroxivataly §11787159 4n credits would result. Obviouslv, manv- )

»

va~iables could alter this ficure. Howevar, it is probably a éooi Lz
guide to the total. . ’ ,

Trese firures are not the total tax exveniiture re,smultinv from .
the cretit.  Bapause of the «’ld-—l;n-ck provis.j.q;\s of the “aderal creiit, .
rednci-y thé emolover's usuzl wawe d_cv'iuclion by the am.ouqt of the ‘cro;;it, _ -
the net cost to !‘;r- LR.‘t .':v<-te-v is less l“mﬂ-y tha firures above. For .,

axa~vle, & 33,000 credit authorized at as gnplover in ths 46 beacke:,

. 2
. N N

. "
., Lot .

.
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costye the federsal government only $1,620.00. Without accens to employer tax returns,
° it 15 lmpossiblg to estimare uwith precislon the impact up&n cosl {{gurus of the

add-back provision; however, it would be reasonable to assuma at bt?ﬂl 20X of the

authorfzed cdeditn are off set Ly ;h}a provigsion. The total cost in Marytand of

the prograw, {n 1982, therdfore, would bt reduced to under §4,%00,000.00. 1In 1981,

the estimated cost wihuld have been unJg: $2,700,000.00.

Limiting this cost analysis to the certified snmp)e._yhcxc gpecific numbers

are known, costs and savings_per worker can be computed. " To Karn net carnings

attributable to the tax credie, Lhc'diffnrcncc In total earnings between the certlfied

sample and the vontrol group must be detormined. With these numbers knogen . uet

federal, atate, and lofal tax increases resulting from the credit and net federal-

apd state transfer payment savings can Qo calcutated. It s even possible to estimate

3
the amount of extra disposable income generated in the state because of the credit.
-

" The firdt Ltem to be computed 15 net carnings resulting from the credit. Tlis
, -
figure was davelopad by totating the incomes, from all sources, of the certified
srample and comparing 6 to the total of the contvol group. Since the twe groups

&
dtffered slightly fn total numbers, the aversge incomes woro_corputed, compared, and

1
~

th& net difference used to Calculate the net earnings Increase.  The average income

' ‘L}nr the certified guup was 53.932.09. For the coul:ol'gruup. $3,044 00 a uet
N
‘.dif[crunfr of 3388700 muletplying this flgur; by the total numhér of persons in the
certified sanple, 396, the totsl nct income increase for the sample was §351,048, in
the yvn;xfolloulng cerfiffcu(lon. From these {ncome {igures, es(imule; of net '
'

taxes pald, transfer paymedt savings, and nel” cast per person ccrllflé& can be

developed. - ' Ry - ' .

} Robert Jerrett, IHL, aud Thomas A. B“‘bfﬂl~_pub1§f,?9fkﬁh,uqxflﬂmﬂﬂl
apending, and the Job Creation: The Job Opportunitt

b ' R cg Program (ﬁcu,Yo;ﬂ: Fraeget
'Publlﬁhorﬁ.°i979)T—FxGGlﬂEd (e model [Bliowed hiere t compute cost aml gavings.
therever posslble ftgures developed from the longitudinal sample werc ausced av a
guide. In a few cases, where data was not avallable from the TITC sample,
Jeriett and Bareoci's estimates were used. .

&
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Taxes can be estinnted using our knowledge of famlly aixe, income, and tax
rates, to determine fncome taxes, and using Bureau of labor Statiatics, Consumer

Expenditure Survey data, to estimate sales and excise taxes. FICA and Uncwployment

Insurance #U1) taxes can be estimated from average tax rates. Since most persons

in the sample were in famllies of one, and wvhere more members exist it can be sssumed
{
the income of the additional family members may off-set aby savings {Yow increased

deductions, the estimated income taxes cau be computed from the tax tables fairly

.

eayily. The net federal, state, and local income taxes paid by the certifled workers

. ¥
wvas c¢alculated by subtracting the taxes estimated to have been paid by the control
’ T\ Cteear
group from the taxes estimated to have been paid by those certified. Offsetting any
overestimgte due to the siugle tax payer assumption, should be taxes pald on income

not in the wage record system.

Sales, gasolins, and tobacoo exclse taxes sre estimated from the Consumsr

o
-

Expenditure Survey, using applicable state and federal tax rates. The table -

. -
below shows the tax incrssses attributed to Xhe improved earnings of the sampls.

NET TAX REVENUE INCREASES

i
o
- v Certified Sample .
£ "
Inconre taxea " v
Frierel $15,000 .
State ' 5yl
Local . Z, S— .
Totat Incomr TaXey, $£23,300 .
. 3xles  (5%) $11,621.96
v ’ Ol;uolinc * -
Feldaral .. 3],69‘2.%2 N
. 3‘55‘; ' 2,278. 68 ) .
otdl Sasoline Taxes 13,975.02
.
Tohacco Excise g N
Federal $2,855.0¢0
- - State - R e15,82 N
b Total Tobacco Tx-{ae .o '
. D S YW 1] N
N FUTA Total {4 smployss, § e-plovery” $u6,7¢9.10
Unemplovant Insurance
Fedoral $1,054.90
State $54,401,32 o
Toval Unemplov=ent Inzurance 37.736.2
TCTAL TAXEY $96,073.61
N
' L]
-~

O
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For exa—ple, it is ;au-uto'i that 66.1€ of disposable incnme is subject
to xales tax. At the low jacomes dealt with 1n this stadv, all aiditional
inceme 13 disposable. Therefors, Mavviand sales tax ravenus increases
- .
attributabls to the tax credit should be squal to K x 651 x <05 where
N i3 tho net earanincs inarease, $351,668. The resalt olf this computation
is $11,621.96 For gasolinn taxas, the pat state navings were $2,278.68
n-i the net fele 2 saviars, $1,696.35. For tohacco oxci.ﬂ',“lhe state
Mgore was $F15.82, the federal, $2,.855.38. Usi-g tie applicable FICA
rate, the emp’oves coalribution should have been $23,304.59, with "y
e~plovers contributing a like ficure. For Ul taxes, the stats should
hsve received an additi-nal $6,601.31; tha fodera} funi, 51!0%.9‘1.
The total transfer pavment ssvings, which are listed on the table

0;1 the followire vage, wilh the vercrntage of net earninrs lncrease used
to calculate the savings under each caterory of payments 1n".10:a‘tod. For
oxa=ple, for each dollar o aiditional earnings there should bo a
asvia~a 0.2¢ 1- public housia- sobsidv. Total transfer pavment savincs
on the 3351,A52 in additional inco-e should be $56,966.97. To check these
estimales, the actual claims of unsmplovment insurance of the coatrol
srouv and the aample were conpared. The cartified sample hsd filed 19€
less claims. OF coyrse, both the tax revenua inc-nasss and transfaer

pa-—eat decreases cornited ahove are totals of faderal, state, 2nd local

savines.

x

Witheu! a state credit cowparable to TJIC, Marv'and unioubtedly
realizes a 7ot rain from tne sropram. Using tae esti-mates sbove, Marvlamnd
shoull have rezlized 3;26.707-77 11 increased taxes =nd $36,923.0) in
reduced traasfers. Thesa fivares total $63,720.F0  or an nvern_v- of
$150.91 per person cortifiad. Multiplyiag $160.91 by the number of persons

corti®ied in 1981, the total atate savinrs from the prbgram wers about $5C0,000.
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NET THANSFER PAYMENT DECREASES

Cortified Sample

Payment Decrease Rats
Unemplovmont Insurance $26,131.83 8.0}
Social Security .{insl. S3I) 2:“61.515 .7
AFDC fodoral share. 4,571,412 1.3 :
State Wolfare (OPA, AFDC, SSI) 5,626.37 1.6
Faod Stamp 8,439.55 2.h
Medioaid F:ndernl Share 3,868.13 1.1
Modioaid State 3,164.83 .9
Public Housing 703.30 . 2
Total Snving? $56,966.97 15.2%

.

While the state realizes only savings under the oredit, the fodﬂ‘r‘l
government experiences savings and lost tax revenues. Reviewing'the flgures
rolative to the certified sample, $4#52,20% in credits were authorised for
the 396 persons hired. Totaling estimated tax and transfer savings, this o
figure oan be reduced by $153,840.58. In addition, subtraoting the
oa.unt,ed 25% oredit reduotion, resulting from the edd-back featurs of TJTC,
gives a net cost of $185,316.17. Dividing that amount by 396, gives an average
cost per certified Worker of $467.97. There are several fnctoru which must
be considered befors acoapting the $‘¥67 97 figuro as fina)l. First, it
would be increased by An'r second year credits. Bu.d upon | thq known first
year turo. cvor, this :ucond year Adjuutmont should be llight. The average
cost would be reduced by wolrnro savinks greater t}un thosc sstimated above.
Since tha sample used to do?olop the welfars o.vingn estimates included
a significantly.smaller porqontngo of wolfare recipients than under TJTC
as & whols (9% compared to actual 174), it i3 probable that velfare aavings

are somewhat gre.ltor than this study estimates.

>
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E. Youchering Improvements! »

Gonerally, the results of this evaluation reflect positively on the
tax credit as an effective wage subsidy. ‘At a minirum this evaluation
shows the oredit did help those voucherad for the program. While 1t isa
a-policy decision, whether the beasfits are worth the costs, it would
sppear the $467.97 cost per certifioation 1is a bargin, e3peclally since
the extra dispoaxble insome put into the econemy has not been fully
measured here as & factor to balance the small net cost, There is one
important factor in messuring the impact of the oredit whioh has not
been ovaluated thus far in thial study which 1s ?asontinl before future
benefits and oosts can be avaluated. That is, to what extent can
vouchering be expanded.

T™wo studies of TJTG dona for tha Senate Finance Committes hearings
on the program in 1981, raised fundawental questions rolative to the
aligibility detarminatioq procassiwhich as yet have not basn fully answered.
The study by John Bishop and that of GAC found only a small part of the
0ligibla populstion was vouchorod.u We know in Maryland, which has one o{'
ths botter vouchering records, that only about 20% of oligibles in the
labor markst take advantage of the program. Conslidering that many among
this twonty percent do not find a job while their voﬁct(er is valid or
looss the job they find shortly after hire, even it oversstimates the impact
of the p%ogr;m on the structurally unemployed. This Ovnlu;tion would
suggest that a great inoreass in vouchering could be attompted without
u.tur.tink the labor market with eligibles. In fact mass vouchering that

saturates the labor markst with aligibles 13 an ideal.

4, GAQ, "Cormonts on Emplov-ent Tax Credita,” U. S. Congress, Senate,
Finanoe Committes, June, 1981, 97th Congress, lst Session, 19813 John
Bishop, "An Examinaticn of U. S. Experience with Employment Tax Credits,™
U. 8. Congress, Senates Flnenoe Committes, 3ubcormittee on Economic, Growth,
Employment, and Revenus Sharing, Hearing on TJTC, April ), 1981, '97th

Congress, lst Session, 1981, p. L, See Appendix for samples of a Voucher
ard related matarials.

173 '
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Groat increazes in eligibles in the last year who have been vouchered,
espsolally youth, have begun to oonvert the oredit from an 13olated incentlve
for hiring a few lucky or espoohl];} interested job ;%'kors into a gengralized
incentive léading some employers to consclously nltm: human resouros plans.

If aven larger numbers of eligibles wers available, 8o that employers could
count upon finding them when openings ocourred, some omploym-s might go
further in altering plans to Automate osrtain functions which could bs better

performed by entry lavel workers boaring a subsidy. One busineas, in Maryland,

which 1s very conscloua -of the surmer program under the cx.-odit, has bsgun

" offering surmmer discounts to its customers ao that more work can be found

i the poried when ‘It oan hire many eligible youth. Stuoh actions w11l only
bocoma Widespraad and take “on wacro-sconomic meaning if mass vouchering

oocurs.

There Are six legislative steps that could be taken to faoilitate

mass vouchering. All are in}nor and are taohnical rather than substantive.
3 . L]

They are:
Yy ¢ .
1. Regognition of Voucherjng in mm_i.ﬂ__l____qﬂs Code: Currently, the tax law
refers only to certification, among orma™ used in the program.
" Yet, the voucher 1s the key form under TJTC, as far as Job seekers
are conoerned. If eection 261 (o) (1M15) (A) (1) were amended
to remove the word Yosrtification,® inserting in lieu thereof
wyoucher” lagal recognition would be glven to the voucher. Currently,
a voucher produced before emplovment begins is treated as no more
than a letter of request for certifioation. If an employer hires
a youth on a vouoher but fails to place the vouolier in the mail
befors the close of business, the gredit is denled. Yot, an
emplover who never hires workers with vouchers but rather who
) hires using pre-TJIC methods of screening can got the oredit on
any eligible worker he accillentally hires simply by following
a policy of sending the state TJTC office a form letter requesting
— the tax crsdit overytime s worker 1s put on the payroll. This
has become a classic example of form triumphing over substance.
In fact, we would suggest that credits be limited to only those
situations where voudhered workers are hired, with perhaps a

five day gr jod, after hirs, whan the vouchor could be
secured.
-~
»
- 174
I :
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2. Amending Income Guidelinest Since the Bureau of labor Statisties no
B longer produces the ?0%f Lower 1iving Standard Inoome guidelines
required to be ueed as thefincoma standard for economically disadvan.
taged tarweted groups, an alternative income guideline is needed.
Decause wanf of the staff responsible for vouchering also makh «
e11xibility determinations for the Job Training Partnership ﬂct
- (JTPA) tralning programs, the xreatest possible correlation of
TJTC standards and those of Titls II of JTPA would hslp. For
example, 4n Marvland we have coordinated eligibility for the state
anterprise sone tax credit with TJTC, allowing for the use of
cormmon forms and procgdurqs.

D J. Stability in Authorinmation and Rexulation: If the program is to

- be extended, the longer the extension with the fewast substantive
changes the batter. 3ince 1979, the program has been Plagued by
short extensions, leadin« many smployere and agency staff to believe
the progran has expired at any given date. While there hae been
recent movement toward developina final regulations for the program,
all possible pressure to assure final YRS and Department of Labor
regulations and policy handbooks are promptly isasued would be
helpful. -

&=
)

Finanoial Incentives for Voudyering and Certification: While the
administrative funds for the program have bsen more than adequate
for central office use,we would favor the suwaastion of John Blshop
that batinties bs provided to reward awencies whioh vouchsr porsons.
Additional bounties wonld be available whenever a voucher led to &
certification. Even an amount ae little as ten dollars per voucher
and fifteen sadditional dollars per certification would orovidae a
N significant incentive to offices serving manvy eligibles, such as
inner city Job Service offices, 3uch a system would not require
additional funding of woucherinz agencies but could be implewanted
as one part of the meneral allocation process.

y

5. Adfusting Wage Base for Credit: Since 1978, the base wages upon which
the credit i3 computed have remained constant at the first $6,000. An
adjustment upward to $7,000 would be beneficial. The net cost of auch
a change would be minimal, based upon our research. Most csrtif‘ia'

workers do not re-ain with the initial emplover long enough for $
or $7,000 to be paid. However, the most succeseful hires undr t|
prqaram are at businesses paying between 34 &nd $5/hour, Such businsesses
would find a areater incentive to’ retain eligible workers if this minor
adjustrent were made., The net cost per certifiocation would beno mors
than $200 por worker. Such a change would especially promote hiring
by manufacturing amxl other businesses with higher wage rates. Since

¢ the recent recession, use of the credit py manufacturers has fallen -
greatly. Workers in the mach trad constituted 7€ of all persons
certified in 1979 but onlvy 1% in 1982 ! :

TN

Validity Period Extension: The law limits the validity veriod of an
e11ribility dotermrination (hence of a voucher) to 45 davs. Whila 4n

>

¢
S. John Bishop, "The Design of Emplovwent Subsidies -- Lessons of the
U. S. Experience,” unpubl. papsr presented at the 36th Congress on Public
Finanacs and Public Emplovment, Jerusalem, Aurust 25-29, 1980, p. 16. .
AN

%,

‘C\ L8
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Zeneral this restriaction is no problem, such as when the elicibility
of a Vietnam era vetleran is being determined, it does oreate a
papsrwork problem when youth are being youohered for summer Jobs.
With forms good for only 4S\ays and most hiring of youth for the
summer takding place within the last two weeks of June, staff of:
vouchering agencies must produoce all vouohers within a few weeks
for all sumer Jobs. For exarple, laat summer, in Maryland nearlv
10,000 vouth were vouchered for the summer. It is a major problem
logistioally to process {férms on that many persons within a month.
A ninety day vnlidit,v/p(ri‘atd} would allow surmer vouchering to begin
no later than April 1. ;
Vi

Since: th¥s study implies the credit has a siznificant positive impact
upon participants and only & negligable impact upon the federal budget, the
expansion of vouchsring appears to us to be wise public policy. The six
technical changes mentioned above would @reatly Tacilitate this expansion.
Attached to this avaluation 12 a brief review of the vouchering process,
from the porsooc/t\va of the Job seeker, with samples of a wvouchor ard
vouchering aids which are made available to the Job sesker to help in
proper use of the vouoher. A review of the Appondix might make olear

b d
why facilitation of pre-emplovmant vouchering is so vital to the proper

-

crovth of the program. .
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APPENDIX -

S . For the information of the Cormittes, attached to this report are
ro.ducod samples ‘of the tax credit voucher and tha vouchering aids used
in Mary*and. When the voucher is given to a job seeker, it is placed in the
vouoher envelops. The job aesker is given a sheet of twenty TJTC "Stickers.”
~ Ths voucher envelops shown here ia used to help r;-suth find smployment. .

A slightly different version Ls given to persons not in tho. youth groups. *

s

The onvelope serves as turn envelope when an employer bhires a qualified -
Job ao-ko“r.

The ,etickers .N' wvvn to the job sesker for those situations where
the smployer 1s not interviewing. If the job x;ookbr onl},As glven an
applioation to complets, he is instructed to peel a .uzr off the sheet
and b‘hca it on the applioation. When the emplover screens applioatibhs
at a later date, the sticker, which is "red, white, and blue" in color,

stands out on the application, hopefully influencing the emplover’s
-1

s

hiring decislon. /

Each of these l1tems i3 desianed to help the vouchered applicant .
sell himaelf to an employer. Togather, they make the voucher the key
ftem in the pProgram, more important than the certifioation, which mersly

confi-ms for an employsr that the credit should be claimed.

«

. "e.*’
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8 OUCHER ENVELOPE I\ND TITC "bTICKERS“
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Senator Heinz. Gentlemen, let me ask a couple of questions.
Each of you, 1 believe, would be willing to go on record as saying -
the program is a success even if it can be made better. Is that

.right, Dr. Bishop? =

Dr. Bisuor. Yes, I think so.

, Senator Hrnz. Mr. Lorenz. o ,

Mr. Lorenz. Yes. :

Senator Hrinz. Mr. Robison.

Mr. Rosison. Yes.

Senator Heinz. All right. :

Now, one of the things that was mentioned regarding whether or
not the Treasury agreed that there was kind of new net job cre-
ation and therefore additional revenues created by the employment
of people, if you only ask that question—Does this legislation
create new jobs?—you kind of rnjss the point. The real question is:-
Does this legislation lead to higher levels. of employment in the

- work force than we would have without the program? And there is

a big difference. It is so easy to confuse the two.

Do any of the three-of you have any evidence a's/tk whether this
brings,about a higher level of employment of the work force? ¢

Mr. RonisoN. The job servite is increasingly having connections
to employers, particularly large employers, that it didn’t have
before. I can’t speak about all types of applicants, but certainly for
the applicants we are talking about,”in many job service offices
almost half the placements are TJTC related. .

To the extent that companies get illto the program, and it takes

usually 2 years or more, it changes their perceptions of this large

group of applicanfs.’ And as the companies pass the savings down

the line to unit managers and store managers, it is natural for

-

them to take a chance on these people where they would not
before. They will not take that chance without the financial incen-
tive. It-is crucial. We need it at 50 percent.”

Senator HeiNz. | am going to ask you about that in a minute, but

one of the things that we tend to do when” we look at unemploy-
ment rates is to assume that when there are 8 million people un-
employed, that there are no jobs at all for those 8 million people.
Clearly, there are jobs but there is a lot of mismatching between
people and jobs, as evidenced by the help wanted columns. There
may not”be enough listings in the help wanted. columns; but there
are always listings. ' ‘
. 1 just-wanted to make.-it clear on the record that it is possible to
have (a) too few- jobs; but (b) it.is also possible to have a higher
level of employment even with too few jobs, by virtde of programs
such as this than if you don’t have it. Is there any disagreement
with that? = . ' 4 -

Dr. Bisrop. In theoretical analysis of the general equilibrium ef-
fects of programs like this you can show because of the mininfm

. wage or the existence of transfer programs, you can show that gen-

erating more jobs at the bottom of. the skill distribution for the
most disadvantaged workers can increase total employment. This is
because wage préssure, the“Phillips curvé, is not résponsive to the
unemployment rates of these categories of workers but is respon-
sive to the unemployment rates of what is called “the main work-

a
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ers,” typically measured as the 2510-55 uncmployment rate f(or

males, white males. \
™S0 it is very possible for a program like this to have net (5 al job
creation elfects. - .

Senator Huinz. 1 would prefer you to say “‘net employment cre-
ation” rather than “job creation.”

Dr. Bistor. All right. :

Senator Heinz. You may be right, but I think ﬁ;is an easier sell
Lo say “employment realization” than “job creation.”

Dr. Bisnor. To increase total employment, the TJTC must induce
firms to change their behaviot in the first round. It has to cause
firms to hire less skilled people, more disadvantaged people, than -
they would have otherwise. It has to cause some {irms Lo expand
-their total employment. And it is the proportion of the initial .
round effects that are of those types that determine the cost effec-
tiveness of the program and, second, how costly it is for the Gov-
ernment in terms of tax expendityre to induce that change.

That is why I suggest lowering the tax cost per person.

Senator Heinz. T want to ask you abouf that. Now, we appear to -~ (
have a little contradiction in the testimony. Mr. Robison says we
should leave it at the 50 percent; you are saying reduce it 25 per-
cent but add training costs. _

The first question 1 have for you there is: Would you be in favor
of reducing it from 50 percent Lo 25 percent without adding train-

in_ﬁg cosls, or not? - ' _ .
- Dr. Bisnor. It would depend upon where 1 was in terms of all the -
other trade-offs Senator Dole wag—— ’ b

Senator Heinz. Senator Dole tries that on everybody.

Dro Bisuor. It is a 99-percent consensus within the cconomics
profession that this defieit is absolutely mind-bogglingly too big,
and it is only the crazies that testily differently. o

Senator Heinz, Be careful—a lol of people from the adminiﬁ'zl~
tion come down here and say, “Not to worry.” [Laughter.]

