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WORKER RETRAINING

TUESDAY, JUNE 11, 1985

House OF REPRESENTATIVES,
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES,
CoMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 9:45 am., in room
2261, Rayburn House Office Building, Hon. Matthew G. Martinez
(chairman of the subcommittee) presiding.

Members present: Representatives Martinez, Hayes, Gunderson,
and Henry. .

Staff present: Eric P. Jensen, acting staff director; Genevieve
Galbreath, chief clerk/staff assistant; Dr. Beth Buehlmann, Repub-
lican staff director for education.

[Text of H.R. 26 and H.R. 1219 follow:)

18]
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To establish a system of individual training accounts in the Unemployment Trust
Fund to provido for training and relocating unemployed individuals, to amend
the Internal Revenue Code of 1954 to provide that certain contributions to
such accounts shall be deductible from gross income, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

JANUARY 8, 1985

. DurBIN (for himself, Mr. BOBHLERT, Ms. OAKAR, Mr. DWYER of New
Jersey, Mr. GerHARDT, Mr. OBERSTAR, Mr. MaCKAY, Mr. LELAND, Mr.
Stokes, Mrs. ScHNEIDER, Mr. PENNY, Mr. Bomsxi, Mr. Weiss, Mr.
WoLpe, Mr. NOwak, Mrs. COLLINS, Mr. MCKINNEY, Mr. VENTO, Mr.
RmnaLp0, Mr. Garcia, Mr. BaTes, Ms. Snowe, Ms, Karrue, Mr.
Moobpy, Mr. Evans of Illinois, Mr. CLINGER, Mr. WORTLEY, Mr. McKER-
NAN, Mr. DONNELLY, Mr. AppABBO, Mr. KOLTER, Mr. MAVROULES, Mrs.
Mazrin of Illinois, Mr. TOwns, Mr. WEAvER, Mr. KOsTMAYER, Mr.
ConTE, Mr. VOLKMER, Mr. GiNoRICH, Mr. EpcaR, Mr. GEIDENSON, and
Mr. JeFrORDS) introduced the following bill; which was referred jointly to
the Committees on Education and Labor and Ways and Means

A BILL

establish a system of individual training accounts in the
Unemployment Trust Fund to provide for training and relo-
cating unemployed individuals, to amend the Internal Reve-
nue Code of 1954 to provide that certain contributions to
such accounts shall be deductible from gross income, and for
other purposes.
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Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,
SHORT TITLE
Section 1. This Act may be cited as the “National
Individual Training Account Act of 1985”.

TITLE I—INDIVIDUAL TRAINING ACCOUNTS
ESTABLISHMENT OF NATIONAL INDIVIDUAL TRAINING
ACCOUNT PROGRAM

Sec. 101. (a) There is hereby established the national
individual training account program (hereinafter in this title
referred to as the “program’’) to be administered by the Sec-
retary of Labor and the Sceretary of the Treasury in coopera-
tion with the several States. The purpose of the program is
to provide incentives to employers and employees to invest in
a system of individual training accounts that shall be used to
defray the costs of employee training in the event an employ-
ee becomes or is about to become involuntarily unemployed.
It is the intent of the Congress that—

(1) the program be maintained as a voluntary
system open to any employee and any employer of
such employee who elect to participate in the program,
and

(2) amounts on deposit in individual training ac-
counts be invested in a manner that will yield a high

return.
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(b) The Secretary of Labor shall prescribe such regula-

tions as may be necessary to administer the program in ac-

cordance with this Act.

(c)(1) The Secretary of Labor, on behalf of the United

States, may enter into an agreement with any State, or with
any agency administering the unemployment compensation

laws of any State, under which such State or agency shall—

(A) issue and redeem, as an agent of the United
States, vouchers to pay training and relocation ex-
penses in accordance with this Act;

(B) accept contributions, as the agent of the
United States, from employees and employera for de-
posit into individual training accounts and qistribute
any amount in any such account at such times as any
distribution from such account is authorized under sec-
tion 103(b);

(C) provide individual counseling or job and train-
ing referral services to any participant in the program;
and

(D) cooperate with the Secretary of Labor, the
Secretary of the Treasury, and any other officer of any
agency of the Federal Government or any other State
in carrying out the purposes of this Act.

(2) The Secretary of Labor shall provide such informa-

25 tion and shall detail, on a reimbursable basis, such personnel

o 2% N
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1 as may be requested by any State to assist such State to

2 establish a State individual training account program which

3 r.eets the requirements of section 3310 of the Internal Reve-
» 4 nue Code of 1954 (as amended by section 202 of this Act).

5 DUTIES OF THE SECZETARY OF LABOR

6 Sec. 102. (a) The Secretary of Labor shail establish by

7 regulations procediwres for conducting the following activities:

8 (1) Acceptance and transfer of contributions for

9 credit to any individual training account.

10 (2) Acceptance and review of any application for a

11 voucher for training and relocation expensss filed by an

12 individual who maintains a balance in an individual

13 training account established for the benefit of such

14 individual.

15 (3) Redemption of any voucher issued in accord-

16 ance with section 103(d) for training or relocation

i7 expenses.

18 (4) Acceptance and review of any application for

19 any distribution under section 103(b) from any account.
- 20 (5) Acceptance and review of any application re-
! 21 lating to obtaining a certificate of eligibility for a train-
. 22 ing program.

23 (6) Review and transfer of any information col-

24 lected or determination made by any State or person

25 relating to any labor market, any training program,
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1 and any other factor which such Secretary may take
2 into account for the purpose of any determination
3 under this Act.

4 (b)1) ‘The Secretary of Labor and the Secretary of the
5 Treasury shall establish procedures, by regulations issued
6 jointly by them, for ccaducting the following activities:

7 (A) The transfer to the Secretary of the Treasury
8 of eny contribution for deposit in the Unemployment
9 Trust Fund to the credit of any individusl training ac-
10 count and any related account.

11 (B) The allocation and distribution among the sev-
12 eral States of any amount credited to the individual
13 training account administration account.

14 (C) The allocation and distribution of any amount
15 in any individual training account smong any contribu-
16 tors to such account pursuant to section 103(b).

17 (D) The determination and collection of any
18 excess amounts paid or distribnted from any account
19 established in the Unemployment Trust Fund under
20 section 910 of the Social Security Act.

21 (2) The Secretary of Labor and the Secretary of the
22 Treasury shall esteblish procedures, by regulations issued
23 jointly by them, for making a determination that any amount
24 in any individual training account is incapable of being dis-

25 tributed to any person entitled to such distribution.

10



6
DISTEIBUTIONS FEOM INDIVIDUAL TRAINING ACCOUNTS

Sec. 103. (a)(1) For purposes of this title, the term “eli-
gible individual” means any individual who is involuntarily
unemployed through no fault of his own.

(2) Any eligible individuai may withdraw from an indi-
vidual treining accoun: established for the henefit of such
individual—

(A) such amount as is necessary to pay training
expenses incurred by such eligible individual in & train-
ing program determined by the Secretary of Labor,
under section 104, to be an eligible training program;
or

(B) an amount not to exceed $1,000 to pay relo-
cation expenses approved by the Secretary of Labor or
the authorized agent of such Secretary under section
105, with respect to such eligible individual.

(8) If the employer of any employce certifies to the Sec-
retary of Labor or the authorized agent of such Sccretary
that such employee will be discharged permanently within
the six-month period beginning on the date such certification
is submitted to the Sccretary or such agent, such employee
shall be treated as an eligible individual as of such date if
such employee would, but for the fact that such discharge has
not yet occurred, be an eligible individual on such date.

(b)(1) In the case of an employee who—

11
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(A) voluntarily ceases to be employed by his em-

ployer, or

(B) involuntarily ceases’to be employed by such
employer through the fault of such employes,

an amount equal to the sum of any amounts contributed by
such employer to an account established for the benefit of
such employee shall be distributed to the employer from such
account in the wnanner provided in paragraph (5).

(2) In the case of an employee who retires from his em-
ployment by his employer or who dies while employed, any
balance in the individual training account established for the
benefit of such employee shall be distributed from such ac-
count among the contributors to the account (or the successor
in interest to any such contributor) in the manuer provided in
paragraph (5). The employee’s share of any balance in such
account, in the case of an employee who has died before such
distribution is made, shall be distributed to and included in
the estate of such employee.

(3) If—

() any employee fails to contribute, for any cal-
endar year, the minimum amount described in section
8310(2){4) of the Internal Revenue Code of 1954 to an
individual training account established for the benefit of

such employee, or

oR 2N
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(B) the employer of any employee referred to in
subparagraph (A) fails to contribute, for any calendar
year, at least such amount to such account,

an amount equal to the sum of the amounts contributed by
such employer to such account shall be distributed to the
employer from such account in the manner provided in para-
graph (5).

(4) For purposes of this subsection, an employee who
ceases to be employed because such employee hes become
disabled (within the meaning given to such term by section
72(m)(7) of the Internal Revenue Code of 1954) shall be
treated as an individual who has retired.

(5) In the case of any distribution under this subsection
of any amount from the balance in an individual training ac-
count, such amount shall be distributed among the contribu-
tors to such account (or the successors in interest to any such
contributcr) who are authorized to receive such distribution
under any paragraph of this subsection. Any division of the
amount in any such account being distributed among such
contributors shall reflect—

(A) the amount of the net income of the account
which is attributable to the contrihutions of each such
contributor, and

(B) a proper allocation of any amounts previously

distributed from such account for approved job training

>3
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or relocation expenses among the contributions which

were made before any such distribution (including the

net income of the account which was attributable
to such contributions and was earned before such
distribution).

(6) For purposes of making any distribution under this
subsection, the Secretary shall prescribe by regulations the
manner in which any determination shall he made with re-
spect to recognizing any person as the successor in interest to
any employer in the case of any merger, acquisition, or liqui-
dation affecting such employer.

(c) No distribution from an individual training account
shall be made unless—

(1) application to the Secretary of Labor, through

a State public employment office or other agency, is

made by the person seeking such distribution, and

(2) such application is approved by the Secretary
of Labor or an authorized agent of such Secretary in
accordance with this title.

(d)(1) The Secretary of Labor shall establish a voucher
system for meking distributions from individual training ac-
counts fo¥ training or relocation expenses.

(2) A voucher issued to an eligible individual under such
system to pay training expenses or relocation expenses shall
be redeemed by a public employment office (or such other
HR 26 TH——2

14
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agency which the Secretary of Labor has approved under
section 3304(a)(1) of the Internal Revenue Code of 1954) for
an amount not to exceed—

(A) the face value of the voucher, or

(B) the actusl cost of such expenses,
whichever is less, upon the presentation of such voucher to
such office (or such agency) by the person who provided or is
providing the ser 7ice for which such expenses were incurred.

(3) No voucher issued to any eligible individual may be
used to pay any expenses of any other individual.

(e)(1) In the case of any payment or distribution to any
person from any individual treining account (or the individual
training account insurance account in the Unemployment
Trust Fund) in excess of the amount to which such person is
entitled under this Act, such excess amount shall be declared
by the Secretary of the Treasury (in such manner as such
Secretary shall prescribe by regulations) to be an amount due
such Secretary by s.uch person. The Secretary of the Treas-
ury shall prescribe by regulations the manner in which any
such excess amount shall be repaid by such person or other-
wise collected from such person.

(2) Upon receipt of any repayment of any“excess amount
referred to in l;aragraph (1), the Secretary of the Treasury
shall, subject to paragraph (3), credit the individual training

15
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account of the individual for whose benefit such payment was
made for the amount of such repayment.

(3) To the extent any payment or distribution referred to
in paragraph (1) gave rise to a debit by the Secretary of the
Treasury of the individual training account insurance account
in the Unemployment Trust Fund pursuant to section
910(a)(3) of the Social Security Act, the Secretary of the
Treasury shall credit such insurance account for so much of
the amount of any repayment under this subsection as does
not exceed the amount of any such debit.

(f)(1) If the redemption of any voucher issued under this
section to pay the training or relocation expenses of any indi-
vidual gives rise to a debit by the Secretary of the Treasury
of the individual training account insurence account in the
Unemployment Trust Fund pursuant to section 910(a)(3) of
the Sociai Security Act, no additional voucher for such pur-
poses shall be issued tr such individual for any amount in
excess of any balance in the individual training account es-
tablished for the benefit of such individual at any time—

(A) after the date of the redemption of the vouch-
er which gave rise to such debit, and

(B) before the end of the one-year period begin-
ning on the date of the first contribution by such indi-
vidual to the individual training account established for

16-
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his benefit after such individual obtained employment

following such training or relocation.

(2) Notwithstanding subsection (a), no unemployed indi-
viduel shall be treated as an eligible individual before the end
of the one-year period beginning on the date of the enactment
of this Act. Any unemployed individual who, but for the pre-
ceding sentence, would be an eligible individual shall be
treated during such one-year period as an employee who has
voluntarily ceased to be employed by the employer of such
individual.

ELIGIBLE TRAINING PROGRAMS; CERTIFICATION BY THE

SECRETARY

SEC. 104. (a) In the case of an application under section
103(c) by an eligible individual for a voucher under section
103(d) for a withdrawal from an individual training account
to pay the expenses of training in any trade or occupation, no
such application shall be approved by the Secretary of Labor
or any authorized agent of such Secretary unless the training.
program providing such training has been certified by the
Secretary of Labor to be an eligible training program under
this section with respect to such trade or occupation.

(b) A training program shall be certified by the Secre-
tary of Labor as an eligible training program for purposes of
section 103(a)(2) of this title and section 197(f)(2) of the In-

ol 2% M
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1 ternal Revenue Code of 1954 if the Secretary determines to

2 hig satisfaction that—
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(1) the quality of such training program will be
adequate and reasonable for the trade or occupation for
which such training is being or will be provided;

(2) subject to subsection (d), the trade or cccupa-
tion for which such training is being provided under
such program is one which is likely to lea.ti to employ-
ment opportunities for the participant in such program;

(3) the facilities and equipment to be used are
suitable for such program and the instructors in such
program are qualified to provide training in such trade
or occupation; and

(4) the training program meets such other require-
ments as the Secretary may establish under the
program.

(c) The Secretary of Labor shall by regulation prescribe

procedures governing the manner in which & program may be
certified under subsection (b) as an eligible training program
for purposes of this title. Such procedures shall provide for
the following factors to be taken into consideration by the
Secretary before making such certification:

(1) The projections by the Bureau of Labor Stand-
ards pursuant to section 462(a) of the Job Training
Partnership Act with respect to future demand for the

'
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occupation for which training is being provided under
such training program.

(2) The training and education requirements for
such occupation maintained by the Secretary of Labor
pursuant to section 462(b) of such Act.

(é) Information collected and maintained by a
State labor market information program referred to in
section 125 of such Act concerning education and
training supply support needs of the State within which
such training program is situated.

(4) With respect to the quality of such training
program, any determination relating to such progrem
by the Secretary of Education, any State education
agency, any State agency which regulates or accrodits
apprenticeship programs, any private industry organi-
zation, any agency or organization which receives Fed-
eral financial assistance under the Jobs Training Part-
nership Act, or any nationally recognized accrediting
agency or association which the Secretary of Labor de-
termines to be reliable authority as to the quality of
training offered.

(5) Such other factors as the Secretary of Labor
may determine to be relevant to such certification.

(@) No training program in low-wage industries where

25 prior skill is typically not a prerequisite and labor turnover is

- L]
)

19




@O OO ~I O W b W D =

[T T - T T - R O O e e o T e S e S B sveed
W GO BN = O O 0 A1 S Wt o W N = O

16

15
high shall be approved by the Secretary as an eligible train-

ing program for purposes of subsection (a).
QUALIFIED RELOCATION EXPENSES; APPROVAL BY THE
SECRETARY

SEC. 105. (a) In the case of an application under section
103(c) by an eligible individual for & voucher under section
103(d) for & withdrawal from an individual training account
to pay relocation expenses incurred by such employee, no
such application shall be approved by the Secretary of Labor
or any authorized agent of such Secretary unless such Secre-
tary or such agent determines that reimbursement from such
account for such relocation is consistent with the purposes of
this Act and the requirements of this section.

(b) Subject to the dollar limitation contained in section
103(a)(2)(B), the Secretary of Labor or any authorized agent
of such Secretary may approve any application for a voucher
to pay the costs incurred by an eligible individual for moving
costs and such other reasonable costs incidental to the reloca-
tion of such employee which such Secretary or such agent
may designate.

(c) The Secretary of Labor shall by regulation prescribe
procedures governing the manner in which an eligible indi-
vidual may be certified as eligible for relocation expenses

under this section.

[ E-2 ] 20
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(@(1) No application for payment of relocation expenses

of an).' eligible individual shall be approved by the Secretary

of Labor or any suthorized agent of such Secretary for the
relocation of such individual outside the State in which such
individual was last employed before the end of the thirteen-
week period beginning on the date such individual was last
employed.

(2) No application described in paragraph (1) shall be
approved after the end of the thirteen-week period referred to
in such parﬁgraph unless the public employment service of
the State in which an eligible individual was last employed
(or such other agency which the Secretary of Labor has ap-
proved under section 3304(a)(1) of the Internal Revenue
Code of 1954) determines that no employment opportunity
exists within such State in any trade or occupation of such
individual.

(3) In the case of an eligible individual who was last
employed in one State and during such last employment re-

sided in another State—

(A) paragraph (1) shall be applied so as to allow
the payment of relocation expenses for the relocation of
such individual within either such State during the 13-
week period referred to in such paragraph, and

(B) the determination under paragraph (2) shall be
made with respect {o employment opportunities within

oRR XN ]
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both such States before =a application may be ap-

proved for the payment of relocation expenses for the
relocation of such individual to any place outside of
both such States.

INDIVIDUAL TRAINING ACCOUNTS ESTABLISHED AS SEPA-
RATE BOOK ACCOUNTS IN UNEMPLOYMENT TRUST
FUND
SEc. 106. (a) Title IX of the Social Security Act (relat-

ing to miscellaneous provisions relating to employment secu-

rity) is amended by inserting at the end thereof the following
new section:
‘“INDIVIDUAL TRAINING AND RELATED ACCOUNTS
* ESTABLISHED
“Sec. 910. (a)(1) There shall be established in the Un-
employment Trust Fund an individual training account for

the benefit of each individual who elects to participate in a

State individual training account program approved by the

Secretary of Labor in accordance with section 331C of the

Internal Revenue Code of 1954. No more than one such ac-

count shall be established for the benefit of any individual.

Each such account shall be maintained as- a separate book

account in the manner provided in section 904(e).

“(2) Any amount received by the Secretary of the

Treasury as a contribution to an individual training account

shall be deposited in the Fund and, except as provided in

g2
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subsections (b)2) and (c)(2), credited to such account. To the
extent the credit of any such amount to such account would
cause the balance in such account to exceed $4,000, the
amount of such contribution which would create such excess
shall be promptly returned to the contributor of such amount.

“(3) Upon receipt of notification from the Secretary of
Labor of any redemption by any State of any voucher for
training or relocation expenses of an individual for whose
benefit an individual training account has been established,
the Secretary of the Treasury shall—

“(A) debit the individual training account of such
individual for suc!x amount, and
“(B) credit the State individual training account
for such State for such amount.
If the amount of any such redemption exceeds the balance
maintained in such 2ccount and does not exceed $4,000, the
Secretary of the Treasury shall debit the individual training
account insurance account for such excess amount.

“(4) Upon making a determination in accordance with
procedures established pursuant to section 102(b)(2) of the
National Individual Training Account Act of 1985 that any
amount credited to any individual training account is incapa-
ble of being distributed to any person entitled to such distri-
bution under section 108(b) of such Act, the Secretary of the
Treasury shall—
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“(A) transfer such amount from the Fund to the
general fund of the Treasury, and
“(B) debit the account for such amount.

“(b)(1) There is hereby established in the Unemploy-
ment Trust Fund an individual training account administra-
tion account. Such account shall be maintained as a separate
book account in the manner provided in sectior: 904(e).

“(2) Of any amount received by the Secrétery of the
Treasury as & contribution to an individual training account,

percent of such amount shall be credited to the individual
training account administration account.

“(8) Upon receipt of notice from the Secretary of Labor
of any amount determined (in accordance with regulations
promulgated pursuant to section 102(b)(2) of the National In-
dividual Training Account Act of 1985) to be due any State
for assisting such State to administer the individual training
account program in such State, the Secretary of the Treasury
shall—

“(A) debit the individual training account adminis-
tration account for such amount, and

“(B) credit the State individual training account
for such State for such amount.

“(c)(1) There i3 hereby established in the Unemploy-

ment Trust Fund an individual training account insurance ac-

24



W O 3 O Ct P W O =

p—
<

11
12
13
14
15
16
17
18
19
20
21
22
23
24

21

20
count. Such account shall be maintained as a separate book
account in the manner provided in section 904(e).

“(2) Before the end of each fiscal year, the Secretary of
the Treasury shall—

“(A) debit each individual training account for
$25, and

“(B) credit the individual training acco'wt insur-
ance account for such amount.

“(d)(1) There shall be established in the Unemployment
Trust Fund a State individual training account for each State
which participates in the national individual training account
program. Bach such account shall be maintained as a sepa-
rate book account in the manner provided in section 904(e).

“(2) At Jeast once during each quarter of each fiscal
year (or upon the receipt of a request for payment from the
Governor or other chief executive of any State), the Secre-
tary of the Treasury shall—

‘“(A) out of any amount on depo:it in the Fund,
pay to each State for which a State account has been
established under paragraph (1) (or, in the case of any
such request, such State) an amount equal to the bal-
ance in the State account for such State, and

“(B) debit such State account for such amount.”.‘

(b) Subsection (e) of section 904 of the Social Security

25 Act is amended by striking out “and the railroad unemploy-
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ment insurance administration fund” and inserting in lieu
thereof “the railroad unemployment insurance administration
fund, the individual training account administration account,
the individual training insurance account, each individual
training account, and each State individual trammg account”.
TITLE I—AMENDMENTS TO0 THE INTERNAL
REVENUE CODE OF 1954 RELATING TO INDI-

VIDUAL TRAINING ACCOUNTS
SEC. 201. APPROVED STATE INDIVIDUAL TRAINING ACCOUNT
PROGRAM REQUIRED FOR APPROVAL OF
STATE UNEMPLOYMENT COMPENSATION LAWS.
(2) In GENERAL.—Subsection (a) of section 3304 of the
Internal Revenue Code of 1954 (velating to approval of State
laws) is amended by redesignating paragraph (18) as pare-
graph (19) and inserting after paragraph (17) the following

new paragraph:

“(18) a State individual training account program.

which has been approved by the Secrstary of Labor

under section 8310 is in effect in such State; and"”.

(b) CoNFOrRMING AMENDMENT.—Paragraph (17) of
such subsection (a) of such section 3304 is amended by strik-
ing out “and” at the end thereof.