Dr. Bisnor. So, it is very high priority to reduce the deficit.

Senator [eiNz. Lo and behold, the administration supports this
program. .

I'am not going to ignore you, Mr. Lorenz, but I just wanmled Mr.
Robison to comment on this point.

Mr. Ropison. T forgol one obvious point: Typically, it is a 27-per-
cent saving an wages to the employcr for the cerlificd worker n
the first year. That means that there is a lot more money Lo usc to

hire more people.
‘As to the 50 percent, we had a meeting .in the White House re-Z :
cently, and six large users of TJTC talked about how they used it
and how they passed the savings down o managers. They were all
very clear: Their managers would not take the chance and hijre
preferentidlly unless this incentive, as it was right now, wére
there. T don’t {hink they would do it if it was a lol less in value. i
Senator MeiNz. You can try it in Alaska, and’sec how it works. 3
Just for.the record, there is one other question I have got to get -
+on the record. One, of you, and 1 don't know if it was Dr. Bishop or
" Mr. Robison, mentioned a net cost replacement of $100. Mr. Lorenz.
mentioned a cost of $470 per certification. Can you reconcile that?
Mr. LoreNnz. We had talked. '

- *
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’ Mr. RoBisoN. Those are two diffenent things.
Senator HEmNz. | understand. That is exactly why I want them
reconciled. Mr. Lorenz, do you want to just tryNo-reconcile that?

Mr. Lorenz. Well, T think some of it is the difference in the sam- '
)

-ples that were studied. =
Senator Hrinz. First of all, before you get to the samples, the
$470 per certification-—what is the difference between a certifica-
“tion, and a placement?
Mr. LoreNz. It 1s'the same.
Senator Heinz. AU right. T think we are talking about exactly
. the same thing there. .
< Mr. Lorenz The fact is, by us comparing it to a control group, 1

think one thing that happens is, if you compare the success of the»

people the year after certification to the year before, which is what
Dave did, there is an impact of the change in age of the youth here
which affects the amount-of savings, because any youth in a 2-year
period is going to have a better, higher wage rate at the end of the
2 years than at the beginning because they are.older. You know,
there is a significant change if you arc’young; whereas if you are
older. it isn’L. So T think that explains a lot of the difference, be-
cause of the methods that we used. Qurs were comparing peaple at
the same age rarge at the same stage of their life, and we saw a
larger difference, a labger cost. We still think it is low, but it 1s a
larker cost. N i a ‘ , -

Senator 11Nz, Very well. Any other comment, gentlemen?

Mr. Ronison. Senator, the difference on my part is that we took
from the prehired data ffm actual subsidies E\I}d thercfore savings
al the time uf hire. We also took the wages and computed the tax
payments, including Spcial Security and Ul So, when we start with
the $544 1 had for the net tax crgdit, when you subtract for the
Government savings you are under $200 “per cerl” or “per place-
‘ment.” When you subtract for the increased taxes, you are under
¢50. 1 said witder $100 to be vety conservative.

* Senator Heinz, Oh. Nthink that helps to clarify the difference.

Yes, Dr. Bishop? - )
Dr. Bisnor. Senatot Dole asked {or wayg to raise revenuc
this is off the subject of TJTC, but you might propose to him
A tax-incentive .inflation-fighting policy 1 think would be af
raise $R to $9 bilhon.

Senator Heinz, 15 we get into that at this hearing we will exceed

our time limits_But I thank you for the idea, Dr. Bishop.

Gentlemen, thank you very much. ' .

Our next panel consists of Richard Sherman, Jameg Bartlett, Lo-
zelle DeLuz, Merrill Cohen, Larry. Whitt, and Betty Jones. .

Bofgre we begin—1 will ask’ Mr. Sherman to start—1 want to say
to Mr.. Larry Whitt, who 13 with a small, struggling fast-food oper-
ation known as Pizza Hut *which has proud origins in the State of
Kansas. that Senator Dole wanted to be here to hear your testimo-
hy. but he had to abstl himself for some additional regponsibil-
ities.

Mr. Whitt, Senator Dole 1s w_it’h you in spirit.

Mr. W?Yn'r'l;l Thank yoy. ' .

Senator Hiinz, Mr. Sherman.

23

BN



N 178

STATEMENT OF RICHARD SHERMAN, GROUP EXECUTIVE VICE
PRESIDENT, HARDEE'S FOOD SYSTEMS, INC., ROCKY MOUNT, -
NC, ON BEHALF OF THE NATIORAL RESTAURANT ASSOCIA-
TION, WASHINGTON, DC

Mr. SuerMAN. Thank you very much, Senator. It is a pleasure to
be before you this afternoon.

I am Richard M. Sherman, and 1 am group executive vice presi-
dent of Hardee's Food Systems, Inc. My purpose here today is to
appear oh behalf of the 10,000 members of the National Restaurant
Association, who _employ about & million people in the United
States. - Co

‘We previously submitted a written statement .in support of S.
2185, In addition, I would like to make a few briefl comments now.

Hardee's Food Systems and its franchisces cmploy approximately
70000 pe()ple{x 37 States. We have been a participant in TJTC
since its incePhon. We weren’t successful in hiring TJTC employ-
ces al our company until we fifst established a specific goal of
three qualifying employees per restaurant, and then Backed up our
goal by paying our restaurant managers and our support field staff
bonuses for actively recruiting people among the targetl categories.

Our industry is currently one of the few where, without "a formal
education, a person can advance into management_and be earning
their age before they are 25 years old. ‘ ‘ \

Fortunately, almost all of our restautant mangement up through
the afficer level came from our restaurants, with many starting out,

. on the hourly crew. By {ocusing_on an incentive system which con-

centra#ts-among the highes{ unemployment groups, TJTC becomes

+._an ihvestment in expanding the base off taxpayers and pet just an-
“other Gdvernment expehditure.

We in corporate Amierica have our own share. of bureaucracy. An
extension of TJTC for 5 years will pnable large and small business-
es alike to develop dong-term programs and systems to ensure even
greater participation ii!: this worthwhile program. w .

Thank you, Senator, - '

Senator Huinz. Thank you very much, Mr. Sherman.

[Mr. Sherman’s prepared statement follows:] -

Ve
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STATHMENT OF THE NATIONAL RESTAURART ASSOCIATION
ON THE TARGETED JOBS TAX CRERIT
BEFORE THE SENATE PFINANCE COMMITTEE

MARCH 2, 1984

The National Restaurant Association appreciates this opportunity
to comment on the Targetad Jobs Tax Cradit, an effective employment

tool for hiring the disadvantagad that we believe should be extended.
The National Restaurant Aésociatton i\ a nonprofit trade
assocfation with 10,000 members who operate more than 100,000
establishments, ranging from full-service restaurants to fast food
operations. The fqodservice industry is the country's largest
retail smployer., providing jobs to aboué 8 million people. Total
annual foodservice wages and bena?its equal nearly $56 billion.
Total sales in 1983 were about $144 billion, acsounting for about 5
percent of the Gross National Producﬁ. i
Foodservice employers as a group are one of the ‘largest users of;
the Targeted Jobs Tax Credit (TJTC). In 1980, the last &ea: the
Department of'Labor (DOL) released detailed +informgtion on, usage, ?3
percent of all certificationsﬂwent to employees in the 'saryice;
sector of the economy, which includes foodservice. The service
sector was the single largest.category of TJTC users, ;epresentinq_
“38,000 jobs. The next largest category, designated ¥"benchwork] by

DOL, accounted for 13 percent of t‘;al certifications, orxr 22,000

jobs.
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We estimate that total certifications generated by foodservice
{and allied industrias spch as hotel/motels and clubs) now accoupt’
for one-fourth to ona-third of all certifications. The most recant
Treasury figures on total credits taken tndicate'Lhat foodservice
accounted for $65 million in tag credits in 1980.

Although lavge corporations ara the most fraquent ugers of the
credit, wmid-sized companies and small businesses are parcicipating
in the program as well. The latter's lack of participation can be
attributad to a number of factors. including DQL'B lack of promotion
of the program, skepticism on the part of employers Qho have been

caught in the red tap§'of pravious federal job creation programs and
+ Z

““he fact that local employment ot fices have tfaen unfamiliar with the

provgram or have given it a low priority.

in gyeneral, use has increased dramatically in tha last yezar, but
a major deterrent to use among all businesses continues to be
Congrgag's reluctance to maka TJTC a permanent p:oq:am: Since its
ingeption in 1978, the cradit has been reauthovized one or two years
at. a time, the most racent bginq the two-year extension 1n the Tax

14
tgquity and Fiscalt Reséonsxbility Act of 1982. Many businesses are
understandably hestétaﬁt to.beqin or increase participation in a
program that has a 11&1ted 1ife, especially when it may taka them
several ydars to put their own program into effect.

Major changes were made in 1981 that also affected usg'of the

credit. Congress, as ¥ell as the Administration. felt that TJ%C had_

~

~ not restlted in si1gnificant new hires from among targeted groups.

.

"!%Er



181 -

That amployees adlready on the job could be certified retroactively .
» .

R .
for the credit was said to be a primary’reason for this. Tha
cooperative esdugation category was also a.source of controverdy, .
B . .

. . L) )
bacause at the time there was no raquirement that co-op students be
. ' . S » -
asconomically disadvantaged.

Thegse problems were taken up yhen Congrass passed the Economic

@ .

Recovery Tax Act (ERTA). which tncluded a one-year extension of.

TJTC. The issue of ratrvactive certifications was settled Ly a new
. A -+
requirement that~all targeted individuals be certified prior to

their starting  date. There also was a yuew requiremant that
quhlified cg®perative education studeggz%be from economicaly
d?sndvan}a&hd families. .

Many 8mpi0¥ﬂ}8 in foodséfviée egpressed concern about these

charnges, since a large number of the cooperative education students}
. , a N
were amployed in foodservice.' HOwever, those companies that were

- -

serious about providing employmen:‘oppotfunitihs to targeted

S i - 0
*individuals haveuadjusted. There was a slignifikcant drop in
- »

- . : PR 1 : .
participation in 1982, but certifications have rebounded in the ldst
] -

year. Ly

In FY 1981. the year before the changes in ERTA, total
A .

®  certifications wera 411,581, accoéding to OOL statistics. But in
the Following year, FY 1982, creifjcations fell to 202,261,
However, in FY 1981, total Caftific ions- bounced back and raachéd
their‘highg;t total asver, 431,182, I;.this Spward trend continues.
total certifica;ionsbln FY 1984 could very well hit the 600,000 mark.
a ) I s
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This recent grend reflects a substantiab. growth potential for
" v

~. TJTC participatiaom, a potentihl that cannot be raalized without
long-tarm extension aleng the linas of the Heinz bill {S. 2185).
Historically, particgpntfop in .-the program has been slow to build
bhut has i1ncreased steadily in the later years. For example, one of
our 1aigar members reports that in 1978 it hired about 200 targatad
individuals. Last ygar the same corporation hired over 5,000.

The group that benefits the most from increased participation is
{he acodomlually disadvantaged y?uth category. They form, by far, -
the largest pool for TJTC certificatiogs. This is eséecially trus
in the foodservice industry., where 1.3 million of our employees are
teen-agars. We eatimate that 186 percent of all youth employed ;ﬁ
the United States have jobs in foddsérvice. The majorfty of thase
jobs are entry—levelh raﬁuiring little or no experience.

These jobs are particularly well guitad for members of t&}geted
groups, who oftan have no work axparjence or are unskilled. The
jobs pr;v}de valuable expe;ience and tralﬁing and add to an

-

4 individual’s ability to advance or pursue other career goals. For

-
3

targeted, individuals, a job in foodservice means that first stub on
. .
the ecornomic ladder. For many’who hhve been dependent on government

subsidies, it means a chance to establish self-aufficiency and

self-esteem--a chance to become a productive, tax-paying member of

society. . P
pt .

" . , .
We believe TITC represents one of the most efficient uses of ‘tax

expenditures to create jobs. In 80 many industries, rising labor

\ .
%
1
- *
S . “
L] " .
_ ro .
t ’
4 v
. -1 :
187 ‘
- .
, .
o ¥

Aruitoxt provided by Eric .



188

~
I

costs have- pushed youth and other unskilled droups out of thé job
market entirely. Increases in the minimum wage have threatened jobs
in foodservice, too, but TJITC has helped operators praserve jobs

that ﬁpy have otherwise been eliminated. - 4.

Although a company may tak# a tax credit of up to $3,000 per

{ndtvidual,.the actual averagp.not credit is about $548, according

w® . W

to a recent study. That 3 -a terzific bargain when ‘one considers

that under:the old ‘ETA program. five to six timas that amount was s

.

spent on each Lndﬂvidual dpd less thah one-third of the participantq
. N :* '
~ were ever placed in ptivate sector Jjobs. :

. %

Wwhen one’ compares total credits takan versus what would bave
baen paid out in welfare, Social Security, unemployment insurance

and other beﬁefitS, plys the additional revepue in federal income v
. -

and FICA taxes that comes with employment, TJTC actually makes money

for the governmept. One study put’the savings to the government in

« ..

one year at #$129 milllion.,

.-

x '

Particularly strik{né are;savings that can be achieved in hiring
the handicapped. The handicapped éomérisa a la}qe share of t&pse e
Ce:é%iﬁéd for foodservice jobs. and the National Restaurant
hasociatlon is proud of(its efforts to place both mentally and C s
physically tmpalred 1ndividuals in foodserv1ce jobs. In Jugt oneJ -

12-month 'pariod (July 1, [982 - July L 1983) ,, more than 4,800
. Rt

~. handfcapped persons were placed Ef pet};ibe foodservice,__\\\yj .

employment through odr Projects With 'ngug£;7.(pw1) program. .
wWhen a handicapped {ndividual is taken olf government aid and
. oo ' - M
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bagins a parmanant job, the savings ara considerable. A general
’ »

rule of thumb is that for every $1 invested in a PWI training

program, $10 is realized in savings to the governmentl A sgpecific

exampla &s the taster Seal Goodwill! Rehabilitation Center i1n New

,

Haven, Cdnnecticut, where last year 3$114,000 in federal grant money

\

was uged to train and place 155 handlcapped individuals. The ceanter

astimates that the placements saved the government $594,000 in

public subsidies and provided 5330,000 in taxes paid by the new

amployees, a total savings of over 3$900,000. 7

Rehabilitation agencies report that TJTC is a powerful incentive

for employers to hira the handicapped, especially if the employer

o~

has Lo make costly structural changes.in his establishment to

accommodate them. Many of these people would not be hired without

the cradit. And. irontcally, it is becoming more and more evident

that the handlicapped. when given a chance, make model employees.

Studies

show that the handicapped have, unsurpassed attendance

‘F”"%%@Ords, have fewer disabling injuries than the average worker

ERIC

Aruitoxt provided by Eic

exposed Lo the same work hazards, have no effact on amployer ' J

¢

insurance costs and rate high on performance evaluations. Overall,
s

they are stable, motivatad, reliable and loyal employees.

Onfortunately, the hanﬁi{apped and the other tavgsted groups are

*

often viewed‘b¥ employers as an "unknown quantity.” Without the

economic incantive provided by TITC, many employers are not anclined

A}

to hire those {mdividuals, ¥et, as a result of using the credit,

many of

our members teq’ us they now give preference to applicants

-

bl 4
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who ara mambers of a targetad group. Othar companies have set goals .

. of hiring a certain percentage of TJTC employees each vear. still

+ othars have put the savings they realizs from the credit into

A

training programs for the disadvantaged.

To let the credit expire after this year would be a severe
i
setback in congressional efforts to provide jobs to the hard to

employ. With use higher than ever, it would be tragic to end the
credit now. The bill introduced by Senator Heinz to extend the
credit for five years should be enacted. A five-yea; axtension

would send a signal to employers that Congress believes providing

employhent through tax incentives is a sound concept and that it 1is

willing to give employers enough time to mak®d it work.

S!I;A'I‘ENIPIN'I‘ OF JAMES BARTLETT, MUNFORD, INC., ATLANTA, GA,
ON BEHALF OF THE NATIONAL ASSOCIATION OF CONVEN-
IENCE STORES, FALLS CHURCH, VA :

Myr. BartLerT. Good afternoon, Mr. Chairman. My name is Jim
Bartlett. I am with Munford, Inc., of Atlanta, GA{

Munford, among other concerns, operates 1,000 convenience .
stores in 29 States. In addition to that;J am here to represent the
National Association of Convenience S@ores, NACS. NACS has
about 950 members, owning approximately 40,000 convenience
stores. This offers employment-ont an annual basis to about a half a
million people.

' 1t seems like just about everything I have to\foer in terms of fig-
- ures has been brought up. ) > \
Senator EINz. Your entire testimony will* be placed in the:
record. ' S
Mr. BanfLert. Right. 1 have been that route before. [Laughter.}
Now, I want to talk about something that has not really been
brought up here too much this afternoon—it is very pertinent, I be-
lieve—and that is the place that TJTC plays in the JTPA, which 1
believe everyone is aware of, .

| appeared at.the first testimonies here with sort of a story about
what [ intended to do in terms of making Munford successful, and 1
find myself 2 years later-in a sense wishing I had the time to make
a complete report. But at any rate, we have-become, because of
TJTC, inwolved in all of the States that we do business in, and we
list our )ob orders in approximately 150 ES job offices, in addition
to other agencies, plus the local agencies affiliated with the JTPA.

We got started in this *CETA, where we got involved in OJT.
We got involved in OJT sifaply because it was a profitable thing to
do. We ran very short programs, and with TJTC tacked onto the
end of those~grograms, it was very profitable, to the extent that
today we have done business in over nine States, conducfing over
100 QJT programs. . \

~
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We support in the neighborhood of 30 PIC’s currently with coop-
eration, and that will be extended onto about 150 more.

Now, there are many éther members of the National Association
of Convenience Stores which are doing similar things. We are all
sort of dog eat dog down there at the bottom, so b don’t want to
give away too many trade secrets, but I do want to share thig point,
my concern with what would happen to JTPA without that incen-
tive.

ES, PIC's-the CBO’s, and service providers at this time need to
be able to"plan, and plan more efficiently. We need a multiple-year
extension, there is no question about that. We tremble day by day,
I think, in fear of even 1 year; but what we need | think we ought
to concentrate on getling if possible.

Now, in the aréa of the JTPA once again, we get down jo this
business of preferential hiring. Qur company would be unlikely to
hire nearly the numbers that it does from the targeted groups,
were it not for the financial incentives involved in that. That
means that we would not have the interest in the JTPA that we
have if it were not for the financial advantages of it. 1 t‘lk that is
true with most employers. _

We, too, provide our lower management the incentives, that the
TJTC money goes on the lower echelon P&IL statements and the
reason it goes there is becaust we have got to twist arms in many
occasions to get the preferential hiring that is necessary. If we had
our druthers, we would hire 51 2-year-old women to run our stores,
because that's what works best. But you folks in Congress won’t let
us do that. So we are very grateful for the financial incentive to
hire the young peoplé who need equal opportunity. *

" My time is running out, and I have simply got 1o say that the
kind of activity that is represented by I think the majority of the
group of people here—and 1 am glad to say,this—most of us are 1n
{He retail trade. Most of us are the basic foindation of the industri-
al complex, and we offer the essential iniflal job opportunities to
all of thiese kids. .

Before [ get carried ‘away, which 1 am often apt to do, I want to
point-ott for Mr: Dole’s information, to take a look at the statistics
this year and the rapid rise of welfare recipients being hired be-
cause of TJTC. That saves one hell of a lot of money, and we' do
that. We make a point of that. And we do adjust our hiring proce-
dures to accommodate those particular types of things.

1 want to thank you, Mr. Heinz, for your N‘forts) in this thing,
and T hope you can see”us through and can get us our multiple-
year. ! . -

Senator Heinz. Mr. Bartlett, thank you. We will do our best.
[Mr. Bartlett’s prepared statement . fotlows:]

i
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950 members who own and operate nearly 40,000 convenience stoffes Voo

LY

Goodcaftefhoon Mr. Chairman, members of the supcommittee, .- .

my name is James E. Bartlett, “I am GoOern@snt Progrdms Coordinator
for Munford, Inc. 2 coﬁpany headquartered in Atlania, Gédrgia,
..which, among other concerns, 6perates approximately 1,000 con-

venience stores called Majik Markets in 29 states. 7

‘

In &ddition to ;eprgsenting‘Munford'at this hearing today, }

- \

I also appear before you on behaif of the National Association \
Y ) “ .

x

of - Convenience Stores (MNACS), the national trade agLociation

A
n . R L . \'.
represgnting the convenience store industry. NRCS has over \gi

4.

Y -

-

b

infevery state of the union., . ' : §>

i‘wish to register the support of Munford and NACS for
$.2185, your bill, Mr. Chairman, to extend the Targeted Jobs‘,

Tax Credit (TJTC) for 5 years through December 1989, -

I. Need for Extension »

7

* Since the inception of TJTC in 1979, the convenience store
industry -has employed 1iter611y.thousangs of eligible employees

v - C o as s : n
under the program, Most often, these individuals have gained
- _ o _ \
their first rcal work experience in our stores, experience
™ )

enabling them to.build an employment record upon which to improve
their upward mobi]iiy and enhance opportunities in our industry
_or other industries.

» - \

. . ' 4



Ih keeéing with the orig%pa1 intent of Congress in beginning

the TJTC pﬁog;am -— namely to provide an incentive to employers
5 N N A o

- to hire persons from thgeted groups with particuTar{y high un- . N

M .

employment rates or other specigl employment needs -- our industry
peciq )
’ ]

{ .
has responded by working with state employment -service offices to - .

»

identify eligible employees and‘post'joﬁ orders on a regular basis.
, .

In my company, Munford, our partici' tion in TJTC Began in

1980. Over the past three years. our par®icipation has resulted

in active cooperat1on w1th over 100 local emp]oyment service offices® =«
where it is mandatory for the ovor 200 Munford Fie]dﬁhanagers to
‘[ place Job Orders. Over 6,000 employees have been hired through
“employment and training‘dgencies of wnich abbut gS%'have reéu]ted

] - v

in a .TJTC credit.

¢ i * -~

Equallj important, though, i5 the fdét that as a direct resu]f
of TJTC activity, Munford half become involved with numerous CETA
prime sponsors and servic§ providers and has conducted over 120 0JF
.programs in mine states. Oh\most recent activity is ghe new VA 0JT”

program which we are implementing in our twenty-nine state operational | -

-~
-

area. ' -
- . . o
. N . ; .
v - The point of "all this is that nothing I have described abog;
our involvément in empfoyment and training programs would have -
occurred without the incentives of the TJTC program. This indicates .
that our cons1derat10n of a TJTC extension e this’ afternoon cannot . .
be v1ewed 1n a vacuum. S1mp1y stated, extensﬁon of TJTC wii] continue

to serve as a nnt1vat0r to the business comnun1ty to get active in,

broader emp]oxgeg;band training programs. Specifically, a five-year .
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extension is neceSséry to encourage employer planning for expansion
IS : [ uv
of employment and training activity into related areas such as JTPA

. planning that myst occur in intervals greater than one year

to be efficient. d

~

N

This planning factor lg as importqgt to the»fedéra] government
2 h . .

- A
/ as it is o business. The Departrlent of Labof wauld no doubt

improve ifs marketing of the TJTC program if %t were clear that

the program would have a multiple year duration. .
' /

N

Private Industry“Counci1s (P1Cs), Community Based Organizations
1 {CBO's) and service providers all use TJTCvas an incentive to
k3 -
“emplogers in marketing their programs. These PICs need a multiple

"year extension, preferably 5 years, in ordgr to plan thei@ aétjvity.

{
As with TJTC, only now realizing real effectiveness, it will

.probably take several years for JTPA to take hold and become an

effective emplGyment and training aid. Private sector support

N

of programs 1ike JTgN aqﬁ»TJTC is essential, especially bx industries
1i%e the convenience store industry. While+the objectives of *Such

Qrobrams oftén are defined in high téch and specialized training

terms, it is important to nehember that not all trainees will

"make the grade." Significant numbers of trainees, most of whom

are TJTC eligible, will need work to carry them through while-

&
1

_skills aohtinue to be honed . .
A, - T,

" . ’ -

A\ - i .
Indu?tries like ours, therefore, find the TJTC program appeal-
sAng in this regard. We can and do provide these individuals with

the employment opportunities they need. Our industry employs

4
N T ~

-

S

Y
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" nearly a half million people. Most often these individuals are
\employgd fqr short intervals which involves constant and costly
training, retraining, and orientation on our part. If incentives
to hire -the traditionally hard Eo employ, like TJTt, were to fall
apért: it‘}sonw opinion that significant hiring of these individuals

-

31mp1y would not 0ccurt~

. s
Al Al

11, Progyhm Observations

while the primary purpose of my statement today is to support
: '

an extension of this valuable employment program, I would be remiss

if 1 were not to mention some observations 1 have in the broad areas
1

of prbgram administration and employer participation.

A. Program Administration

First, it must be made clear that t\e current problems with the
TJTC proéram de not originate in Congress. Quite'app;opriate1y,
Congressional intgnt,‘aslgxpressed in 1978 was to relieve the
‘employen of as-many burdens associated with' the program as possible.
Specifically addressed by Congress were elimination of.unnecessary
paperwork burdens and hurder ofﬂpﬁbof in the area of eligibility

“verification of individual TITC employees. 4

Tﬁﬁ {irst two edigions ana now third draft edjtion of the
- Department of Labor handbook goyenning‘TJTdrprocedure have evolved
to involve employers in the verification/eligfbi]ity business to
an extent.greater than ever before. This .fact threatens private

sector participation and runs contrary to original Congressional

- - ?

intent which needs to be maintained.

3

-

\
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With specif{c regard to eligibility verification in the arca

[
of income proof and defined economic status, the problem becomes

acute for employers since employers are unabke to legally derive -

F S

-

from employees the information“necessary to determine economic

7
status.

If such.documentatjon werd to b%\colsiQered essential, . it must

[ N
be the government's responsibility to obtain it. However, it is

g

not clear that such income proof is necessary since excessive abuse

of the TJTC program has not at all been implied in any of the post-

4 - ) ) . -
audit reports generated under the program. And, if thefe's anything
that the state'emp]oymentigervices don't nded its unnecessary added

work in this area.

»
»

In fact, nmspyprob]ems encountered by‘my company with local

employment.sérvices rélate to their staffing and workload imbalances.

[
The 1985 Budget recently transmitted to Congress allots $20 ‘million

for TJTC. This breaks down to support for about 500 TJTC 4lots in

the 50 states . . . less than % persbn per local employment service
, - o

office. It is more than worth considering additional appropriations
for this program in an effort to stream]ine.and'impfove e ability

of the state offices to deal with pHe program requirements, but

~

perhaps even more importantly it is imperative to be careful not

to add duties to an already severely overloaded systens.

B. Employer Responsibility - ' .
AN . g ’

At Munford we feel and act on a responsibility we perceive

as ours under the TJTC program. We believe that ot éfforts at
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continually improving communications with Department of Labor

representatives aids the overall objectives of the TJTC program
. //“\'

and helps alleviate the workload (; the Employment Service (ES)-

. I A

offices . * : ‘ t

With spe;ifi' regard to the processing of paperwork.through

local ES offices, it is, for example, Munford Corporate poticy -

AN

that interviews pursuant to filed letters of intent be arrangga&

i

- !

within 10-workiﬁg days. Qur personnelnpéople follow up on
such outstanding paperwork helping both Munford and the ES
offices achieve their objectivés . . . nhmely placing individuals

in jobs. - -

This close monitoring of the TJTC program by Munford pé}—
ceived b{}lJS as not only our responsibility, but in oursinterest,

keeps things moving in the process of vouchering and certifying

-

TJTC employces, a benefit to all concerned- -

I believe that Munford's invo]vemeqt—with TJTC "and other

.

employmént programs provides a good model. We have strived to

keep up our end of the responsibilities we perceive as ours under

v

these prbgrams. ANl things considered, we "pay our way" in our -

cooperation with government programs. The various agencies of

o ¥ .
Jurisdiction with which we work have also benefitted from our

cooperative efforts through plaement credits, their medsure of

Success.

\ .y
' : ¥
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We have bten aggresé&ve in our pursuit of excellence and

b ' . - o

‘. ~consistency relative to govermment emp10yment_progfgms. -In 1979,
. N . > ;

we had virtually notﬁing going in this vital ared and today we're

involved in just ébotheverything the employment and training
. + . A

'comnunity offers. . In that connection, 1 think it is more than .

-

reasonable to expect others in oup industry, and there are many - ~
L already {nv01véd, to gontinue to improve and expand not only their
roles in programs-11ke,TJ?C bt to apply their involvement in
' .
related'programs\if&e the JTPA.  This increased involvement by A
. menbers of our industry and §imi]ar-industries.reprESented on the

3 . Ay
. panel Were today can only help to advance the overall goal of a

I

‘better employment community and increased obportunity for the

" disadvantaged. Extending TJTU is key to continued growth.

\ A A -
<

AN

I urge'you to push”for passage of 52185 without delay. Plans .
for next year if not already made are being made now and the So%ner '

the status of TJTC extension is clear the better all conterned will

i

be. - Extehded TJTG, particularly a multiple year extensign s critical
. #

to continued momentﬂﬁ in the private sector to get inw@lved in
42 g d
_ . AN

’ng_‘l oyment programs . . '
)

It is with that point that-I closgmy remarks here today.

. : . R ¢
, Thank you for y@ur attention and spe®§1 appreciation to you .
o .z s
Mr. Chairman for-your continued leadership in this matter.
. - Bl . . . .- x
" ['d be happy to answer any questions you may have.~ .

. AR it ettt st s s

B - , | }
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Senator HE!NZa/Let me just say, as someone whose background
and family includes about four generations of people in marketing
dand sales, I have never visited a retail store I didn’t like. [Laugh—'
ter ] \

Mr. Barrrerr.” I had a hunch -+t .might' get through to you.:

- {Laughter.] .
Senator HeEinz. Ms DeLuz.

STATEMENT OF -LOZELLE J. DELUZ, PH.D., OWNER-OPERATOR,
McDAONALD'S CORP., WILMINGTON, DE

I? DeLuz. Mr. Chairman, I am Lozelle Del.uz from your neigh-
boring State to the south, Delaware. It is an honor, for me tb
appear before you today to discuss Senate bill 2185 to extend the
targeted jobs tax credit.

J would like to gr atefully thank th§ committee, and in particular
I would like to thank you, Senator-Heinz, for a sensitivity of and a
cominitment to the critical need for an extension of the legislation
-which will encourage the private sector to continue to hire.the
urban disadvantaged and others who have a difficult time ﬁn&mg
employment opportunities.

My husband and I are independent franchise owner-operators of
two McDonald's family restaurants in Wiliington and Claymont,
DE. As such, I was privileged-to be named Entrepreneur of the
Year for the State of Delaware for 1983 by the Bjandywme Profes-
sional Association.

McDonald’s is a system of 7,778 restaurants ‘worldwide, with over
6,200 of these restaurants in this country. As a system, we serve
more than 11 million customers daily. Approximately 4,800 of the
6,200 restaurants, or 77 percent, are owned by franchisees such as
my husband and 1.

Althoui McDonakl’s system’s sales for 1983 were over 8.6 bil-
lion, the
us who own and operate our own McDonald’s réstaurants.

Our McDonald’s restaurant business has been participating in
the targeted jobs tax credit program since 1979. The program has
not only provided us with sybstantial tax savings over the years
but has also made it possible for us to employ good employees who
would not have peen hired otherwise. The presence of, TJTC has
given us the incentive to take the extra time and effort necessary
to seek out other qualified einployees.

I have seen and experienced firsthand the effectiveness of this
tax credit in encouraging us to hiré inner-city youth and others
who might not have been emgloyed otherwige. I' also have seen a
number of success stories involving individuals who through the
TJTC program have advanced to management-level positions. We
currently have one store manager, six swing managers, and four
‘manager txamees who were originally hired as c¢rew people
- through TJTGQ. °
" One of our successes is a young man who we hired at the age of
16. We might not have hired him if he had not been ‘targeted jobs
tax credit certified. He*has matured, obtained all of the necessary
skills and training to qualify him as a manager, and he is now em-
ployed as a manager of one of our stores.

!

L4

g 200 .-

-

eart of this system congsists of small business people like. )

-
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Time will not permit me to cite vther examples, but 1 have in-
cluded them in my written testimony.
Senator Hewnz, It will all be included in the vecord. .
Ms. DeLu2. Yes. - I
1 would therefore like to end by recommending to you that this
program be extended for a reasonable period-of time to allow more
employment opportgnities for the disadvantaged. More specifically,
1 would like to urgé you to extend the program for at least H years
by enacting Senate bill 2185. - -
- Thank you. v
Senator Heinz. Thank you véry much.
Mr. Cohen. ’ )
(Dr. Deluz' prepared statement fol!ows:_] ‘.

-

[y
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TESTIMONY OF LOZELLE J. DELUZ, Ph.D.
HCDOWALD 'S OWNER/OPERATOR - /
WILMIRGTON AND CLAYMONT, DELAWARE : *

o \
TARGETED JOBS TAX LEGISLATION Y
FRIDRY, MARCH 2, 1984
ROOM S.D. - 215 DIRKSEN SENATE OFFICE BLDG.
WASHINGTON, D.C. 20510

Mr. Chairman and members of the Committee, it igsan honor for
me to appear before you today to discuss S.~ 2185, to extend the
Targeted Jobs Tax Credit. -

. - . o ¥
I would like to gratefully thank the Committee, in pdrticular
the sponsor of this legislation, Senator.Heinz, for a sedsitivity
of and a commitment to the critical need for an extension of the

legislation which will encoufage the privateﬁgector to contipye to,
hire the urban disadvantaged and others who’

ave a difficult time

finding employment opportunities. - .

My husband and 1 are independent frgﬁéhised owner/operators of

two McDonald's Family Restaurants® 'to Wilmington and <Claymont,

Delaware.

As such, I was privileged, to be named "Entrepeneur of

the Year" for the State of Delaware for 1983 by the Brandywine
Professional Association. . b

McDonald's is a sysﬂbm comprised of 7,778 restaurants world-

wide, with
serve morg

over 6,200 restaurants in this -country. As-a system we
than 1] million customers daily. Approximately 4,800 of

the %,200 restaurants, or 77% are owned by franchisees, such as my
husband and I, Although McDonald's total sysltem sales for 1983
were over 8.6 billion ,the heart of this system consist of small
business people Yike us. who ©wn and operafe our own McDonald's
restaurants. N

_ Our McDonald's restaurant”business has been participating in
the Targeted Jobs Tax Credit program since 1979. “The prograp has
not only provided us with substantial tax savings over the years
but has also made it possible for us to employ good employees who

would not

have been hired otherwise. The presence of TJTC has

given us the incentive to take” the eRera time and effort necessary
to seek out other qualified employees. o - )
B

1 have seen and experienced first-hand the effectiveness of

.

this_tax credit in encouraging us to hire inner city youth and

others who

might not have .been employed otherwise. I also have

seen a number of success stories involving individuals who were

.positions.

" hired through this nggram. -0f the 186 new employees we hired,
through the TJTC . .prog

m, several have’ advanced to management level
We currently have one store-manager, 6 swing managers,

and 4 manager trainees who were originally hired as crew people
through TJTC. » . : ’ : -

]
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Onedof our suceesses is a youny man who wé hired at .the age of
.sixtean.  We might not have hired him 1f he had not been Targered
Jebs Tax Credit certified. HHe has matured, obtained all of the
‘necessary sKills and training to qualify him as a manager and 1s
now employed as a manager of-one of our stores. *

Another ewployee hired under the program wat a funciional
2+ dlliterate. As the systen and production of the products became
more sophisticated, 1t became necessary for the employee to he able
to read the grill order slips (these are the special requests for
products woe prepare to order) in order to ietain the job as grill
trawner. The employee learned to read, through . youth employment
program, W%ith the assistance of store manager and Elwyn , Institute
for the handicapped. This employee was. named handicapped person of
the year 1983, in New fastle County bDelaware. | The ecmployce was
presented an award by Governor Dupont for his persewerance and out-
standing pertormance, I don't believe that this would havé been
possible without the TJITC program. . , )

' Time will not permit me to‘cxte other examples, however, we
feel as owner/operators that we have helped many people in several
ol the "disadvantaged" categories, as defined by the legislation.

I would therefore like to recommend to yoQu that this program
be extended for a reasonable period of time to allow more emp loy-

ment opportunities for the disadvantaged. . More specifically, 1
would urgesyou to extend the Targeteq Jobs Tax Credit fon at least
i ;0 o] S B . ) « -
. five years by %enac ix?/§x 2185 X

I would be glad to answer the committee's questions, 1f therc A
“are any at this point. = -
; .

-

STATEMENT OF MERI&LL K. COHEN, DIVISION PRESIDENT,
' MERRILLJS RESTAURANTS, INC., INDIANAPOLIS, IN,

Mr:.Conen. Thank you. . : E
I will try to make my prepared speech very quick because 1 have
a few extemporaneous things I would like to add.. ‘ '
Senator HeiNz. Please proceed. & . )
Mr. Conen. We operate 11. in-plant cafeterias in Indianapolis.
Four years ago we decided to hir€ targeted jobs tax: credit employ-
ees, and almost half of our organization were eith ired with
Federal or State of Indiana tax credits. This program has-helped
our-company survive. Our employees have benefited from having
productive jobs instead of being on welfare, and our community has
taxpayers instead of tax receivers. You have heard that before. ,
We select, indoctrinate, and train each new employee. This gives
each new employee a sense of dignity, self-worth, and a hope for

the future. And we hope you will continue your efforts on behalf of

renewal, Senator Heinz. . ..
I want to add, extemporaneously, a few remarks. The big ques-

tion that has been overlooked is: Why are there so many black kids

Q

unemployed on the street throughout the United States? Eighteen-
year-olds-——go down any street in the United States, and there they
are. They are shooting basketballs, and there are no:jobs for bas-
ketball shooters. " -
Now, compare that, this.question about preferential treatment—
and absolutely TJITC is preferential treatment—compare that kid,
that kid that T just mentioned, to my son whd just took his bar ex-
amination and who has a masters degree, and who has a wealthy

RIC - k03 . o
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influential fathey. Compare that kid to my son, and what chance

does that kid have? . ¥

Pick up any newspaper throughout the United States, and. the
- ads are that thick trying to hire people; but, that kid deesn’t qual-

ify. My kid can qualify for any of those jobs. And that’s the thing
that we have to look straight in the head on, that in order for that
kid who is uneducated, not trained, without a .work ethic, for us
employers to take him into’ the firm, we should be rewarded by
that credit. And that credit has benefited our organization.

But at the same time, I can tell you for a fact that half of .our
organization came to us through the tax credit.

One other small point: I want to point out that all the pious talk
that the AFL-CIO talks about, about affirmative action and all the

other stuff that they do—great. But they said, “You cannot dis®

criminate.” Well, what are you goingito do with a handicapped
person? ' ‘ : )

- For the handlcapped [gerson, you can piously say, “l ‘am for
heing the handicapped person’’; but then, when the employer steps
in and says, “Yes, I will hire 10 percent of my employees as handi-

capped,” isn’t that discrimjnation? It is. It is preferential treat-
ment. Apd therefore,’'we have to face it head-on. Hiring the under- .

privileged is discrimination. It is preferential treatment. But I have
to say I am 100 percent for it.

Senator HeiNz. Mr. Cohen, thank you very much.

[Testimony of Mr. Cohen follows:] .
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f INDUSTRIAL CATERING GO, * = . -
Ty, DIVISION OF MERRILL'S RESTAURANT, INC. ' . b ) :
6128 N. COLLEGE AVE.. SUITE 101 « INDIANAPOLIS, INDIANA 46220 (317) 251-4583
MERRILEJC. COHEN -. | ' " )
DIVIS‘lO‘;bP}SIDE{; ) ) ' : .
MRS. MERRILL COHEN - J _
CORPORATE PRESIDE?\_IT ) ) ) . ; . i ' E
February 29, 1984 L - -
- ™
R Testimony-bf Merrill K. Cohen, President, Industrial Catering !
Company, Indianapolis, Indiana
_ Re: S2185 to extend’Target;B\Jobs Tax Credit . - = ‘
- ‘ .

a - ~

”

We operate eleven in-plant cafeterias in Indianapolis. Four
years ago ye decided to hire Targeted Jobs Tax credit employ- -
ees. Almost half of our organization were hired with either - A
_Federal or State of Indiana tax credits.

This program has helped our company survive: Qur'emp]ojeeS"

have benefited by having productive jobs instead of being

on welfare. Our community has tax-payers 7instead of tax-
receivers. ' ‘o

gives each one a sense of dignity, self worth, and’ hope

for the future. We must continue the concerted effort™to

bire the underpriveleged which is the reason Targeted Jobs
,Tax Credits should be extended. -

We select, indoctfinate, and train each new employee. This '}'

. o - ‘
Sincerely, -

* 4

Merril] Cohen
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Senator MEINz. Mr. Whitt.

\«”‘

STATEMENT OF LARRY Wlll'l"]‘ Vl(‘lu PththN'l‘ (;OVERNMEN’]‘
RELATIONS, PIZ'/AJIUT lN( WICHITA, KS .

Mr. Warrr. Thank you, Mr. Chan‘man

My name is Larry Whitt. I am vice presnd@nt of °public 1elat10ns .
. and Government affairs for Pizza Hut, Inc., in Wichita, KS. With

me today is W-Péyton George of Mlles and Stockbridge, our Wash-

ington counsel.

Pizza Hut has been strongly ‘involved in TITC over the past b
years, and we would therefore urge that it be extended for 5. years.

Siqce its inception, Pizza Hut has hired in excess of 11,000 TJTC
_empldyees.\In 1983 alone, we hired 6,366 TJTC employees paying
thege people over $11.5 million in wages and compensation. I think
the best way to exemplify the program at-Pizza Hut is by a few®
examples:

In Squth Dakota, we presently have an area supexv1s01 who
came as a TJTC employee as an assistant manager. He worked up
to the position of a manager, a training manager, and now he is an
area supervisor. He has control over the physical properties and
the employee relations of at ley/four units, well in excess of $3-$6
million. ’

I'n Ohio-we have an 18 -year-old girl who came to us as a disad-
vantaged youth who is now one of the pnmaly supporters of a ©
family of 12. She started with our program in 1981 and now she is
- a full-time assistant manager.

In Indiana we have another dlsadvantaged young lady who is ‘the
head of a household. She has one dependent child. Skte had been
receiving aid to dependent children and also food stamps. She has
now been promoted to shift supervisor and is one of our. more pro-

ductive employees. :

In Mofitana, we have Been working with the Vocational Place-
ment (Jenter. We have hired eight handicapped -and/o¥ mildly re-
tarded employees, and we are very, very pleased with their
progress at this poinj.

I think, In conclusion, there are three p(}mts I would llke to
" make: ™y

The program was intended to stimulate employers to hire thdle
people, It worked. It therefore makes oppor tunities for these people
that might not otherwise have been available.

It gives them opportunity for promotion.

It also is costeffective, in that it does lower the public-assistance
programs, and it also pr ovndes revenue in terms of tax receipts.

Mr. Chairman, ‘again I would encourage you, and I applaud your
efforts for assisting us in this matter, and we would like to see this
bill extended for another 5 years.

Thank you.

Senator Heinz. My. Whitt, thank you very much

[Mr. Whitt’s stat ment follows:]
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* Larry H. Whitt
ent — Public Relations & Govekrnment Affairs
PIZZA HUT, INC. o .
’ 9111 East Douglas
- Wichita, Kansas 6720]

Vice Presid
¢

. Good afternoon, Mr. Chairman and ﬁmmbérs of " the Syb-

committee. My name is Larry H. Whitt and I am Vice President -
ruiic Relafions & Government Affairs, Pizza Hut, Inc., Wichita,

K%nsas./fI‘am-uocompanied by - W. PeyEon George of Miles &

Stockbridge, our Washington counsel.

Pizza Hut is’ the largest system of plzza restaurants in the ;

world. I expect that most of you are familiar with our restau-

f

rants with the red roof since. they are 1ocqted in every State of
2

the Union, as well as in twenty-six foreign countries. Our 4,000
restauraﬁts are about half company—owned and the other half

! franchised. Although we ar; a relatively youngs company, having

- -

I3

been founded only in 1958,‘we have'a rather unigue and interest-

. . R

- ihg history that X feel kpltomizes the potential of our country s,
h f(ec enterprise system.y Nowhere clse on earth could two teenage
~—-— -~ prothers have taken a §$600 investment and molded it into the-
world's largest ;ntdrnatiouhl company in our business. N
v Our Pizza Huts have over 90,000 omployees at any giqeh time.
The vast major?ty‘of Rur employees are eightébn to tweuty-five
years old. Last year, with the }ntroduction of our Personaf Pan

Pizza, we created 20, OOOHnew jobs system wide -- mostly entry

level positions. ThlS was in a period when the unemployment rate

3 .
‘4 was at'a high level. Many'bf these newly created positions were
.
filled with targeted job tax credit (TJPTC) participants. We have {
- ~ ¢ ¥
\ .

L .