(c) ErrecTivE DaTE. —The amendments made by this
section shall apply to certifications of State laws for 1986

and subsequent years.
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SEC. 202. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM

REQUIREMENTS.

ka) IN GENERAL.—Chapter 28 of the Internal Revenue
Code of 1954 (relating to the Federal Unemployment Tax
Act) is amended by redesignating sections 8310 and 3811 as
sections 3311 and 8812, respectively, and by inserting after
section 3309 the following new section:

“SEC. 3310. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM
REQUIREMENTS,

“The Secretary of Labor shall approve the individual
training account program of any State which he finds meets
the following requirements:

“(1) The public employment agency of such State
is authorized and required under the law of such State
to act as the agent of the Secretary of Labor with re-
spect to the administration of the National Indivjdual
Training Account Act of 1985 to the extent required
by such Act and any regulation promulgated by such
Secretary pursuant to such Act.

“(2) All public employment offices ((;; such other
sgency which the Secretary of Labur has approved
under gection 3304(a)(1)) in such Stete shall accept
money for deposit in an individual training account.

“(8) Partic’pation in such program shall be volun-

tary and open to any employee covered under the un-

3R
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employment compensation laws of such State and the
employer of such employee.

“(4) An individual training accourt shall be estab-
lished under such program only if the employee for
whose benefit such account is established and the em-
ployer of such employee each agree to contribute to
such account, in each calendar year during which such
account is maintained, a minimum of—

“(A) $250, or
“(B) an amount equal to 0.8 percent of the
wages paid by such employer to such employee
during such calendar year,
whichever is less, subject to the limitation contained in
ection 910(a)(2) of the Social Security Act with re-
spect to accounts which have a balance of $4,000 or
more.

“(5) Any voucher for training or relocation ex-
penses presented to any public employment office (or
such other agency which the Secretary of Labor has
approved under section 3304(a)(1)) in such State by the
person who provided the service for which such ex-
penses were incurred shall be paid by such State sub-
ject to reimbursement from the State individual train-

ing account for such State in the Unemployment Trust
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Fund in accordance with section 910(d)(2) of the Social ’;
Security Act. o

“(6) No application by any individual for a vouch-
er for training or relocation expenses shall be accepted
unless such individual has received individual counsel-
ing from any public employment office (or such other
agency which the Secretary of Labor has approved
under section 3304(a)(1)) with respect to seeking

© @O AR T W NN =

employment,

10 “(7) Such State shall provide such cooperation to
11 other States as may be necessary to administer the
12 National Individual Training Account Act of 1985.”

18 (b) TecHNICAL AND CONFORMING AMENDMENT.——

14 Subsection (j) of section 3305 of such Code is amended by

15 striking out “section 3810” and inserting in lieu thereof
16 ‘‘section 8311". '

17 (c) CLERICAI, AMENDMENT.—The table of sections for

18 such cfmpter 23 is amended by redesignating the items relat-

19 ing to sections 3310 and 3311 as sections 3311 and 3312,

20 respectively, and by inserting after the item relating to sec-

21 tion 3309 the following new item:

“Sec. 3310. State individual training sccount programs.”

22 (@) EFrFeOTIVE DATE.—The amendments made by this

23 section shall take effect on the date of the enactment of this
Act.




26

25

SEC. 203. DEDUCTION ALLOWED FOR CONTRIBUTION TO INDI-
VIDUAL TRAINING ACCOUNT.

(a) In GeNERAL.—Part VI of subchapter B of chapter

1 of the Internal Revenue Code of 1954 (relating to itemized

adding at the end thereof the following new section:

b

2

3

4

5 deductions for individuals and corporations) is amended by
6

7 “SEC. 197. CONTRIBUTIONS TO INDIVIDUAL TRAINING
8
9

ACCOUNT.
“(a) DEDUCTION ALLOWED.—
10 “(1) EmMpLOYEE.—In the case of an employee,
11 there shall be allowed as a deduction an amount equal
12 to the sum of the contributions paid or incurred by the
13 taxpayer in the calendar year in which the taxable
14 year of the taxpayer begins to an individual training
15 account esteblished for the benefit of such employee in

16 the Unemployment Trust Fund in accordance with sec-
17 tion 910(a) of the Social Security Act.

18 “(2) EMpLOYER.—In the case of an employer,
19 there shall be allowed as a deduction an amount equal
20 to 125 percent of the sum of the contributions paid or
21 incurred by the taxpayer in the calendar year in which

22 the taxable year of the taxpayer begins to an individual
23 training account established for the benefit of any em-
24 ployee of such employer in the Unemployment Trust
25 Fund in accordance with section 910{a) of the Social
26 Security Act.
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“(b) LiMITATION ON CONTRIBUTION IN EXCESS OF
MaxiMum AccOuNT BALANCE.—No deduction shall be al-
lowed under subsection (a)(1) or subsection (a)(2) for any con-
tribution to an individual training account to the extert such
contribution would cause the balance in such account to
exceed $4,000.
“(c) SPECIAL RULES.—
“(1) AMOUNTS INCLUDED IN CONTRIBUTION.—
The amount of any contribution for which a deduction
is allowable under subsection (a) includes—
“(A) the amount credited to the individual
training account administration account in accord-
ance with section 910(b)(2) of the Social Security
Act, and
“(B) the amount credited to the individual
training account insurance account in accordance
with section 910{(c}(2) of such Act,
with respect to such contribution.

‘(2) DISALLOWANCE OF ANY OTHEE DEDUCTION
FOR CONTRIBUTION TO INDIVIDUAL TRAINING AC-
cOUNT.—No deduction otherwise allowable under any
other provision of this title shall be allowed with re-
spect to contributions by an employer to an individual

training account.

g1
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“(d) CarrYOVER oF UNUSED DEDUCTIONS FOR EM-
PLOYERS.—If the sum of any amounts allowable as & deduc-
tion under subsection (a)(2) to any employer for any taxable
year exceeds the taxable income of such employer for such
taxable year (hereinafter referred to in this subsection as the
‘unused deduction year’), such excess shall be—

‘1) a training account deduction carryback to
each of the 3 taxable years preceding such unused de-
duction year, and

‘2) a training account deduction carryforward to
each of the 3 taxable years following such unused de-
duction year.

The entire amount of the unused deduction for an unused
deduction year shall be carried to the earliest of the 6 taxable
years to which (by reason of the preceding sentence) such
unused deduction may be carried and then to each of the
other 5 taxable years to the extent that such unused deduc-
tion exceeds taxable income for a preceding taxable year to
which such unused deduction may be carried. If any portion
of such unused deduction is & carryback to a taxable year
beginning before the effective date of this section, this section
shall be deemed to have been in effect for such taxable year
for the purpose of allowing such carryback as a deduction
under this section.

“(e) Tax TREATMENT OF DISTRIBUTIONS.—

-32
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“(1) IN GENEBAL.—Any amount paid or distrib-

" uted out of an individual training account shall be in-

cluded in gross income of the payee or distributee for
the taxable year in which the payment or distribution

is received to the extent that such amount represents

the return of contributions by such payee or distributee
to such accoun' for which a deduction was allowed
under subsection (a), including interest accrued in such
account and attributehle to any such contribution.

‘(2) DISTRIBUTION USED TO PAY TRAINING OR
RELOCATION EXPENSE3.—Paragraph (1) shall not
apply to any payment or distribution out of an individ-
ual training account to the extent such payment or dis-
tribution is used to pay training or relocation expenses
approved by the Secretary of Labor (or an authorized
agent of such Secretary) with respect to the employee
for whose benefit such account hus been established.

“(3) EXCESS CONTRIBUTIONS RETUENED
BEFORE DUE DATE OF RETUERN.—Paragraph (1) shall
not apply to the distribution of any contribution paid by
any person in any calendar year to an individual train-
ing account to the extent that such contribution ex-
ceeds the amount of the limitation contained in subsec-
tion (b) with respect to any contribution o such ac-

count if—

.33
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“(A) such distribution is received on or
before the day prescribed by law (including exten-
sions of time) for filing such person’s return of
income for the taxable year which began in such
calendar year,
“(B) no deduction is allowed under subsec-
tion (a) with respect to such excess contribution,
and
(C) such distribution is accompanied by the
amount of net income attributable to such excess
contributior.
Any net income described in subparagraph (C) shall be
included in the gross income of the person for the tax-
able year which began in the calendar year in which
such excess contribution was made.

“(4) DENIAL OF DOUBLE BENEFIT.—No deduc-

tion shall be allowed under section 217(a) for costs in-

curred by any employee described in paragraph (2) of

this section to the extent that such costs were paid by
sach employee with the proceeds of any payment or
distribution to which such paragraph (2) applies.
“(f) DEFINITIONS.—For purposes of this section-—

‘(1) TRAINING EXPENSES DEFINED.—The term

‘training expenses’ means—

-84
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“(A) tuition and fees required for the enroll-
ment or attendance of an employee in an eligible
training program, and
“(B) books, supplies, or equipment required
for enrollment in such program and supplied
through such program.

“(2) ELIGIBLE TRAINING PROGRAM DEFINED.—
The term ‘eligible training program’ means a training
program approved by the Secretary of Labor under
section 104(b) of the National Individual Training Ac-
count Act of 1985.

“(8) RELOCATION EXPENSES DEFINED.—The
term ‘relocation expenses’ means any expense de-
seribed in section 217(b) which has been approved by
the Secretary of Labor (or an authorized agent of such
Secretary) under section 105(b) of the National Indi- -
vidual Training Account Act of 1985.

“(4) EMPLOYER DEFINED.—The term ‘employer’
has the meaning given to such term by section
3306(a).

“(5) EMPLOYEE DEFINED.—The term ‘employee’
has the meaning given to such term by section
3306().”

(b) CLERICAL AMENDMENT.—The table of sections for

25 part VI of subchapter B of chapter 1 of such Code is amend-

.185
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ed by inserting after the item relating to section 196 the

following new item:

“Sec. 197. Contribution to individusl training account.”

(c) EFFECTIVE DATE.—The amendments made by this

section shall apply to contributions to individual training ac-

counts made after December 31, 1984, in taxable years

ending after such date.

SEC. 204. NO REDUCTION IN FEDERAL UNEMPLOYMENT TAX
IN CASE OF LARGE EMPLOYER WHO REFUSES
TO PARTICIPATE IN PROGRAM.

(a) IN GENERAL.—Chapter 23 of the Internal Revenue
Code of 1954 (relating to the Federal Unemployment Tax
Act) is amended by inserting after section 3303 the following
new section:

“SEC. 3303A. NO REDUCTION IN TAX IN CASE OF LARGE EM-
PLOYER WHO REFUSFS TO PARTICIPATE IN NA-
TIONAL INDIVIDUAL TRAINING ACCOUNT
PROGRAM.

“(a) IN GENERAL.—In the case of any large employer
which refuses to enter into an agreement described in section
3310(4) at the request of any employee in any calendar year
with respect to which such employer would otherwise be ‘sub-
ject to the tax imposed under section 3301 at the rate de-
scribed in paragraph (2) of such subsection, such employer
shall be subject to such tax with respect to such calendar

year at the rate described in paragraph (1) of such section.

.86
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“(b) LarGE EMPLOYER DEFINED.—For purposes of

subsection (a), the term ‘large employer’ means any employer

(within the meaning given such term by section 3306(a))

which during the calendar year employed an average of not
less than 25 employees.”

(b) CLERICAL AMENDMENT.—The table of sections for
such chapter 23 is amended by inserting after the item relat-

ing to section 3303 the following new item:

“Sec. 3303A. No reduction in tax in cass of large employer who re-
fuses to participate in national individual training ac-
count program.”

(c) EFFecTIVE DATE.—The amendments made by sub-
sections (a) and (b) shall apply to calendar years beginning
after December 31, 1986.

(@) APPROPRIATION OF AMOUNTS ATTRIBUTABLE TO

THE OPERATION OF SECTION 3303A(a) OF SucH CODE.—
For the expense of administering the Federal-State employ-
ment service, there i3 hereby appropriated to the Secretary of
Labor for each fiscal year ending after January 1, 1986, an
amount determined by the Secretary of the Treasury to be
equivalent to  percent of the amounts received in the gen-
eral fund in the Treasury which are attributable to the oper-
ation of section 3303A(a) of the Federal Unemployment Tax
Act (relating to denial of reduction in tax rate in case of large
employer who refuses to participate in the national individual
training account program).
o) “
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To provide incentives for worker training through both employer and individual
initiative and to requirs the Secretary of Labor to study the feasibility and
cost of & national job bank. i

I THE HOUSE OF REPRESENTATIVES

FeBruary 21, 1985
Mrs. Jouneon (for heseelf, Mr. CLinGEx, Ms. KAPTUR, Mr. Foxrp of Tennessoe,
M. BeREUTER, Mr. Duan, drs. CoLuins, Mr. Contr, Mr. Cougurin, Mr.
DeWimve, Mr. Emxrson, Mr. FauntROY, Mr. Fisrps, Mr. Fisu, Mr.
Gagrcia, Mr. HortoN, Mr. LagomaxsiNo, Mr. Lxacr of Iowa, Mr.
McDape, Mrs. MAsTIN of Illinois, Mr. MOK®RNAN, Mr. McKINNEY, Mr.
Micuey, Mr. Moopy, Mr. MozgisoN of Washington, Mr. NIELSON of Utah,
Ms. Oaxax, Mr, Broos, Mr. Bose, Mr. Rowranp of Connecticut, My,
Snxows, Mr. SToxss, and Mr. WEBER) introduced the following bill; which
was referred jointly to the Committees on Education and Labor and Ways |
and Means |

A BILL

To provide incentives for worker training through both employer |
and individusl initiative and to require the Secretary of
Labor to study the feasibility and cost of a national job
bank, *

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
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1 SHORT TITLE _
: 2 SecTioN 1. This Act may be cited as the “National
' 8 Training Incentives Act of 1985".
, 4 CONGRESSIONAL DECLARATION OF POLICY
5 Sec. 2. The Congress declares that it is the continuing
6 policy and responsibility of the Federal Government to foster
7 cooperation between employers and employees in order to _
8 promote training l;mgrams ‘which will assist employees,
9 should they be displaced from the work force, to be trained
10 for a trade or ocoupation for which employment opportunities
11 exist and are likely to continue to exist in the future.
12 CONGRESSIONAL FINDINGS
18 Skc. 8. The Congress finds that—
14 (1) existing employment and training programs
15 are directed primarily to economically and culturally
16 disadvantaged individuals and do not address the needs
17 of vast numbers of individuals who are currently em-
18 ployed but who will need to be trained for a trade or
19 occupation other than the trade or occupation in which
\ 20 they are currently employed if they are to remain em-
21 ployed throughout their working lifetime;
\ 22 (2) the continued security and economie vitality of
23 the Nation requires the maintenance of a skilled work
24 force, now and in the future, and a continuing increase
25 in the productivity of such work force;
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1 (8) the Federal job training programs currently in
2 effect are subject to and dependent upon annual con-
8 gressional appiopristion of funds and cannot adequately
4 provide in a reliable and timely manner all of the skills
5 training opportunities which will be required to meet
(i the future demands of the econor;xy; .

7 (4) changing international trade patterns and the
8 consequences of strong organized foreign competition
9 with United States goods and services have compelled
10 many domestic businesses to diversify and to close
11 down primary industrial production operations and fa-
12 cilities which, in turn, has displaced large numbers of

18 workers previously employed in such operations; and

14 (5) the unemployment compensation system, cur-
15 rently in disarray due to & prolonged economic reces-
16 sion, is becoming an increasingly unreliable means for
17 easing -the hardships imposed on unemployed workers,
18 especially those who have experienced prolonged un-
19 employment due to a general decline in the industry in

20 which they were employed.
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TITLE I—AMENDMENTS TO INTERNAL REVENUE

CODE OF 195¢ RELATING TO EMPLOYEE

TRAINING
SEC. 101. CREDIT FOR INCREASING EMPLOYEE TRAINING EX-

PENSES,

(2) CrEDIT ALLOWED.—Subsection (b) of section 38 of
the Internal Revenue Code of 1954 (relating to general busi-
ness credits) is amended—

(1) by adding at the end thereof the followin-g new
paragraph:
“(5) the employee training credit determined

under section 42.”, .

(2) by striking out “plus” at the end of paragraph

(3), and

(8) by striking out the period at the end of pare~
graph (4) and inserting in lieu thereof “, plus”.

(b) DETERMINATION OF AMOUNT.—Subpart D of part
IV of subchapter A of chapter 1 of the Internal Revenue
Code of 1954 (relating to credits allowable against tax) is
amended by adding at the end thereof the following new sec-

tion:

5 “SEC. 42. EMPLOYEE TRAINING CREDIT.

“(a) AMOUNT OF EMPLOYEE TRAINING CREDIT.—For
purposes of section 38, the amount of the employee training

credit determined under this section for any taxable year

oR 1219 N
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1 shall be an amount equal to 25 percent of the excess, if any,
2 of—
3 “(1) the qualified training expenses of the taxpay-
er for such taxable year, over

“(2) the base period training expenses of such tax-
payer. )
“(b) Qbummn TraNiNG ExpENSES DEFINED.—For

purposes of this section—

© 0 a2 OO ot

“() In ceNeRAL.—The term ‘qualified training
10 expenses’ means the aggregate amount of expenses

11 paid or incurred by the taxpayer during the taxable

12 year in connection with the training of employees
13 under approved training programs.

14 “(2) APPROVED TRAINING PROGRAMS.—The
15 term ‘approved training program’ means—

16 “(A) any apprenticeship program registered
17 with or approved by any Federal or State agency
18 or department,

19 “(B) any employer-designed or employer-
20 sponsored program which meets such minimum
21 requirements with respect to supervised on-the-job
22 experience and classroom instruction as the Secre-
23 tary of Labor shall prescribe by regulations,

oR 121y N 4'2
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1 “(C) any cooperative education (within the
. 2 meaning given to such term by section 521(7) of
38 the Carl D. Perkins Vocational Education Act),
. 4 “(D) any training program designated by the
5 Secretary of Labor which is carried out under the
6 " supervision of an institution of higher education
7 (within the meaning given to such term by section
8 1201(a) of the Higher Education Act of 1965), or
9 “(E) any other program for improving job
10 skills directly related to employment which the
11 Secretary of Labor may approve under regulations
12 prescribed by such Secretary.
13 “(c) BASE PrRI0D TRAINING ExPENSES DEFINED.—
14 For purposes of this section—
15 “(1) IN oeNERAL.—The term ‘base period train-
16 ing expenses’ means the average of the qualified triin-
17 ing expenses for each year in the base period.
18 “(2) BASE PERIOD DEFINED.—
19 “(A) In GENBRAL.—The term ‘bnse period’
. 20 meauns the 5 taxable years of the taxpayer imme-
21 diately preceding the taxable year for which the
, 22 determination is being made (hereinafter in this
23 subsection referred to as the ‘determination year’).
24 “(B) TRANSITIONAL RULES.—Subparagraph
25 (A) shall be applied—

oR 1219
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“@) by substituting ‘first taxable year’
for ‘5 taxable years' in the case of the first
determination year beginning after December

31, 1984,

“@i) by substituting ‘2’ for ‘0’ in the
case of the second determination year begin-
ning after December 31, 1984,

“(iii) by substituting ‘3’ for ‘5’ in the
case of the third determination year begin-
ning after December 31, 1984, and

“@v) by substituting ‘4’ for ‘5’ in the
case of the fourth determination year begin-
ning after December 31, 1984. ' N

‘(8) MINIMUM BASE PERIOD 'rn.u:NINm EX-

y
PENSES.—In the case of any determination year df the

taxpayer for which the qualified training expenses

exceed 200 percent of the base period training ex-

penses, subsection (a)2) shall be applied by substituting

‘60 percent of such qualified training expenses’ for ‘the

base period training expenses’.

“Yd) SeeciaL Runes.—For purposes of this section—
“(1) AGGREGATION OF QUALIFIED TRAINING EX-

PENSES.,~—
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“(Ay CONTROLLED GROUP OF CORPORA-
TIONS.—In determining the amount of the credit
under this section—

(i) all members of the same controlled

group of corporations shall be treated as a

single taxpayer, and

“(ii) the credit (if any) allowable by this

section to each such member shall be its pro-

W O 3 O Ot A W N

portionate share of the increase in qualified

[y
<

training expenses giving rise to the credit.

[
[

“(B) CoMMON CONTROL.—Under regula-

[y
[

tions prescribed by the Secretary, in determining

[y
w

the amount of the credit under this section—

[y
Iy

“(i) all trades or businesses (whether or

[y
ot

not incorporated) which are under common

Pt
(2]

control shall be treated as a single taxpayer,

Pt
-3

and
“(ii) the credit (if any) allowable by this

section to each such trade or business shall

| I
[~ T -~ - -

be its proportionate share of the increase in

|
Pt

qualified training expenses giving rise to the

|
35

credit.

[\
w

The regulations prescribed under this subpara-

|4
-~

graph shall be based on principles similar to the
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principles which apply in the case of subparagraph

(A).
“(2) ALLOCATIONS.—

“(A) PASSTHROUGH IN THE CASE OF ES-
TATES AND TRUSTS.—Under regulations - pre-
scribed by the Secretary, rules similar to the rules
of subsection (d) of section 52 shall apply.

“(B) ALLOCATION IN THE CASE OF PART-
NERSHIPS.—In the case of partnerships, the
credit shall be allocated among partners under
regulations prescribed by the Secretary.

“(8) ADJUSTMENTS FOR CERTAIN ACQUISITIONS,

ETC.—Under regulations prescribed by the Secre-

tm-y._.

“(A) AcquisimioNs.—If, after December
81, 1984, a taxpayer acquires the major portion
of a trade or business of another person (herein-
after in this paragraph referred to as the ‘prede-
cessor’) or the major portion of a separate unit of
a trade or business of & predecessor, then, for pur-
poses of applying this section for any taxable year
ending after such acquisition, the amount of quali-
fied training expenses paid or incurred by the tax-
payer during periods before such acquisition shall

be increased by so much of such expenses paid or

HR 1219 IH—2
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incurred by the predecessor with respect to the
acquired trade or business as is attributable to the
portion of such trade or business or separate unit
acquired by the taxpayer.
*“(B) DisposiTioNs.—If, after December 31,
1984—

“@) a taxpayer disposes of the major
portion of any trade or business or the major
portion of a separate unit of a trade or busi-
ness in a transaction to which subparagraph
(A) applies, and

“(ii) the taxpayer furnished the acquir-
ing person such information as is necessary
for the application of subparagraph (A),

then, for purposes of applying this section for any
taxable year ending after such disposition, the
amount of qualified training expenses paid or in-
curred by the texpayer during periods before such
disposition shall be decreased by so much of such
expenses as i attributable to the portion of such
trade or business or separate unit disposed of by
the taxpayer.