. N [

o .
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utilized the mJTC program siﬁce ity inception and strongly urge

v

A »
that it he extended for at least five!ydxe xoah@.
For many.of the TJITC employee%, this is their first job
\ » .
ever. We teach' them, in addition to the job skills, the {

fundamentals of being ansactive member of the natioA's workforce.
4 1
Pizza Hut, in 1983 alone, spent‘pver $853,000 in training of TJTC
T t ! * ,
emplovecs and hired 6,366 employeeg under this program in gur

v

© company-owned stores. We paid this group of employeces over )

¢ $11,500,000 in compensation. Our TJTC hirecs are, OF cbvrse, -

- . h

c&rkified as eligible and screened by the State Employment
offices. We Lhink our achicvement rate with the program is

. . \,
excellent and I wonld like to hithlght a few of onr wany success 2
. v ) Y .
stories. - . . "
3 B B . ’

1 . - - ~

((— In South Dakgta, a youn& man h{red as a disadvantaged]l youth /
- "

under 1his program ‘and trained'by Pizza Hu¥ has, in three \\\

- * . . . [N
‘short yenng’;;:: promoted four times going throudh the /
- lanks as Restaurant Manager, Restaurant Training Manuger*apﬁ;
. + .~

. ) N
recently Area Supexvisor. 'He recently.rececived one of Pizza

o

Hut's top awards for the most improved store.
-- In Ohio, an 18-year-old young woman hired as a disadbangag@d

youth now supports her entire family of 12. She has advanc-

.

ed rapidly through the sy3tem, from becoming a full-time

employee in 1981 to Assistant Manager in 1983. She has
R .

since graduated f{rom the program and we have gained a
» i >
*

' - -
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Y
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long-time valued enployee while Lhe government has gained a

y

productive taxpayer. . ’
In Indiana, a young “woman started as a- part-time employee
- N -
uhder the program and has since becn promoted to Product ioh
N

Leader. She is the head of the household and supports one
child. Before joining Pizza Hut, she was receiving federal
+

assistance under the Aid to Depéndent Children program and

Food Stamps. She is no longer under any federal assistance, .

~

and she is the best employece in her restaurant,

v

In another situation in Indla?a, a 26- -ycar-old mother wgs

hired a!\a WJTC part1c1pant undor the disadvantaged mlnorlty\

cateqory. She has’alrcady been promoted to Production

Leader, and she.,is no longer receiving Aid to Dependent
Y £
Children or food stamps. She fo]d her supervisor recently,

"1 just got tired of the goveroment supportlnq me. T wanted

[

to do 1t myself. With*the help of Pizza itut and the TJTC

program, she was able to achieve. har goal.
&
In Montgna, working with the Vocational Platement Centerx, we

have hlred eight handlcapped and/or mildly retarded emplov—

~.ces who either had not. been_employed before. or. else. had.:

-~

worked in sheltered envitonments. We, and these cmployees,

are proud of their progress. &

B

¢
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Thesoe examples ﬁ;thight two important aspeets of the TJTC

. .
program. First, many o}jour TITC amployees amd fornmer TITC

i : . N
employees are workimg their wdy into managerial positions. 'TJTC
N -
employees in entry-level positjons who have potential are given

\\ the opportunity for ddvancement.® Second, other TJTC employees
- - -« . -

El{C 3588 O-—84——1q

whose poteﬁtia] is achieyﬂd just by .having a productive {Pp,‘pre'

given an opportunity they might not have had otherwise.
r

TJTC is a simple, easy to understand private enterprise
/

gtimulus. Our experience is that the program is cost effoctive
vy lowering public assistance payments and raising tax receipts
» .- .

*wherf the targeted individuals begin work because of the credit.

Pizza Hut, Inc. supports a five-year extension of this program.

»
r

- - : - ; -
Senator Heinz. Ms: Jones. S

STATEMENT OF BETTY JONES, DIRECTOR OF AFFlRMA'l‘iVF
ACTION AND CORPORATE TRAINING, J.L. HUDS()NS DIVISION
OF DAYTON HUDSON CORP., MINNEAFOLIS, MN, ON BEHALF OF
THE ASSOCIATION OF ‘-FNFI{AL MLR(,HANDPSE CHAINS,
WASHINGTON, DC - g S

- Ms. Jongs. Thank you, Mr. Chairman.

My name is Betty Jones, and I am director of*affirmative action
and corporate training for the J.L. Hudson Co..in ‘Detroit, MI,
which is an operating company of the Dayton Hudson Corp. We are

a diversified nationnl retailing-group ‘headqdartered in ‘Minneapo- - - "

lis, MN. { gm testifying on behalf of the Association of General
‘Merchandise Chain8.

For the past 3 years, Dayton Hudson Corp. has been involved in
the Targeted Jobs Tax Credit Program. In 1983, a major effort was
made to indrease the stores’ participation in the program. .

We would like to share with you today what we feel is the value
of the program and seme of the efforts we have made to make the
program work as Congress intended:

One. To ensure that our store managers are mvolved in’ makinps

the program work, the tax credit is credited to the individual store.
- This means that the credit will be reflected in the store’s bottom
line.

Two. In addition, we became partners with the local job services

and community agencies, to complete both the certification process
“and to cooperate in identifying a pool of TJTC-eligible candidates.
- Our corporation is committed to making the Targeted Jobs Tax
Credit Program work through community partnership in placing
hard-to-employ people. We can cite many specific examples that
support this statement. Our company sees long-term benefits
beyond the actual credit, such as: (a) Providing a work force that js

[\) ’ *
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representative of the comfnﬁnity} We have found that 10 percent of
our employee population represents the Targeted Jobs Tax Credit
groups. (b) TJTC also provides an opportunity for us to fulfill our
corporate responsibility to residents in the communities in which
we do business. Also, the reality of an e¢mployed versus an unem-
ployed force provides a mueh better economic climate in which to
do business. ) < .

Because of our experience and understanding of TJTC, the
Dayton Hudson Corp. has served as a resource for the Minneapohs-
based business community to become involved in TJTC. Through
an organization which develops employment opportunities, the
Neighborhood Employment Task Force, we provide technical assist-
ance—which includes training of their personnel and hssisting in
actually processing the certificates—to small- and medium-sized
companies in making TJTC work.. _

In conclusion, TIJTC is an effective and worthwhile program. We
think that the program helps businesses of all sizes in our industry.
To ensure that initial changes in companies’ hiring practices are
maintained over ti‘me"f~ employers need some assurance that the
program will continue to be_available as they gear up to partici-
pate. Therefore, we urge Congress fo.approve a multiyear exten-
sion. - y

I would like to personally thank you for your leadership and®up-
port in this effort.

. Thank you.
Senator Heinz. Ms. Jones, thank you very much.
[Ms. Jones’ prepared statement follows:|

"
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Betty Jones
Director of Employee Relations ’ : \
J.L. Hutson's Company

. Dayton itudson Carporation

Statdﬁcnt of General Merchandise Chains ]
Testimony before Subcomwitiee on . ‘
Lcanomi¢ Gruwth, Employment and . .
Revenue Sharing

Senate Finance Committee
Washington, D.C.

March 2, 1984 -

M} nagf is Betty Jones, and I am the Director J&'Emp]oyee Relations,
d.1

from . Hudsen’s in Detroft, MI which Is an dperatjng company of the S
Dayton Hudson Corporation. We are 'a diversified national retailing
group headquartered in Minneapolis, MN. 1 am testifying on behalf of ° .

the Association of General Merchasdise Chains (AGMC).

The Associattion of General Merchandse Chains (AGM(G) reprebtents the .
Naf®on's discount variely general merchandise ‘retail industry. AGMC'Ss
memberships include retail companies that operate more than 20,000

discount variety, dollar, junior debarlmégt; family center, off-+price,

factory oullet, ‘catalog showroom, and other general merchandise . *
stores. These members range widely in size 'and ipclude many of the

nation‘s largest retail chains as well as companies active in one or

more reqions of the country and those with only a few lolations, or

even a singie store. AGMC member company stores are located in all 50

states and accounted for more than $45 billion fn sales.

For the past three'years, the Dayton Hudson Corporation has been . .

involved in the Targeted Jobs Tax Credit program. 1In 1983, a major

effort was made to increase the stores participation-in the program by
,// hiring a TJTC management team on as part of gur corporate staff, the

team advises, trains and works with the locations to implement TJTC.

We, at Dayton Hudson, are excited about _the results.

We would like to share withyyou tqday what we feel is the value of the
.\k program and some of the effbrts we have made to make the program work
as congress intended. . ’ -

e To insure that our store managers are involved in making the
program work, the tax credit is crédited to each store, This~ ) .-
means the credit will be reflected in the store's manager’s t
review of the store's profitability. This reinforces their : d
commitment to the program. One of our Dayton Hudson operating
companies reports the TJTC results to the indivfdual slores on
a quarterly basis. Hudson's plans to implement”the practice
.this year.

¢ We became pavtners with the local job services and community
agencies to complete both the certification process and to
cooperate in identifying a pool of TJTC eligible candidates.

o To successfully coordinate'the fdentification of pools of TJTC

candidates, Dayton Hudson found it necessary to hire a“full, _ g
time member on the TJTC Management Team. '

.
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- ' Our’Corporatton ts commitited to making the fargeted Jobs VTax Credit
program work throuygh communily pdrtnexsh1ps in placing/hard to employ

n people.

O

ol

5pec1fiq exnmples of this effort are:

L2

¢ My coﬁéany, J. quﬁgq§on S, DQtrOlt Ml .worked wilth the
Michigan Yo@yh Corps whTch had a pool of-200,000
16 and 17 year olds who needed jobs. The Corps had
asked corporations for assdstance. Hudson's responded
by calling each persphnel manager and -letting Lhem
know. that the young people would be applying and to
report back to the company headguarters on the numbers
hirgd. Hudson's was a leader in the community.

s J. L;_ﬁudson s also actively rQCruiled during” the mass

Wivre 6T 1Fe new store openipg at Battle Creek, MI.
They used agency Sources to let them know about ope-

nings. This was an edsy inroad with their new stores.
-Wien the mass hire ended, the store had over 30X with
TITC eligibility: ' )

N N
® At J.A. Brown, our department stores in Oklahoma, TJIC

manager volunteered for the Job Service State Advisory
Board. H¢ was able to give suggestions on ‘how to make
positive TJITC referrals frop Job Service to the

store&ﬁw The manager was also aple to "talk about the

TJIC program and make %uggosllons on the efficiency
of lhe process.

. Lechggyg, our spcg1a11t¥:merchan?lser in BosPon, Ma,
WeTd "an Education/Community Infofmation Exchange to
open lines of communication to become partners?in
placement with [ducation and communily based non-

. profit agencies. They concentrated on Boston and
Cambridge with the idea of using the CambrIdge Store+
vn buildipg cemmynity placement,

- Léchmere invited a number of community 3nd education
organirations to attend the exchange.

.- They gave a picture of their philosophy, priorities,
hiring guidelines and the grawth of jobs in the next
5 years. At the meeling they emphasized commitmenl
toaffirmative actionr—- - oo e Rt
s
- The company asked the education and community agen-
. cles for referrals with TJTC vouchers. in hand.

o Al Target, our discount store al Broadway-Lyndale,
Mp1%, MR, Targpl Personnel asked the community based
organIzallons prior to the store opening to refer
N clients. The employees were vouchered on site and the
store realized over a.37% eligibility rate. é

e At the Target store in Rochester,. MN, the Personne!

Coordinator activerly works with the Departmentrof
vocational Rehabilitdtion and the County Soclal

+
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ﬁmrvices which provide her with certifiable can-
didales. She invited community agency representalives ,
to her store for a tour and described the jobs in
operation. Ln this way, they counld see what she

wanted and wevre able to place candidates with her.

These are just a few examples of the way that® the 1JTC works for us
and other general merchandise companies.

When Lhe benefit of the tax credit is brought lo the store level, the
incentive for store personnel Lo hire from certain employment groups
is avident. qurent[y 'y cateqory of tax credit etigibles, Dayton
Hudson hived:

[ . (
AlD TO FAMILLIES WITH CCONOMICALLY DISADVANTAGED GRQUPS
‘DEPENDENT CHILDREN ------. 129 T T T e
WORK INCENTIVE -cc-eooooo-- 1% VIET NAM VETERAN --- 3%
SOGIAL SECURITY - EX-FELON --~-v--m-n- L1x
SUPPLEMENTAL INCOME ------ L1 18-24 YEAR OLDS ---- 67%
VOCATIONAL RENABI1[TATION -- 4% COOPERATIVE YOUTH -- .4X
GINERAL ASSISTANGE --------- 1« SUMMER YOUTH ------- 1.5%

Qur company {Tes long term benefits beyond “the actual credil such as:
N .

e Providing a work force that is representalive of the community.
We have found that 10-12Y of our emplbyee poputation represents
the Targeted Jobs Tax Credit groups. This representative work
torce helps ys understand our community and market.

o JJTC provides an opportunity for us to fulfiil our corporate
responsibiltly Lo gwsiJ%nls in the communities in which we

«* do business. Also Lhe reality of an employed versus an
unemp foyed force provides a much better economic ¢limate fin
which Lo do business. ’

Because of ocur experience and understanding of TJTC, the Dayton Hudson
Covparation has served as a resource for the Minncapolis hased bust-
ness commidily to become involved in 1JTC. Through an organization
which deVelops employment opportunities, the Neighborhood Etmploymgnt
Task Force, we provide -technical "assistance (which includes training
of their personnel and assisting in actually processing Lthe cer-
tificate) to other companies in making TJI{ work. As 'a result: -

o Small and medium sized businesses have been able Llo become
involved. .

e Unemployed persons in Lhe neighborhoods are matched with the
companies looking for TJIC eligible employees.

In conclusion, TJTIC is an effectjve and worthwhile program. ™ We Lhink
thal the progvam helps businesses of all sizes in our industry. To
insure Lhat initial changes in companies Wiri practices are main-
tained over Llime, employers need soine assurancg¢ that the program will
continue to be available as they gear up to paylicipate. Therefore,
we urge congress Lo approve a mulli-year extenfion. .

C .
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_ Senator Heinz. All of you have made excellent contributions.
Many of you have given us examples of individuals who.have been
hired who might not only not have been hired but who have pro-
gressed and have become very valuable employees. -

Mr. Bartlett made an interesting observation about how the Job
Training Partnership Act might not operate nearly so well without
the targeted {(obs tax credit as a means of getting trained people
into the work force and the people who are in the work force

trained. .

As I have read your entire skc‘tements, you have all made a_plea
for consisténcy in this progra 1—consistency, meaning at least 5
gears reauthorization of it—and, as I take it, the rincipal means

y which we might seek to bring more people into the prpogram.

Let me ask just one question. It was suggested by an earlier wit-
ness, in effect the AFL-CIO, that employers are going to fire em-
ployees in order to replace somepne to get this tax credit. Let me
ask: Have any of you known that to be the case? And if it is so,
what can we do abpft it? - ’

Mr. Bartlett, do you know? .. _

Mr. BARTLETT. Yes, sir, that has been the case here and there. I
think it is very spotty, but it is bound to happen. Sometimes a com-
plaint from an employee being fired will be that some TJTC person
may have taken therr job. But I think there is some validity in
that. _ '

Senator HeiNz. What can we do about it? Any suggestion?

Mr. BARTLETT. I think that is the employer’s responsibility. I
think that goes with good faith in the program, not to permit it.

In our company it costs a supervisor his job if he is caught doing
such a thing. ' .

Senator HeiNz. Dr. DeLuz, have you ever fired anybody to hire a
tax-credit-vouchered person? )

. Dr. DeLuz. Indeed not. No, the nature of our business is that we

hire youth, and we hire them on\a part-time permanent basis, most
youth. Many of them go on to college, many of them are still in
school, so their hours are irregular.

‘We are always looking at and tapping the job market.

I think one thing that my experience has shown has been that
the nature of McDonald’s restaurants is that they recruit their em-
ployees mainly frotn their own neighborhoods. One of our oper-
ations is in an area where there are many disadvantaged youth
who do not have transportation to get to jobs in other places. They
might not be employed, were we not there to give them thatsoppor-
tunity for employment; but we certainly do not in any way dis-
criminate. :

When we need persons, then we hire them. If they happen to be
35, that’s all the i))etter, But it has given us the opportunity. The
goal is not to create new jobs as such, but in our situation we have
in fact created new jobs because pf the tax incentive. We were able
to take the tax incentive to put a drive-thru oy one of our restat-
rants and hire eight additional persons that we might not, have
hired had we not had that tax savings to do so.

Senator HEINz. Well, it is nice to have some evidence on the
record that this does in fact create Jobs, not just a higher level of
~employment, o

215
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M1 Cohen. f Y

Mr. Conen. 1 don’t think it has happened at all. I would chal—
lenge anybody to show me a smgle case.

Senator Heinz, Mr. Bartlett is to your left.

Mr. Cogen. I know. But I talked to three or four of the State ad-
ministrators, and not a single one has heard of a single case.

Now, let me point out that it would be o no advantage to fire
someone until after 2 years, because you are still getting tax cred-
its right down the line for 2 years. So this means: Would you fire
him_after havmg,r ahmployee for 2 years, in order fo get a tax
credit? Anybody in the retail business knows how valuable an em-
ployee is after you have had him for 2 years, with all the trsumng
you have put into’it, and everything else.

So, I personally do not know, and I would not beheve it if some-
body showed.me, any instance in which a single case has happened.
Senator HEINZ. Mr. Sherman? .y

Mr. SuerMAN. 1 am not aware of a single case in our company;

but during the period that the program has been in effect, our .

What basically takes, place in our ness is that the discrimina-
tion lor the effort to work towarfl iring the targeted employee
takes place at the cornér park. Apd as we look ardund our ¢ompa-
ny and at the state of employfment in the Nation, we haven’t
lacked for workers to apply for jobs in our company. So it has
taken an effort to focus on employees.

I can certainly say that efforts that we have made, for example,
on prisoners on work-releasés and employment thereaftel .1t cer-
tainly wouldn’t have been cost effective for us to do, w1thout a pro-
gram like this. it

Senator HEINzZ. Ms. Jones.

Ms. Jones. I don’t know of any mstances where we have termi-
nated employment.

Senator HEiNz. Mr. Whitt.

Mr. Wuarrr. I have no knowledge of that.

Senator HEiNz. Mr. Bartlett, you were seeking recogmtlon

Mr. Barrierr. Well, you see, we're a big. outfit, and we hire

work force has more than doubled. /
bgf

4

20,000 people a year. So what 1 am talking about in the course of "

the TJTC Pr ogram is probably in the neighborhood of 40,000-45,000
geople And anything that can happen, Senator Hemz 1s going to
appen.

Senator HEINZ. That sounds like a corollary of Murphy s law.

Mr. BarTLerr. That is exactly ‘the way I function, sir. And I
cannot sit in the hallowed healls of Congress and tell a lie. So I
know of all sorts of nasty" thmgs here and there, but they are not
significant.

Senator HEinz. We shouldn’t sit here and do it, either.

Gentlemen, ladies, you have been very helpful indeed. We thank
you very much for the distances many of ;you have traveled and for
your excellent testimony. Thank you so much. -

Our last panel consists of’ Lee Fremont- Smith and Robert
Gouldex and Mr. Phillip Schepel Would you come forward please?

Mr. Lee Fremont-Smith.

Voice. He is not here.
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- Senator Hrinz. Is thére a Mr. Giery in ‘the sudienge from the
Food Service & Lodging Institute? Is anyone representing them?

[No response.] - o '

Senator Hemz. Let's see. You are Mr. Schepel, and you are
Mr.—— = :

Mr. GouLber. Bob Goulder.

Senator Heinz. Very well. Please proceed.

_S’I‘ATEMEI;JT OF ROBERT F. GOULDER, MANAGER, PERSONNEL

PLANNING, GREAT LAKES STEEL DIVISION, NATIONAL STEEL

CORP., ECORSE, MI, ON BEHALF OF EMPLOYERS NATIONAL

JOB SERVICE COMMITTEE, WASHINGTON, DC '

Mr. GouLper-Mr Chairman, my name is Robert F. Goulder. I am
manager of personnel planning of the Great Lakes Steel Division of
the National Steel Corp. in Detroit, ML '

I also serve "as vice ‘chairperson-east of the Employers’ National
Job Service Committee, and I-am testifying in that capacity today.

In the written testimony I have prgpared for distribution to you
and the members and staff of the Senate Finance Committee, I
have briefly described the organization, goals, and objectives Sf our
volunteer organization, the Employers’ National Job Service Com-
mittee. In this verbal testimony, l:_,'will forego this information for
the sake of brevity. i . /

On December 31, 1984, the current legislation authorizing the
Targeted Jobs Tax.Credit Program wi]l expire. The President’s pro-
posed fiscal year 1985 budget acknowledges a support for the con-
tinuation of the TJTC Program, but with a major change and sig-
nificant shortcomings which are of paramount concern to the pri-'

AY

vate sector which I represent and to which I want tf address my )

testimony this afternoon. : , - .

The Eniployers’ National Job Service Committee and the Job
Service Employer Committees nationwide recommend supporting
the reauthorization of the TJTC Program, but with two. modifica-

tions to the President’s proposal or to Senator Heinz’ bill, $. 2185, .
-.extending the TJTC Program for 5 years: . = ‘

taxes; and

Two. Fund the progrant adequately by a formula.

The ENJSC supports Senator Heinz' 5-year extension of the
TJTC Program. e

rather than from our private sector FUTA taxes as specified in the
President’s proposed fiscal year 1985 budget. '

It is our opinion that title IX of the Social Security Act, which
governs the use of FUTA taxes, does not permit the expenditure of

- these resources for the TJTC Program. °

We feel that the taking of FYTA taxes from on?/employer and °
giving them to another private-sector employer is“not only illegal
but is totally and completely unacceptable to the private sector. We
do not feel that our private-sector paid taxes should be used to ben- -
efit other private sector employers.

~
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One. Fund out of general revenues - rather than  from FU’I‘A\_

We recommend that the TJTC Program continue to be funded .~
out of the general revenue as it has been done in previous “years, .

a
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The' rationgle f01 our second recommendatlon 18 that the TJTC
Progfamh has been funded at the same level, $20 million, for the
last 3 years, and this amount does not take into account inflation
and the 1nc1eased private sector support of this pgogram.

We feel the proposed funding levél fails to meet the program 's
needs and the needs of the targeted groups it is designed to serve.
We recommend that an adequate fundmg level be developed, based
on ‘annual performance experiencing, both vouchering and certifi-
cation, in combination with inflation factors.

The Sepate amendments to the Tax Equity and Fiscal Responsi-.
bility Act of 1982 authorized $3Q million annually for the TJTC
Program and extended the program to include-fiscal years 1983,
1984, and 1985, and we support this. The joint conference commit-
tee reduced the funding to $20 million and extended the program
for only 2 years.

The TITC Program is widely acccpted and is continually gaining

" increased support in the private sector, and it should be adequately

funded to meet the private sector demand. The TJITC utilization
has increased 100 percent in the last 9 months, and, based on this

- current level of private sector acceptance, many State employmerit

security agencies will exhaust their ﬁscal year 1984 TJTC funds by
the end of April. 5

We in the private sector 1ecogm?e and support your committee's
dedication to reducing expenditures and our national debt, but we
also ask you to consider increasing the administrative funding for
the Targeted Jobs Tax Credit Program-based on annual acceptance
and inflation.

Our rationale for this recommendation is that the TJT(, Program
is not a welfare maintenance program but. xathel a program #pat
removes persons from welfare and places them in self-suppox ting
jobs which produce increased revénues for the Government in the

- form of taxes, and which return money to the economy.

The hmployels National Job Service Committee also recognizes
the need for a TITC appeal protess. We feel this recommendation
can be handled through changes in the administrative process,

“rather than by legislative changes- Specifically,-this.can be accom-

plished through the inclusion of an appeal process in the new TJTC
regulations.

The Employers’ National Job Service Committee thanks you for
this opportunity to testify before’ your subcommittee and to share
our private-sector concerns withyou. We sincerely hope that you
and your colleagues will give serious consideration to the two
changes to the fiscal year 1985 targeted jobs tax credit reauthoriza-
tion that we have pr oposed m this testlmony

Thank you.

Senator HEiNzZ. Mr. Gouldez thank you very much.

[Mr. Goulder’s statement follows: ]

2
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_——ment and Training Supervis'ora..

1. Maintain & diaisgue with ‘the U.§, Department of Labor and other appropri~ .

. Committee and I am testifying in that capscity today. * .

- AL LT - SRR SR LTSRS ¢ e ey e
T T T T

EMPLOYERS' NATIONAL JOB ‘SERVICE COMMITTEE TJTG TESTIMONY . R
ECONOMIC GROWTH, EMPLOYMENT AND REVENUE SHARING SUB COMMITTEE :
SEMATE COMMITTEE ON FINANCK - :

¥

WASHINGTON, D.C. . . _ . B
+ MARCH 2, 1984
? _ _ o

Mr. Chairman
My name is Robert F, Goulder.

I am: Manager Persounnal Planning )
Great Lakes)Steel Division
National Steel Corporation - '
Detroit, Michigan : -

. S . o '
1 alpo serve aa Vice Chairperson-East of the Employers' National Job Service

.than .22,000 private sector employars who are actively involved as volunteers”
in oyer 1,000 Job Service Employer Commicteas ia all 50 Staces, 3 Territories
and the District of Columbia g{vih; in wxcess of 150,000 hours of volunteer -
time eac month jgpdicated to the effective utilization of our private sector
paid Federal Unemployment Tax, or FUTA Tax as it is better known. - :

The Eaployers' National Job Service' Committee C(ENJSC) is -compriséd of more

These private sector paid FUTA taxes provide 97X "of che cost of funding the
United States Employment Sexvice, or Job Service as ic is. knowm nationwide. ’ AR
Our Employers' National Job -Service Committee and fcgiohnl, statewide "and - o
local Job Service Employer Committees, or the JSKC program as they are refer- o8
red to, consist of Human Resources Directors, Personnel Minagers and Employ-~ e

~
~

President Reagan recqatly idenfified voluntarism as a major reaource that can
'help make our countr&troug'ngnin. He omPldy_nent and training professionals
are dedicated o wmakipg this come true by sobilizing oux nationwide volunteer
organization and the Wealth of knowledge and experience it sacompaases to help
the Job Service impr ica delivery syatem-and service capability to appli-
cants and employers e helping to reduce unezployment.

The paramount objectives of the Employers' National Job Service Commitcee are
to support local, -state and regional Job Service Employer Committees by func-
tioning at the national level to: . *

N ' 4
ate agenciea, organizations and individials about private .sectox concerns
in employment and training. ’ . '
. . . 'l ’

2. Qeordinate 'emplOyer efforts and the exchange of information.
3. Seek solutions and make recommendations concerning ;mpl()yment and training
" related problems in need of national attentig.

- .
\ . . B

-
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On December 31, 1984, the current legisletion euthorixing the Targeted Job Tax
Credit "Program (TJTC) will expira. The Presidant's proposed FY-85 budget

acknowledges a support for tim con_cinulciun of the TJTC program but with a
mejor change and significant shortcoming which ara of paramount concern to the

private sector and to which I want to addrvass my testimony this a®ernoon.

N _ . ‘
The €g\nployers' Nacional Job Service Committee and the Job Service Employer
Committees nationwide recommend lupporting the reauthorization of the TJTC
program but with two wodificationa to the President's proposal or to Senator
Heinz's Bill, $-2185, extending the TJTC program for five years,

1. -Fund out of general revenues rather than from FUTA taxes.

2. Fuud adagquately by ??)r‘ull. *

[} ’ . :
The Eaployers' Wational Job Service Committee aupports Senator Heinr's 5 yeer
extension of the TIJTChprogram, i

We recomnmend thet the TJTC program continue to be funded out of general
revenues as done in previous yemrs rather than from our private sector FUTA
taxes as specified” in the Prasident's proposed FY-85 budget.
~ : R

It is our opinion that Title IX of the Social Security Act, which governs the
use of FUTA taxes does not permit the expenditure of these resources for the
TJTC program: . ) -

. : ¢ :
We feel that the taking of FUTA taxes from one employer and giving theam to
enother private sector employer is not only illegal but is cotally and com-
pletely unacceptable to the private sector. We do not feel chat our tax
revenues should be used to bensfit other private sector employers,
The rationale for our second frecommendation is that the TJITC progrm; haa been
funded at the same level, 20 million dollars, for the last thres years and
this amount does wnot take into account Inflation and the incressed private
asctor support of this program, We feel the proposed funding level fails to
wmeet the program’'s needa and the needa of the targeted groups it is deeigned
to serve, We recommend that adequate funding levels be developed bdsed on
annual performance experiences (both vouchering and certification) in.combina-
tion with inflation factors. i e

The Senate amendments to the Tax Equity and Fiscgl Responsibility Act of 1982
authorized 30 million dollers annually for the TJIC. program and extended the
program to include fiscal years !83, '84 and '85._. The Joint Conference Com—
“.mittee reduced the funding to 20 million dollars and extended the progrem for
only two years, ' ’

E a -

The TJTC program is widely accepted and ia continually gaining increased sup—
port in the private sector and should be adequately funded to meet ‘the privace
sector demand. TJTC utiligzetion hes increased 100X in the last nine months
and based on this current private sector '‘leval of secceptence many State
" Employment Security Agencies will exhaust their FY-84 TJTC funds by the end of
April, g ‘

: ~
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\Ha in the private sector racognize and support your Commitcee’s dedication to

reducing sxpenditures and our national debt, but we also ask you to consider

- increasing the adminiscrative Ffunding Ffor the TJTC program based on annual

acceptance and inflacion. Our'rationale for this recommeadation is that the
TJTC program is saot a° welfare maintenance program but rather' a program that
removes persons from welfare and places them in self—auppbrcing jobs which
produce increased revenues for the Government in the forwm of taxes and retura
maney to che aconomy, A

The Employers' National Job Service Committee also recbgnizes che need for a
TJTC appeal process, We feel this recommandation can be handled through
changes in cthe adwiniatrative process rather than by legislative changes,
Specifically, this can be accomplished through the inclusion of an appeal pro-
cess in the new TITC regulations, .

.

The Employers' National Job Service Committee rhanks you for this opportunity
to testify before your Sub Committee and share our private sector coucerus
wich"you. We sincerely hopk that you and your colleagues will give serious
conslderati(_)n to the two changes to the FY-85 Targeted Job Tax Credit veaptho-
rization that we have proposed in this testimony. Thank you. .

STATEMENT OF PHILIP P. SCHEPEL, PRESIDENT, K&S
ASSOCIATES, INCs; PERTH AMBOY, NJ

Mr. ScuepEL. Thank’ you, ‘Senator, for having me here today to

testify on the Targeted Jobs Tax Credit Program. )
. 1 think everyone here has discussed all the benefits of the pro-
gram. Our firm, ‘which is in Perth Amboy, NJ, represents 200 em-
ployers around that region, including employers in your home
State, Pennsylvania. Our clients, of course, support your legisla-
tion. - . .

The State of New Jersey—I am not an official representative
from that State; however, I have discussed your legislation with the
Commissioner’s’ office /'md the Department of Labor, and they alsq
support your proposal{for the 5-extension.

J, want to give an example of an grea that I think no one has
discussed today. There is a Mr. Ricl? Kincaid who has conducted
studies on TJTC at Brockport State university in New York, and
he has found that 5 to 10 percent of the students at that university

-are eligible for TJTC. At that timé they were also receiving finan-

cial aid. Bast year he placed 2,700 students jobs during the summer

and school year, which has cut the cost of financidl aid for the uni- _

versity. e _ _

Senator Dole discussed that we have a budget defitif™but I think
this is one way to help the University and I am sure that some of
this financial aid is from the Federal Government.

There are two technical amendments that I urge you, Senator, to.

include in your legislation: .
One is a 5-day grace period for certifications or written requests

for certifications. It seems lately that all of the States, ‘including

employers and employee representatives, have been researching
the U.S. Postal Service regulations, because -there are many em-
ployers who hire individuals on the late shift, or let's say an em-
ployee conies to the job, and he or she has a voucher in_his or her
hand. The employer at that time must send the voucher bn or

before the day the individual begins work. Many small employers-

Y

—

)
_ Y . ’
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cannot do this. In fact, New York State denies 300 to 400 vouchers
or certifications a month because of that rule. A 5-ddy grace period

- 1 don’t think will open up retroactivity, but there should be some’

type of relaxation with that.
The. last area is that the administration of the program has sut—
fered. There is more employer participation, but the funds seem to

decrease- The States have had difficulty working with the employ-.

ers, and it has created ill-will in many instances between the em-

‘ployer and the State repesentatives, because the State cannot serv-

ice thé employer properly. e

T would like to concludeé that I support your legislation and hope
it stays at O years.

[Mr. Schepel’s prepared statement follows:)

L
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a As President of K & 8 Associates, Inc., a Man&gement aonsulting
firm that repreésents many private sector employers in, the.
_Targeted Jobs Pax Credit (TJITC) area, I would like té& submit my
testimony regarding Senator Heinz!' proposed legislation ‘5. 2185,

)

I urge the. Senate Finance committee .to support the passage of
Senator Heinz' proposed legislatiOn. “Furthermore, I al:‘furge

the committee to endorse the inclusion of two technicel

.amendments Yo S. 2185, The two amendments that I propose for

o ~addition would be a provision which would allow for a five=day .
. grace period.for the timely) filing of written requests for TJTC

- cewtification and a provision.allowind for:-appropriation of
additional fynds for the effective ndministration of the program.

Y

~ urge "you to endorse Senator’ Heinz' proposed five~yeai extension
£ the TJITC program for the Eolloxing reasons:_

I. The TJTC program offers far—reachinq soc1a1 and economic
. Yedeeming qualities which positively affect jour soeiety in
IS % general, These include the following-

~
*

The Probram... ' e

. -
a

A. offers disadvantaged individuals in our society a bettet
opportunity to.find gainful employment, ' - .
. . _ ,
Do B. reduces -the dependency of many individuals upon various.*_'
B . federal, state #nd local govegpment ‘assistance programs
: for their support, and

I

C. offers corporations tax saving incentives which can
stimulate expansion and further accelerate additional
hiring of TITC eligible employees. - :

} ' IX. . A five-year extension would be much more effectiue ip :
R achieving the goals of the program than would a shorter
extension for the Ebllowing reasons:-- : . .
A. More corporations would participate in the TITC program,
: * if they knew that~it would be in ex!stence for five more
T ¢ ' ,Years. e 2 ' N

LI B. Major corporations which ‘normally requi e extended

. . periods of time to make adjustments in their corporate -

. ' practices would then be able to incorporate e hiring . |
of targeted qroup'hembers iqto their regular hiring

* prattices.
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~C. COrporations would be able ‘to favorably determine that the

' handicapped, Vietnam-era Veterans, disadvantaged youths ‘and
other targeted group members can meet their -job regquirements.
over an extanded period of ‘time and, subsequsntly, wouldﬁ
hire many more Of the same.fvv

A s

I further wurge the Senatée Finange Committee to endorse the
inclusion of two technical amendments onto 8. 2185. The two
amendments that I would like to propoﬁe woul& Provléﬁ forx

'T. A five-day grace period for the timely filinq Qf writren

. réquests: for TITC certificatioh.

IX.” An additional appropriation of funda for the administration
of the TJTC program. : . . .

The reasqns why ® urge you to support these proposed amendments
are as fo\iowsz .

corporations the same day that théy are hired. wWhen a
written request for certificationlor a TITC voucher is
. malled for the new.employeeé at the end of ‘the day it
"very often is not postmarked by the U.S. Postal Serqice
& until the following day. qubsequenxly,_the,request for
' certification or voucher is ruled to have been sent
untimely and go certification can be issued for the
company's hir ng of the new employee.

. ¥
1. In“many instances, new emp}oyees %ﬁg1n working foL

2. u.§. Postal service postmarks are often illegible, .and,
subseguently, invalidate requestq or vouchere that
should be considered valid -

. S
3. Companigs that do not have postage meters cannot receive
' tax credits for their hiring of individuals late in the
+ day or on their second shift since they cannotMorward
TJTC requests or vouchers to the apQropriate agency on a
simely basis.. T . .

4. A relaxation of the present timcly filing requirements
would eliminate many administrative problems that are
curkrently being experienced by State Employment Security
Agencies (SESA), and 'would faqilitate greater utilization
of the program. .

{

5. Additional .funding of the TJTC program would enable the
SESA's to employ more individuals to promote and -
.administrate the program. These additional SESA
employees would subsequently voucher many more targeted
group members, improve the state's.economic climate and
establish a better working relationship with the private-
sector. !

s
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Senﬂtor Heinz, Just one question, Mr. Schepel. -
-. SCHEPEL. Sure.

Senatox Heinz. On your 5-day grace period, it would seem to me
‘that that would set us back into the kind of negus, vulnerable to
the kind of criticism that was lev eied at the pre-1981 program.
How can we avoid ;hnt’ We are sensitive to the’ problém of the

Postal Service. :
® Mr. SCHEPEI gé myself have res;zmched the U.S. Postal Regula-
tions, and we hive found instances where a postmark, is illegible,
"and the employer cannot receive the tax credit because_the Postal
Service has failed to postmark the envelope. '

I don’t think we will have a problem with retroactivity; this
helps the smaller employers. They dbn’t have the staff to ‘end
* these letters or the voucher the day the individual begins work.
They might have other work-related problems, and they might
send it the next day. | am not looking for retroactivity; I am just
hoping for some kind of reasonable solution to ﬂlis problem. .

Senator Heinz. Thank you. .

Mr. Giery.

STATEMENT OF WILLIAM G. GIERY, EXECUTIVE SECRETARY OF
THE FOODSERVICE AND LODGING INSTITUTE

Mr: Gieiy. My name is William Giery. I am executive seeretary
of the Foodservice and Lodging Institute, a trade industry group of
44 of the Nation!s major multi-unit and multi-State hotel and res-
taurant companies. Collectively these 44 companies own, operate,
or have {ranchise agreements with more than 55,000 individual res-
taurant establishments, and empl8y in excess of 3 jnillion people.
We welcome the opportunity be here this afternoon to testify in
support of S. 2185, which would extend the targeted jobs tax credit.

The dégxee to which the institute supports the entire targeted
jobs tax credit can best be illustrated by the fact that our board of
directors has made passage of S. 2185 its No. 1'legistative priority,
and by the fact that there a number of the institute members hele
today who gave separdte testimony on how well the program ‘is
working in their own respective companies.

While we have the opportunity and the attention of the chan-
man, we wish to answer some of‘the critics of the program who are
quick to say that eted jobs tax credit is a mere windfall. The
Targeted jobs tax credit does indeed affect oyr members’ hiring de-
cisions. Qur members go_to considerable time, expense, and éffort
to scek out eligible individuals from all seven categories. §fany
have hired in-house TJTC coordinators who travel about the coun-
try discussing with district, regional, and unit managers ways to
_increase TJTC utilization.

In managment training programs of our membexs there are ori-
-entation sections on TJTC. Training materials are de31gned to re-
cruit TJTC eligibles. Several companies motivate store managers to
hire' TJTC eligibles by providing cash bonuses for each ellglble _
hired.

With strong, dedicated commitment from senior management of-
ficials, including in many instances presidents and chief executive
officers of corporations, corporate tr}aining prograth for manage-

,
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ment personnel have been set up to include extensive discussion on .
TJTC. In several companies, members’ companies have changed~
corporate hiring practices, < ]

One company, which hired only” persons over 18 years of age,
changed their policy to include 16 and 17-year-olds and then cre-
ated new jobs within their establishment for those young men and
women. -

On December 31, 1982, this company, which operated 640 restau-
rants in approximately 17 States, had hired only 120 TJTC eligi-
bles. One year later, that number grew to 1,625 in 651 restaurants.
Of those 1,625 eligibles hired,, 230 were 16- and 17-year-olds. ]

As an industry, we have tried to fill the void created by the indif-
ference of some Federal agencies mandated by Congress to adminis-
ter the program, by instructing our members as well as/nhon-
members regarding methods to seek out eligible individuals. We
have urged continuously over the past several years, as has the

‘chairman of this’subcommittee, for the Internal Revenue Service to
finalize their proposed rules regarding application of TJTC. They
_are still not final. '

Our members have spoken before industry and community
groups, sharing with all of them our employment strategies with
respect to TJTC. In furthering the program as a whole, our mem-
bers have also been able to ‘establish a closer rapport with commu- -
nity groups in areas where they have operations. '

Several companies have developed cooperative agreements with
‘community self-help groups and community organizations which
work to develop job opportunities for the disadvantaged.

For the reeqrd, I have attached a statement of several of the or-
ganizations thit‘we do business with. ‘

Senator Heinz. Without objection, it will be made a part of the

v vécord. i )
- Mr. Giery. In closing, I would just like to make a cpmment about
the AFL—C]§O and the detractors of TJTC in general: It is a quote
from Heywhod Broun, written in 1935. He said, “I have known
-people to stop and buy an apple on the cornler, and then walk away
. as if they have solved the whole unemployment problem.”
’ " Thank yeu. '
Senator“HeiNz. Mr. Giery, thank you. . .
[Mr.-Giery's prepared statement, with attachment, follow:]

.
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TESTIMONY .
< - - OF THE N
FOOD?ERVlCE AND LODGING INSTfrUTE

- Good afternoon, Mr. Chairman and members of theé" Subcommittee
on Economic Growth, Employment and Rovenue'éharing, Vie gélcome_thé
opportunity to be here this afternoon to testify in épthusiastic

\\)’ﬁgpporg of Bill §.2185, which would extend thé Targeted Johs Tax

e eraen s Credit for five additional yegrs through 1989, The degree to which
the Institute gupports the entire Targeted Jobs Tax Credit can hest

L.

passage of Bill §.2185 as 1ta number one legislative priorigy and

be illustratad by the fact that our Board ‘of Directors has

" by the fact that there are a number of the Institute's members here

today t6 give separate testlmony on how well the program is workiég_

1n their respective companies. We will 'not attempt to duplicate
their testimonies but, rather, will complement thgir presentations

‘.. and present the views of our membexs in general.

w

.My name 1is william G» Gilery and I am Executiv§ éecrétary of

the Foodservice and Lodging Institutn, a trade industry group of 44

of the nation's major multi-unit and multi-state hotel and restaun- -

rant companies. Collectively, these A4 companigs own, operatg or
han francﬁise agreem;nts with . more thaQ_SS thousand individual
‘est§b1iéhments and employ in excess of three ’ﬁillion pefSonss
Every merber of the Institute utilizges Targeted Jobs Tax Credit and
for many, TJIC is given' the highest priority in their hiring
‘criteria. Like the. Instiﬁuﬁb) the 44._members enthusiastically
support passage of this législatiOn.: we firmly believe ﬁhnt TJITC

has been one of the most effective Fedcral Government programs to

attack anéd combat structural pnemployment. Since its inceptioh in

™




, \ ) . - b
1979, utilization has gotten better and better as more businesses P

have. become aware of its existence. This is evidenced by the fact
. | 7
that for fiscal 1983, alwost 1.3 million people yere vouchered and

431,000 were certified; both figurgglwere double the FY1982 levels.

A While we were plgased .to learw that the Administration supports a
further extension'of the prqiﬁam we fael'that a-oné yeaxr extension,

as recommended in the Budget, is not enough, It is incumbent upon

Congress to send a message to bﬁqiness and industry, as well as to
those unemployed individuals who caﬁ.bénefitwfme the prégram, that
: fJTC will not be abandoned. A five-year extension,las provided for
) "i; this bill, w#uld ba that méssage. ‘

The Instltute has ea:ed before Congresslonal Committeas onn
S this issue a number of‘timeé on both sides of the Capitol and has

supportcd TJTq ever since its 1nception in the 1978 Revenue Act.

Despite the contlnued indlfference ©f the Federal agencies which

™

axe supposed to - administer the program, despite the red-tape

ercctedsin our efforts to obtain certification for eligibXe indivi-

duals, and despite the empty c¢laims by detrac&Prs that the program

1S a mere wlndfall to employers, we st{/l believe that the program
is working ahd working well and deserves_ to be extended. If‘lt 1s~ i -;Wﬁ
acod Tor eligible employeecs, if it is gogd for*employers, and if it ) 4.v
is good for the fedegﬂl govgrnment, then nébodyrsuffers- We 1ntend . ..{u
. to prove tﬂat rare s gced for all cencerned.’ Wé also intend to .
show tha£ JTC creates jobs; that it is not a windfall to employ-
ers, and }that Targeted Jebs  Tax Cred{? has been: successful in
achieving‘the goel -Congress set for it. That goél_was to assist
t ’ ’ <

L the structurally unemployed to £ind employmdnt in the private

- sectcr. That is what TJITC haé'dcne.

i

¥ N e
. . N




“The Committee believos it is ap ropriate to fon,\is_
employment ingentives on those individuals who havs high
unemp loypmert rates ard  on  other groups Wwith special

employment needs.’

House Report 95-1445 |

Background

. +

The Targeted Johs Tax Credlt wasg ‘enacted as' part of the

N

Revenue’ Act of 1978, - Bofore its scheduled expiration on December ,
31, 1981, Congress revised TJTC zmd axtended it.for an ‘additional

year, As part of the Economic Recovery I\ct "i‘hen, as bart of the
Tax Equity and riscal Respons‘ibility Act of 1983, TJTC [ms again

extended for two additional yez\,rs.,. In qach of these e actmem:s,

) 4
s

Congress zlso cleared up a number of controversial provisions which
could have jeopardized continuation. We believe firmly that this

fine tuning by Congress in the last three tax laws has mada the‘

N -

program a better one. We believe firmly- that, while ragponding to

the concerns of members of Conaress, these modifioations have;*not

only improved the ‘ovérall functioning of the program but haVe also |

I8

elimirated Lhe stigma of the label "é‘indfall"- No longer .is there

retroactive certification- no lbnger ban thex,‘e be certific\a'tion of

,-eligi‘ble individuals aftexr they've already been on the employer s
‘payroll, and no longer can there be certificat,ion of persone'who

are not in need of an employmem: incentive. in the private sector.