“(4) SHORT TAXABLE YEARS.—In the case of

any short taxable year, qualified training expenses shall

47
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be annualized in such circumstances and under such
methods as the Secretary may prescribe by regulations. .
*(5) CONTROLLED GEROUP OF CORPORATIONS DE-
FINED.—The term ‘controlled group of corporations’
. has the same meaning given to such term by section

1563(a), except that—

“(A) ‘more than 50 percent’ shall be substi-
tuted for ‘at least 80 percent’ each place it ap-
pears in section 1568(a)(1), and

“(B) the determination shall be made without
regard to subsections (a)(4) and (e)(3)(C) of section
1568.

“(e) ADDITIONAL BENEFIT.—The credit allowable
under this section with respect to qualified training expenses
of the taxpayer shall be in addition to any deduction or credit
allowed the taxpayer under any other provision of this chap-
ter with respect to such expenses."’

(c) CreRICAL AMENDMENT.—The table of sections for
subpart A of part IV of subchapter A of chapter 1 of such
Code is amended by adding at the end thereof the following
new item:

“Sec. 42. Employee training credit.”

(1) EFFECTIVE DATE.—The amendments made by this
scction shall apply to taxable years beginning after December
81, 1984.

oR 1219
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SECTION 102. NO ADDITIONAL TAX ON EARLY WITHDRAWALS

FROM AN INDIVIDUAL RETIREMENT ACCOUNT
" BY DISPLACED WORKERS.

(a) IN GENERAL.—Subsection (f) of section 408 of the
Internal Revenue Code of 1954 (relating to additional tax on
certain amounts included in gross income before age 59%) is
amended by inserting at the end thereof the following new
paragraph:

“(4) Paragraph (1) shall not apply to an amount

© ©® DG B W N

[y
o

paid or distributed on behalf of a taxpayer who is a

11 displaced worker to the extent—

12 “(A) the amount paid or distributed does not
13 exceed the qualified amount,

14 “(B) the payment or distribution is used to
15 pay training expenses incurred by the taxpayer,
16 and

117 “(C) the payment or distribution is made in

i 18 the manner required under subsection (0)(4).”.
‘ 19 (b) ErreorvE DATE.—The amendment made by sub- ‘
20 section (a) shall apply to any payment or distribution from an
21 individual retirement account or an individual retirement an-
;‘ 22 nuity which is included in gross income for anv taxable year

23 beginning after December 31, 1984.
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SEC. 103. SPECIAL RULES FOR EARLY WITHDRAWALS FROM

INDIVIDUAL RETIREMENT ACCOUNTS BY DIS-
PLACED WORKERS.

() In GENERAL.—Such section 408 of such Code (re-

lating to individual retirement accounts) is amended by redes-

1gnatmg subsection (o) as subsection (p) and by inserting after

subsection (n) the following new subsection:

“(0) D18TRIBUTIONS BEFORE AGE 59% FOR TRAIN-

ING DisPLACED WORKERS.—For purposes of subsection

(49—

‘(1) DISPLACED WORKER DEFINED.—The term

‘displaced worker’ means any individual who—

om 121y N

‘*(A) has at least 20 quarters of coverage
under ‘title I of the Social Security Act on the
date such individual applies for certification as a
displaced worker under section 201(a) of the Na-
tioqal Training Incentives Act of 1985;

“(B) has, within the 1-year period ending on
such date, received counseling relating to seeking
employment from any public employment office of
any State (or such other agency as the Secretary
of Labor has approved under section 3304(2)(1));
and

“(0)(i) is, on such date, receiving (or is eligi-
ble to receive) regular compensation under the un-

employment compensation law of such State,
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1 “(ii) has, on or before such date, exhausted
2 all right to receive regular compensation under
3 the unemployment compensation law of such
4 State in the most recent benefit year of such indi-
5 vidual,

6 - “(iii) has, on or before such date, become un-
7 employed (or has received notice from his or her
8 employer that his or her employment with such
9 eraployer will be terminated within 6 months of
10 such notice) as a result of the permanent closure
il of the plant or facility of such employer where
12 such individual is or was employed, or

13 “(iv) has, as of such date, been unemployed
14 for 6 months or more and has limited opportunity
15 for employment (for any reason, including the age
16 of such individual) in the same or any similar
17 trade or occupation in which such individual was
18 employed within a reasonable commuting distance
19 from the principal residence of such individusl.
20 “(2) TRAINING EXPENSES DEFINED.—The term
21 ‘training expenses’ means any expense for—

22 “(A) tuition or fees required for the enroll-
28 ment of or attendance by the taxpayer in any pro-
24 gram which the Secretary of Labor has deter-
25 mined to be an eligible training program under

ol 121 M
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gection 208 of the National Training Incentives

Act of 1985, and

“B) the purchase or use of any books, sup-
plies, or equipment which are directly related to
participation by the texpayer in such training pro-
gram and are supplied through such program.

“(3) QUALIFIED AMOUNT DEFINED.—The term
‘qualified amount’ megns, with respect to any taxable
year of any displaced worker—

“(A) $4,000 increased by an amount equal to
$4,000 multiplied by the cost-of-living adjustment

(as defined in section 1(f)(8)) for the calendar year

in which the taxable year begins, minus

“(B) the aggregate of the smounts distribut-
ed in each of the 4 taxable years immediately pre-
ceding such taxable year from any individusl re-
tirement account or an individual retirement annu-
ity to pay any training expenses of the individual
for whose benefit such account or annuity was es-
tablished.
If the amount determined under subparagraph (A) is
not a multiple of $10, such amount shall be rounded to
the next nearest multiple of $10 (or if such amount isa
multiple of $5, such amount shall be increased to the
next highest multiple of $10).
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‘“(4) MANNER OF DISTRIBUTION.—No payment

or distribution from an individual retirement account or

an individual retirement annuity shall qualify for the

exemption from additional taxation under subsection

H@

unless such payment or distribution—

“(A) was initiated (upon application by the
taxpayer for whose benefit such account or annu-
ity was established) through the use of a voucher
issued in accordance with section 202 of the Na-
tional Training Incentives Act of 1985 by the
trustes of such account or the insurance company
which issued such annuity, and

“(B) was made by such trustee or company
by redeeming the voucher upon presentation by
the person who provided the training for which
the training expenses were incurred by the tax-

payer.”

(b) ErrecTIVE DATE.—The amendment made by sub-

19 section (a) shall apply to any payment or distribution from an

20 individual retirement account or an individual retirement an-

21 nuity which is included in gross income for any taxable year

22 beginning after December 31, 1984.

om 1219 N
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TITLE II—WITHDRAWALS FROM INDIVIDUAL

RETIREMENT ACCOUNTS AND ANNUITIES

FOR JOB TRAINING FOR DISPLACED WORK-

ERS

CERTIFICATION OF UNEMPLOYED INDIVIDUAL AS

DISPLACED WORKER

Sec. 201. (a) Any individual who becomes a displaced
worker may apply to the Secretary of Labor (hereinafter in
this title referred to as the “‘Secretary”) through any local
office of the United States Employment Service or, to the
extent authorized by the law of any State, any public em-
ployment office of such State (or such other ageucy as the
Secretary has approved under section 3304(s)(1) of the Fed-
eral Unemployment Tax Act) for a certificate (in such form
as the Secretary shall by regulation prescribe) certifying that
such individual is a displaced worker.

(b) For puiposes of this title, the term “displaced
worker”’ means any individual who—

(1) has, as of the date such individual applies for
certification as a displaced worker under subsection (a),
at least twenty quarters of coverage under title IT of
the Social Security Act;

(2) has, within the one-year period ending on such
date, received counseling relating to seeking employ-

ment from any public employment office of any State

[} ghth |
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(or such other agency as the Secretary has approved
under section 3804(a)1) of the Federal Unemployment
Tax Act); and

\3)(A) is, on such date, receiving (or is eligible tc
receive) regular compensation under the unemployment
compensation law of such State,

~ (B) has, on or before such date, exhausted all
right to receive regular compensation under the unem-
ployment compensation law of such State in the most
recent benefit year of such individual,

(C) has, on or before such date, become unem-
ployed (or has received notice from his or her t;mployer
that his or her employment with svch employer will be
terminated within six months of such notice) as'a result
of the permanent closure of the plant or facility of such
employer where such individual is or was employed, or

(D) has, as of such date, been unemployed for six
months or more and has limited opportunity for em-
ployment (for any reason, including the age of such in-
dividual) within a reasonable commuting distance from
the principal resider.lce of such individual in the same
or any similar trade or occupation in which such indi-

vidual was employed.
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WITHDEAWALS FROM INDIVIDUAL RETIREMENT ACCOUNTS
AND ANNUITIES TO PAY TRAINING EXPENSES
SEC. 202. (a)(1) Any displaced worker may withdraw,
in the manner provided in subsection (b), an amount not to
exceed the qualified amount from any individual retirement
account or any individual retirement annuity established for

the benefit of such worker to pay any training expenses in-

.curred by such individual for training in a new trade or occu-

pation of such individual.

(2) For purposes of this subsection, the term “qualified
amount” means, with respect to any taxable year of any dis-
placéd worker—

(A) $4,000 increased by the cost-of-living adjust-
ment (as defined in section 1(f)(3) of the Internal Reve-
nue Code of 1954) for the calendar year in which the
taxable year begins, minus

(B) the aggregate of the amounts distributed in
each of the four taxable years immediately preceding
such taxable year from any individual retirement ac-
count or an individual retirement annuity to pay any
training expenses of the individual for whose benefit
such account or annuity was established.

If the amount determined under subparagraph (A) is not a
multiple of $10, such amount shall be rounded to the next

nearest multiple of $10 (or if such amount is a muitiple of $5,

ol 219 In
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such amount shall be increased to the next highest multiple of
$10).

(b)(1) Any withdrawal from an individual retirement ac-
count or individual retirement annuity for payment of training
expenses pursuant to this section may be made only through
the flsc; of a voucher issued by the trustee of the account (or
the custodian in the case of a custodian treated as a trustee
under section 408(h) of the Internal Revenue Code of 1954)
or the insurance company which is a party to the annuity
contract relating to such individual retirement annuity.

(2) A voucher may be issued by a trustee or company
under paragraph (1) only upon presentation to such trustee or
company, by the displaced worker for whose benefit such ac-
count or annuity was established of—

(A) a certificate issued to such worker in accord-
ance with section 201, and

(B) an invoice or statement to such trustee or
company from a qualified institution containing—

() evidence that such worker has enrolled in
an eligible training program in such institution,

(i) the amount which such worker has
become obligated to pay for such training by
virtue of such enrollment, and

(iii) such other information as the Secretary

or such trustee or company may require.

eRr 1Y N

57"

W .



© O 1 O Gt o W b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

. b4

21

(3) Any voucher issued pursuant to this section by the
trustee of an individual‘ retirement account or the insurance
company which is a party to an annuity contract relating to
an individual retirement annuity may be delivered to the dis-
placed worker for whose benefit such account or annuity was
established but shall be payable only to the institution re-
ferred to in paragraph (2)(B). Such trustee or company shall
redeem the voucher upon presentment by suck institution.

(4) In the case of any redemption by any trustee or in-
gurance company under paragraph (3) of & voucher issued for
the benefit of a displaced worker for an amount in excess of
the amount—

(A) to which such displaced worker was entitled
under this section, or
(B) of the actual cost of the training expenses pro-

_vided by the institution referred to in paragraph (2)(B)

to such worker,
such excess amount shall be repaid by such displeced worker
or such institution, as the case may be, to such trustee or
insurance company and credited to the individual retirement
account or the individual retirement annuity from which such
excess amount was distributed.

(c)(1) Notwithstanding any other provision of law, no
penalty (for early withdrawal) shall be assessed by any depos- -
itary institution against a displaced worker or against any

N

oR 124 N
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individual retirement account or individual retirement annuity
established for the benefit of such worker by virtue of any
distribution from such account or anmuity for payment of
training expenses of such worker in accordance with this
title.

(2) To the extent any amount paid or distributed from
an individual retirement account or an individual retirement
annuity to pay training expenses is attributable to a contribu-
tion to such account or for such annuity which was guaran-
teed a rate of return on the basis of a fixed period of invest-
ment which had not ended on the date of such payment or
distribution, the trustee or the insurance company, as the
case may be, may make an adjustment in the rate of return
on such investment. The adjusted rate of investment shall be
determined as of the date of such contribution on the basis of
the rate of return which would have been paid on the same
investment for the period beginning on the date of such con-
tribution and ending on the date of such payment or distribu~
tion.

(d)(1) For purposes of any State law relating to unem-
ployment compensation which is required to conform to the
requirements of subsection (a)(8) of section 3804 of the Fed-
eral Unemployment: Tax Act (relating to approval of State
unemployment laws), participation by a displaced worker in
an eligible training program at a qualified institution shall be

OR 1219 M
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treated as being in training with the approval of the State
agency within the meaning of such subsection (a)(8).
(2) No displaced worker who is otherwise eligible for
any payment in the nature of unemployment compensation r’
under any Federal law shall be denied such payment solely
because such worker is in training in an eligible training pro-
gram at a qualified institution.

ELIGIBLE TRAINING PROGRAMS; TRAINING EXPENSES

© @ 3 O Ot b W N e

SEc. 203. (a) For purposes of this title—
10 (1) the term “eligible training program” means a
11 training program—

12 (A) offered by a qualified institution to pre-
13 pare students for gainful employment in a trade or
14 occupation in which the Secretary has determined |
<
15 employment opportunities exist and will continue ;
16 to exist, and 1
17 (B) recognized by the Secretary as an eligi- 1
18 ble training program in accordence with subsec- l
19 tion (b); 3
20 (2) the term “training expenses”” means— »
21 (A) any tuition or fees required fc- the en-
22 rollment of, or attendance by, any displaced ‘]
23 person in an eligible training program at a quali- |
24 fied institution, and

oR 1219 1
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1 (B) any expenses for the purchase or use of
" 2 any books, supplies, or equipment which are di-
3 rectly related to participation by such displaced
x 4 worker in such training program and are supplied
5 through such program; and
6 (3) the term “‘qualified institution” means—
7 (A) an institution of higher education (within :
8 ‘the meaning given to such term by section 1201
9 of the Higher Education Act of 1965);
10 (B) a postsecondary vocational institution
11 (within the meaning given to such term by section
12 481(c) of such Act);
18 (C) a proprietary institution of higher educa-
14 tion (within the meaning given to such term by
15 section 481(b) of such Act); and
’ 16 (D) any other institution approved by the
| 17 Secretary which provides retraining.
P 18 (b)(1) The Secretary shall by regulation prescribe—
| 19 (A) the manner in which a qualified institution
N 20 may apply for recognition of a training program at
21 such institution as a qualified training program, and
}. 22 (B) the criteria to be used by the Secretary in de- *
23 termining whether such a training program shall be
24 recognized as an eligible training program for purposes
25 of this title.
o 219 K
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(2) In making any determination under this section with

respect to the recognition of any training program as an eligi-
ble training program, the Secretary shall take intc account
any determination relating to such training program by any

of the following individuals or entities:

(A) Any determination by the Administrator of
Veterans’ Affairs, or any State .approving agency
(within the meaning of section 1771 of title 38, United
States Code), relating to any educational sssistance
provided by the Administrator.

(B) Any determination by or under the direction
of a private industry council established under section
102 of the Job Training Partnership Act (29 U.S.C.
1512), the Governor (or other chief executive) of any
State, any Indian tribe, band, or group, or any Alasks
Native village or group (within the meaning of the
Alaska Native Claims Settlement Act) and any prior
determination of the Secretary under the Job Training
Partnership Act with respect to such training program.

(C) The Secretary of Education.

(D) Any State education agency.

(E) Any nationally recognized accrediting agenoy
or agsociation which the Secretary determines to be re-
liable with respect to evaluating the quality of training

programs.

on 1210 I
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(c) Notwithstanding subsection (a)(3), no institution
which discriminates on the basis of rece, color, religion, sex,
national origin, age, handicap, or political affiliation or belief
shall be treated as a qualified institution.

SECRETARY OF LABOR REQUIRED TO KEEP PAPERWORK
AT MINIMUM NECESSARY TO ADMINISTER THIS TITLE

Sec. 204. The Secretary shall take such steps as may
be necessary to insure that the amount of paperwork and the
lapse of time required to certify—

(1) any individual as a displaced worker, or
(2) any training program as an oligible training

prog:am,
shall be no more than the minimum necessary to administer
this title and carry out the purposes of this Act.

TITLE II—STATE EMPLOYMENT SERVICE

RESPONSIBILITIES
CERTIFICATION AND EEFERRAL

Sec. 801. (a) There is authorized to be appropriated to
the Secretary of Labor the sum of $37,000,000 for each
fiscal year beginning on or after October 1, 1985, for pay-
ments to States in the manner described in subsection (b) to
reimburse States for certain administrative costs incurred
pursuant to this Act.

(b)(1) Any sum appropriated pursuant to the authoriza-
tion contained in subsection (a) shall be allocated by the Sec-

[1 RiR ]
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retary of Labor, on the basis of such criteria as such Secre-
tary shall by regulation prescribe, among all States which
meet the criteria prescribed in paragraph (2) to assist each
such State to administer public employment offices (or such
other agencies which the Secretary of Labor has approved
under section 3304(a)(1) of the Federal Unemployment Tax
Act).

(@) Any State shall be eligible to be included in any

allocation of funds under paragraph (1) if the public employ-

ment offices (or such other agencies) in such State provide—
(A) certiﬁcs;tion for displaced workers in accord-
ance with section 201(a); and
(B) labor market and training information and job
search services (including the counseling referred to in
section 201(b)(2)) to assist displaced workers to enroll
in an eligible training program and to obtain empldy-
ment as quickly as possible. .
REPORT BY BE(;RETABY OF LABOR ON COMPUTER JOB
BANK BYSTEM
Sec. 302. Before the end of the one-year period begin-
ning on the date of the enactment of this Act, the Secretary
of Labor shall submit to the Congress a report containing the
following information:
(1) The extent to which the nationwide computer-
ized job bauk and matching program authorized under

ol 11y M
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section 465 of the Job Training Partnership Act (29
U.S.C. 1755) can be expected to increase employment
opportunities in each State.

(2) The estimated cost of making such nationwide
computerized job bank and matching program fully
operational in the manner intended in such section.

(3) The extent to which the development of such
nationwide computerized job bank and matching pro-

1
2
8
4
5
6
7
8
9

gram will require changes in the existing employment

Pt
(=]

service operations in each State.

(4) The feasibility of using nonprofit privately vp-
12 erated job-referral services for the referral of individ-
18 uals to jobs in low-wage industries where little or no
14 skill is & prerequisite for employment rather than using
15 State employment service offices or such nationwids
16 computerized job bank and matching program for such
17 referrals in areas where such services are available.
18 TITLE IV-—MISCELLANELT™S PROVISIONS

19 PRIVATE INDUSTRY COUNCILS AUTHORIZED TO PROVIDE

20 INFORMATION
21 SEc. 401. Section 108 of the Job Training Partnership
. 22 Act (29 US.C. 1518) (relating to functions of private indus-

28 try council) is amended by redesignating subsection (f) as sub-
24 section (g) ard by inserting after subsection (e) the following

25 new subsection:
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“(§)(1) The private industry council shall take such steps
as may be necessary to make available throughout the serv-
ice delivery ares information concerning training programs in
such service delivery area which have been recogn‘ized by the
Secretary of Labor as eligible training programs under the
National Training Incentives Act of 1985.

“2) No cost incurred by & private industry council to
carry out paragraph (1) shall be taken into account for any
purpose under section 108.”.

SPECIAL PROVISION FOR DISLOCATED WORKERS WITH
RESPECT TO PELL GRANTS

Sec. 402. Notwithstanding section 482 of the Higher
Education Act of 1965 or any other provision of law, the
determination of the amount of the expected family contribu-
tion (within the meaning given to such term by subsection
(b)(1) of such section 482) to a student for the purpose of
determining the amount of a basic grant to such student
under section 411(a) of such Act shall be made without in-
cluding in the effective femily income (within the meaning
given to such term by subsection (b)(3) of such section 482)—

(1) the amount of any unemployment compensa-
tion received by such student; or*

(2) the amount of any distribution from an individ-
ual retirement account established for the benefi.t of

such student to the extent such amount was used to

[ Btith |
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1 pey training expenses (within the meaning given to
2 such term by section 203) of such student,
8 if such student is certified to be a displaced worker in accord-
4 ance with section 201.
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Mr. MarTINEZ. This meeting will come to order.

This hearing of the Employment Opportunities Subconmittee is
called today to receive testimony on plans to compensate for the
training of dislocated workers. Joining me on the subcommittee
today is the ranking minority member, Steve Ginderson.

Due to the high rate of ilant shutdowns which occur, an average
of over one million workers are displaced annually. A recent
Bureau of Labor Statistics study reveals that over five million
workers, with at least 8 years’ attachment to their jobs, were dislo-
cated between 1979 and 1984. A quarter of these workers were still
unemployed at the end of a 5-year period. Only 40 percent of these
dislocated workers ever regained their departing ies, while the
rest accepted part-time work, accepted major pay cuts in new jobs,
or simply left the labor force.

The labor study shows that older workers and minority workers
were least likely to be reemployed than younger workers. The prob-
lem is national, impacting workers in every region of the country.
Studies have conclusively shown that retraining, especially with
advanced notification, is the most effective device to ease reemploy-
ment for workers and te reduce damage done to communities, and
State and local economies.

Today we are looking at legislation to address these problems.
H.R. 26, introduced by Representative Durbin, proposes a voluntary
individual training account for retraining costs, while H.R. 1219,
introduced by Congresswoman Johnson, will allow workers to with-
draw funds from their Individual Retirement Accounts for retrain-
ing expenses.

Do you have a statement at this time?

Mr. GUNDERSON. Mr. Chairman, I have an opening statement I
would simply like to make a part of the record.

Mr. MARrTINEZ. If there is no objection, it is 0 ordered.

{The opening statement of Hon. Steve Gunderson follows:]

OPENING STATEMENT or HoN, STEVE GUNDERSON, A REPRXSENTATIVE IN CONGRESS
YROM THE STATE OF WISCONSIN

I am pleased to be here this mo , Mr, Chairman, to join with you and nther
Members of the Subcommittee on Empioyment Opportunities as we continue to ad-
the problems of the dislocated worker. I commend you once again for your ef-

£orts_ on behalf of our Nation’s workers, as demonstrated by the calling of today’s

earing.
Since the Ef.k of the recent recession in Iate 1982, Members of Congrees have
) trying to develop proposals to adequa amist dislocated workers
obtain rotraining, job search and relocation amistance. Under current law, title III
of the Job Trai Partnership Act (JTPA), the Dislocated Worker Program, pro-
vides funding for these services to dislocated workers through grants made to ths
States. While this smgmm has been very effective since its enactment in October of
1982, the magnitude of the problem is such that we must continue to focus on pro-
ginms that would address the plight of the displaced worker through varied innova-

ve
Due to shifts in the labor market over recent years, such as changes in technology
and import competition, many workers with long term attachments to dwindling in-
dustries are fin themselves without jobs or tened with the potential loss of
employment. In order to avoid either permanent unemployment or drastically re-
.duced theso workers, in must acquire new skills in growth occu-

many cases,
pations. The two bilis we consider in today’s hearing, HR. 26 and H.R. 1219 would
provide worll::;l with a pool of funds from which they could draw upon to finance

such retrain
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In a study completed in November of 1984, the Bureau of Labo: Statistics (BSL)
found that 6.1 mxﬁx ion workers with at least 3 years of attachment to their previous
jobs had been dislocated between January of 1979 and January of 1984. of these 25
percent were still looking for work at the 2nd of the 6-year period and about 15 per-
cent had dropped out of the labor force completely. Only reent of those réem-
plo jobvem earning the same amount or more than they been before their ini-

1088,

H.R. 26, the “National Individual Training Account Act”, sponsored by Rep. Rich-
ard Durbin and HR. 1219, the “National Training Incentive Act”, sponsored by
Rep. Nancy Johnson are proposals that are iniended to address the nee&o of the dis-
located worker. Both bills would allow workers, while employed, to build a source of
funds which could be used in the event that they are one displaced from their
Jjobs. Although differing in their mechanisms, both measures encourage workers to
provide for their own retraining “safety net” should they have to face the prospect
of job lges in the future. Both are innovative approaches to solving the problems of
costly, but neceesary retraining. .