In addition to urging a,doption of a five year extension, we
urge the Congress to continue to fine tune the overall program, to
» continue to make modifications and to?:ontinue to respond to .the

‘concerns of criticg and detractoxs. N

. ’
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THE TARGETED JOBS TAX CREDIT
OFFERS A WAY OUT OF POVERTY FOR
THE S'TRUCTURALLY UNEMPLOYED
The Targeted .Jobs Tax Credit offers a road out of poverty and
joblessness fpr perscons who are economically disadvantaged and who
lack the basic skills or experience to compete effectively on the
job market. 1t removes a veil of discrimination by providing in-

centives to employers to take a chance they might not normally take

"in their hiring practices. 1t enhances jobs and - career prospects

for low income people and provides an incentive for employers to
act according to self-interest while accomplishing Federal policy
objectives.

Dennis 1is ghirty—seven‘yeérs old and is slightly retard-
ed, He was hired by Saga Corporation's Education’ rood
Service Division at South Dakotd State University in
August of 1982 as a TJTC eligible, He had previogusly
worked as a janitor-in the CETA program and was hired by
Saga as a janitor in the school's student union.  He is
now working as a storeroom supervisor and has gained
selt-confidence and has become a valuable employee. In
moving up in position, he has also received regular
salary increases. it is sad to say, but he had never
ever received 2 pay raise before.

As part ot our argument that TJTC offers-a way out of poverty
for the economically disadvantaged and the Structurally unemployed
we feel that, at this time, we must angwer the critics who say that

the turnover rate of TJTC eligibles/ is high and that the jobs

eligibles fill are are dead end jobs with no future. °

In the food service industry, the turnover rate among TJ1C
eligibles is no higher than our turnover rate for non-TJTC eligi-
bles. That is not to say it is not high. We 1live with a high

turnover rate; its a low wage industry and it is hard work but at

least this industry offers non-skilled individuals a foothold; =&
] -

-
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place to start. We provide qnt{y—rﬁvel jobs. Ag with most busi-
nesses providing entry level jobs, we anticipate a high tupnover
rate but no one ‘can say that those johs are dead-end jobs. because

\\’ one canrot begin tho c¢limb up the economic ladder unless one is

willing to take the first step. . ,
Dieusung Tran was one of the Vietnamese boat pcople, -
driven from his homeland, along with hundreds of thou- .
sands of Southeast psian refugees following the communist i
takeover of Vietnam, Laos and Cambodia. Like- many
others, although well educated, his job opportunities
were hampered, first because of language difficulties and
also because of the cconomic climate in the United States

- at that time. Iir. Sung, a TJTC eligible, was hired by
Saga Corporation to work at its food service facility at ¢ -
Seattle Pacific University in Scattle, Washington as a )
dish rcem person. vhile on the job, Mr. Sung also trans-
lated the company's safety information, emergency plans :
and safety incentives intb Vietnarese for other workers.

Mr. Sung no longer is employed by Saga Corporation. At
present, he is a Teaching Assistant in Electronics at the
college level. !

To those detractors, we can only repeat what respected critic,

o

tthe late Heywood Broun wrote in 1935:

—

1 -have known people to stop end buy an apple on the
carper and then walk away as if they had solved the whole -
unemployment problem.

with 1WTC, we -- the employers and the Federal. Government --

‘are acing something mOLJE Can our detractors say the seame?

Targeted Jobs Tax Credit also provides empleyers with an
opportunity to work a little longer training people whe are phys- .

ically or mentally impaired.

L)

Steven Hielman is a recent hire of Straw Hal Pizza 4
Corporaticen through the sunmer Targeted Jobs Tax Credit h

program. Steven has dyslexis which impairs his ability, )
to read and, therefore, Jjeopardized his chances, of :

. getting a job. Because of the availability of the credit

) e was giver the opportunity learn his job at a much

slower pace allowing him to memorize the materials

;
. {
i
£
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required for his job. Such an opportunity could not have
been afforded Steven had there been no TITC.
- - ?

. If they want to-stay on the job, _there's a place for them.
4
. - ~

Rudolfo Padilla is a Targeted Jobs Tax Credit "graduate."

The 27 year old has been employed by the Saga Corporation

' gince July 28, 1980 working in a food service occupation

" at the Industrial Indemnity Corporation's home office in

-San Francisco. Rudy was referred to Saga by -the Goodwill

Industries after completing their food service training

. program and gaining the negessary skills to -become a

<& ‘full-time employee. Prior £o his participation in the

Goodwill program, he . ha participated in two other
training programs sponsordd by the California Department . -

of Rehabilitation but bgth failed to provide subsequent

emplofment. Prior to/ being employed at Industrial
Indemnity, 'Rudy had bden unemployed for more than two
years. , - :

-

There are mapy "TJTC graduates” who have gained enough part-

€

N h s s
time work experience while students in cdooperative education pro-
grams to become productive full time employees,

The University of Wwisconsin - Oshkosh participates in a

Cooperative Education and Work Experience Progxam through

three high schools in Oshkush. Marie Miiler was employed

as a student in the co-op program from September 1979

until June 1980.- When she graduated from high school,

she filled out a regular application and as soon as an B

opening occurred in April 1981, 'she was hired full time.

During this interim she continued as a part time employee

dividing her time Dbetween work and taking additional
- courses at Fox Valley Technical School. Marie worked as

a line.server for two years and has just signed for a

cook's job.  She has progresscd rapidly in training as a

cook, acgording to her supervisors, because of her previ-

cus traindng ag a cook's aide while still a TITC eligi-

blol ’

[
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1
Y ) FXPLODING SOME MYTHS ABOUT
TARGETED JOBS TAX CREDIT
UTILIZATION BY BUSINESS

N

_While we have the opportunity and the attention of the members

"
of this-.distinguished Committee, we wish to -dhswer some of the

critics of this program whb are quick to say’ that Targeted Jobs Bax

Credit is a mere "windfall” to employBrs; that employers are

-

obtaining tax c¢redits for hiring persens would have hired had

the credit not existed.

The Targeted Jobs Tax C(Credit does indebdbd af{g}t our members'
hiring decisions. Our membars go to considcrablé—iime, expense and
effort to scek out eligible individuals [fom all seven ca§egories.
Many have hired in-house IJTC coordinators who travel about the
country discussing with district, regional ang unit ﬁanuqers ways
to increase TJIJTC utilization. In management training programs of
ouy members, there are orientation sections on TJ&C. Training
materials are designed to recruit TJTC eligibles. Several com-
paﬁies motivaLg storc managers to hire TJ3TC eligibles by broviding

cash bonuses for each eligible hired.

.
With stropy, dedicated commitments from scenior mahagement

officiels, 1ncluding, in some instances, presidents and chief
crocutive officers, corporate training programs for management
personnel have been sct up to include extensive discussion on TJTC,
m oseveral instances, member companies have changed corporate hir-
;nq pelicies ~- one compuny which hired only persons over 18 years
ol age chanaed that peolicy to include 16 and 17 year oldé and then

-

createce new 1obs within their esteblishments for 16 and 17 year

olds. toe Till. On Decemhew 1Y, 1982, this company which operated

- N

IQJ!:‘ ; ¥ ! | *
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v . '
640 reatadrants in approximately 17 states had hired only 120 TJTC
eligiblqs. One year later, that humber grewz to 1,625 in 551
restauranta. Of those 1,625 eligibles hired, 230 were 16 and 17

year olds. s ' ~
b : S~

_As an’qiglstxy, we have tried to fill the vold created by the
indifference of Federal agencies mandated by Congress to administer
the program by instructing our member;, as ’Bell as non-memboxs
regarding methods to~5eek out eligible individuals. wWe have urged
continuously over -the past several years, as has the Chalrman of
this Subc6mmittee/ for the 1Internal Revenue Service to finalize
their proposed rules regarding applicationYof TITC. They are sf#ill
not final. Our members have spoken-bef0fe ndustry -and community

groups sharing with all of them our employment strategies with .

respect, tqrTJITC. e v & )
, va ) S
[ In furthering the TJTC program as a whole, our membars have

]
i -

.&;55 been able to develop a closer rapport with community groups in

ateas where they have operations$. Several cowpanies have developed

cooperative agreements with community self-help groups and communi-
\

'ty orgamizations which work to develop job opportunities for
-

disadvantagad individuals.

For the record, I have attached to this stateﬁﬁnt a list of

several of  the /érganizat{?ns with whom our members have Héen

working. Thds list is, by no means, complete, rather 1t represonts

a cress-section of representative-type groups.
L]



[E

O

231

- N

Qur members and the Institute put a great deal of work into

making TITC work and we urge that this legislation be favorably

consderad. . .

Another myth that has been alldwed to . fester is that the

Targeted Jobs Tax Credit is a drain on the Treasury. If this ﬁs
= .
s0, then TJTC is8 as much a drain on the Treasury as accaelerated
. [ :
depreciation, investment tax credits, enerqgy tagx credits, etc. The

difference between those credits and Tarqeted JoMs Tax Credit' is
that the lattor is an investment in human capital. It is to labor

intensive 1industries exactly what investment tax credit is to
>

capital intcnsgive industries. 1f Y buy a machine that putsg people
' 4

out of work, the Federal Government will a}llow me to write off that

-

machine in five years to I can buy more machines to put more people

out of work.

(%3

Lets turn to what Tar&ctcd Jobs Tax Credit means in terms of

gevernment expgngitures. When Targeted Jobs Tax (redit was last
extended for two vears by the Tax FEquity and Fiscal Resﬁon51bility
Act,thn Treasury cstimated that it would cost thé Government $182
million in' 1983 and a total of $1,649 billion over five vyears

. . @ .
through 1987. Wwhat. this does not take into accoufit is revenue gain
X _ ;

i
through receipt of Federal income taxaes from the TJITC eligible
hired, the payment of FICA taxes, FUTA taxes, the elimination of

state and locel assistance payments, etc. ?

S

Take an «out-of-work individual, married with one c¢hild and
give ham a job through the TJTC making $15,000 a year. At the end
ol one yeear, the company for whom he went to wark is able to claim

a tax credit ot $3,000. Since the deduction of wages is reduccd by

.

RIC , . . '
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that amount, the credit in the employer's taxes for hiring this

individual 1z about $900 ({(for an employer'jn a 70% tax bracket}.
. o .

-
—

. Befora the hiring, all money transactions with that person by

overnmant were outlays -—-- unemployment insurance, AFDC payments,
g9 Y P LOY pay

state and local welfare paywents.

. > a ‘
After the hiring, the trgnsactions are, for the most part,

reversed, the Federal Government receives $1,242 in astimated

federal incoye tax withholding, a total of $2,010 1in combined

S
employer—-employee Social Security Tax and $245 in: Federal unemploy-—

ment tax.

There are  revenue gains and those gains make the entire

program cbst affective, probably the ‘most cost-effective program
&

within the fedcral government for creating employment. Dollar for

dollar, it is the best vehicle available for reducing unemployment

and the most effective manner Lo utilize tax expenditures for the
- 4 o

creation of jobs because it stimulates employment without accel—

a

erating inflation. ' .

We sincerely hope that this Committec and. the Congress *will
. s . : 3 ;
externd the entire program for {ive additional years. The five-year
extension is absolutely essential it Taygeted Jobs Tex Credit *is to

accomplish what it 1s intended to do. As we have seen in the past,

sthere was a substantial reduction in utilization during the f{inal

year of -the program eaEh time it was due to expire. Businesses
that want to become involved ¥ith the program on a fuil scale basis
Aare  apprehensive abcut spending the btime, money and resources
necessary when they believe the program will expire, A five year
cxtension will send those businesses a messago that Congre‘p will

not' let the program die.

We would be happy to answer any question you may have.

MRS p—
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COMMUNITY SELF-HELP GROUPS WITH WHOM FLI MEMBERS
HAVE WORKED TO DEVELOP JOB OPPORTUNITIES FOR
DISADVANTAGED 1NDIVIDUALS “

Goodwill Industries, San Francisco, CA ~ .
YMCA Refugee Job Service, San Francisco, CA .
Chinatown Resource Development Center, San Francisco, CA
Center for Southeast Asian Refugee Settlement, San Francisco, CA
Mayor's Committee for the Employment of the Handicapped, San
o Francisco, CA -
v Mount Diablo Rehabilitation Services, Pleasant Hills, CA
Greater Washington Board of Trade, Washington, D.C.
AFL~CTO Appalachian Council, Charleston, W.Va.
Alcohol Rehabilitation Center, State of Maryland
Project Breakthrough {Parole/Probation), State of Maryland
New England Assoc1atio? of Business, Industry and Rehabilitation,
wWoodbridge, CT
Ability Center of DATAHR, Inc., Danbury, CT
The Constructive Workshops, New Britain, CT
Easter Seal Community Job Shop, Waterbury, CT
Easter. Seal Goodwill Industry, New Haven, . €T
Faster Seal Rehabilitation Center in Nq;ﬁlch, Stanford,
Bridgeport, and Hartford, CT .
Divisions of Vocatlonal Rehabllltatlon in Hartford, Waterbury and
Bridgeport, CT
WIN Programs in Bridgeport, Bristol, Hartford, Meriden and
Manchester, CT
Parents and Friends of Retarded Citizens, Bridgeport, CT
Respond Inc., New Haven, CT R
Urban League of Greater New paven, New Haven, CT
Aces Academy, Hamden, CT . -
Associration of Retarded Citizens, Hartford, CT
Minority Employment Program, Springfield, MA
springfiefd Urban League, Springfield, MA | )
New England Farm Workers Council, Springfield, ®A
dNew England Farm Workers Council, Holyoke, MA
Welfare Servica Office, wWestfield, MA ) .
wWelfare Service Office, Greenfield, MA )
Emﬁloyment Training Program, Holyoke, MA
welfare Service Office, Springfield, MA . ) T
Welfare Service Office, Pittsfijeld, MA '
Private Sector Summer Jobs Program, Springfield, MA .
Incentive Community Enterprises Inc., Northhampton, MA :
Career Devclopment Services, West Springfield, MA . N
Prospect House, Worcester, MA -
Opportunitigs Industrialization Center, Boston, MA
Jobs for Youth - Boston, Inc. Boston, BMA
Cornerstone House, Boston, MA :
Urban League of Eastern Mass., Boston MA .
Job Matching Center, wWaltham, MA o
Associlation for Retarded Citizens, Waltham, MA

2000
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(4
Center for Occupational Awareness, Chelmsford, MA
Exgt Middlesex Industries, Stoneham, MA
Project Triangle, Inc., Malden, MA
Unitas, Inc., Lowell, MA
N.A.A.C.P., Hyannis, MA
Cape Cod Tech, Harwich, MA .
Jobs for Bay State Graduates, Taunton, MA
Pride Workshop, Cambridge, MA.
New Bedford Consortium, New Bedford, MA .
National Research & Demonstration Institute, Waltham, MA
Alcohol Rehabilitatior Center, Jackson, MS
vocatiopal Rehabilitation Center, Norfolk, VA
"Ohio Rehabilitation Services Commission, Dayton, CH
Work Release Program, Calumbia, sC .
Work Release Program, Florence, 5C X
Goodwill Industries of North Florida, Jacksonville, FL -
Roosevelt warm Springs Institute for Rehabilitation, warm
Springs, GA” .
Learning Skills, Houston, TX
The Rehabilitation Institute, St. James, NY A .
New York State Commission for the Blind and Visually Handicapped,
Hlempstead, NY ¥
Nassau County Probation Dept., Mineola, NY
Suffolk Assn. for Children with'Learninq_Disabil:ties, Dix Hills,
NY
The Friendship House, Hackensack, NJ
Community Mental Health "Operations, Palerson, NJ
Urban League of Westchester County, White plains, NY
Urban Leagues of Englewood, Mooxestown, and Newark, NJ
Farm Worker Opportunity, ‘Allentown, PAs

CoT00C0000CCRCO000

[o 3]

(9]

Senator HeiNz. 1 feel 1 have asked every question that I could
think up. Are there any answers you would like to provide for any
questions I haven’t asked? . '

Mr. GouLper, I would like to follow-up on a question you asked
earher. , ' , :

. I think the TJTC Program does introduce people to the work
ethic that would not otherwise have gotten Jobs. I think this is very
important. I think this is more important than getting them into a
higher priced job. Once they are-introduced to this work ethic, |
think they are well on the way toward useful, gainful employment
and higher paying jobs. This bill, does do that. '

Senator Heinz. Thank you. '

Any other comments?

[No response.] .

’ Senator Heinz. If not, I want to thank you all for being patient

here. One of the hardest things to go is to be last. And I thank you
for your excellent contributions.: °

.,

¢

Ay

. The hearing is adjourned. _
[The prepared statement of Dr. Lee Bbwes Freemont-Smith fol-
lows:] . ’ ‘ .
( »
' /
r‘ - -
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TESTIMONY TO SENATE FINANCE COMMITTEE

Dr. Les Bowes Fremont-Smith

A AN

3/1/84

My name is Lee Fremont-Smith. I am here in support of
Senate Bill 218%. I am President of Transitional Employment
Enterprises, Inc. (TEL), a non-profit aqincy undet contract with
12% private firrms in Massachusetts and New lampshire. Over the
past 10 years, private companies have hired from us 3,000 workers
who were on welfara, handicapped, labeled mentally retarded, and
over fifty-five years of age. The private corporatibns have
paid for 40% of the program —-- mong¢y that otherwise would have
been taxpayers’ dollars: We have used the Tagqeted Jobs Tax
Credit (TJITC) successfully and in a useful, instructive way.

buring the past two years, [ conducted a study which is now part

of a forthcoming book entitled, No One NEed Apply. This study

explorcé how and why government-sponsored employment programs’
A
work and what can be dona to those that don't woﬁf. TITC was.a

-crtticaljpaxt of this study.
i -~ ,

I am going to convey four points to you. First, I will tell
you scme facts about TJITC from my hands-on expericnce with private
compahles and give you data from my study. Sedond, I will give
you an analysis of why TJTC hasn't worked. Third, I will tell
you how it can work. Fourth, you will be told why it is important
to support Sennlc Bill 2185. 1 will tell you when I begin and end

3 .
cach point seo that you will know where 1 am in the discussiom.

as
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I am now beginning point number one: Facts about TJTC.

g e

We used TJITC as part of a comprehensive package which is marReted

@
to private companies. I am holding up this bright brochure
which we use to sell the program. As you can see, one of the
questions we ask employers {a: "Do you make use of tax credits?"
This brochure was designed and is marketed as a private corporation
sells a new product to customers. Let me explain how it works,
with a gpecific example at Digital Equipment Corporation (DEC).
bEC,Ilocuted in Maynard, Massachﬁsatts, had a need to hire skilied

whid processing secretaries and wgnLed‘}o increase minority hiring.
They also had 100 jobs open. TEE hegotiated to train women on
\
wel fare to type SS words—per—ﬁinute if DEC provided word processing
training in ﬂheir training department. Anyoue completing the
training would start on TEE's payroll working in ;ogular jobs at
the DEC plant. TEE prov.aes transportation f[rom-the inner-city
of Boston, back-up support services ani an on—site representative
to facilitate the transition into full-tima work.
‘

While the women are working at DEC, TEE receives $7.50 an hour

from DEC and, in turn, pays the worker. For cach wofﬂér DEC
0

hires, TEE procegses the TJTC paperwork for the company, through
the Division of Employmant Security (DES). 1In addition, TEE has
bequn to fgcilitagy the TJITC system for other workers DEC hires.
e

oy
<
.

} ’
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Now, to the gstudy's findings. If a stratified random
. hpechah NP i AL 1L 54 - \

sample of employers around Boston, it was found that only 24% of
the firms had ever used TJTC apd of these half used outside firms,f’
to process TJTC. Of those not participating, 39% thought the rules

and paperwork ware too complicated. The romaining 36% were
TN *
unaware of the program or thought they didn't have a situation
.

that warranted using it since their tax bracket was so low.

N

These findings ave 1in keeping with studies conducted by
Lhﬁ-Conqréssiunal Budget Office and Brandeis University which

found, in gengral, employvers were unwilling to participate in the

program.

{ have now finished point one in which 1 gave you facts about

TITC ani will o on to point two: Why the Program Hasn't Worked.
¢ 1 guote from a company interviecw.

a
It's difficult,to get ‘a person to declarve himself

handicapped, disadvantaged orn unemployed at the time o

of application. Then there is difficulty sending them
- 6ver Ly DES to be certified. What if they don't work out?
Then you could be liable becausce they think 1t is becauaé !
of their problems. We don't have the services to help them.

~
.

¥ This quote i1llustrates omployer problems. They are afraid of
asking seasilive quésLions which may be used és a way to veject
the worket befurn oy duting a hire. Aiso Lhey don't want to be
dairectly 1nvolved with the government. DES, which is responsible

ter processing TITC, i1s a regulatory 2rm of government around

Q v .
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enpldyee issues. In ﬁy study, T found the culture of distrust
of bgsiness toward government to he so great that many employers,
despite cost savings,wéuld rather ndt deal with the government.
Finally, without a back-up éroqram of suppo?t and training,
employers are afraid of hiring and firing people who need

transitional training and support to be successful.

Pl

R §
Other employers were shocked to hear of the program. A

- s a

surprising number (36%) were not aware of TJTC. Some feel this is

because the Employment Service, which is responsible for processing

. -

the forms, has not developed a relationship with businesses or has

had a negative experience with that business in the past.

-4
Finally, TJTC assumes hiring decisions are made by employers

on objective criteria, such as skill level, or cost of training

- » . - R
or employment cost. In my study, I found that even in entry-level ,

positions employers make hiring decisions based on networks.
Y

It is who you know, not what you know. Interviews and tests are
. .
inadequate to determine how a person will do on the job. And in

AR ‘

r the growing service sector, it is sdcial skills, not technical

r

skills, that matter. Referrals from friends or other workers
Ve - .

are safe bets for having thoge social skills. From a company's.

perspective, this "hiring by wiring" is rational -- it works.

From the person TJTC is designed to target, cost-savings to an N3

employer is not enough to overcome the formidable barriers.

O
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Thia is the end of my second pginE on why the program hasn't

worked well. I will now present point three: How the Program
T . J R -

Can Work- Effectively. .