I commend Ropmenmin and Johnson for the introduction of these two
initiatives. While there many are questions yet to be answered, particularly with
regard accual worker and employer participation in programs such as Individual
Training Accounts and Individv.mly Retirement Accounts, as well as the ever present
question of program costs, I feel that we are on the right track. Through develop-
ment of creative legislative initintives as seen in H.R. 26 and HR. 1291, we can
assist the dislocated worker, giving Lim a hand in designing his own future,

I look forward to hearing the testimony of our distinguished and knowledgeable
witnesses as we consider these alternatives today. Thank you.

Mr. MARTINEZ. On the first panel are the Honorable Sherwood
Boehlert of New York; the Honorable Richard J. Durbin, Member
of Congress from Illinois; the Honorable Nancy L. Johnson,
Liember of Congress from Connecticut; and the Honorable Marcy
Kaptur, Member of Congress from Ohio. Welcome.

The chair would like to announce that all prepared statements
will be entered into the record in their entirety, and the witnesses
will summarize. Because of the shortness of time and the necessity
for all of us to be on to other work, we will ask you to summarize
your statements and maintain a 5-minute rule. \

STATEXENT OF HON. SHERWOOD L. BOEHLER?T, A U.S. REPRE-
SENTATIVE FROM THE STATE OF NEW YORK; HON. RICHARD J.
DURBIN, A U.S. REPRESENTATIVE FROM THE STATE OF ILLI-
NOIS; HON. NANCY L. JOHNSON, A U.S. REPRESENTATIVE FROM
THE STATE OF CONMECTICUT; AND HON. MARCY KAPTUR, A
U.S. REPRESENTATIVE FROM THE STATE OF OHIO, A PANEL

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

I am pleased to be here this morning because this hearing should
focus on a subject that is too often ignored, the problem is dis-
placed workers in America. The relatively sunny economic news
seems to have blinded us to the growing number of displaced work-
ers in our midst. The unemployed may be forgotten by some, but
they are not gone.

It is estimated that there are about one million displaced work-
ers in the Nation today, workers who have been laid off because
their skills have become obsolete.

This is no temporary phenomenon that will evaporate throu\fh
benign neglect. It is a persistent condition that changing technolo-
gy and growing foreign competition are only likely to aggravate. .

A Bureau of Labor Statistics s.urvegethat tracked five million dis-
placed workers who lost their jobs between 1979 end 1984 found
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that 26 percent—more than cne quarter—were still looking for
work. Another 14 percent had dropped out of the workforce.

Moreover, nearly half the reemployed workers were earning less
in _their new jobs; many were working only part time.

. Future surveys are likely to come %gam even more dishearten-
ing results. Peter Drucker estimates that the continuing shift from
a manufacturing economy to a service economy could displace as
many as 10 million workers over the next 2 decades. 3

course, the service sector itself is not immune to displace-
ment. The Labor Department counted more than half a million
service personnel among the dislocated workers it studied: _

While these statistics are upsetting, the human suffering they
repregent is far more disturbing. I need look no further than my
own Congressional District in upstate New York to see the trau-
matic human costs of this economic upheaval. )

In Cortland County, for example, Smith-Corona, the largest pri-
vate employer, is facing intense, and probably unfair, foreign com-

tition. As a result, the workforce at Smith-Corona, which is the
ast surviving Amrrican manufactarer of portable typewriters, has
shrunk from more than 5,000 employees in 1975 to only about 800
today. As a co uence, the unemployment rate in the county has
hovered between 10 and 11 percent for the past several months.

A Wilson Sporting Goods factory in the same county shut down
for good a year or so ago because there was no longer any demand
for the woodex tennis racquets it manufactured. )

In the Utica area, layoffs at companies involved in everything
from tool making to computer production have idled 1,500 workers
since this past winter. But the number of displaced workers is only
half of the problem. The other half is that the system we have in
place to help these people is utterly inadequate.

As the Business-Higher Education Forum poirted out in a recent
report—and I quote: “The United States has seriously underinvest-
ed in the skill development of its workers, compared to other indus-
trialized nations. For instance, in s contrast to many foreign
countries, the United States devotes 75 percent of its unemgilloa;
ment aid to income support and only 25 percent of those fun
re-employment assistance.” :

The Forum’s assessment is correct. There is little money avail-
able for retraining and little incentive for workers to take advan-
tage of what is available. Many States have laws that prevent
workers from receiving unemployment compensation while en-
rolled in a training program. )

If we don’t do something to alter the situation now, we're likely
to end up with the same unemployment problems in 1992 that we
faced in 1982. The outlook need not be bleak if we apply some fore-
sight and some political will.

e two complementary bills before you today would go a long
way toward creating the changes in policies, and attitudes, our
Nation needs to cope with economic change. .

Iam gomg to leave the specific description of, and arguments for,
H.R. 26 to my co-author, Congressman Durbin. Let me note,
though, that both bills would encourage en%g}oyers and employees,
the private sector, to invest in retraining. The bills would also en-
gender new attitudes, attitudes more in line with economic reality.
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The fact is that workers can no longer dﬁi);md on having one job
throughout their working-years. These bills provide incentives to
recognize that and to plan for it. . )

We all have a e in making that realization widespread.
Every 1 percent increase in the unemployment rate costs the Fed-
eral Government an estimated $30 billion to $40 billion in lost rev-
enue, this at a time when we have a serjous deficit crisis.

Failure to adjust to the post-industrial economy will exact a very,
veﬁ' h price.

ow I would be glad to turn this over to my co-sponsor and co-
author, my friend from Illinois, Mr. Durbin.

Mr. MarTiNEZ, Congressman Durbin.

Mr. DurBIN. Thank you, Mr. Chairman. .

First let me commend the subcommittee for meeting today. Tal-
leyrand once said; In time of peace, prepare for war. we were in
the depths of a recession today, I am sure that this stl-alject matter
would be the focus on national attention. Everyone would be tryi
to figure out what to do about the dislocated workers who will be
lost in the next recession.

We have an opportunity in this session of Congress to plan
ahead, something which isn’t done quite nearly enough, either in
the private sector or in the public sector. And your decision to hold
this subcommittee hearing today, I think, indicates the kind of
foresight we need to address our national problems.

I think it is also a good idea to bring together Congresswoman
Johnson, with her proposal, H.R. 1219, which I am co-sponsoring,
because her efforts are complementary to H.R. 26. I think that we
can bring both of them together as a joint effort to address a very
serious national problem.

I prepared H.R. 26 along with my colleague, Sherry Boehlert,
with the assistance of the Northeast-Midwest Congressional Coali-
tion. I want to commend them for their assistance in putting this
m]&?rtant ackage together.

t me describe the individual training account to you very brief-
ly, because it is a departure from past policy in the United States,
although it parallels some of the things that we have done success-
ﬁlllllvi in the past. .

e individual training account would meet the retraining needs
of those workers who are dislocated by creating a fund attached to
a specific workers that is jointly financed by the employee and em-
{;}oyer. Unlike the Social Security system, an employee in the

nited States of America covered by the individual training ac-
count can check on a day-to-day basis what his or her balance is in
that fund. They know from time to time, and th.y will know how
much money might be available if they need it for retraining.

Under the voluntary system creating the individual training ac-
count, both the workers and the employers would a%ree to set up
an ITA. They would each make tax-deductible contributions to the
fund of eight-tenths of 1 percent of wages a year, or $250, whichev-
er is less, until the fund reaches $4,000. The fund, like an individ-
ual retirement account, is invested and earns interest. That inter-
est accumulates. If the workers are laid off at any time, they can
use their contributions with the accumulated interest to pay for re-
training. In doing so, they can acquire new skills.

R
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; h§t;ud after study shows thavt;iﬁ dmlocraafiled wo(xiker Wh%h will _gg
ough a training program generally end up with a jo
making as much or more than the one that they lost. And I thi]nk
that is an important thing to keep in mind. So, training does hold
out the possibility of a future that is bright. : :

If they are never laid off—let’s assume we are dealing with a
worker who is ‘successful thro’%gh his or her entire employment
career and is never laid off. The individual training account is
treated like an IRA, so that at the time of their retirement an av-
erage. worker would have accumulated about $35,000, his share of
the ITA, which has been accumulating interest during their work-
m%ll;fetime and can be used as a retirement nest egg. .

loyers at the time of retirement, for example, can.-also be re-
funded their contribution to the fund. In those..instances they
would pay taxes, as the.employee would, on the amount that they
receive. :

I think this legislation offers a flexible approach to the problem
of the displaced worker. It combines a few things which we-have
had success with in the United States of America. The one which I
think we all point to with great pride was the G.L bill. In meeting
after meeting in my district, I asked the ple assembled, how
many in that room took adventege of the G.L bill after World War
II, either with themselves personally or through their family, to get
an education or put a down payment on a home. And the hands
shoot up across the room.

What did we get out of the GI. bill? We got a United States
economy that was workixag at such a high level that we dominated
the world economy for decades. I think there is a lesson to be
learned there. We as a Nation made an investment. But let me tell
you that, when you look at the statistics of our national commit-
ment to the G.I. bill and our national commitment to training and
retrmnmg today, there is quite a different story.

In 1949, at the peak of the G.L bill, we spent $2.7 billion as a
Nation, or 1 percent of our gross national product on u;:flrladxné
our workforce. In 1985 we are spending $4 billion to $5 billion.
we were to spend 1 gercent of our national product today, we
would have to spend $30 billion. fact, we are committing one-
sixth to one-seventh the amount of money to upgrad.in&land train-
ing ouvr workforce as we did in 1949 under the G.L bill. Is it any
wonlt‘]er ;hat we are falling short of the mark in placing dislocated
workers

This program, algo, I think, is realistic because it does not create
a new Government agency, some mega-buck agency that is going to
administer the %rgmm from start to finish, cradle to grave. In-
stead, what the Federal Government has is a very limited role: to
certify training programs through accredited institutions, to hold
ITA funds in a se te trust fund, and to grant tax deductions for
employer and work contribution.

Let me add as a footnote, we are in the middle of tax reform. If
we come up with a proposal for a tax deduction, people- might say,
well, wait a minute, aren’t you trying to sale against the wind? I
thought we were going to do away with them. ’

Watch closely each of the tax reform proposals that comes before
Congress. In each and every one of them, you will see a commit-
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ment to enhancing capital growth in the United States. And that’s
important. But we think there should also be a commitment to en-
hancing the growth of our human skill and the growth of our
human capital. The ITA would be a step in that direction.

The other thing the ITA does, which is a little different, is to en-
courage personal initiative. A worker has to decide to participate,
to get involved. Once that worker is involved, if he or she loses
their job, they go through counseling to find the best training
available. Then they go into the training program of their choice.
Don’t you think that will make for a better marketplace for train-
ing programs in America?

If you or I were dislocated, looking for a training program to get
back to work and realized that half the money we are spending on
our own training is right out of our own pockets, we are going to be
a little more discerning and a little more careful with the program
that we pick. And we also are going to ask some tough questions of
the community colleges, the colleges of proprietary schools, how
good is your program, how many people were placed, how mgvnf
stayed on the job, and how much money did they make? We will
ask the tough questions because we have a personal involvement in
the dollars that are being spent.

Let me also add that the ITA is not going to answer all of the
problems of training and retraining in America. Congressman
Hayes represents a district in Chicago which is hard hit by minori-
ty unemployment, particularly among the youth, hard hit by illit-
eracy, lack of educational skills. The ITA—and I would suggest per-
haps even (;%xleresswoman Johnson’s bill—will not address this di-
rectly. We still need to make a national commitment to many of
these problems. But we hope that the individual training account
will take a slice of the problem and address it effectively, an impor-

+ tant part of it.

We commend the ITA to you today. I want to thank the subcom-
mittee for giving me this opportunity to testify. I will welcome any
questions after nlxly colleagues have an opportunity to make their
statements as well.

[The prepared statement of Hon. Richard Durbin follows:]

PREPARKD STATEMENT 0F RICHARD J. DURBIN, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF JLLINOIS

. I would like to thank the Subcommittee for the opportunity to testify this morn-
ing on the individual training account legislation I have prepared wi the assist-
ance of the Northeast-Midwest Congressional Coalition amr introduced with my col-
league, Sherry Boehlert. I am pleased that the Subcommittee is focusing its atten
tlonkon 8 critical aspect of our unemployment problem—the plight of dislocated
workers.

We have proposed to establish individual training accounts to address the persist-
ent problem of dislocated workers in our economy. As Rep. Boehlert pointed out,
one of the ongoing legacies of the most recent recession is the millions of workers
whose previous jobs no longer exist, but who have been unable to adjust to the
c needs of the labor market.

Individual training accounts would meet the retraining needs of these workers by
creating a fund attached to a specific worker that is jointly financed by the employ-
ee and employer. Under this voluntary system, both workers and employers must
agree to set up an ITA. They each then make tax deductible contributions to the
fund of 0.8 percent of wages or $250, whichever is less, until it reaches $4,000.

If workers are laid off at any time, they can use these contributions, plus accumu-
lated interest, to pay for retraining. In doing so, they can acquire new skills that
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will allow them to adjust to the changing needs of the job market. If they are never
laid off, they can draw on their contribution plus interest when they retire, as with
an IRA. Employers are also refunded their contribution, along with accumulated in-
torest, if workers never use their ITAs for retraining.

This legislation offers a flexible apln-oach to the retraining of displaced workers.
Its greatest strength is that it is on a combination of personsl initiative, limit-
ed government involvement, and the individual choice that is incorporated in the
time-tested G1 Bill approach. - ’

Individual choice: The GI bill approach initiated in the years after World War II
not only provided access to education and training for millions of veterans, but it
also gave them much freedom in choosing the type of program tho?' wished to énr«
ticipate in. The ITA sg-::em we -propose relies on that same model of- individual
choice. Once a worker has set up an ITA and contributed to it for at least one year,
he or she is eligible to receive up to $4,000 in the form of a voucher to receive re-
trmngmha‘t the institution of his or her choice. "

This ITA systeni‘based on individual choice will introduce competition into‘the
marketplace of retraining institutions just as the GI bill did after World War II.
This is true not only because more workers will have retraining.funds available to
them but also because they will have contributed half the money themselves, These
workers are more likely to be wise shoppers when it comee to training programs.

It is worth com the current level of federal spending on retra.unnﬁ of our
workforce relative to what we spent on the GIbill in the post World War Il years.
The GI bill is widely acknowledged as having contributed substantiaily to the boom
in our economic productivity in the 1950s and 1960s. In 1949, the peak year-of the
GI bill, we spent $2.7 billion, or one percent of our GNP, on the upg-ram of our
workforce. In 1985, we are spending between $4 and $5 billion. If we were to spend
one percent of our GNP today as an investment in our workforce, it would require
an expenditure of $36 billion.

Limited government involvement: The government’s role under an ITA system
would be more restricted than under previous retrmnmrgd%gmm: The federal gov-
ernment would certify trmmn‘f p through ace institutions, hold ITA
fung:ibm t? separate trust fund, and grant tax deductions for employer and worker
contributions.

This type of limited tgovemment involvement is appropriate because it has a
roven track record with the GI Bill and also because a much greater role is no
onger desirable in today’s deficit-conscious economy.

Personal initiative: Qur proposed ITA system also relies heavily on workers' per-
sonal initiative. They must decide to set up an ITA, contribute to it while employed,
and then how to use it if they are laid off. The system also affords workers a great
deal of freedom, beginning with the decision on whether to establish an ITA. It en-
courages them to view retraining as a necessity in their future and it creates a
mechanism to achieve it.

Along with this element of personal initiative, our propoesl also provides workers
with some direction. Workers are required to receive job counselling from upgraded
state employment service before using their ITAs. rovision will not guarantee
them a job, but it will }kxelp them make a far more informed choice about the re-

traimnfrthey should seek.

The ITA will not meet all of the training and retraining needs of our nation. Our
youth, ctlarly minorities and those with educational deficiencies, will continue
to need p of a different . But a large portion of unemployed Americans
can use the ITA to find meaningful employment.

Without ITAs, our economy will continue to bear the costs of long term unemploy-
ment of displaced workers. The ITA system will go a long way toward easing the
transition to new types of employment. It can ba an important tool to help today’s
workers prepare for tomorrow’s jobe.

ain, 1 thank the Subcommittee for the opportunity to testify here today. I wel-
come any questicns my colleagues may have.

Mr. MARrTINEZ. Thank you, Congressman Durbin.

Congresswoman Johnson.

Mrs. JonnsoN. Thank you very much, Mr. Chairman.

I am pleased to be a of this hearing today and want to com-
mend you and your subcommittee on directing your attention to
the issues of job displacement and retraining that are so terribly
important in the lives of the people that we represent, as well as in
developing the resources of our Nation.

Y
.
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This issue is not just a matter of whether or not people can find
Jjobs and avoid being laid off. Indeed, it is a matter of great social
Importance and impacts on our Nation’s economic performance
now and in the future and certainly will affect our competitive po-
sition in the world market in the decades ahead. In fact, the degree
of prosperity we attain in the years ahead will depend in large part
on how highly skilled our workers are and how quickly they ere
able to adapt to change.

I want to commend my colleagues, Dick Durbin and Sherry
Boehlert, as well for their leadership in bringing forth a bill that
would provide a tremendous stimtlus to individual training initia-

\tives. I am a co-sponsor of their bill, as they are of mine. We look
forward to working with you to create a more comprehensive na-
tional training policy in the decades ahead.

I am also delighted to have with me this morning Congresswom-
an Marcy Kaptur and regret that Congressman Bill Clinger, who
was scheduled to be here, 18 unable to do so, as his district was one
of those devastated by the recent tornadoes in Pennsylvania. Con-
sequently, he is there opening emergency support centers.
thMr.hMAn'mmz. His statement will be entered into the record,

ough.

Mrs. JounsoN. Thank you, Mr. Chairman. I appreciate that.

[Prepared statement of Hon. William Clinger follows:]
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PRrEPARED STATEMENT OF HonN., WiLLiAM F. CLINGER, JR., A REPRESENTATIVE IN
CoNGRESS FROM THE STATE OF PENNSYLVANIA

Mr. Chairman, 1 would 1ike to thank you for permitting me to testify
today. I know you and the committee share my belief that worker retraining
{s one of the most critical {ssues facing our nation, and I commend you for

your deciston to hold this important hearing.

I would also 1ike to compliment my colleagues Shelly Boehlert, Dick
Durbin, Marcy Kaptur, and my House Wednesday Group colleague -- Nancy Johnson,
for their important work and leadership on this fssue.

Mr. Chairman, last year, the House Banking Comittee'; Subcommittee
on Economic Stabilization held a hearing on worker retratning which was
chafred by our colleague, the Gentlelady from Ohio, Ms. Oakar. I highly
recommend that you and other v:@:mbers of the committee peruse through the
record of that hearing, as many of the comments made then were most instruc-

tive and are relevant to today's fnvestigation.

Briefly, I want to tnform you about the history of H.R. 1219, the
Natfonal Training Incentives Act of 1985, which currently enjoys the
bipartisan cosponsorship of 45 members, including the Republican leader,
Bob Michel, and five members of the Congressional Black Caucus.

Inittally, this proposal was developed through a 1983 Specfal Report
authored by Dr. Pat Choate of TRW, Inc. and released by the House Wednesday
Group, which 1 currently chatr. In publishing this report, the 21 Wednes-
day Group members who sponsored 1ts findings and recommendations, hoped to

bring renewed attention to the centribution of our work force to U.S. com-
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petitiveness. In this regard, I believe we share the goals embodied in the
legislation sponsored by our colleagues in the Northeast-Midwest Coalition,

Mr. Durbin and Mr. Boehlert, as well as those of this Committee.

Mr. Chairman, today the U.S. economy is fundamentally sound. Inflation
is down, growth and productivity are up, and new industries and products have

made the American econofy the envy of all industrialized nations.

At the same time, Mr. Chairman, it is clear that many changes are oc-
curring almost daily within our economy and the world’s economy. It is also
clear that those nations, businesses, and {ndividuals that understand the 4
inevitability of these changes and adapt policies that allow for timely and .
flexible responses to the uncertainties of change, will be those natfons,

businesses, and individuals that succeed in tomorrow's economy.

It is 1in recognition of this basic need to make a virtue out of change,
rather than to forestall or fear it, thit members of the Wednesday Group, under
Nancy Johnson's leadership, as well several of our colleagues on the other side

of the aisle, put together the National Training Incentives Act of 1985.

Specifically, in the area of retraining, according to Dr. Lewis J.

Perelman, author of The Learning Enterprise, a recent publication of the

Council of State Planning Agencies, "we still are too inflexible for the
dramtic pace of the post-industrial revolution. Whole industries are

floundering because of the resistance of managers.and workers to the forces
of change.” )

In the political arena, we all know that the product of this resis-

tence is increased pressure to wall off our domestic economy from global
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competition. This, in turn, works again  the long-term interests of all

Americans, be they businesspecple, workers, OF consumers.

Turning to the issue of the significance of retraining, ! would like
to bring to the Comittee's attention several important findings contained
in the study by Dr. Perelman which I quoted from earlier.

o The econonic data indicate that the contribution of education and
training to total productivity growth has increased from about one~
fifth just after World Var II to adout one<half since the late 60s.

o Workers at all levels typically need to be retrained every four to
six years for new careers. For example, A recent study indicated
that the functional requirements of at least half lhe jobs in Cali-
fornia will be substantially changed by techrology within 5 years.

o With the aging of the baby-boom generation, over 75% of the American
work force at the beginning ~f the next century will be comorised of
people who are already adults today. The crisis that really is put-
ting our nation at risk minly centers on these 50 million Americans
whose careers are threatened by future economic Change.