Y

\

There are a few lessons which can be learned from business
about how to introduce a,new product into thé marketélace which
are helpful in implementing TJTC. These tqchniques theqgretically !
are contained in the concepts of innovation, adoption and diffusion.
TITC is a qoyernmegt innovation’designéd to stimulate démand.on
-the part of business for workérg ;hey otherwise would not hire.
By getting these people jobs, tHe government should 1ower the cost
of dependency payments and, therefore, save money. By .lowering
labor césts, Businesa shouih be stlmulated, hopefully, to hire
more workers. To get TJTC adopted by companies, the government
needs to understand that innovation and change is ant%ﬁhetical to
organizations' normal_behavfbr. People and organiz#{lons do not
like.to chanqi. Gobernmeyt can not assume a bread upon water
approach of th}owing a program out there without a campaign to get i
it adopted. This can include cost effectiveness data, pay-back
informatioa, and tihe—efficiency data for business. Documentation
of case sutdies in well-known companies is effective. Diffusion of
the';nnovation can be, facilitated throuqh'communication,\and the.
use ¢? well—knowv opinion leaders who have,padé the program work
for them. Also a reward system which recoghizes certain businesses

or individuals for their outstanding wor&mrould help market the

program to new businesses. .

o -, R
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An#ther aspect of making the program work effectively is
using outside agencies, intermediariés, wﬁiéh are not viewed as
gé;ernment but are or appear to be busine§ses marketing the
program to other businesses. This is the;case with my organization,
TEE, which is seen by the companies b%.work with as a business.
Finally, packaging TJTC as part of a comprehensive set of.services
for the workers and business will allow ‘the work;rs to overcoﬁe
the formidable barriers that exist to getting a jbb.~ The program
becomes their net&ork =~ and trains and supports them in éheir
first months of work, giving them a better chance of success and
business- a better vied‘oﬁ TITC's benefits.

& N . ‘
Point three, how to make it work, is concluded. I am now

on the final point (four) : Why I Suppoxt the Extensjon of TJTC.

A

It constantly éurprises me how quick%y we become complacent
about employment levels when the level is goiﬁg den. Unemployment
at 8% has been enough to get politicians thrown out of office
when it.is rising. Right now, however, conipared to the 10.8%

a little over a year .ago, we féel that we are in great shape.
We are not. There are still millions of people.%hq want and need

jobs, especially the severely disadvantaged people TJTC is designed

to help.

-1,
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’ TJITC is a program that can 'lge effective. "I know, that
‘ -

Secretary Donovan has proposed to market TJTC. This is already

beginning to be efféctive. This should be the first step in

o

tying TIJTC into a comprehensive'program of training, placement

and support.

Part of the reason business has a negative giew of government

2

is that government poliocies come dnd go. It is difficult to re-

arrange a buslness to work with a new program when you know

tomorrow it may be gone. TJTC is beginning to be adopted by

business. It would be a setback to throw out this program and

reinforce the distrust busineds feels toward government.

Finally, I believe that without TJTC there are women on'

welfare, people who are handicapped, and others who will not get

o

jobs. There are no other direct employment incentives available.

Without TJITC, the cduntry will lose a muodh needed public-private

partnership.

. [Whereupon, at 5:01 p.m., the hearing was concluded.) .
[By direction of the chairman the following communications were

made a part of the hearing record:)
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The Amerlcan Hotel & Motel Association is a federation of

. hotel and motql associations located in the fifty states, the

"District of lumbia, Puerto Rico and the Virgin Islands,
having a memb&rship in excess of 8,500 hotels and motels
accounting for Ybyér one million rentable rooms. Inclusive in
our membership are all of the major hotel and mqtel chains.

The hogtel/motel industry considers the targeted jobs tax .
credit an fective stimulus in the hiring of the people in the
various targeted groups. The credit encourages our industry to
hire more peqple, and specifically to hire those who often have
difficulty entering into a career. The tax credit benefitsg our
companies, benefits the country, and helps the peopVe who are
hired. . : .

-

‘It fg‘importaht that the credit be extended for five years .
So that our companies can plan and predict their hiring prac-
tices. This tax credit is the perfect catalyst to get private !
induztry involved in helping unemployed youths and others to -
become part of the job market.

Cbnsequently, we support, S. 2185, Senator*Heinz's bill to
extend the credit through 199¢. v

To put the tax credit into some perspective, the following
are some excerpts on employment in the lodging industry as
discussed in a study on the loftging industry conducted by the
national accounting firm of Laventhol & Horwath and completed
in July, 1982. . : B

The average annual rate of increase in employment-in the
lodging industry.from 1977 to 1981 was 4.2 percent, according
to the yY.S. Burecau of Labor Statistics. The same' source
estimates the average number of employees in the lodging
industry during 1981 was 1,075,700, The number of production
Or non-supervisory positions was 984,900 or almost 92 percent
of all workers. The following breakdown, by job category,
emphasizes the high percentage of semi-skilled and unskilled
workers in this industry.

ERIC ~ - B
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1981 Estimated Lodging Induatry Employment by Job Category

Number of

[}
Percent of

Job_Category Employees . Total
Profeésionqls and managers . 86,000 ' qf%
sales and clericals | 172,100 | .16 ,
Production and maintenanca ) 75,300 K 77
Servicq; ’ :
Hot‘xsekee.ping ‘o 301, 200 28 .
Food and beverage, 387,300 36
Other - 53800, _.5
Total'” ) ' 1,075,700 0%

D Y —

|

Source: U.S. Bureau of Labor Statistics

Lodging industry operators have citéd labow costs as one”
of the indastry's fastest growing expenses. Total industry

wages were approximately $8.3 billion, or 28.6 percent of
revenues, in 1981. A major fgctor contributing to

total
these

escalating costs has been average hourly earnings which in-

creased at an average annual rate of 10.0 percent from 19
1981. ) .

1

77 to

To counteract wage increases’, employers have hired em-

ployees at a less rapid pace. Lodging industry employment
increased at an average annual rate of 4.2 percent, from 1977
to 1981. Another practice has been to hire more part~time
wdrkers. ’ .

Statistics which reflect émployment trends are summarized

below: .

Lodging Industry EmE}oymth and Wages 1977-1981

AP

) ¥ ?

it

Annual Average

Category : ' T 1977 B 1:2

Number of employees 913,000 1,075,700

Average hourly earnings $3.31 $4.85

Average weekly hours/ \31.2 - 30.6
employee -

Average weekly earnings/® $103 $148
employece :

$4.903 billion $8.302 billion

Fl

Source: U.S. Bureau of Laborhgtatisgics
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. N .
The*statistics show the high cost of labor in the industry
"and, consequently, emphasizes the importance of the tax dredit

as a hiring stimulus.

_The targeted jobs tax credit is utilized by many hotel/
.motel companies. The credit is a simple mechanism and has been
proven effective. We urgedlou to support $. 2185 and to extend
the targeted jobs tax credit. '

t
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STATEMENT BEFORE THE SENATE BUDGET & TAXATION COMMITTEE -

P

Ao

BY HAROLD O'FLRHERTY

REPRESENTING INVESTORS MANAGEMENT CORPORATION

OF RALEYGH, NORTH CAROLINA

3

Investors Management Corporation is a leader in the food
sexvice industry. I'm here today representing this company to
urge the Congress of the United States, today the Senate ,of the
United States, .to pass ‘legislation which, will continue the
Targeted Jobs Tax Credit Prqgram.

The Targetad Jobs Tax Credit Program offers a‘very viable o
partnership between government and the private sector. The K
implementation of the legislation has made it clear that govern- s

" ment and the private sector acan work reasonably together for the

mutual aggrandizement of those who are traditionally underserved
in our population. The praogram fosters the concept that indiv- ’
This .

iduals should be tax.payers rather than tax consumers.
philosophy focuses upon-’the dignity, worth and contribution of

the individual; in essence, demotracy is about the personal
liberation of the individual in order that he or she might
architect his or her own destiny. .

The Targeted Jobs Tax Credit Program has made it possible
for individuals to go to work and to support themselves. Many-
hundreds of thousands of people have been taken off the walfare
rolls and have been made tax payers.

The key factor in making the Targeted Jobs Tax Credit Program
a success is that an incentive has been provided to the private
sector to hire individuals who are unskilled and provide thep an
opportunity for both gainful employment and training. The $3000
tax credit per individual provides an incentive to employers to
take the risk of hiring” those who have been hard to maintain on
the employment rolls. The special-incentive, i.e. 85% of .the
firs¢ $6000 earned, is made available to employers to hire under-—
served youth, 16 and 17 years of age, particularly in the .summer-
time. This option of the program keeps high-energy type indivia--
uals off the street and in a more structured environment so that -
they indeed have the opportunity of making a personal and societal
contribution. : ' :

e

-, : ® B o
el y . . N Ve Amam i e wemedfp maiem . v am i oo o e e owe ...;....\..,_:,.lfm&i
. B . R 2 S A S vons N s § LA LI & Rt




E

O

247

L

Those opposing the continuance of the legislation state that
the Targated Jobs Tax Credit Program will cost the government a
billion dgllars over the next three years. We submit tha¢, if
100, 000 persons are maintained through federal relief programs
who could be hired under TJTCP the cost to the federal government
will be in the neighborhood of 800 million dollars a year, or 2.4
billion dollars over three years, or 4 billion dellars over five

years. These numbers suggest that "the Juice is wortw the ..8cqueeze”

My company,  Investors Management Corporation, wholly owns
several major restaurant chains. Principal 4dmong these is the
Golden Corral Family Steak House. We will be taking forthright
steps to train our partner/managers in the ramificaticns and
strategies of implementing the Targeted Jobs Tax Credit Program
in order that many of the 2800 new hires will be certified under
this program. This certification offers a tax benefit to my
company, but more importantly, a new work opportunity for an
individual who is in need and who is interested in taking ad-
vantage of the best that the American dream has to offer.

In conclhision, let me state on a ,personal basis that no one
in this room appreciates more the opportunity to work than I. I
am blind. The fact of life I always feared was that I would
never find an opportunity for gainful employment when becoming an
adult. I've had a wonderful career both as a Federal civil
servant in Washington, as well as a private consultant. These
opportunities make it absolutely clear to me that the creative
partnership, which must be in place if we are going to reduce
unemployment, between Washington and corporate America is best
represented by the potential implicit in the Targeted Jobs Tax
Credit Program.

I thank you for ‘the opportunity of sharing these comments
before your outstanding cogqitteé(

s

MC , '19,‘ S
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UNITED STATES SENATE COMMITTEE ON FINANCE .
. SUBCOMM{TTEE ON ECONOMIC GROWTH, EMPLOYMENT o
AND REVENUE SHARING. , ' gy

S. 2185 Extension of the Targeted Jdbs
Tax Credit ) ’

Statement of Grant R. Sykeg, Institute for
the Study and Encouragement of Common
Sense Economics

March 2, 1984 Room SD 215
Dirksen Building “

I am happy to make the views of the Institute known
on S? 2185, N
- p
It was only a short time ‘ago that the Senate Finance
Committee posed the Question "Can efforts to reduce the
budget deficlt be postponed?" The overwhelming response~
was No. Currently a bi-partisan group is supposed to
be searching for méans to reduce the deficit,’ '

Now, 1if the Senate Finance Committee and other B
§ partisans bewailing the growth of the budget are seriaus, o
then S. 2185 is a good place to begin. The jobs tax
credit is not a job creating measure; it is just one W
more tax loophole that should be plugged. The jobs tax
credit to the contrary encourages longer periods of
" feeding at the unemployment trough. TIn fact it would
N be less costly to replace unemployment insurance with
Public Works type jobs than to continue the pfésent
dole system. S, 2185 will encourage employers to favor

"o b

employment of lazy workers over ambitious ones., It is

a lax loophole generated by misguided, phqney sympathiey
propagated by a self-serving handful hoping to escape . .
paying their fair share of the tax burden by pushing -
it on others. These flagrant tax lcoopholes must be J
curtailed NOW.

Thank you very much. JrE

! ’

oy, S
Al KT
Grant R. Sykes"
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* Interstate Conference of

Employment Security Agencies, Inc.

March , 1984

Ve
Mr. Chairman, we appreciate the opportunity to have our statement

included as part of the written record in association with the hearing
that you sponsored on March 2, 1984, regarding the Targeted Jobs Tax
Credit (TJTC). The Interstate Conference of Employment Securit; Agencies, : ¢
Inc. (ICESA}, is composed of Administrators of.the State Unemplﬂyment
Insurance and £mp1%ymcnt Service programs in the 50 statesl the District
of Columbia, Puerto Rico and the V??gin Islands. Because-it {s the
State Employment Security Agencies (SESAs) which are siathtori]y designated
to issue the TJTC certification{ and, therefore, administer the statewide
program, we believe we are in a unique position to comment on your measure

(s.2185).

As you well know, the TJTC Program did not always enjoy the success -
which now characterizes the Program. The first full year of operation, .
1979, was a difficult one in terms of estab}iéhing state operations and ;i
procedures, but particularly in educatiﬁg emp]oyérs about the credit.

Qur Federa] partners in this major effort, the Department of Labor and

Internal Revenue Servicé, were slow to develop and distribute supporting y
publicity, and much of tﬁe material that finally made its way to the states

was not effective. The State Employment éecurity Agencies.modified a

great many of‘*he federally developed products and, in a substantial

number of states, developed alternatives--often at their own expense.

j By 1990, the Program began,to take hold despite.a slow start, several . !
. administrative changes, and uncertainty on the part of the private sector

as to the life of the Program.

L .
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Figufes released by the U.S. Department «of Labor (enclosed) for fiscal
year i983 reveal over.a 100% increase in both the issuance of certifications
and vouchers*&rom FY ]982 Probably of equal 1mportance is the fact thdt
every target group shared in th1s 1mpress1ve gaif; it was not due to the
recent addition of economically disadvaotaged summer youth,.as many had h
predictgd. we can say with confidence that employers have accepted this

Program and“are participating at unprecedented levels. We see, first hand

that the target groups are having opportunities open to them where few

x

existed in the past. The Targeted Jobs Tax Credit Program has helped

these 1ndjviduals overcome substantial barriers to employment, and the

purpose‘bghikd the Program is Qeing met. The Interstate Conference supportsy -« *» !
the reauthorization of the tax credit without any legiflative changes, as

outlined in S.7185. The extension through 1989 will provide greatér .
stability to the Program, increasing employér confidence and involvement.

However, thére is one significant-issue that has been ignored by ?he ‘ T f

Administration and not sufficiently addressed J" appropftiation measures--

the provision of adequate administrative funds.

As mentioned previously, the Program has finally taken hold after

years pf struggle and underz;ﬁ;}zatiou, and we now have results that show
a douéling Th size between-1982 and 198371 The success of the Pfogram is
suqély attributqblq to the many groups that serve the §1191b1e clientele ra
as well as to the v;rious business organizatfons which assisted in

promoting the cred{t among their members. But we contend there is an

unsung hero among-thes® groups--the statutorily designatea‘State qu]oyment ,

Security Agencies. Despite the increased popularity and use of the TJTC
B . L
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’Program, the SESAs have had to manage with the same $20M level over the
last'three years. The rate of P?ogram expansion in FY 1984 will, in
most stites,‘result in the complete ex;éndi;ure of adminis?rative funds
wwithin the next 60 days, #As has been the case in the past, the SEéAs
will forced to utilize scarce resources within their basic opefating
grant which is proﬁided to run this nation's labor exchange sygtém. We
wish.to emphasize that over the last three yearsy this basic grant has
been reduced by approximate]y 25%,_result1ng tn the closure of an esti-
mated 500 locig oFfiEes nd the 1pss of over 7,000.employment security
staff.l You can ﬁnderstand, therefore, our deep concern for securing

adequaﬁf administrative resources for the TJIC Program. N
4

There has %eenla great déa] of discussion concerning the doubling of‘»
certifications issued from FY 1982 to fY 1983. However, this is only one
.bart of the adminiétra{ive process that aceounts fér the costs of success-
Pjplaprogram operations. The ﬁore,significant out1dy is attributable to
vouchering, which in FY 1983 increased to 1,286,947 from an amount tess
than half this size in FY 1982. The actual certification 1ssuapce"
process administered by the SESAs involves only one form and is relatively
short in duration. Vouchering, on the other hapd, requires that SESA
staff spend‘an average of 30 minutes with each applicant and.requires
the completion of two forms 1ncfuding substantial verification in many
instances. The majority of administrative costs, therefore, are asso-

1
ciated with the vouchering process.




In testimony before the Congress lz\st year, we asked for a total of

$40M. in TJTC administrative funding. Based on our analysis of Program
‘ ) utilization for the first quarter of the current fiscal year, and in
anticipation of the continued success of the speclal disadvantaged
summer youth category, we esti&@te that the SESAs wil] require ‘a minimum
of $45M to adequately administer the Program in FY 1985 In addition e
. would encourage your Subconmittee to-work with the Administrat1on'in

devetoping an al‘dcation hethodolody th;t is primarily based on the

umber of eligfble cF\ents but also takes into account productivity. '\\

AL h . - N

-

4 A related iasue that we want t0rbr1ng to your attention concerns the
Administration’s plan to change the‘source of TJTC administratlve funding
\ from general revenues to FUTA (Federal Unemployment Tax Act). First, we
question the legality of using FUTA funds for this purpose and encourage
.the Subconnﬁ&tce to seck an answer to this specific issue. But even more

importantly, we strongly object to this change because of the limited

FUTA resources which are, by statute, targeted for the Udemp]oyment
§ Insurahee and Employment Service Programs. If sanctioned by the Congress,
‘ ‘this would be yet'ahpther drain on the FUTA funded Employment Security

Adwinistration accdint, proposed by the Administration.

This concludesfour statement for the record. On behalf of the members -

of the Interstate Cqnference of tmployment Security Agencies, Inc., we
A

appreciate the dp ortunity to present our views on the Targeted Johs Tax

Credit and pledge to you and7your Subcommittee our continued support.

~

Qo '
EMC‘s-aca O—BI——17 . WY

Aruitoxt provided by Eic:




IR

YOUTR > vETS EX~-CON 'hDCP CRTA GEN ASST 5§81 AFDC TOTAL
vou cLR vou CER vovu GER VOU_ CER vYou CER voy CEXR vou CER vou cer you T CAX
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NOTE: Data for !;o;;nlc illgihlllt;’uﬁthrqlnqttonl made for youth ln:oll.d.ln\CooéarltIVl Bduc.tion.)rotrl-l exre shown th .l

the second portion of this reporet.
pavticipating achoole and Ls ;ot.'th-r-for..
Yeport ere Vouchete dnd Cartificsttons for Summer Youth.
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REPORT PRETARED

TARGETED JOBS TAX CREDIT PROGKAM
VOUCHERS AND CERTIFICATIONS -BY TARGET GROUP
L ) FISCAL YEAR 1983

The number reported ceaonot be equsked with Certilicetione actually feeyed by
includid in the totale shown. Also shown fn the secpnd portion of thie
These figures are fncluded fn the totels shown.
A .
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Tarry E. Branstad, Governor

JUB fifchard G. Freemen_ Acting Disector
SER WCE f lowa Dapartment of Job Service

0/: loma 1000 East Grand Avenus, Des Moines, lowa 50319
Phone: (516} 281-5387 ) -
February 23, 1984 !

Roderick DeArment, Chief Counsel -
Committee on Finance
Room SD-219
Dirksen Senate Office Building .
Washington, D.C. 20510 . ;
Dear Mr. DeArment: . ’ -
) .
DATE OF HEARING - March 2, 1984 N
SUNJECT OF BEARRING - Targeted Jobs Tax Credit Extension
! u
We support the Tarqgeted Jobs Tak Credit oxtemsion as prapesed in Press Release
No. 84-118. This brogram has provided many employment opportunities for people
who would have remained unomployed without such a program. '

3

To make the tax credit even more attractive to indu;;try, there ghould be a
-
realization that the curient requirements on timeliness be relaxed. Many areas
of thig state have poor mall service., It is absolutely unfair and detximental -
7
to the poor, to refuse tax credits because the postmark ig a day late. In many
Towa Communities the mail is picked up once a day (evening) and trucked wany -
miles Lo a larger post office, then postmarked with the next day's stamp.

The employer mailed it timely but the pustal system stampod the envelope unt imely.

Tt woulad Xo advisable to allow the state .Job Service agencies some small amount
of latitude in approving timeliness. The employers deserve a fair deal that

is not dependent on the postal system's idio-syncrasy.

Sinceraly,

W/Z Q/I’MW\ o | )

Richard G. Freeman
Acting Director

MA/bh - ' .
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The National Mass Retailing Institute ("NMRI") i .

is pleased to have this gpportunity to state its'strong .

support for S. 2185, a bill to amend the Internal Revenue <

Code of 1954 to extend the‘éargeted Jobs Tax Credit.

NMRI is a ﬁon—profit organization with the
. L N "
principal purpose of promoting and advancing the ‘interests

Al

of its 125 mqss.retail'merchant members. mNMﬁf members

oporate over 10,000 reLa11 stores in the cbhtinental United

States and, together, have' a gross annual 4sales volume of

well over slwty bllllon dollars Consequently, NMRI membtrs‘ -

are in the bu51ness of employing,large numbers of people.

NMRI is in full agreement with Senator John Heinz,

thé éponsor of S§. 2185, that the Targeted Jobs Tax Credit

“has a great potential.and needs a full opportunity to

re . : .

work. " ‘ n P o
il

x F

.
«

The proposed amendment to the Internal Revenue

Code to extend bie Targeted Jobs Tax Credit ("TJTC") for a

five-year period, i.e., until December 31, 1989, gives
employers greater certainty about the availability of the
TJTC as they seek to broaden employment opportunities to

%
include some of our neediest citizems.
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‘who have previgusly known only ‘federal assistance programs.

Y

The credit creates a gepuine incentdive for

employees to increase training ppportunities because it

provldes employers with flexlbillty to spend additional *

v

prqductlve time working with bgrgeted employees.

a

A, . 4

The TJITC brovides an incentive for private sector

businesses to.offer meaningful employmentxgo man§ persons . v

The TITC also provides incentives for businesses to hire
economical1y—disadvantaged youths who might otherwise find
their.way into the mire of federal ‘agsistance programs

These youngsfers may then be inculcated with the value of

‘work and learn working skills, both of which will, provide

for their readier integrétion into the nation's workforce

upoq’reéching adulthood.

~ ~

The TJTC is an avenue leading the way out of
poverty and jbblessness for the economically disadvantaged

who seek productive private sector employment bbpoftunities.