Despite these important trends, in recent years we have consistently
neglected our humen capital development. According to Dr. Pat Choate,
Director of Policy Analysis at TRW, Inc., in 1982, for example, tax incentives
for worker retradning in the amount of $620 million were & mere fraction of
the tax incentives for business investment which totalled roughly $45 billion.
As a result, business invested an iverage of only $300 per worker for
training 1n 1982, but more than $3,600 per worker for new plant and equipment

purchases.

.

Mr. Chairman, I believe it 1s time to give et.xuﬂ or at least similar
consideration to our human capital development, while at the same time re-
cognizing that we need to structure flexible approaches that are triggered
only when businesses and workers decide for themselves to finance additional

skills training.
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One aspect of our bill s a tax credit to businesses for investments
in worker retraining. The training credit would be similar to the existing
RED tax credit, and would permit businesses to deduct from their tax Mabflity

. 25% of the company's average training costs for the previous five years.

This approach recognizes the importance of investing in worker retraining
‘- as similar to the importance of investing in R&D and plant and equipment. It
differs substantially from a straight-line business expense deduction, which

could sti17 be used with tha tax credit, but which fails by itself to provide

sufficient incentive for business to fnvest in worker retraining.

Horeover, this approach would not reward current retraining, but would
revard retraining over and above a five-year average, and could be used
by small businesses or unprofitable firms because of its carry-forward and
carry=back provisfons. The five-year provision is sfgnificant because, un-
1ike the R3D tax credit which is calculated using a three-year average, our
approach will lessen the possibility that dramatic increases in spending in .

any one year will reduce the future incentive value of the credit.

For every dollar in lost federal revenues, this proposal will generate
four dollars in private sector training. It also offsets part of the
financial costs to employérs when workers trained by a company take their
skills to another firm. This should particularly help small businesses.

[y

Mr. Chairman, this approach -~ which was recently supported iy the
President's Committee on the Next Agenda, made up of think tank representatives
ranging from the liberal Brookings JInstitution to the conservative Heritage
Foundation -- recognizes the importance of investing in worker retraining

as similar to the importance of {investing in R&D and in plant and equipment.
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Lastly, this approich s c. sistent with recent proposals for tax re-
form. As the Coimittee knows, the President’s plan continues investment
incentives for research and development, and for plant and equipwent, but
fatls to acknowledge the human element in competitiveness, By containing .
this essential component of competitiveness, our proposal makes the Presi-

dent's plan truly neutral. ,

Although the Joint Co-uitltee on Taxation estimates a revenue loss
averaging $600 million annually from this reform over the next five years,
this investment would provide leverage for $2.4 billfon in additional
private szctor per year expenditures on retraining. It would also be a
modest investment in reducing the billions of dollars in unemployment

compensation paid out over the last several yeirs.

The second prong of our legislation allows displaced workers to finance
retraining with money withdrawn, without taxation or penalty, from their IRA
or annuity accounts. This approach does not call for direct Federal outlays
of money, but rather ties into an existing finance system which at the end
of 1983 reached over 13 mi1lion households, many of_ whizh are supported by
individuals with annual incomes under $30,000.

This provision, while not a panacea for the problems of our unemployed
or underesployed workforce, does provide an additional financing option for
those seeking retraining. H‘preover. since we 1imit tax-free and penalty-free
withdrawal to $4,000 over a five-year‘ perfod, it is not 1ikely that use of
these funds for retraining will damage the long-term viability of the IRA

as a retirement mechanism. It should also be noted that tax-free and penalty-

ERIC 80"
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free withdravals from IRAS are al)rendy allowed under certain specific

circumstances, so our proposal would not be setting a dramatic or fnapprop-

riate precedent.

One final point about the IRA, Mr. Chairman. A nusber of studies
indicate that future displacement is likely to occur not so much in basic
manufacturing, which has already been hard hit, but 1n services industries.
Displacement is also likely to occur to people 1n middle management. It is
these people who have alrexly established IRAs or contesplate establishing
thes, and 1t {s these people who would be best able to fnvest these funds
in their future through retraining.

A third and very significant grovision in our b111 provides that the
participation of displaced workers in an eligible training program will not
disqualify these workers from unemployment cospensation to which thay are

otherwise entitled.

As the Committee knows, despité the requirements of the Job Training
and Partnership Act, only 13 states at present allow a worker in a retraining
program to receive unemployment compensation. What we need, is to provide
{ncentives for workers to seek retraining at the earliest possible time,
thereby allowing them to acquire new skills and to depart the unemployment
rolls. What we do not need is a system which sandates that people wait unti}
their unemployment has run out before they can develop a new skill.

Let me ewphasize that this bi11 1s not intended 1n any way to replace
JTPA or other efforts of Congress to assist the disadvantaged, but rather to
supplement their efforts. JTPA must be left untouched so that we can
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accurately determine its effectiveness and its worth. But we are talking
about a significant problem in America today which may need more than JTPA,
and which cther federal policies designed to serve the needs of different

segments of our society do not address. *

What are the significant merits of H.R. 12192 First, business and
workers: finance their own retraining, resulting in greater controls on both «
the appropriateness and quality of the training. Second, our proposal is
flexible, because 1ts incentives are not linked to the vicissitudes of the
Congressional budgeting process. These incentives also will not cost the
federal Treasury any money unless business and workers themselves decide to
spend more money on retraining, thereby triggering the legislation's tax

incentives.

Finally, Mr. Chairman, I would 1ike to point out that the bill also
includes a provision for a national job bank system. It would require
the Secretary of Labor to submit a report to Congress within one year
of enactment regarding the cost of implementing a nationwide computerized
Job bank. A CRS analyst, Linda LeGrande, has completed an excellent
study concerning the feasibility of this idea and I ask that her report
be included in the record.

Mr. Chairman, although I am from a state which has been particularly
hard hit with unemployment, I do not believe that the issue of retraining
our workforce is confined to the northeast or midwest. This is a national

issue,

In the coming decades, it is expected that our workforce will be generally
confined to older Americans. In fact, the Bureau of Labor Statistics predicts
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a severe labe r shortage within the next 25 years. As the Commerce Depert-
ment points at, “this means that the current U.S. supply of labor must
provide much of the competitive muscle in the coming decade. Older worker
adaptation to technological change via retraining is therefore a key to

U.S. international competitiveness in the decades ahead."

Nr. Chatrmin, it 1s imperative for Congress to act on this matter
in the near future. Llet's not allow the United States to be left behind
while other natfons improve their competitive advantage. We must insure
that the American economic engine which drives global development stays

fn tune.

I strongly belfeve that H.R. 1219 provides the necessary incentives
for employves and employers to meet our nation's retraining needs. Wplle
1t does not answer all the problems faced in our labor markets, it is cer~

tainly an fmportant first step.

Again, I appreciate the opportunity to testify on this legislation,
and I look forward to working with the Committee as it develops an

appropriate poifcy toward this vital {ssue. Thank you Hr. Chairman.
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THE NATIONAL JoB BANX SysTRM

ABSTRACT

Congress has long called for the sstablishseat of a nationwide computer-
ized job bank and matching system designed to iwprove the functioning of the
labor marke.. Although the U.S. Eaploymsnt ard Training Administrstion has
devsloped gevsral versions of guch a systsa, nons appear to have fully met
the legislative intent. This xeport dsscribss the cvolutiofx of the national
Job bank syetem and examines ths fessibilits and merits of creating the kind °
of systea originally savisionsd by Congrsss.
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THE NATIONAL JOB BARK SYSTEM

INTRODUCTIOR

For nearly 20 years, Congress has exprsssed ongoing interest in the devel-
opsent of a natioowide, computsrized job bank and matching system. Baginning
with the 1968 amendments to ths Manpowsr Development and Training Act, through
the Cnpuheniivl Employment and Training Act of 1973 (as amended) and its
auccessor, the Job Training Psrtnership Act of 1982, the Sscretsry of Labor has
besn suthorized to develop and maintain & mssns of idsntifving sveilable workcn_
and job openings, matching the workers to the requirements of ths jobe, and
raferring those qualified to the sppropriate employars. The lsgislstion speci-
fies that the job bank and matching program should opersts within and scross
goographic boundsries and requires thet ucs of electronic dats processing and
tslscom mications eystems should be maximized, {o the sxtent possible, for
this purposs.

The intsat of ths nstional job bank concept fs to improve the functioning
of the labor markst by more fully informing jobeeekers of existing vacancies
for which ths jobsscker might be qualified. The use of electrouic dsts process-
ing and telscommunication equipment to speed the disssminstion of employsent
infornation throughout the United States is designed to mintmize ths durstion

and maximize ths scops of job scarch. The hoped for rssult is less unenploy-

.
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mant, both in tsrms of shortsr perfods of unemploysent and fewsr people
unenployed.

Ovsr the years, the Kaployment and Training Admintstration (ETA) of the U.S.
Department of Labor has produced mors than one vsrsion of the natfonal job bsnk
concspt. Mone appear to have fully est the n;ctutory langusge dsscribed above, _
although each version has tried to improvs upon its predecessor. P

This report exsmines the evolution of the nationsl job bank. It dsscribes
the system as it exists today and proposed legisletion related to job banks.
The feasibility snd merite 2f achioving ths statutory language are addressed, as
well. ’ .

THE EVO'UTION OF THE NATIOMAL 0B BANK

The tera job bank has coms to mean the listing and descripticn of job open-~
S.axs subaitted by smployers to local Employment Ssrvics (E3) offices. Ianforma~
tion in the utiou.al. State, aud- local Job banks is used by ES coumsslors to

refsr qualified applicants to esploysrs.
le Past dence
From gbout the 1940a through n_ld-1970|. & very primitive interstete jod
bank existed. IE3 personnel would sslsct job ordsrs that they had been unsdle
to £111 locally and send them to thedir Stete's clesrancs coordinator. The
coordinator, in turn, vould make paper copiss of these hard~to-fill job openings
and send thes to each of the other State coordinastors. The clesrsance coordina-~
tor in ssch Stete would then disseminste copies of the other States® individual
listivge to their local E3 offices. _I! Job applicants indicated e willingness
to relocate to 18t @& job, the employsent couansslor could hunt through ths 49 {

paper lstings of out-of-Stats job openings to determine if the applicants®
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characteristice met any of the jobs’ requiressnte. This process proved to ze
extremaly cusbersome and one that never really worked well. Vv

The establishment of an sutomated nsticnwide system to fsprove worker-job
mstching had to avait. the cosputerization of State and local job benks. In
May 1963, the Naticn's firet computsrized job bank began opsrating in Baltimore,
Marylend. 2/ Todey, computarized job banks exist in nearly every State,
although the axtent of computer capsbilities veries.

With tha automated State and local job banks in place, the BTA initisted
the Interstate Clearance Systea in 1979, 3/ The Interstete Processing Servics
of the Bew York State Depsrtment of Labor in Albany, New York, along with the
Stets and local job banks, formed the Iaterstate Clesrance Systesm. State and
local BS offices selected jJob orders thet they hsd been unable to f£111 and,
cnce @ week, wailed copies of the openings to Albany. Tha centralized opers-~
tion £n Albany counsolideted the iaforastion, put it on wicrofiche cerds, and
sent 1t weekly to all State and locel offices. Total turnaround time was
about 10 daya. . .

Unler thies eystem, E$ counselors were able to consult one listing, rether
than separats listings £-om each Stete, to sse Lf cut-of-State jobs were avail-
sble for their interesied applicante. In addition, the Interstate Processing

Service also would computsr-match epplicent fnformatich aent to it by ES offi-

1/ Based upon diecuseion vith ETA personnsl.

2/ 1hia. .

3/ U.S. Congrese. House. Committes on Science end Technology, Subcommit~
tes on Inveatigations and Oversight. Job Yorecasting. Hesrings, 98th Cong-
ress, lat session. April 67, 1983, p. 292-293.
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ces with the requirements of jobs 1isted in the interstste syatem. _b_l The XS
offices then would receive 8 computer output of the applicant-job matches.

The lnteretate Clesrance System isd several problems. 5/ Fire:, the
procedure still isposed a theavy plpe.tvork burden on local officee. Second,
soms ES peraonnel preferred to hold onto job vacancies in the hope of eventu~.
ally £illing them with unemployed workere from their locsl area. Both these
factora contributed to a third problem, namely, lsck of participation in the
system: only about 1,500 vscancies were advertieed snnuslly. PFourth, all
ES offices were not equipped with machines to resd the microfiche. And fifth,
jobs were often filled by the time the interatste information reached local

employment counselore.

2. Current Status

In response to these problems, the ETA bsgsn to explore wsye to improve
the syatem in Novexber 1982. Effective June 1983, the Interstste Clnnnm‘
System vas replaced by the Nstionsl Job Bank System. 6/ It is composed of the
Interetste Job Bank in Albany (formerly called the Interstate Proceseing Serv-
ice) and the State and local job banks. The nev systec was tested for one
yesr before beiug officially announced ss operative by the Secratary of Labor
in July 1984.

The revised syatem differa from and is intended to overcome eome of the

problems of its predecessor. Two innovstions are deeigned to incresse uge of

A/ Basod upon discussion with KTA personnel.

S5/ Bureau of National Affairs. DOL to Revsmp Interstate Trsnsfer of Job
Orders. Employment and Trsining Reporter. March 2, 1983. p. 730-731.

6/ Buresu of National Affairs. Ianterstste Job Bank Changee Made. Enoploy-
ment and Training Reporter. June 8, 1983, p. 1327.
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ths aystem by Stats and local XS offices. The ETA has suggested that the
offices uss automated criteris to extract from all listed job ordsrs those that
ehould go into tha foterstats aystem. 2/ By programaing Steta and local 3ob
. bank computers to sclact tho;u Job ordars that rematn unfilled eftar s cartsin
ousber of days, or that are in particelar occu.pltlom or above a spscified ‘

salaty level, the raluctance of some &S personnel to put jobs into the system

can be over As a quance, mors jobs than in tha past should now appear

in the aystem. Moreovar, sutomated extraction of job ordars: reduces the paper—

work involved in placing s job in the ictarstate systam and could thus further

encourags participation. Iu adaitiom, hard-to~£fi1) 3job uyrdars cac .now Dde

transmitted between BS offices and Albany on computer tapes or through tale—
comunication with computars, as well as on microficke cards. As these slterns~

tive methods of information diasemination also lesssn the paperwork burden, ’
uss of the intarstats system could well be epurred.

At prasent, 11 States sre using sutomsted critaris to salact job ordsrs
for submission to the foterstats systes, 8/ Theas States are Conoecticat,
Florida, Idaho, Louisana, Michigan, Minnesots, Neveda, Mew York, Scuth Dakota,
Taxas, anl Virginia,

¥ot sll States are efther sable or willicg to awitch from microfichs carda
to computar tape or onlins telscommunication transmission of Job ordaras to Albany
because of diffaring computer capsbilities, Today, 40 Statss ars using compu-
ter tapes to submit Job orders to the Interstats Job Bask. 3/ In S Statas

1/ Based upon discussion with ETA personnel.
8/ i
. 8/ mud,

Q 89 . .
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(Missouri, Nevade, Ohio, South Carolina, aad Utah), job orders are being sent
from their computers to Albany over telecommunications linkages. Another 7
States (Arizona, California, Indiena, HMontana, Pennsylvenia, Tenreeses, and
Wyoming) are treunsaitting paper copies of job orders to Albeny.

All States continue to receive microfiche cards back from the Interstete
Job Bank £ % in their local XS offices. If Albany sent the interstete infocs-
mation to vie States ot computer taps and they stored it in their computers, the
cost would be prohibitive eccording to sowe States. 10/

The nsw Interstete Job Bank no longer will computer-satch applicants® job
\chauctorilticl to vacancies listed in Albany's computer. The ETA has deter-
nined thst the worker-job matching performed in Albsny under the 1979-1982 syscea
duplicsted ecrvices provided et thu Stete end local level. 11/ Applicant-job
wuatching now is the sole reeponsibility of State and local ES offices, regard~
less of whether the match is sade with jobs imm. or outside the State. The
Interstate Job Bank will continue to monitor referrals sud placements. 12/

During 1984, there were about 25,800 new, unduplicated job orders and
44,700 job openings in the Interstete Job Bank. 13/ Tha largest share were pro~
fessional positions (41 percent). The median selary of listed jobs was about

422,000, (See Appendix for a sample of jobs listed in the futerstete systes.)

9/ 1bsd,

10/ Mortisugu, Kan. Nationwide Job Bank Short oo Dspositors. Washingtoa
Fosty July 20, 1984, P. Al9, "

11/ Based upon discussioca with ETA perconnel.

12/ Bureau of Natiocasd Affairs. 'KTA' Kxplains Interstete Job Bank Role.
Exployment and Training Reporter. Hay 16, 1984. p. 934,

13/ Based upon discussion with KTA percounel.
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RECINT LXGISLATIVE PROPOSALS

Two bills related to job banks that were introduced in the 98th Congrass
bave been refntroduced in the 99th Congress. The Comaunity Rensval Esploymant
Act (X.R. 1036, 98th Congrees, lst session; H.R. 670, 99th Congress, 1st sassion)
proposed by Representstive Augustus Nawkins addresses the State Job bank system !
- in csction £02. The bill would appropriete $50 millicn for PY86 and for each
of the three succesding years for the davelopment and iuplementation of job banks
in every State. RElectrenic dsta processing and telecemamication systems
would be used by the job banks to id.ontify and coitinually update job openings
as well as to refer spplicants to openings, among other thinge. The bill ststes
that the computerized job banks should be compatible with other sutomated
systeas alresdy in uge.
The Natiooal Training Incentives Act (H.R. 5159, 93th Congress, 2nd ses~
sion; H.R. 1219, $%th Congraes, lst seseion) proposed by Repressntative Nancy
Johoson ‘udduuu the national job bank system in sect:. = 302. The bill would
require tha Secretary of I.abox: to submit & report to Congrees within one yoar
of ensctment on such issues as the coet of fully implementing s nationtide
computerized job bank and matching system as iatended moet tecently under
section 465 of the Job Training Partnership Act, snd the extent to which such
& program would require changes in extsting Stete ES operations.

FEASIBILITY AND MERITS

Technologicslly, I. uationwide computerized job bank and mstching syetem
is feasible. 14/ Ovsr the yesars, however, esch Stste largely has developad

14/ U.S. Congress. Job Forscasting. p. 162, 163, and 267.
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end isplescnted its job bank aysteam independently of the others. As & consc~
quence, not ell atstewide job banks ars sutomated; those that sre asutomated
sre 80 to varying degrase; end the ssparste aystems are not alwvays cospatibls.
The ETA is faced. with trying to take these diverse elemente and integrate them.
Givan this atsrting point, it 4s posaible that much of whet aslready is in
place may have to be discarded in order to build the unified system suviaioned
by Congress. 15/ 1In additfon, bringing these fragmented pisces together could
well be leas technologically astraightforwerd snd more expensive than if an
integrated aystem vere being daveloped from scratch. . )

A more fundsmentsl ieaue is whether the national job bank would improve
the functioning of the labor market, given current employer and worker uss of
the ES. Mos:t job ordars submitted to ES offices by employers require fairly
low ekill levals sud psy feirly low weges. They usuelly can be exsily filled
by workers from the lucal labor market. In sddition, they ere not the kind of
jodbs for which people would be willing to .slocste. On the other alde of the
coin, most jobseekers who g0 to ES officce looking for employment era unskilled
or seaiskilled workers. 16/ If told of jobe for which they vere qualified that
required theam to move outside cheir cowmunitiee, they probably would not do so
for & job paying the $4 - $8 hourly rate thst their skill level might comsand.
Therafors, since State end local job banks lergely contein jobs that can be
fi1lled locally and aince most ES clienty ere unlikely to be willing to move to

obtain & job, the usefulnese of sn interetete job back that contains all jobs

_1_5/ Ibid. Pe 294,
16/ Ibid. p. 162 end 163,
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ia State snd local job banke end that peruite utchln‘ of all ES clients’
chtuctcrh:lu with these jobs would be limited.

A wmore practical aystem, given currens exployer and worker use of the ES,
is to eelect from State and local Job banks only those vecancies for which
workers might be willfng to relocate. Typical charecterietics of guch jobe
might be the requirement of epeclaliz-: education, training, or experience
(ege, ekilled whitc-collar sod blue-collar Jobs) snd reletively high selery
levels.

Under the latest version of the {aterstste system, the EKTA is encour-
aging the ES to extract this type of job from their State end local job banks.
Although the number of vscanciee in the new systes {s much higher then in the
previous systes, the jobs thst are listed atill eccount for fairly few skilled
white~c-:ler snd blue~collsr Job openings. Moreover, fairly few skilled white-
and blue-collar workers look to the ES as s source of Job information. Conse-~
quently, the costs of devcloping end izplem:ating ¢ nationwids computorized
Job bank and matching systen es ort;ln{lly envisioned by Congrees may excesd
the benefits derived fros serving .uch_sc samall shsre of sll U.8. esployers,
Jobs, and workere. ’

If more eeployers would list more "high level” Jobs and 1f more “high
level® workers would ue the BS, then & nstional sutomated Job bank and match-
ing systes might be worthvhile. The basic prerequisite thet would merit such
8 aystem is getting employers to advertise their full renge of vacancies with
the ES. 17/ Then, (~>¢ g rkers became svsre that lsrge nuadars of “good™ job

openings for which they might be willing to relocate were being listed in job

33
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banks, it ie very likely that they would increasingly turn to the ES as @
sourcs of employment information. Thus, the quantity of high quality jobs
listed in the Stets end local job banke underlies the merit of the natioawide
Job bank concept. And thie ie something that fe controlled largely by private
employars, not by the ETA.
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SAMPLE LISTINGS FOR INTERSTATE JOB BANK
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AN EXPLANATION OF THE
THE NATIONAL TRAINING INCENTIVES ACT OF 1985

fundamental weaknesses in the U.S. work force were revealed during the
last recession. Incentives to train or retrain workers were virtually non-
existent. Many of those displaced from their old jobs were either ill-equipped
to enter a new occupaticn or financially incapable of acquiring new skills.
Horeover, employers and workers alike were poorly served by the Employment
service and by tne nationwide system Of unemployment benefits provided as
income assistance. In many cases benefits ran out without facilitating a meaning-
ful transition to gainful employment or to a new occupation.

The intent of this legislation is to provide incentives for worker
training, both through employer and individual incentives, to examine the
cost, feasibility, and expected benefits of a nationwide job bank system, and to
assess the possibility of using non-profit community-based organizations
to assist low-skilled individuals in £inding work.

Title Iof the bill permits employers to deduct from their tax liability
25 of any skills training expenses in excess of the average skills training
expenses incurred by the employer cver the preceding five-year period. This
provision is modeled after the existing 258 ReD tax credit, enacted in 1981
to encourage private research, and is designed to provide a tax incentive for
new training programs sponsored, paid for, or conducted by employers.

The enployer may apply the tax credit to expenditures for any state or
federally registered apprenticeship program, any employer-run on-the-job or
classroom training program, any cooperative education, or any other program
cesignated by the Secretary of Labor, The training tax credit conforms to
existing carryback and carryforward provisions found in the tax code which
apply to the R&D credit.