Furthermore, it allows such persons the chance to develop
experience and a “work history" necessary for career advange-
ment. . -

An additional benefit of the TJTC program is its
congfibution to lowvering the deficit by diminishing unemﬁloy—

~
]
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ment and its attendant costs‘and.by.contr%huting additional.

taxes to the Treasury. These benefits are borne out by the -

prelimlnary study of the National Commission for Employment
- . . i

Policy. &3 . Voot

~

NMRI-Qould like to take this opportunity, as well,

to expregs the ooncern of its members about certajn proposed
rules now being considcred by the Internal Revggue Serv1ce -
¢ ]

NMRY believes that the‘proposed rules tend to tie the hands fd

of dtate avthorities with the ultimate responsibility to -

grant certifications for the TJTC. v ’ o
W % ) \ ’ =
: A & : - .
The preposed TRS xrules contemplate a “matching i
& N .
. > - “ . B
requirement. thdt’ would impose great?r restrictions on the ’ o5

type of wdrk.that mayqbe per?ormed asipart of a qualified =
coopefative education proqrami Whereas the Statute”requiresw. ?” i
only that'a student's work contribute to his eduéhtiaﬁ-anq

. employability, the proposed rules prdvide that the credit is
available for empioyment offered‘éo cdoperatf&e'education .
only if the employment opbortunity relates to the field of ; “s
educatlon belng ﬁursued NMRI believes that the inculcaf&on

of the value of work and 1 ing worklng skills, such as .

communication skills, are as . Yy !

”

timeliness, team-work an

~ s -
- -

important for the student any partibuiar vocational
. \

\-” K ‘. Y - . R . » o

e . *

we

:
: . -
P - . o . Ce . oy
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'frustrate, either fundamentally or through administration,

“ - 13

training. A restrictive matching requirement would frustrate

the statutohy purpose of thé TJITC. i h

h 4

Even more deleterious to the TJTC's purpose is the
suggestion that credit for summer months be suspended

entirely.  Full-time summer employment is an essential part
. o . . .
of a student's total work-school experience.' If the TJITC

excluded summer employment, private businesses would be less
: }

likely to extend pLffers of employment to those disadvantaged

sppdents who stand to benefit most from the experience.

Lo

—

v f? sum, NMRI supports the five-year extension of
¢ -

the TJTC as a means of ensuring continued private-sector

employmgnt for the most dlsadvantaged memhers of 5001ety-

NMRJI opposeb any restrtctlons on the TJITC .that would

.. ’ R ¥

.the very purpose it is meant to serve.

»
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REMARKS BY COMMISSIONER ROBERTS,
NEW YORK STATE DEPARTMENT OF LABOR, TO
. SENATE FINANCE COMMITTEE HEARING ON THE
TARGETED JOBS TAX CREDIT
MARCH 2, 1984

NEW YORK STATE EMPLOYERS WAVE LED THE NATION IN UTILIZING THE
TARGEBTED JODS TAX CREDIT (TITC) TO PROVIDE JOBS FOR DIS/\DVANT/\L.FD
WORKERS. IN FISCAL 1983, 30,18} TITC-ELIGIBLE APPLICANTS WERE HIRED
THROUGH THE NEW YORK STATE JOB SERVICE. SINCE THE P OGRAM'S
INCEPTION FIVE YEARS AGO, 20,398 NEW YORK BUSINESSES TOOK ADVA TAGEOF
TITC'S INCENTIVE AND EMPLOYED 83,711 ELIGIBLE WORKERS. ‘

/
4

AS THE COMMISSIONER OF LADOR FOR THE STATE OF NEW YORK, ! URGE

THE SENATE FINANCE COMMITTEE TO SUPPORT PA%AGF OF SENATOR HEINZ

3

.l’ROPOSED LEGISLATION & 2185. 1 ALSO ENC OURAGE YOU TO AMEND THE l/\\V

TO ADDRESS THE_./\DDIHON/\L CONCERNS REFERRED TO BELOW. L

.

s .

. EXTENSION OF TITC /\UTHORIZ!NG LE(;ISL/\TION >
} .

°
LY

-

. FOR OVER 20 YEARS THE PEDERAL GOVERNMENT 1HAS RESPONDED TO THE
NEEDS OF QUR LSI,SAD'\;‘\NTAGED GITIZENS WITH l‘NTER\’EN’TlOl\f PROGRAMS
T/\RGFTFD TO TRAINING, J(SB DEVELOPMENT, AND EMPLOYMENT SUBS\l}lﬁS. THE
" MANPGWER DEVCLOPMCNT TRAINING ACT; SUMMER YOUTH EMPLOYMCNT
P[\O(.R/\M COMPREHENSIVE -CMPLOYMENT &)'RA]N]NG ACT; AND THC NEW JOBS

CREDIT WERE PRLDCCFSbOR\'OF OUR - CURRENT FLDERAL INITIATIVES TO
INCREASE 10[) OPPORTUNITIES FOR THE DISADVANTAGED. THC JOB TRAINING

PARTNER Sl!l(? ACT AND THE T/\R(,l‘TLT) JoBns TAX CREDlT ARE THE INSTRUMENTS

" 10 MEET THESE OBIECTIVES TODAY.

RIC

T - ’
.

Fs
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THE TARGETED JOBS TAX CREDIT (TJTC) IS A UNIQUE FEDERAL PROGRAM

WHICH HAS STRENGTHENED THE PARTNERSHIP BETWEEN BUSINESS AND

/GO\’ERNMENT IT OFFERS CORPORAT]ONS AND  SMALL BUSINESSES TAX

- . -~
HVCENTIVES WHICH FOSTER THE EMPLOYMENT OF INDIVIDUALS MOST.IN NEED OF

JOB OPPORTUNITIES. WITH THIS PROGRAM, THE DISADVANTAGED RECEIVE A
FEDFRALLY SUBSIDIZED INCOME FOR PRODUCTIVE EMPLOYMENT, UNDER THE

PUTELAGE OF THE PRIVATE SECTOR, WITH A MINIMUM %F "RED TAPE."

. . .y
CONSIDERING THE SUCCESSES OF THE PROGRAM TO DATE, A ®IVE-YEAR

EXTENSION WILL ALLOW AN iNCREASlNG NUMBER OF BJUSINESSES TO DETEE{M[NE
THAT TARGETED GROUP MEMBERS, SUCH AS THE HANDICAPPED, VI.ETNAM.—ER/\
VETERANS, AND DISADVANTAGED " YOUTHS, CAN EFFECTIVELY SATISFY THEIR
LABOR NEEDS. THESE FAVORABLE EXPERIENCES WILL SERVE TO EXPAND THE
AVAILABLE JOB OPPORTUNITIES FOR THOSE 1IN THE TA"RGETED GROUPS AND

REDUCE THEIR DEPENDENCY ON FEDERAL, STATE, AND LOCAL GOVERNMENT

4

1. TIMELINESS REQUIREMENTS FOR TITC CERT!FIéATlQ_NS

»

ASSISTANCE PROGRAMS FOR THEIR SUPPORT.

-

. ))'

¥
>

THE 1981 AMEI(JDMENTS ELIMINATED THE ISSUANCE OF RETROACTIVE

CERT_IFICATIONS BY INCLUDINGl THE REQUIREMENT THAT THE EMPLOYER MuUST
RECEIVE THE CERT!F!CATION OR RCQUCST THE CERTIFICATION IN WRITING FROM
THE JOR S['.RV!CE BEI‘ORE THE DAY .THE INDIVIDUAL BCGINS WORK. THIS
REQUIREMENT WAS LIBERALIZED BY ONE DAY IN THE 1982 AMENDMENTS WHICH
NOW REQUIRE THE EMPLOYER TO MAKE WRITTEN REQUEST ON OR BEFORE THE
DAY THE INDIVIDUAL BEGINS WORK. BY IRS REGULATION THE LA’BOR DEPART-

MENT IS REQUIRED TO JUDGE THE TIMELINESS OF . THESE WRITTEN REQUESTS BY
: .-

>

r“

v
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THE DATE OF RECEIPT OR THE DATE OF POSTMARK., THE INSERTION OF THE

POSTAL SERVICE INTO THIS PROCESS FURTHER IMPEDES AN EMPLOYER'S ABILITY

t

TO MEET THQLS TIMELINESS REQUIREMENT IN MANY CASES.

[
r

THE NEW YORK STATE DEPARTMENT OF LABOR IS CURRENTLY REJECTING

APPROXIMATELY 1,000 CERTIFICATION REQUESTS EACH MONTH FROM
EMPLOYERS WHO FAIL TO MEET THIS REQUIREMENT EVEN THOUGH THEY HAVE
CdMPLIED WITH THE KNTENT OF THE LAW AND HlREb A TITC-ELIGIBILE
INDIVIDUAL. IN MANY INSTANCES NEW EMPLOYEES BEGIN WORKING FOR
& CORPORATIONS THE SAME DAY THAT THEY ARE HIRED. \YRITTEN REQUESTS

MAILED AT THE END OF ‘YHE DAY’ ARE OFTEN NOT POSTMARKED BY THE U.S.

POSTAL S_ERVICE UNTIL THE FOLLOWING DAY, WHICH RESULTS IN A DISALLOWED

GERTIFICATION, , .

WE ESTIMATE AS MANY AS 20% OF THESE REJECTIONS ARE DUE TO A SINGLE '
DAYS' DELAY AS INDICATED BY THE POSTMARK. THIS REPRESENTS A LOSS OF
MILLIONS OF DOLLARS OF POTENTIAL TAX CREDITS TO NEW YORK STATE

EMPLOYERS EACH MONTH.

a A RELAXATION OF THE PRESENT TIMELWESS FILING REQUIREMENTS WOULD
ELIMINATE MANY ADMINISTI(A];!VE PROBLEMS THAT ARE CURRENTLY BEING

« ¥ EXPERIENCED BY STATE EMPLOYMENT SECURITY AGENCIES (SES/;S) AND *’O_ULD
‘ Qf"/‘\ClLlT/‘\T!‘; GRE/\TI;:R UTILIZATION OF THE PROGRAM. AN ADDITIONAL FILING
PERIOD OF ONE TO TH’REE DAYS [S RECOMMENDED TO ALLOW FOR VARIATIONS

IN POSTAL SERVICE HANDLINE OF MAIL.

N

!
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INADEQUATE TITC FUNDING  °

BECAUSE OF INCREASED EMPLOYER USE.(.)F THE TITC PROGRAM, CURRENT
ADMINISTRATIVE  FUNDING ;IS GROSSLY INADEQUATL. THE NUMBER OF
LCLIGIBILITY DETERMINATIONS M;\DE BY THE NEW YORK STATE JOB SERVIC-E IN
FY'8) INCREASED BY 65% OVER THE PREVIOUS FISC/\L_YE;’\il. THE NUMBDER OF
CERTIFICATIONS ISSUED HAS CLIMBED BY OVER 68% FROM 18,001 TO 30,181
DURING THE SAME PERIOD. HOWEVER, THE FY'84 NEW YORK STATE ALLOCATION

OF $L.&t MILLION IS IDENTICAL TO FISCAL YEAR 1983.

- THIS LEVEL OF FUNDING SUPPORTS ONLY 25 POSITIONS TO PROCESS
DETERMINATIONS AND ISSUE CERTIFICATIONS; AND 14 POSITIONS TO RENDER

., PROGRAM SERVICES THROUGHOUT THE STATE. FEDERAL DIRECTIVES REQUIRE

THAT NEW YORK STATE'S DEPARTMENT OF LABOR ISSUE EMPLOYER CERTIFICA-
TIONS WITHIN 72 HOURS OF RECEIPT OF REQUEST. DESPITE THE SIMPLICITY OF
NEW YORK'S CERTIFICATION PROGESS, THE VOLUME OF TRANSACTIONS HAS
CREATED A FOUR WELK BACKLOG. DELAYS IN THE ISSUANCE OF CERTIFICA-
TIONS AND MORE IMPORTANTLY, CERTIFICATION DEN'IA-LS, CREATE HARDSHIPS
FOR BOTH EMPLOYERS AND EMPLOYLEES AND HINDER PROGRAM EFFECT!VE&JESS.

CON(‘.RESS‘SHOULD APPROPRIATE SUFFICIENT FUNDS TO ALLOW STATE
1 .
EMOLOYMENT F\ECURITY AGENCIES TO OPERATE AND ADMINISTER  THE
TARGETED JOBS TAX CREDIT PROGRAM CFFECTIVELY.

i

A . . !
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IV. OFFSITE TRAINING AND EMPLOYMENT ACTIVITIES
- . | ' -«

DESPITE THE EXPANDING USE QF THE TARGE £D JOBS TAX CREDIT
PROGRAM, HIGH UNEMPLOYMENT PERSISTS IN NEW YORB AND IS PARTICULARLY
ACUTE AMONG THE TARGETED POPULATIONS INTENDED TO BE SERVED BY THC
TITC: YOUTH AGED 16-19 (28.8 PERCENT) AND ECONOMICALLY DISADVANTAGED
" (ALMOST 49 PERCENT OF THE QNEMI:LOYEI) SERVED BY THE JOB SERVICE LAST
YEAR). ON AVERAGE LAST YEAR, 135,000 NEW YORK YOUTHS AGED 16 THROUGH

19 COULD NOT FIND WORK.

NATIONWIDE, YOUTHS 16 THROUGH 19 EXPERIENCED AN AVERAGE 22.5%
¢

JOBLESS RATE IN 1983 ~- SLIGHTLY UNDER THE NEW YORK LEVEL.

- THE TARGETED JOBS "TAX CREDIT WNITIATIVE WAS DESIGNED- TO
AMELIORATE  THESE DISASTROUS UNEMPLOYMENT RATES BY  SUBSIDIZING
PRIVATE SECTOR EMPLOYMENT OF DISADVANTAGED YOUTHS. BUT EVEN AN 85%
TAX CREDIT FOR I)ISADVANTACEI‘) SUMMER YOUTH AGE 16 /\ND. 17 HAS NOT
D‘R/\M/\TICALLY ALTERED THE STAGGERING UNE\I\,‘\PLOYMENT RATES FOR THIS

POPULATION OF OB SEEKERS.

-

MANY BUSINESSEES ARE UNABLE TlO PRO\.'/H)E THE STAFF TIME NEEDED FOR
SUPE:;/.(ION, GUIDANCE, AND TRAINING THAT ACCOMPANIES THE EMPLOYMENT
OI\‘W‘ 5€ JOB CANDIDATES. BUSINESS ll,E/\DEllIS ACCEPT THEIR RESPONSIBILITY-
AS PARTNERS WITH GOVERNMENT AND OFTEN NONATE FUNDS TO NOT-FOR-
PROFIT COMMUNITY ORGATH‘QIQNS TO PROVIDE IEMPLOYMENT\AND TRAINING

OPPORTUNITIES.

Q ’ : | 2 7:0 o (
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MANY DBUSINESSES HAVE EXPRESSED AN lNTERES'T IN bROVlDlNC OFFSITE
TRAINING SERVICES FOR NEW EMPLOYEES WHO ARE MEMBERS OF THE TARGETED
GROUPS, buT AREK’RELUCTI\NT TO ‘ENGAGE IN THIS ACTIVITY WITHOUT CLEAR
STATUTORY LANGUAGE ACKNOWLEDGING THIS ACTIVITY AS I\F/PROPRH\TE TO
THEIR TRADE O\R BUSINESS. ON-SITE TRAINING OFTEN IS PRECLUDED BY LIMITA-
TIONS OF THE WORK PLACEAND‘EXPERTBE OF THE EMPLOYER'S WORK FORCE.

WITH ;\ PRIVATE RULING (NO._8338042) ISSUED BY THE INTERNAL REVENUE
SERVICE LAST YEAR, STI\ND:‘\R'D OIL OF INDIANA WAS ABLE TO LEVERAGE A NET -
PAYROLL COST OF .$2l:000 INTO JOBS FOR 131 ECONOMICALLY DISADYANTAGED
YOUTH WITH A GROSS SUMMER PAYROLL OF $129,000. TWENTY-FIVE OF THESE
YOUNGSTERS WERE EMPLOYED IN T;hi COMPANY'S CORPORATE HEADQUI\RTER.S.

,

THE RULING AUTHORIZED THE STANDARD OIL COMPANY TO CLAIM Té'"‘: TAX
(.RCDJI FOR SALARIES PAID TO 106 ADDITIONAL ELIGIBLE YOUTH THAT WERE
pLA(,CD IN OI‘FSITC TRAINING OR JOB ASSIGNMENTS BY THE COMPANY THE
T v . ASSIGNMENTS \VERC TO SMALL INDCPCNDFNT BUSINESSES AND NOT-FOR-PROFIT
COMMUNITY ORGANIZAT[ONS WHERE THE YQUTHS S[:RVED IN ACTIVITIES THAT
WERE INTC(,RI\L TO THE BUSINESS OF STANDARD OIL. STANDARD WAS IN
er RY SENSE OF THE WORD, THE EMPLOYER WHILE THE SMALL BUSINCSS OR ‘;--,!,*,
COMMUNITY OR(.I\NIZAT!ON PROVIDES THE DIRECT SUPERVISION AND TRAINING
ON BEHALF OF THE COMPANY.

, . a

WHILE THLS PRIVATE RULING CANNOT BE ClTED AS A PRCCCDENT FOR

CLAIMS BY OTHER BUSINESSES, IT DID BRING ATTENTION TO SEVERAL PRlNClPLES

£
WHILH SHOULD BE CLEARLY AUTHORIZED IN THE STATUTE.

~

wle T (AT “
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1. THE TERM "TRADE OR BUSINESS" SHOULD BE DEFINED TO ENCQMP/\SS.
THE TRAINING OF EMPLOYEES IN, SKILLS THAT ARE INTEGRAL WITHIN
THE EMPLOYER'S TRADE OR BUS]NESS, INCLUDING OUTSIDE TRAINING
SERVICES OBTAINED BY TP:‘?PLO“YER TO IMPROVE AND'/O_R MAIN-

. TAIN JOB SKILLS ASSOCI D WITH THE EMPLOYER'S TRADE OR

~

BUSINESS.

1Y

M ~
2. REMUNERATION THAT 1S DEDUCTIBLE BY AN EMPLOYER UNDER

SECTION 162 OE, THE CODE SHOULD BE IDENTIFIED AS REMUNERATION
PAID FOR SERVICES PERFORMED IN A. TRADE OR BUSINESS OF THE

EMPLOYER FOR PURPOSES OF SECTION 51(f).

. .

3. WAGES PAID TO AN EMPLOYEE WHO IS PLACED BY ‘THE EMPLOYER
UNDER™ THE DIRECT SUPERVISION OF A TRAINING FACILITY OR
INDEPENDENT BUSINESS IN ORDER' TO IMPROVE: EMPLOYMENT SKILLS
ASSOCIATED WITH THE EMPLOYER'S TRADE OR BUSINESS SHOULD BE
IDENTIFIED AS DEDUCTIBLE BY THE EMPLOYER UNDER SECTION 162 OF
THE CODE AS AN ORDINARY AND NECESSARY EXPENSE, AND ENTITLE
THE EMPLOYER TO CLAIM THE TARGETED JOBS TAX CREDIT ON SAID
REMUNERATION.

MANY BUSINESS LEADERS WELCOME AN OPPORTUNITY TO PARTICIPATE IN
.

- JOB DEVELOPMENT AND TRAINING INITIATIVES. INCLUDING THE PRINCIPLES

ESTABLISHED BY THE PRIVATE RULING IN THE STATUTE, WILL CLARIFY AN

- ALLOWABLE ALTERNATIVE, WHERE ON-SITE EMPLOYMENT IS NOT FEASIBLE DUE

TO THE DEMANDS OF THE WORK PLACE.

' s
THE INTENT OF THE TARGETED JOBS TAX CREDIT INITIATIVE (S, TO
ENCOURAGE EMPLOYERS TO HIRE DISADVANTAGED JOB SEEKERS WHO NEED AN
"EDGE" TO SECURE EMPLO)YMENT. CLEARER LANGUAGE ON THESE PROVISIONS

WILL INCREASE THE POTENTIAL FOR REALIZING THE STATED OBJECTIVES; AND

" THE BUSINESS SECTOR WILL BE BETTER ABLE TO PREPARE OUR YOUNG CITIZENS

}TO MEET THE INCREASING TEC‘I}N\OLOGIC/\L DEMANDS OF THEIR COMPANY AND

THE JOB MARKET.

1 R72
V oo
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WEBER-STEPHEN PRODUCTS CO.

200 LAST DANIELS ROAD P/\L/}TIN[' ILL 60067
LOCAL (312} 934 5700

N [N
March }, 1984
Mi. Raderick De Arment, Chyuf Counsel . . )
Committee on Finance, Roph Sp-21!v > ’
Mirksen Sepate Offic tilding . ’

Washington, . C. £0510

Dear

~
Mr. Do Arment

Thrs I:'Ltﬂr 15 HIICI‘.’! Lo express vur Caorpordtion’s very strong sﬁpmrr ot
Semate gl 5. 2185 which would extend the raryeted JobsgTax Credit (TJI)
program.  weber-Stephen Products Co. has part icipdtedz this program for
three vears and has hired 46 TJIC ecliyible employeas. 'n our opintiop,
the TITC proyram is an effective program and should be cont inued. sQme Of

aag?

i}

S5

1easens are listed below. .

The TITC program provides the employer with a signiljcant jncentjve
fo e disadvantaged persons that otherwise might nol be considerosd
for employment. Webor's ymployess are now drawn ‘prium:‘j ty fgom the
(rorer asctions ol the Chicago metiopol itan arca and inrh:d:?:l!
cacaal and six different language groeps.

Approximately one kalf of the TJTC employees that we have hired have
become poermaneat, full cime employess who support themselves and (heir
tamiltes thiough produccive work.  Several have bLeen promolod; minyg
ace now nvolved in company sponsorad English ¢lsszes. 1 heliove that
this kind of success rale compajes favorably te sanst socidl asgist-
il Brogramns .

rhe rinanicral benefit of the TATC Program ey enabliad us (O :3:71150 t he
waded of the entry lavel, low skill jobs so that Lty will be an
attractive alternative te public assistance.

Espocaial iy when compazed e the Comprehen<ive Empocmen? aned Trarngie
Act (CRTAY and Joh Training Pap tnership Act (JTEA) programs, T 1s
easrly administerad both by the participating agency (Hllimnois 2oab
Service) and by the ewmployer. No redurdant record keeping or burden-
Sones transfor payments are Involved. Normai rayrell procedures pro-
vide an excellent awdit treatl for claiming and v tying the yearly
FYinaily, like many ot her American companies, N(:bex has tacod stilf
crampetilion from abraad. The tay credie that we have realized through
this program has definitely helped us Lty remain price-compet it ive with
formign markets.

T summar q,. the tax credit has provided jobs for many individuals whe pro-
bably would not have hid them avarlable (o them, e sew the TITC program
being posirive tor all parties concerned. PJTC should be extended.

it pegoyeds,

WEBER-IFEFHEN ERODUCTS (O .

Joneph Moore

Porsonne] Director

M ky

The one.The only. ’

© —
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