Title IT of the bill is designed to assist structurally unemployed workers
by allowing them to use for retraining funds invested in Individual Retirement
Acoounts (IRAs) or annuities. The bill permits an unemployed individual or one
who has received advance notice of layoff to withdraw without the existing 10%
interest penalty up to $4,000 for the purpose of financing occupational training.

H

Any individual who is uncmployed, has obtained job counseling within the
last year, and meets certaln pasic requirements under the unemployment com-
pensation law may make withdrawals from JRAs or annuities for training purposes.
Those who have received a notice of layoff within six months may also make
withdrawals., The individual must first obtain employment counseling from a
local employment of fice before withdrawals can be made; the employment ot fice
then certifies in writing that an individual is eligible to make such withdrawals,
using criteria established under existing unemploymer®. compensation law.

El{fC‘ I8
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The certificate of eligibility, along with an invoice or other evidence
of enrollment from a2 qualified training institution, is then presented by the
individual to the trustee (bank or other financial institution) of the IRA or
annuity. The amount needed (up to $4,000) is then issued to the training
institution in the form of a voucher and is not taxable. "he voucher can be used
to pay a variety of expenses associated with the training program, including
books, tuition, fees, materials, and special tools or equipment.

Training orograms that individuals may purcue under this legislation are
in general any programs offered by a qualified institution (an institution
of higher education, a postsecondary wocational institution, a proprietary

- institution of higher education, and those institutions meeting critenia

established by the Secretary of Labor) which prepares participants for gainful
erployment. The statutory definitions of “training program® and “quaiified
institution® track those in existing law, and anti-discrimination provisions
are applied to all qualified institutions and eligible training programs.

Title 11 also removes a disincentive against retraining by providing that
any displaced worker otherwise eligible for unemployment compensaticn shall
not be denied such payment dve to participation in a training program.

Title 111 of the bill directs the Secretary of Labor to report to Congress
within one year on the extent to which a nationwide job bank system can be
expected to increase employment opportunities in each state, its wst, and its
adaptability to existing unemployment services. The Secretary must also asses.
in the report the feasibility of using nonprofit, privately-operated job-referral
services for the referral of individuals to jobs in low-wage industries where
little or no skill is a prerequisite for employment rather than using state
employment service offices. Title III also authorizes funds to cover adminis-
trative expenses incurred through the counseling and certification process:
this amount ($37 million) is equivalent to 5% of the current administrative
budget for the U.S. Brployment Service.

Title IV amends the Job Training Partnership Act to instruct Private
Industry Oouncils (PICs) to make available throughout service delivery areas
information regarding training programs. Title IV also provides that, for the
purpuses of detemmining eligibility for pell grants, any amount withdrawn from
an IRA or annuity for training purposes as well as any amount received in the
form of unemployment conpensation shall not be included as family income.

39
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et Congress of the Tnited States e

Jont COMMITILE OM TAXATION
1015 LONGWORTH HOUSE DKL BULDING

Washington, B,C. 20515
FEB 19 1985

Honorable Nancy L. Johnson
U.S. House of Representatives
tvashington, D.C. 20515

Dear Mrs, Johnson:

This is in response to your request for a revenue
estimate for your proposal to (1) suspend interesr penalties
on withdrawals from Individual Retirement Accounts by
qualifying unemploycd individuals, if the funds are used for
occupational retraining; and (2) establish a 25 percent tax
credrt for investments in any skills training expenses in
excess of the average skills training expenses incurred by
the employer over the preceding three-year period.

Assuming an effective date of Jaauvary 1, 1985, we
estimate that the proposals would have the following cffect

on Federal budget receipts.

Fiscal Year

1985 1986 1987 1988 1989 1390
(85113ons of Dollars)
-0.1 0.7 ~0.9 -0.8 -0.5 -0.4

1f we can be of further aqﬁistance please contact us.

\Mm%

David H. Brockway

100
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INDIVIOUAL RETIREKENT ACCOUNTS

1982 Returns

$1.00 - 15,000
£15,000

$50,000 - more
a TOTAL

50,000

$1.00 - 15,000
$15,000
$25,000 - 50,000

25,00C

$50,000 - more

TOTAL
$30,000 and belnw
$30,000 and up

TOTAL
$25,000 and below
$25,000 ~ 50,000
$50,000 - more

TOTAL

Revenue Service, Vol. 4, No. 3, Winter 1984-1985, P. 28,

ERI!
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1,480,532
9,094,847
3,119,295

13,594,674

1,480,522

2,543,478

6,551,369

119,295
¢

e

5,575,720

8,118,954
13,694,578

4,024,010
6,551,369
3,119,295

1094,

Source: Statistics of Income Bulletin: Department of the Treasury, Internal
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DIGEST OF DRAFT LEGISLATION TO BE PROPOSED BY
REPRESENTATIVE NANCY L. JOHNSON OF CONNECTICUT, TO PROVIDE INCERTIVES FOR
WORKER TRAINING THROUGR BOTH EMPLOYER AND INDIVIDUAL INITIATIVE AND TO REQUIRE
TRE SECRETARY OF LABOXR TO S$TUDY THE FEASIBILITY AND COST OF A NATIONAL JOB BARK

The following is & digest of draft legislation which is "to provide incentives
for worker training through both employer and individual initiative and to require the
Secretary of Labor to atudy the feasibility and cost of a National Job Baok."

Mational Training Incentives Act of 1985 - Declsres that it is the policy
._[\d responsibility of the Federal Government to encourage cooperation between
employers and employces to proote training prograss vhich will assist employees,
should they be diaplaced from the work force, in training for a trade or occupatica
for which present and future emdloynent opportunities exist.

Enunerates congressional findings with respect to the inadequacies of
existing employment and training programs, the importance of such programs o
the nstional security and economy, the current funding of such programs, the
impact of foreign trade competition on the U.S. econony and job market, and the
inadequacies of the unemploywent compensation system.

Title I: Amendments to Internsl Revenue Code of 1954 Relating to

Eaployee Training - Amends the Internal Revenue Code to establish an employse
training credit for employers.

Adds such employee training credit to those credits which are included
in the current year business credit for purposes of determining the general

business income tax credit for & taxable year. (The Internal Revenue Code

ERIC 102
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'provilionl for such general busineas income tax credit permit three-yesr

carrybacks and 15-year cerryforwsrds of unused credits, with specified
linitationa.)

Makes such employee trsining credit for sny taxsble yesr equal to 25 percent
of the exceas, if any, of: (1) the qualified trasining expunaes of the taxpayer
for auch taxsble yesr, over (2) the bsae period training expenses of such
taxpayer. Defines “quslified trsining expenses”" aa the aggregate smount of
expenscs paid or incurred by the ta: vayer during the taxsble yesr in connection
with the trsining of eaployees under spproved trsining programe. Defines "base
period trasining expenaes" as the average of the qualified training expenaes
for esch yesr in the bsse period. Defines "basse period" ss the five taxsble
years of the taxpayer 1mmedistely preceding the tazable year for which the
deterninstion is being made ("the determinstion yesr"). Sets forth transitionst
rules for the first four determination years beginming sfter December 31, 1984.
Sets minimun bsae period traiaing expenses by providing that, in the case
of sny determinstion yesr of the tsxpsyer for which the Qualified trasiming expenses
exceed 200 percent of the base period training expenses, "50 percent of such
quslified training expenses’ shall be gubstituted for ''the base period

trasining expensea” in the formuls to determine the amount of the credit.

163
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Definas “epproved treining programs,”™ for purpossa of such employee
treining credit, to include: (1) any epprunticeship progran regietered or
spproved by Faderal or Steste agencies; (2) eny employer—designed or
exployer-sponsored treining program which meete certein requirements
prescribed by the Sscratery of Lsbor (Secretery); (3) any cooperetive
education; (4) any training program designeted by the Secretery which is
cerried out under the supsrvieion of sa institution of higher educetion; or
(5) any other training program spproved by the Secratery.

Sets forth speciel tax rules for the sggregstion of qualified training
sxpenses, allocgzions of such credits, end edjustments to such employes
treining crédit smount for ecquisitions and diepositions of s trade or business.
Specifice thet the esployss treining credit shell be in sddition to any
other deduction or credit sllowed for the ssme expenssa vnder the Federal tax
law,

Amends the Internel Revanus Code to ex:mpt {rom suy penalty tax esrly
withdrsvel from an individucl retirement eccount or ennuity (IRA) of a
disepleced workar if such vithdravels sre made to pay treining sxpensss,
do not exceed the sllowsble swount, snd are made in &ccordence with the
reqniremente of this Act. lncorporates provisions of title II of this Act
relating to the definition of displeced workere, treining expenses, end sllow-
sble IRA dietributions within the Internal Revenus Code provisions relsting to

individusl retirement eccounts end ennuitiss.

104
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Title I1: Withdravala frow Individual Retirement Accounts and Annuitiea

for Job Training for Displaced Workera - Entitlea a displaced worker to apply

to the Secretary of Labor {(Secretary) for certification of auch individual’a

L] i
status ss a displace? yorker.
Definea 8 "diaplaced worker” ss any individual, as of the time of appli-
N cation for s certificate, who has at least 20 quartera of coverage under

title II {Old Age, Survivors end Dissbility Insurance) of the Social Security
Act, vho has rececived esployment counseling within the past year from an

agency approved by the Secretary, snd who is in one of the following categories:

(1) receiving regular Stste ployment compenaation; (2) exhsusted the right
to receive such compensstion; (3) unemployed, or received notiﬁc;tion of
terminstion of employment within air montha, due to permanent closure of a
plant or facility; or (4) unemployed for aix months or more and with limited
opportunity for employmeat in s similar trade or occupstion within a reasonable
conmuting distance.

Permits diaplaced ~orkeras to withdraw amounta from their individual
retirement sccoat or annuity (IRA) to pay the expense (tuition, feea, dooks,
supplies, or required equipment) of an eligible training program. Limits the
scounts of such IRA withdraval to $4,000 per year (with coat-of-living ad just~
ments), minus aggregate amounts distributed for training expenae payments ip
the four immediately pre.eding taxedble years.

Requiras withdrawals from en IRA for training expenses to be made only
through the use of a voucher isaued by the account truastee or insurance company

cuatodisn upon presentation to such trustee or custodiasn by the displaced worker

of a displaced vorker certificate and sn invoice or statement evidencing that

ERI
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auch worker haa enrollad in an eligible treining program. Bct; forth require~
menta for tha presantation and radesption of vouchera for peyment of job
training expensaa. Prohibitas depositery institutions from asaesaing any
penalty against a diaplaced workar for early withdrawala from an 1RA to

pay auch training expenass. Permita sdjustments in the rate of retura on
certain inveatments when IRA funda are withdrawn to pay auch training expensea.

Provides that the participation of diaplaced vorkera in an aligible
trainiog program shall not disqualify auch workera for uac-plo.y-tnt compenaation
to vhich they are otherviae entitled. :

Definea "eligible training program™ aa a training progran offared by an
by an inatitution of higher education, a postascondary vocational inatitution,
a proprietary inatitution of highar education, or any other imstitution approved
by the Secretary which preparas studenta for gainful empioyment in a trade or
occupation in which presant and future employment opportunitiea exiat. Re-
quirea the Secretary to promulgate regulations for: (1) the application of
an educational institution for qualification of ita training program; and
(2) criteria for determining whether auch a job training program qualifies
aa an eljgible training program under the terma of thia Act. Directa the
Secretary, for purpoasa of determining whethar certain job training programs
qualify aa sligible training programa, to conaider any determination relating
to auch progrsma made by: (1) the Adminiatrator of Vaterans' Affaira or a
Stata approving agency for veterana’ educational programa; (2) s private
induatry council established undar the Job Training Partnership Act or other
official or group empovered to maka determinationa under auch Act; (3) the

Secretary of Education; (4) sny State c«ducation agency; or (5) a nationally

ERIC 106
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recogaited accrediting agency which the Setretery determines to be raliabdle
in evelusting the quality of job trsining ;aro;r-o. Seta forth nondis-
crimination requirements for institutions offering such job training
programs.

Requires the Secratary to minimiss ths asount of paperwork and time
necesssry to certify any individual es a displeced worker or any treining
progras as an sligidble treining program.

Yitlas IIX: Steta Ewployment Service Responsibilitiss Certificetion and

Refarrals - Directs tha Secretary of !-lbqr to sllocats funds to dtates to
reimburse administrative co-‘t- of publie ;aploy-ent offices which provide
certification for displaced workera, labo? market snd training information,
and job search sexvices. Authorizes sppropristions for such purpose
for ¥Y 1986 and thereaftar.

Directs the Secratary to submit s report to the Congress on s nstionwide
computerized job bank and matching program suthorized under the Job Training
ad Partpership Act.

Title IV: Miscallanecus Provisions — Amends the Job Training Partaership

Act to direct the private induatry councile ssteblished under such Act to wake
informstion oo job training programs aveilable throughout their sarvics delavery
sreas. Exempts such councils from limitstions on expenditures imposed by such
Act in providing auch information.

Excludes from the computation ofgths swount of tha sxpected fanily
eontribution to & ctudent for Pell Grant purposes any unemployment compensstion
recaived by sguch mtudent or any IRA distribution used to pey treining expenses
of such student, provided such student is certified aa s displeced vorker under
the tetaus of this Act.

107
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Mational Training Incontives Act

1ssves for Discussion

BUDGETARY QOSTS

: The National Traintig Incentives Act will be very costly at a
time O budgot deficits.

Robuttal: This bill provides two approaches for retraining, neither of
vhich requires dirvect foderal outlays. The first approach, the IRA and amnuity
provisions, which allow workers to withdraw money fran these accounts for their
own retraining, builds upon an existing private finance system. 7Tho second
approach, the 25% tax credit, in contrast with federal training progrims which
require one dollar in foderal outlays for every dollar spent on training, would
generate four dollars in private ssctor training for every dollar in lost
foderal revenues. These incentives will have no cost to the federal Treasury
unless business and workers thamsolves docide that more money nseds to be spent on
retraining. -

7his logislation also responds to the need for U.S. business and industry
to campete in » ylobal econawy. Without a sufficiently trained work force,
Morica's corpetitive positicn will significantly deteriorate, resulting ina
lowor standard of°living for virtually all Mericans. Moveover, abeent such
policies, increased protectionism would likely result, producing higher costs to
oonsumwers for impocted products.

WHO WILL BENEFIT?
charge: This logislation will assist only a small minority of workers.

Robuttal: This legislation is designed to address the problems zssociated
with the tralning and retraining of all the workforce. It is not intended to
replace or duplicate existing progranms such as JTPA or Dizplaced Workers prograns,
but is intended to gtimulato a xore realisti., better cooxdinated, and comprehensive
use of resocurces for training.

The 25% tax credit will help currontly seployed workers avoid future
displacement through increased ewployer-sponscred retrafning programs. Furthersove,
the tax credit could be used by amall businesses or unprofitable firms becaves of
its carry-forward and carry-back provisions. The IRA and annuity provision
provides individuals who are unewployed and collecting unemployment insuxance
with an increased capebility to finance their own rotraining without having to
divert funds from thoir own day-to-day inccmo. At tho end of 1983, over 13 million
individuals hold IRA accounts, with over five million of these held by individuals
with annual household incorss below $30,000.

108"




TAX _SIMPLIFICATION & TAX CREDITS

Charge: Doesn't this proposal fly in the face of efforts to simplify the

_—

code?

Rebuttal: This spproach is consistent with the Treasury plan for tax
neutrality. tho Treasury plan continues investment incentives for resoarch
and development, and for new plant and equipment, but f£ails to acknowledge
the humn element in coopetiitiveness. It extends the current 25% R&D tax |
credit, and replaces the ACRS with a new depreciation schedule for plant and
equipment. By containing the essential human component of competitiveness,

) our proposal makes the Jreasury plan truly neutral.

As budget deficits force Qongress to consider trimuing various cmployment
programa, Congress must also consider the neod to put in place incentives
for worker training and retraining., The incontives provided in this legislation
are demand-driven, triggered only as employers and employces decide for thom-
sclves on the need for retraining. It is critical that Congress implement this
preventive approach to worker dislocation in advance of any possible econcric
downturn.

DOES RETRAINING HELP?

%‘_gm Those who are faced with unenployment do not readily adapt o
training noc do they have the flexibility oc resources to undertake
rotraining on their own,

Rebuttal: BEployor f£inanced retraining through tax credits will involve
workers who have a demonstrated ability to be trained and who already function
sffectively in industry. The IRA provision, because it involves employee funds,
creates an incentive whoreby enployees who soek retraining have a greater
personal stake in tho selection and quality of their retraining.

Moroover, in the 19308 the work force growth rate will be only half as muxch
as it vas in the last docade. As a rosult, today's workers will constitute
over 50% Of the lshor force in 1990. Also by 1990, over half of all U.S.
workers will be botween the ages of 24 and 44 — the most productive years for
workers. This refresents a major opportunity to increase productivity if these
sorkers can be adequately trained or retrainod.

o 10¢
ERIC OS

Aruitoxt provided by Eic:



ERI!

Aruitoxt provided by Eic:

EMPLOYER PARTTCIPATION:. -

1 A corporation and an individual could pay into a joint acoount
to be the worker in the event of displacement.

Rebuttals Under this bill there is nothing to prevent an employer from
contributing to an IRA for retraining or retirement. Moveover, under the
current IRA mechanism, employers can contribute to an eployee's retire-
mant acoount. .

The problem with other approaches, such s an Individual Training Account,
is that they require joint employer-employes participation, and that employees
soeking such an account would depend upon the willingness of their eployers to
participate. As 2 result, the only way to ensure the establishment of a training
account would be to mandate employer-employee participation. 7This would amount
to the creation of a new and costly payroll tax at a time when Congress is unable
to raise funds to paypse nation's current bills.

~

FMPLOYER INCENTIVES

: Since aff employer can take a deduction for retraining, why is
tiis Tegislation necessary?

Rebuttal: This bill recognizes that the importance of investment in worker
retra similar to the irportance of investment in R&D and equipment.
specifically, the bill pemits esployors to deduct a portion of amployee
training and retraining expenses from federal tax liability. Firms couid
deduct from their tax liability 258 of training costs above the campany's
training costs of the previous five yoars. This differs substantially from a
straight-1ino business-expense deduction, which could still be used with the
tax crodit, but which falls by itself to differentiate ocne type of business—
expense fram anocther. Moreover, the tax cxedit will not reward current
rotraining, but will reward retraining over and above a f£ive-yoar average.
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STATEMENT OF NILLIAM F, CLINGER, JR.

Madam Chafrperson, thank you for allowing me to proceed out of order,
1 will limit ay remarks to & few brief observations on H.R, 5159, which 1

am pleased to report has a bipartisan co-sponsorship 1ist of 36 members.

1 would 1ike to compliment you and the Subccuaittee for scheduling this
hearing today on worker retriaining, an fssue | am sure we would all agree is of
vital importance to our nation. T would also like to compliment Dick Durbin and
Shelly Boehlert, and my Wednesday Group colleague, Nancy Johnson, for their

inportant work and leadership on this issue.

As you may know, many of the provisions of H.R. 5159 were orginally
developed in 3 Special Report on Human Capital which was authored by Dr, Pat
Choiate and released by the House Wednesday Group in July 1983, with 2} members

of the Wednesday Group as sponsors.

We are 331 aware of the need for legislation in this area. In the 1980s
the work force growth rate will be only half as much as it was in the last
decade. As 3 result, today's workers %ill constitute over 90% of the labor
force in 1990. Also by 1990, ovzr half of 311 U.S. workers will be between the
ages of 24 and 44 -- the most productive years for workers. This represents a
sajor opportunity to increase productivity if these workers can be adequately

trained or retzained,

Sriefly, H.R. 5159 15 a demand driven, market-based approach, which puts
into place government incentives that are trigyered only when busincsses and
workers decide for themselves to finance additional skills training. It butlds
upon existing systems and resources and links business, goverament, and individual

workers to maximize our human capital investments.

ERIC

Aruitoxt provided by Eic:




108

the first prong of the legislation allows displaced workers to finance
retraining with moncy withdrawn, without penalty, from their IRA or annuity
accounts. This approach does not call for direct federal outliys of money, but
rather ties into an existing finance system which at the end of 1982 reached over
12 million households, many of which are supported by individuals with annual

incomes under $30,000.

The second prong of the legislation {s a tax credit to businesses which
invest in worker retraining. The training credit would be similar to the
existing R&D tax credit, and would permit businesses to deduct froa the:r tax
liability 25% of training costs above the company's average training costs of

the previous five years.

This approach recognizes the importance of .nvesting in worker retraining
' simtll; to the tiportance of investing n R4D and plant and equipment. It differs
substantially from a straight-line business expense deduction, which could still
be used with the tax credit, but which fails by itself to provide sufficient
incentive for business to invest in worker retraining. Moreover, the tax credit
will not reward current retraining, but will reward retraining over and above a
five-year average, and could be used by small businesses or unprofitable fir.s

because of 1ts carry-forward and carry-back provisions.

For every dollar 1n lost federal revenues, this approach will generate
four dollars in private sector training. It also offsets part of the financial
costs to employers when workers trained by & company take their skills to another

firm. This should particularly help small businesses.

Let me also mention that this bill provides that the participation of displaced

workers in an eligible training program will not disqualify these workers from

EI{IIC 112:
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vnemploynent cosgensation Lo which they are otherwise eatitled. As the

Commttee knows, only thirteen states at present allow a worker in a

retraining program to receive unemployrent compensation, What we need, Madim
Chatrperson, is to provide 1ncentive for workers to seek retraining at Lhe earliest
possivle time, thereby allowing them to acquire new skills and to depart the
vaemployment rolls. What we do not need 1S 3 System which mendates that people

wait uat1l their unemployment has run out before they can develop a new skill.

Let me emphasize that this bill is not intended in any way to replace JTPA
or otner efforts of Conyress to assist the disadvantaged, but rather supplements
these efforts. JTPA must be left untouched so that we can accurately determine
its effectifeness ond 1tS worth. But we sre talking about 2 significant problem

wn America today which may need more than o TPA.

What are the significant merits of H.R. 51597 First, business and workers
finance their own retratning, resulting in yreater controls on both the
dppropriateness and quality of the training. Second, our proposal is
flexible, pecause 1ts incentives are not linked to the vicissitudes of the
Congressional budgeting process. Lastly, these incentives will have Ao cost to
the federal Treasury unless businesses and workers themselves decide to spend more

roney on retraining, thereby trigyering the legislation’s tax incentives.

Before 1 conclude, let me offer a few words about the Individual Training
Account legislation, sponsored by my colleagues from Hllinois.angd New York,
Mr. Ourdin and Mr, Boehlert, and developed by my good friend and former

colleague at the Economic Development Administration, Pat Choate.

As you may or may not know, the House Wednesday Group and the Kortheast-

Nidwest Coalition worked jointly for some time on worker retravning
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legislation, As you can see, the resuiting efforts are quite different.
1 think it important o share with tne Committee the reasons we abandoned the

Individual Training Account approach.

One issue is whether the 1TA will ve voluntary or mandatory. A voluntary
approach may not cost the Federal government very much, but will workers and
vimployers, as required by the 1TA eppruech, participete in sufficient numbers
to ensure a viable program? 1 think not. Saving money for retraining, it scems
to me, simply will not have a high enough priority when people decide how to
allocate their discretionary tncome. That leaves the mandatory approach, which
would guarantee participation, but would require a new and expensive federal
payroll tax and would, in effect, socialize the cost of retraining for what my,
tn the end, be a narrow group of people. As this Conmittee knows, estimates
on the numbers of displaced workers var) from Just under 100,000 to over

two nillion.

Further, although H.R. 4832 is described as wholly voluntary, employers who
Jgo not participate would continue to be subject to a §14 per employee surcharge
to the Federal Uncmpioyment Tax. Employers would also be subject to a tax penalty
of 3378 per employee 1( their states falled to participate in the program.
Mureover, the dnnuel umployer-cmployee 1TA payuent of $500 per employee s rearly
five times greater than the average unemployment tax per employee, and that does nct
fnclude the tax loss to the federal government tnat will result from the 1TA's

tax {ncentives.

While both bills have the same objective, and both bills should receive
further consideration by this and other Conmittees, 1 strongly believe

that the National Training Incentives Act provides the proper incentives for

erployees and employers to meet our nation’s retraining needs. H.R. 5159 s not
¢ paneced for the problems faced by displaced workers, but its enactment would be

an important first step,

*Again, 1 appreciate the opportunity to testify on this legislation, and look
forvard to working with the Comnittee as 1t continues to explore appropriate

federal policy.
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lsshington, D.C. 20513

ear Stevel

henks for maeting with our Naticnal Issuss Committes.
8 the Comnittes &eliberations the day following your
isic, the consensus was quite positive on K.R. 5139,
he Mational Treining Iacentives Act. We do heve some
camente On detsils that we think would be fmportent to
he purposss of the proposed lagislation.

irst, vo believe that improving the quauéy and
capetence of the work force e a key factor in netional
conosic eurvivel and growth in the nsv world marketplecs.

uther, the role of ensployer-provided education and
reining thes work force is the most importent single fector
3 the on~going dsvelopment of a coapetent vork force. Thue,
* belisve that ve nsed more of it sven though it is now

¢ largest element, by far, ia work force retreining.

% eignificent benetfit of the employer tax incentive spproach
1 that the iavestasnt in our human capitel would necesserily

! stzongly nesds-related because smployers weould be spending
wir ovn monsy for what they really need, not f{or odsolets

¢t fzzelevent e=aining.

»

suming the eeveral wrinkles can be ironed out, our
‘gonisotion will undoubtedly support the legislaticn ectively.
think this would be impoxtent to the bill eince our group
ipreseats the constituency thet would be xost directly affected --
wcept, of cousrse, tho overesll work force.
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1. s thisk it important that ths employer tax oredit
be in addition te the prsseat practice of trsating training
coste as Ordimery busineys expenses. Othervise, I'n afreid
thers would not dbe sifficsat incentive for many smployers

te participats. P

2. BRagarding the employer tax credit, we strongly suggest
that the dsfinition sf "training® ba changsd, Kuch of the
bast espleyse trsining is net ocendvoted in er0lasexocm,”’

por ss, Sophisticsted uplom treining is sftsan accomaplished
vary sfficisatly through met ologies such se computer~
sssistsd iastruction, lebs, workshops, sslf-3iracted prograns,

ati.

The tere “supervised om ths=job~exparionce® is 1ixsly to -
lead te trouble, too. Just sbout 01l *on=ths=-3ob-experience®
is supervissd s0 you could hevs esploysrs rsading that es all
work Qualifise for the tex credit which pzobably is not what
you had in 8ind. Ws wGuld suggest a datinition of training
such o8 we ore using im our resessch project on dats gathering
for eaploysr-provided educeticn snd treining, It is contained
in the snclosed mamo we sre using for a £i¢ld tast on the
quastioanaire we've just devsloped.

|
Onfortunstely, ss we expleinsd at ths mseting, current corporate
practices im cost accounting for training leave much to be
desixed. Many employsxs hsvs only the skatchiest information
sbout what ‘h.{ spend for smployss training, and among those
who 40, thare is 1little consistency in formit. )

I have just collected aasples of training cost sccounting practices
fiom & group Of Our members snd they herdly rassuble each other at
sll. (1°2) be glad to show them to you if you 1liks.)

Thus, Ve euggest that ths legislation prescribe ths kinds of
sxpensss that would be sllowsble under the tex ciedit in some detail.
1 know that prescriptive dstaile in legislation hes its m-wb:c:u:'.I

© the

too, hut should this 1egisletion bs enacted, scae direction
regulation writers would be sntirsly in ordsr. '

We hnev fxom expariencs with the Imployee tducationsl Assistance
tax rsgulations, that regulation intsrpratation can sasily 1se4 toO
widsspread confusion, unintsnded rssults and tax court litigation.
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%0 hslp avoid some 0f the snticipated problems with allewadls
costs, wa havs snclosed & brist Clessificacion achems fer
traising costes. This i0 Dessd €8 our pravious work s this
ares sné ths sample cost “cherts of sccount” ve Juve Just
rsviewad. This Aight be sinplified.a bit mors fsr legisletive
purposss, but ve 40 suggsst thst the legislation include
intent about vhat kiads of training costs would be allcvedls,

3. I think our view could well be te support ths use of I
funds that ths Bill proposes, too, but vs would like ts sse the

IRA data you mentioned snd srs ssnding slong.

T hope this is helpful, snd plesass 1lst us know if ve can
do saything further,

thanks again., We do appreciste {ou initiative in what we

ssa as virtually the first positive Congrsesional initistive
that would dizsctly build s mors compstant oversll work force.

Vsry truly yours,

’W Z‘a..—
Robest L. Cralg

Vics President
Government Affsirs .

RLC;:vh

gnclosurs
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Mrs. Jonnson. I am also pleased to recognize the support of Con-
gressman Harold Ford as an original co-sponsor of the National
Training Incentives Act that Marcy and I will discuss ir some
detail right now.

The overriding concern of all of us is human capital in this
Nation and how we can better invest in workers and skill develop-
ment and an adaptability for the future. Qur Nation’s human cap-
ital has been offered programs compartmentalized and succinct
without any broad policy to back them up or to integrate them.

Our current national training policy does not enable us to re-
spond to rapid change and does not reach large numbers of people,
is not comprehensive. Many Americans today face the anguishing
possibility that their skills will become obsolete. I know many of us
saw that vividly in the recession of a couple of years ago, that indi-
viduals faced the problem of obsolescence, prolonged mid-life unem-
ployment that destroys their accomplishments and destroys their
hopes for the future. Although a stronger economy is providing
millions of new jobs, many workers remain displaced from their old
_}obs because they do not possess skills that are relevant to our

uture.

People, like those that I represent in New Britain, Bristol, and
Torrington, Connecticut, certainly have lived with this difficulty of
displacement of the pace of change in our society of the need for
more flexible and effective and comprehensive training policies.
And that is really why I am here with my coulleagues at the table
here and with you and your subcommittee today.

What we need is an ongoing system that will ensure broad in-
vestment in ‘raining, coupled with a savings plan with individual-
ly-initiated retraining and can be used as a hedge against unem-
ployment.

In addition, the job training mechanisms we support today and
in the years ahead must be programs that anticipate change, that
respond quickly to change, and that afford the most relevant train-
ing to the broadest possible segment of our population at the least
possible cost.

The National Training Incentives Act is designed to achieve
these objectives and is distinctly different and takes a different ap-
proach from that proposed by my colleagues. And that is why we
are here together.

Our legislation would stimulate job training by providing a 25
percent tax credit that would be applied to any employer-paid
training expense above the company’s average training expendi-
tures of the last 5 years. This training tax credit could be applied
to any employer-run, on-thejob, or classroom training program,
any State or federally registered apprenticeship program, any coop-
erative education program, or any other program approved by the
Secretary of Labor. This tax credit is much like the existing R&D
tax credit which we know through experience has stimulated in-
vestment in research and development.

We believe there is every reason to conclude that providing this
kind of tax credit for investment in human capital would stimulate
that same expansion of investment into this aspect of competitive-
ness so important to our future.
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It is a very efficient mechanism for leveraging job training For
every dollar in lost Federal revenue, this credit would generate 4
dollars in private sector training. Further, while our Nativn com-
mits nearly $50 billion each year in tax incentives for plant and
equipment modernization and research, we comunit less than $1 bil-
lion to the important work of developing the skills of our work-
force, investing in human capital.

It is this imbalance between the $50 billion for investment in
plant and equipment and the $1 billion for investment in people
that is part of my concern, a balance that needs to be redressed.

Second, the tax credit gives us the ability to provide a vary
broad-based stimulus to training and an ongoing one that doesn't
need annual appropriations, yearly action by Congress. It is the
breadth of this stimulus that would enable small companies as well
as large to take advantage of it. It would certainly stimulate train-
ing in the small towns tnat I represent, many of which are under
5,000 and in rather isolated areas. So, the breadth of the 25-percent
taxncredit is one of its strengths and one of its uniquenesses ag
well.

Next, the decision to train workers would be made in response to
changing economic conditions or market forces so that training is
proactive, equipping workers with skills needed for the future. The
trainins dollars are placed in the economy precisely where the new
jobs and the new opportunities are growing and emerging.

Finally, we believe that these approaches that we are talking
about here today are consistent with the President’s plan for tax
neutrality. As my colleague, Dick Durbin from Illinois, has en-
larged on that, I won’t go through it again. But certainly a tax code
that encourages research and development, investment in plant
and equipment, ought to encourage the investment in human ca
ital that is of equal Linportance to our competitive position and wﬁi
mean that the tax code will not favor some companies over others,
will not favor those who are equipment-dependent or research-de-
pendent over those who are people- and skil -dependent.

So, if we are looking for a tax code that is neutral in regard to
stimulating economic growth in America and supporting develop-
ment of sectors of our economy, certainly we want to address
the issue of human capital development in the tax reform bill
before the Congress.

I would briefly remind you that our bill does have in it an IRA
provision that seeks to serve the same purpose as the individual
training account does, permitting individuals to have some re-
sources available to them for their own training. I will leave the
testimony to speak to you about that in detail.

Other components would address the problem of unemployed
people being denied an opg:)artunity to participate in training pro-

ams, We would prevent that perverse policy that has been so ad-

ered to in our Nation. Our bill also calls for the Secretary of
Labor to study the feasibility and cost of a national f'ob bank.

Administratively, the cost of our bill is extremely low and does
not require a whole new bureaucracy. Again, I would reiterate, as
did my colleague, that this is not meant to be seen as the national
training policy. This is meant to be a component in what we need
to develop as a more comprehensive, effective, broad-based stimu-
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lus to training, a truly national training policy that will serve us in
the future,
[Prepared statement of Hon. Nancy L. Johnson follows:]

120°
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PrerAzED StATEMENT OF HON. NaNCY L. JOHNSON, A REPRESENTATIVE IN ConGrrss
FroM THE STATE OF CONNEXCTICUT

MR. CHAIRMAN:

I AM PLEASED TO BE A PART OF THIS HEARING TODAY AND WANT 10
COMMEND YOU FOR DIRECTING THE ATTENTION OF THE SUBCOMMITTEE TO THE
ISSUES OF JOB DISPLACEMENT AND RETRAINING., THESE ISSUES ARE NOT

* JUST MATTERS OF WHETHER OR NOT PEOPLE CAN FIND JOBS OR AVOID BEING
LAID OFF. 1IN ADDITION TO THEIR SOCIAL IMPORTANCE, THEY ARE MATTERS
WHICH IMPACT OUR NATION'S ECONOMIC PERFORMANCE AND WORLDWIDE
COMPETITIVE POSITION. 1IN FACT, THE DEGREE OF PROSPERITY WE ATTAIN
IN THE YEARS AHEAD WILL DEPEND IN LARGE PART ON HOW HIGHLY SXILLED
OUR WORKERS ARE AND HOW QUICKLY THEY CAN ADAPT TO CHANGE.

I ALSO WANT TO COMMEND MY COLLEAGUES, DICK DURBIN AND SHERRY
BOEHLERT, AND THE NORTHEAST-MIIWEST COALITION, FOR THEIR LEADERSHIP
ON LEGISLATION TO ADDRESS THE CHALLENGE OF OUR RETRAINING NEEDS.

I AM A COSPONSOR OF THEIR BILL, THE INDIVIDUAL TRAINING ACCOUNT ACT,
AND WILL ACTIVELY SUPPORT ITS CONMSIDERATION IN THE MONTHS AHEAD,

I AM DELIGHTED TO HAVE APPEARING WITH ME CONGRESSWOMAN MARCY
RAPTUR AND CONGRESSMAN BILL CLINGER. BOTH HAVE GRACIOUSLY AGRERD AS
ORIGINAL COSPONSORS OF THE LEGISLATION WE ARE DISCUSSING TO SHARE
THEIR VIEWS WITH US TODAY. I WOULD ALSO LIKE TO RECOGNIZE THE
SUPPORT OF CONGRESSMAN HAROLD FORD AS AN ORIGINAL COSPONSOR AND TO
ASK THAT HIS WRITTEN STATEMENT OF SUPPORT BE INCLUDED IN THE RECORD
TODAY.

OUR PANEL COMES TO YOU TO TALK ABOUT HUMAN CAPITAL; ABOUT
INVESTING IN AMERICAN WORKERS AND CULTIVATING THEIR SKILLS. TODAY

ERIC 121,
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ASK YOU TO KEEP IN MIND THE CONCEPT OF HUMAN CAPITAL AS WE PRESENT
TO YOU A PROPOSAL WE HAVE INTRODUCED AS THE NATIONAL TRAINING
INCENTIVES ACT.

OUR NATION'S HUMAN CAPITAL HAS BEEN TINKERED WITH OVER TIME BY
AN ARRAY OF GOVERNMENT JOB TRAINING PROGRAMS. BUT-WB ARE STILL
SEEKING SOLUTIONS TODAY TO THE DISPLACED WORKER PROBLEM BECAUSE THE
PROGRAMS WE HAVE ENACTED DO NOT RESPOND TO RAPID CHANGE AND DO NOT
REACH LARGE NUMBERS OF PEOPLE. IN ADDITION, PROGRAMS SUCH AS TH2
JOB TRAINING PARTNERSHIP ACT, HOWEVER USEFUL, REQUIRE ANNUAL
AUTHORIZATIONS AND APPROPRIATIONS BY CONGRESS. AMERICAN WORKERS
CERTAINLY DESERVE ¥ORE THAN THIS APPROACH THE FUNDING FOR WHICH IS
MORE THE PRODUCT OF OTHER CONSIDERATIONS THAN OF THE TRAINING NEEDS
OF OUR NATION.

MANY AMERICANS TODAY FACE THE ANGUISHING POSSIBILITY THAT THBIR
SKILLS WILL BECOME OBSOLETE AND THAT PROLONGED MID-LIFE UNEMPLOYMENT
WILL DESTROY THEIR ACCOMPLISHMENTS AND HOPES FOR THE FUTURE.
ALTHOUGH A STRONGER ECONOMY IS PROVIDING MILLIONS OF NEW JOBS, MANY
WORKERS REMAIN DISPLACBb FROM THEIR OLD JOBS BECAUSE THEY POSSESS
SKILLS NO LONGER IN DEMAND.

MANY PEOPLE IN TOWNS LIKE NEW BRITAIN, BRISTOL, AND TORRINGTOL:,
CONNECTICUT--TOWNS THAT I REPRESENT--DISCOVERED DURING THE LAST
RECESSION THAT SHIFTS IN THE ECONOMY CAN MEAR MAJOR SUFFERING AND IN
SOME CASES A SIGNIFICANT REDIRECTICN OF LIFESTYLES AND OCCUPATION.

I AM SURE THAT MEMBERS OF THE SUBCOMMITIZE HAVE WITNESSED THESE
CONDITIONS IN THE TOWNS THEY REPRESENT AS WELL.

WHAT IS NEEDED FOR TODAY'S WORKERS IS NOT THE PATCHWO™(,
ON-AND-OFF PROGRAMS OF THE PAST, BUT A SIMPLE, ON-GOING SYSTEM THAT
WILL ASSURE BROAD INVESTMENT IN TRAINING, COUPLED WITH A SAVINGS
PLAN THAT CAN BE USED FOR INDIVIDUALLY~INITIATED RETRAINING AS A
HEDGE AGAINST
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UNEMPLOYMENT. IN ADDITION, THE JOB TRAINING MECHANISMS WE SUPPORT
TODAY AND IN THEE YEARS AHEAD MUST BE PROGRAMS THAT ANTICIPATE
CHANGES, RESPOND QUICKLY TO THEM, AFFORD THE MOST RELEVANT TRAINING
TO THE BROADEST POSSIBLE SEGMENT OF OUR POPULATION AT LEAST POSSIBLE
COST.

THE NATIONAL TRAINING INCENTIVES ACT IS DESIGNED TO ACHIERVE
THESE OBJRCTIVES.

THLS LEGISLATION WOULD STIMULATE NEW INCANTIVES FOR PRIVATE
SSECTOR SKILLS TRAINING THROUGH A 258 TAX CREDIT THAT WOULD BE
APPLIED TO ANY EMPLOYER-PAID TRAINING EXPENSES ABOVE THE COMPANY'S
AVERAGE TRAINING EXPENDITURRS OF THE LAST FIVE YBARS. THIS TRAINING
TAX CREDIT COULD BE APPLIED TO ANY EMPLOYER-RUN, ON-THE~JOB OR
CLASSROOM TRAINING PROGRAM, ANY STATE OR FRDERALLY REGISTERED
APPRENTXCESHIP PROGRAM, ANY COOPERATIVE EDUCATION, OR ANY OTHER
PROGRAM APPROVED BY THE SECRETARY OF LABOR. THIS TAX CREDIT IS MUCH
LIKE THE EXISTING 25% CREDIT FOR RESEARCH AND DEVELOPMENT
EXPENDITURES, AND, LIKE THE RED CREDIT, INCLUDES APPROPRIATE

CARYYBACK AND CARRYFORWARD FROVISIONS FOR THE BENEFIT OF
UNPROFITABLE FIRMS AND NEW COMPANIES.

THE POTENTIAL BENEFITS OF TBIS TAX CREDIT CANNOT BE IGNORED.
FIRST, WHILE THIS TAX CREDIT WOULD RESULT IN SOME LOST REVENUE, IT
IS THE MOST EFFICIENT MECHANISM FOR LEVERAGING JOB TRAINING
OPPORTUNITIES. FOR EVERY DOLLAR IN LOST FEDERAL REVENUE, THIS
CREDIT WOULD GENERATE FOUR DOLLARS IN PRIVATE SECTOR TRAINING.
FURTHER, WHILE OUR NATION COMMITS NEARLY $50 BILLION EACH YEAR IN
TAX INCENTIVES FOR PLANT AND EQUIPNENT MODERNIZATION AND RESEARCH,
LESS THAN $1 BILLION IS AVAILABLE IN INCENTIVES FOR WORKER TRAINING=

Q -1»23
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THE HUMAN CAPITAL INVESTMENT THAT IS OFTEN OVERLOOKED.

SECOND, THIS TRAINING WOULD BE BROAD-BASED AND ON-GOING,
OCCURRING WITHOUT SPECIFIC YEARLY AUTHORIZATIONS OR APPROPRIATIONS.
THIRD, THIS TYPE OF TRAINING WOULD BE FOR THE KOST PART ON-THE-JOB »
TRAINING PERFORMED BY OR PAID FOR BY PRIVATE INDUSTRY, ENSURING THAT
THE TRAINING IS CONDUCTED BY THOSE BEST EQUIPPED TO DO SO AND FUNDED
IN PART BY THOSE WHO STAND TO BENEFIT.

FOURTH, DECISIONS TO TRAIN WORKERS WOULD BE MADE IN RESPONSE TO
CHANGING ECONOMIC CONDITIONS OR MARKET FORCES, SO THAT TRAINING IS
PROACTIVE, EQUIPPING WORKERS WITH SKILLS NEEDED FOR THE FUTURE.
FINALLY, AS WORKERS ARE TRAINED BY THEIR EMPLOYERS THEY WILL ACQUIRR
ADVANCED SKILLS, CARRYING THESE SKILLS FROM ONE JOB TO THE NEXT AND
THEREBY BECOMING LESS LIKELY TO EXPERIENCE UNEMPLOYMENT.

IT WOULD SEEM APPROPRIATE AT THIS POINT TO MENTION THAT THE
NATIONAL TRAINING INCENTIVES ACT IS CONSISTENT WITH THE PRESIDENT'S
BLAN FOR TAX NEUTRALITY. THE PRESIDENT'S PLAN CONTINUES INVESTMENT
INCENTIVES FOR RESEARCH AND DEVELOPMENT, AND FOR PLANT AND
EQUIPMENT, BUT FAILS TO ACKNOWLEDGE THE HUMAN SKILL ELEMENT OF
COMPETITIVENESS. BY ADDRESSING THE HUMAN COMPONENT SO ESSENTIAL TO
COMPETITIVENESS, OUR PROPOSAL REMOVES THE BIAS THAT OTHERWISE EXISTS
IN THE PRESIDENT'S PLAN.

WOULD A TAX CREDIT YIELD MORE TRAINING? ACCORDING TO A 1983
NATIONAL SCIENCE FOUNDATION REPORT ON THE RED CREDIT, "THE TAX
CREDIT HAS ENCOURAGED FIKMS TO MAINTAIN GROWTH IN RED SPENDING
DRSPITE THE RECESSION."

TO ENHANCE TRAINING OPPORTUNITIES FOR THE UNEMPLOYED, THE
NATIONAL TRAINING INCENTIVES ACT WOULD PERMIT UNEMPLOYED INDIVIDUALS
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OR THOSE FACING LAYOFF TO WITHDRAW FROM IRA'S, WITHOUT PENALTY OR

TAXATION, UP TO $4,000 TO PAY FOR RETRAINING. THIS PROVISION IS

DESIGNED TO ASSIST DISPLACED WORKERS AND THOSE INDIVIDUALS WHO

BELIEVE THEY WILL NEED NEW SKILLS TO SECURE EMPLOYMENT.

THE FIRST REACTION OF MANY TO THIS PARTICULAR PROVISION IS THAT

» ONLY THE RICH HAVE IRA'S AND THEREFORE ONLY THE RICH WILL BE
AFFECTED BY THIS CHANGE, WHO WOULD NOT NEED TO TAKE ADVANTAGE OF IT
ANYWAY. BUT IRS DATA SHOW THAT, OF THE 12 MILLION HOUSEHOLDS WHO
CURRENTLY HOLD IRA'S, OVER 5 MILLION EARN ANNUAL HOUSEHOLD INCOMES
UNDER $30,000, AND OVER 8 MILLION EARN ANNUAL HOUSEHOLD INCOMES
BETWEENK $15,000 AND $50,000. THIS RANGE OF INCOME IS CLBARLY WITHIN
THE EARNINGS OF AN AVERAGE AMERICAN FAMILY, AND COULD EASILY
REPRESENT VIRTUALLY ANY OCCUPATION, INCLUDING ASSEMBLY WORKERS,
STEELWORKERS, AND OTHER INDIVIDUALS EMPLOYED IN MANUFACTURING AND
SERVICES.

OTHERS MAINTAIN THAT THIS PROVISION WOULD VIOLATE THE INTENT OF
CONGRERSS IN ESTABLISHING IRA'S FOR RETIREMENT QNLY; THAT PERMITTING
WITHDRAWALS FROM IRA'S FOR RETRAINING WOULD OPEN THEM UP FOR OTHER
PURPOSES. BUT THIS VIEW IGNORES THE FACT THAT IN MANY CASES A
SECURE RETIREMENT WILL DEPEND NOT SO MUCH ON AN IRA BUT ON AN
UNINTERRUPTED AND LENGTHY PERIOD OF GAINFUL EMPLOYMENT, RETRAINING
IS TODAY AND WILL LIKELY BE IN THE FUTURE CRUCIAL TO SUSTAINING
EMPLOYMENT AND REALIZING THE TYPE OF RI™WIREMENT THAT MANY AMERICANS
DESIRE.

THE SIGNIFICANCE OF IRA'S FOR THE NEXT DECADE LIRS IN T@
ABILITY TO STIMULATE GREATER INDIVIDU'AL INITIATIVE IN PROVIDING FOR
ONE'S OWN FINANCIAL SECURITY.
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OTHER COMPONENTS OF THE NATIONAL TRAINING INCENTIVES ACT I
WOULD LIXKE TO EMPHASIZE ARE THE PROVISION TO REMOVE THE DISINCENTIVE
AGAINST RETRAINING BY PROVIDING THAT ANY DISPLACED WORKER OTHERWISE
ELIGIBLE FOR UNEMPLOYMENT WILL NOT BE DENIED SUCH PAYMENY DUE TO
PARTICIPATION IN A TRAINING PROGRAM. aLSO, THE BILL CALLS FOR THE
SECRETARY OF LABOR TO STUDY THE FEASIBILITY AND COST OF A NATIONAL
JOB BANK.

THE NATIONAL TRAINING INCENTIVES ACT NEITHER PROPOSES NOR
REQUIRES ANY NEW COMPLEX DELIVERY MECHANISM, NOR DOES IT CONTEMPLATE
ANY ADMINISTRATIVE EXPENSES OR COORDINATION AMONG FEDERAL, STAIE,
AND LOCAL GOVERNMENT. INSTEAD, IT PUTS IN PLACE BOTH INDIVIDUAL AND
EMPLOYER INCENTIVES THAT ARE USKD ONLY WHEN IT IS IN THE INTEREST OF
WORKERS AND EMFLOYERS TO SEXK RETRAINING.

SUPPORTERS OF THIS BILL REALIZE IT WILL NOT HELP EVERYONE, IN
FACT, TEZS LEGISLATION IS LIKELY TO BE JUST ONE OF THE SEVERAL
COPMPONENTS OF OUR NATIONAL TRAINING SYSTEM THAT WILL BE NEEDXD T0
MERET THE JOB TRAXNING CHALLENGE OF THY® NRXT DECADE. PROGRAMS SUCH
AS THE JOB TRAINING PARTNERSHIP ACT MUST BR SUSTAINED AND
STRENGTHENED, AND WE MUST CONSTANTLY BE SEARCHING FOR NEW WAYS TO
ENHANCE TRAINING AND EMPLOYMENT OPPORTUNITIES IN TKE'DBCADB oF
CHANGE THAT LIRS AHRAD.

I WOULD LIKE TO BND MY STATEMENT BY SALUTING THE CHAIR AND THE
MEMBERS OF THE SUBCOMMITTER FOR BRINGING THESE ISSUES TO PUBLIC
ATTENTION TODAY, REPRESENTATIVES KAPTUR, CLINGER, AND I LOOKR
FORWARD TO ANSWERING YOUR QUESTIONS AND TO WORKING WITH YOU ON ANY
FUTURE CONSIDERATION OF THIS BILL.
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Thank you very much for having this hearing, for allowing us to
be a part of it. I would like to yield to my colleague, Marcy Kaptur,
from Ohio.

Mr. MarTiNEZ. Co oman Marcy Kaptur.

Ms. Kaprus. Th you, Chairman Martinez and members of
the subcommittee, Mr. Gunderson and Mr. Hayes. I would like to
thank you for allowing me to teetxfi along with our coll es here
this mornirg, Nancy Johnson, Dirk Durbin, and Sherry hlert,
on the importance of new ideas at the national level for effective
job retraining.

As a co-sponsor of both H.R. 26 and H.R. 1219, I wish to share
with you my belief that a serjes of actions must be taken to address
the growing need for retraining in our country at the same time as
we take constructive action on the economic front to ensure a
healthy climate for further job creation in America. This commit-
tee is very aware, I know, of the growing problem is dislocated
workers, a crisis that has cais2d tragic hardship for millions of
American workers and their families and has resulted in a need-
less waste of productiva lives.

As our economy goes throwlifh inevitable structural change, a
large group of our workers wil’ suffer consequences of enormous
proportion. Recession, increased penetration from imports, the shift
away from cur heavy industries toward high technology and other
new sunrise industries, and the shift to a service-oriented economy
have meant lost opportunities and lost jobs, millions of lost jobs.

The most extensive study done by our Government to ‘date on
economic dislocation shows that over five million experienced
workers permanently lost their jobs in the last 5 l‘]:'earss, of that
number, over 265,000 in my home State of Ohio. Korty percent,
nearly half, of these dislocated workers were siill jobless when
interviewed in 1984, even though the remaining 60 percent had
managed to find some kind of new job, many suffered a substantial
decline in wages and, of course, in living standards. The hazzh re-
ality for many of the dislocated workers in Ohio and throughcat
the country is that, if they lose their job in an automobile plant or
a manufacturing facility, they are much more likely to find their
next job at a McDonald's or a K-Mart at lower wage rather than in
a high-tech industry.

t are we going to do and what are we doing to address the
needs of this large share of our population? In my opinion, not
nearly enough.

Our existing employment and training programs, which you have
been 80 instrumental in developing in 5115 committee, primarily
focus on the economically and culturally disadvantaged, approxi-
mately 11 percent of our workforce. And we ignore the vast
number of other workers who require retraining and reeducation
to keep pace with the demands of their jobs. The pace of economic
and technological change is quickenirg. If our Nation is to be pre-
pared for the economic challenges of the next decade and beyond,
we must take action now to build a workforce that can adapt quick-
ly and efficiently to change and therefore can compete and prosper.

As we direct our economic El% to the year 2000, we must
bear in mind that today’s workers will still constitute over 90 per-
cent of the workforce in 1990 and over 75 percent of our workforce
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in the year 2000. It should be clear. America is going to make it or
bregk it in the next 15 years with the labor force it has right now,

If we can’t find a way to make full use of the human potential
that exists in our manufacturing industries today, our country is
going to be in trouble. Fortunately, the Congress has focused on
this critical need and is currently examining & number of new
ideas including individual training accounts und modified individ-
ual retirement accounts as a means of retraining our workforce.
There is no single one answer to this complicated challenge.

I applaud these efforts of my colleagues, Dick Durbin, Sherry
Bechlert, and Nancy Johnson, who have sponsored H.R. 26 and
H.R. 1219. What they have done is realized that investment in our
people is vital to our long-term economic growth, as is investment
in capital and technology.

At the present time, our reinvestment in our human capital is
woefully inadequate. In fiscal year 1982 the value of Government
tax incentives for business investment was $45 billion. This figure
is more than 70 times greater than the value of tax incentives for
worker retraining, which was a meager $620 million, 70 times
greater in capital and equipment than in people.

In 1981, firms invested an average of onli $300 per worker for
retraining, compared to over $3,600 per worker for new plant and
equipment. I want to repeat that $300 was invested per worker at
!:?aei same time as industry in our country invested $3,600 for cap-
ital.

Both H.R. 26 and H.R. 1219 set mechanisms in place which allow
for the gradual and orderly transition from one phase of our eco-
nomic development to another, with minimal social costs of indus-
trial dislocation and transformation. H.R. 26, which I will net
detail because Dick Durbin and Sherry Boehlert did it so well, the
national Individual Training Account would address the American
worker’s need for ade&uate retraining. I think for many people in
the workplace, especially younger workers now, it provides a real
option to a fifty-fifty matching contribution made by all non-gelf-
em})loyed workers and their employers up to $4,000.

If the worker is displaced, the entire $4,000 ITA plus accumulat-
ed interest would be available tax-free in the form of vouchers that
could be used for retraining and defraying relocation expenses. The
choice in location would be left to the worker, as was the principle
of the very successful G.I. bill. The ITA offers a flexible approach
to the retraining of displaced workers. .

H.R. 1219, which I am gleased to co-sponsor with Nancy Johnson,
modifies the very successful IRA system. At the end of 1988 over 13
million individuals in our country held IRA accounts, with over §
million of these held by persons who earned under $30,000 a year.
H.R. 1219 would assist structurally unemployed workers by allow-
ing them to use their individual retirement account or annuities
for retraining. The bill woul(ciegermit an unemployed individual or
one who has received advanced notice of layoff to withdraw up to
$4,000 without the existing 10-percent penalty for the purpose of fi-
nancing occupational training.

It is 1mportant to note that this bill would provide that the par-
ticipation of displaced workers in an eligible training program
would not disquality those workers from unemployment compensa-
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tion to which they are otherwise entitled. A program which pro-
vides incentive for workers to seek retraining at the earliest possi-
ble time is needed, thereby allowing them to acquire new skills and
to regain hope for a future of renewed opportunity rather than sit-
ting at home and worrying about that future.

Further, H.R. 1219 would permit employers to deduct 25 percent
of any retraining expense in excess of the average skiils training
expense incurred by the employer over the preceding 5-year period.
This provision is designed to provide a tax incentive for new pro-
grams sponsored, paid for, or conducted by employers.

As I conclude, I would like to stress something I believe to be im-
portant. When we read the Bureau of Labor Statistics report that
says that anywhere from 5 to 11.5 million working men and women
have been displaced in the last § years, I say we cannot allow these
workers to lose hope.

Mr. Chairman and members of the committee, I want to thank
my colleagues this morning for their real leadership on this impor-
tant national issue. I urge you to take favorable action in the area
of job retraining.

I strongly recornmend that H.R. 26 and 1219 be a part of your
recommended response to this national need for new ideas on the
front of job training.

Thank you very much.

[Prepared statement of Hon. Marcy Kaptur follows:]
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Preparxp STATEMENT oF HoN. Marcy KAPTUR, A RxpRESENTATIVE IN CONGRESS FROM
THE STATE OoF OHIO

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, I WOULD LIKC TO THANK You
FOR ALLOWING ME TO TESTIFY BEFORE YOU THIS MORNING ON THE IMPORTANCE OF A
NATIONAL RESPONSE TO THE NEED FOR EFFECTIVE JOB RETRAINING PROGRAMS. I ALSO
WELCOME THIS OPPORTUNITY TO COMMENT ON H.R. 26 AND H.R. 1219. AS A COSPONSOR
OF BOTH OF THESE PIECES OF COMPLEMENTARY LEGISLATION I WISH TO SHARE WITH YOU

MY BELIEF THAT ACTION MUST BE TAKEN TO ADDRESS THE GROWING NEED FOR RETRAINING.

I AM SURE THAT THIS COMMITTEE IS VERY AWARE OF THE GROWING PROBLEM OF
1ISLOCATED WORKERS, A CRES1S THAT HAS CAUSED TRALIC HARDSHIP FOR MILLEIONS OF
AMERICAN WORKERS AND THEIR FAMILIES, AND HAS RESULTED IW A NEEDLESS WASTE OF
PRODUCTIVE LIVES. AS OUR ECONOMY GOES THROUGH STRUCTURAL CHANGE, A LARGE
GROUP OF OUR WORKERS WILL SUFFER CONSEQUENCES OF ENORMOUS PROPORTIONS.
RECESSIONS, INCREASED PENETRATION OF IMPORTS, THE SHIFT AWAY FROM OUR HEAVY
INDUSTRIES TOWARDS HIGH-TECHNOLOGY AND OTHER NEW ''SUNRISE" INDUSTRIES, AND THE
SHIFT T0 A SERVICE-ORIENTED ECONOMY HAVE MEANT LOST OPPORTUNITIES AND LOST JOBS.

MILLIONS OF LOST JOBS. THE MOST EXTENSIVE STUDY DONE BY THE GOVERNMENT TO DATE

ON ECONOMIC DISLOCATION SHOWS THAT OVER 5 MILLION EXPERLENCED WORKERS PERMANENTLY
LOST THEIR JOBS IN THE LAST FIVE YEARS,OVER 265,000 IN MY HOME STATE OF OHIO.

INO~FIFTHS OF THESE DISLOCATED WORKERS WEREL STIuL JOBLESS WHEN INTERVIEWED IN

1984, AND EVEN THOUGH THE REMAINING 60X HAD MANAGED TO FIND SOME KIND OF NEW JOB,

MANY SUFFERED A SUBSTANTIAL DECLINE IN LIVING STANDARDS. THE HARSH REALITY FOR

MANY OF THE DISLOCATED WORKERS IN OMIO AND THROUGHOUT THE COUNTRY IS THAT IF
THEY LOSE THEIR JOB IN AN AUTOMOBILE PLANT OR A MANUFACTURING FACILITY THEY ARL

HUCH MORE LIKELY IO FIND THEIR NEXT JOB AT MCDONALDS UR K-MART RATHER THAN IN

A HIGH-TECH INDUSTRY. WHAT ARE WE DOING TO ADDRESS THE NEEDS OF THESE PEOPLE?

NOT ENOUGH.

QUR EXISTING EMPLOYMENT AND TRAINING PROGRAMS FOCUS PRIMARILY ON THE ECUNOMICALLY
AND CULTURALLY DISADVANTAGF, = APPROXIMATELY 11 PERCENT OF THE WORK FORCE -
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AND IUNORE THE VAST NUMBER JF OTHER WORKERS WHO REQUIRE REIRAINING AND RE-EDUCATION
70 KEEP PACE WITH THE DEMANDS OF THEIR JOBS. THE PACE OF ECONOMIC AND TECHNOLOGICAL
CHANGE IS QUECKENING., IF OUR NATION IS TO BE PREPARED FOR THE ECONOMIC CHALLENGES
OF THE NEXT TEN AND TWENTY YEARS, WE MUST TAKE ACTION NOW 70 BUILD A WORK FORCE
THAT CAN ADAPT QUICKLY AND EFFICIENTLY [0 CHANGK, AND THEREFORE CAN COMPETE AND
PROSPER. OUR GREATEST RESOUKCE IS, AND ALWAYS [{AS BEEN, THE TALENTS OF OUR PEOPLE.
AS WE DIRECT OUR ECONOMIC PLANNING TO YEAR 2000, WE MUST BEAR IN MIND THAT TODAY'S
WORKERS WILL STILL CONSTLTUTE OVER 90%¥ OF THE WORK FORCE IN 1990 AND OVER 75X OF
THE WORK FORCE IN THE YEAR 2000. [T SHOULD BE CLEAR: AMERICA IS GOING TO MAKE

IT OR BREAX IT IN THE NEXT FIFTEEN YEARS WITH THE LABOR FORCE IT HAS RIGHT NOW.

1F WE CAN'T FIND A WAY TO HAKE FULL USE OF THE HUMAN POTENTIAL THAT EXISTS IN OUR
MANUFACTURING INDUSTRIES TODAY, WE ARE GOING 70 BE IN TROUBLE.

FORTUNATELY, THE CONGRESS HAS FOCUSED ON THIS CRITICAL NEED AND IS CURRENTLY
EXAMINING A NUMBER OF NEW IDEAS [NCLUDING INDIVIDUAL TRAINING ACCOUNTS AND MODIFIED
INDIVIDUAL RETIREMENT ACCOUNTS AS A MEANS OF RETRAINING OUR WORKFORCE. I APPLAUD
THIS EFFORT AND COMMEND THE EFFORTS OF MY COLLEAGUES WHO HAVE SPONSORED H.R. 26
AND H.R. 1219. WHAT THEY HAVE DONE IS REALIZE THAT INVESTHENT IN OUR PEOPLE IS
AS VITAL 70 OUR LONG-TERH ECONOMIC GROWTH AS IS INVESTMENT IN CAPITAL AND TECH-
NOLOGY. AT THE PRESENT TIME, OUR LEVEL OF REINVESTMENT IN OUR "HUMAN CAPITAL" IS
WOEFULLY INADEQUATE. IN FISCAL YEAR 1982 THE VALUE OF GOVERNMENT TAX INCENTIVES
FOR BUSINESS INVESTMENT WAS $45 BILLION; THIS FIGURE IS MORE THAMN 70 TIMNES
GREATER THAN THE VALUE OF TAX INCENTIVES FOR WORKER TRALNING, WHICH WAS A MEAGER
$620 MILLION. 1IN 1981, FIRMS INVESTED AN AVERAGE OF ONLY $300 PER WORKER FOR
RETRAINING COMPARED TO OV:R $3600 PER WORKER FOR NEW PLANT AND EQUIPMENT. BOTH
H.R. 26 AND H.R. 1219 SET MECHANISMS IN PLACE WHICH ALLOW FOR THE GRADUAL AND
ORDERLY TRANSITION FROM ONE PHASE OF OUR ECONOMIC DEVELOPMENT TO ANOTUER WITH

MINIMAL SOCIAL COSTS OF INDUSTRIAL DISLOCATION AND TRANS FORMATION.
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H.R. 26, THE NATIONAL INDIVIDUAL TRAINING ACCOUNT ACT, WOULD ADDRESS THE
AMERICAN WORKER'S NEED FOR ADEQUATE RETRAINING. ITA'S WOULD FUNCTION ACCORDINC
TO THE SAME PRINCIPLES THAT HAVE GUIDED TWO OTHER SUCCESSFUL GOVERNMENT
INITIATIVES = THE Gl BILL AND THE INDIVIDUAL RETIREMENT ACCOUNT. GENERALLY,

LTA WOULD BE FINANCED THROUGH A 50-50 MATCNING CONTRIBUTION MADE BY ALL NON-SELF-
EMPLOYED WORKERS AND THEIR EMPLOYERS  THE TOTAL COLLECTED FROM EACH WORKER AND
EACH EMPLOYER FOR AN EMPLOYEES' ITA WOULD BE LIMITED TO $2000, PRODUCING A
$4000 INDIVIDUAL FUND. ONCE THE $4000 WAS COLLECTED, WORKER AND EMPLOYER CON-
TRIBUTIONS WOULD CEASE. AT RETIREMENT, THE WORKER WOULD BE ENTITLED TO WITHDRAW
THE FUNDS THAT HE OR SHE HAD CONTRIBUTED, PLUS ACCUMULATED INTEREST. IF THE
WORKER IS DISPLACED, THE ENTIRE $4000 ITA, PLUS ACCUMULATED INTEREST, WOULD BE
AVAILABLE, TAX FREE, IN THE FORM OF VOUCKERS THAT COULD BE USED FOR RETRAINING
AND DEFRAYING RELOCATION EXPENSES. THE CHOICE AND LOCATION WOULD BE LEFT T0 THE
WORKER, AS WAS THE PRINCIPLE OF THE VERY SUCCESSFUL GI BILL. THE ITA OFFERS A
FLEXIBLE APPROACH TO THE RETRAINING OF DISPLACED WORKERS. ITS GREATEST STRENGTH
1S THAT IS IS BASED ON A COMBINATION OF PERSONAL INITIATIVE, LIMITED COVERNMENT
INVOLVEMENT AND THE SAME TYPE OF INDIVIDUAL CHOICE THAT HAS BEEN SUCCESSFUL IN
THE GI BILL.

H.R. 1219 MODIFIES THE VERY SUCCESFUL IRA SYSTEM. AT THE END OF 1983, OVER
13 HILLION INDIVIDUALS NELD IRA ACCOUNTS WITH OVER 5 MILLION OF TUESE NELD BY
INDIVIDUALS WITH ANNUAL NOUSEHOLD INCOMES BELOW $30,000. H.R. 1219 WOULD ASSIST
STRUCTURALLY UNEMPLOYED WORKERS BY ALLOWING THEM TO USE INDIVIDUAL REVIREMENT
ACCOUNT UR ANNUITIES FOR R.E{RA!NLNC. THE BILL WUULD PERMIT AN UNEMPLOYED INDLVIDUAL,
OR ONE WHO HAS RECELVEY ADy'.ICED NOTICE OF LAYOFE TO WITHORAW UP TO $4000, WITHOUT
TNE EXISTING 10X PENALTY FOR THE PURPOSE OF FINANGING OCCUPATIONAL TRAINING. IT IS
IMPORTANT TO NOTE THAT THIS BILL WOULD PROVIDE THAT THE PARTICIPATION OF DISPLACED
WORKERS 18 AN ELIGIBLE TRAINING PROGRAM H.OULD NOT DISQUALIFY THOSE WORKERS FROM

UNEHPLOYHENT COMPENSATION TO WHICH THEY ARE OTHEKWiSE ENTITLED. A PROGRAM WHICN
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PROVIDES INCENTIVE FOR WORKERS TO SKEK RETRAINING Al TME EARLIEST POSSIBLE TIME
1S NEEDED, THEREBY ALLOWING THEM TO ACQUIRE NEW SKILLS AND TO REGAIN HOPE FOR A
FUTURE OF RENEWED OPPORTUNITY. H.R. 1219. WUULD DO A GREAT DEAL TO ACCOMPLISH TMIS
hd GUAL. FURTHER, H.R. 1219 WOULD PERMIT EMPLOYERS TO DEDUCT 25% OF ANY RETRAININC
EXPENSE IN EXCESS OF THE AVERACE SKILLS TRAININL EXPENSE INCURRED BY THE EMPLOYER
OVER THE PRECEDING FIVE YEAR PERIOD. THIS PROVISION IS DESIGNED TO PROVIDE A TAX

INCENTIVE FOR NEW PROGTAMS SPONSORED, PALD FOR, OR CONDUCTED BY EMPLOYERS.

BEFORE ! CONCLUDE, ! WOULD LIKE TO STRISS SOMETHING THAT I BELIEVE TO BE
IMPORTANT. WHEN WE READ THE BUREAU OF LABOR STATISTICS REPORT THAT SAYS THAT
ANYWHERE FROM S.cllLLwN TO 11.5 HILLION WORKINL HMEN AND WOMEN HAVE BEEN DLISPLACED
1IN THE LAST FIVE YEARS, WE HUST NOT FORLET THAT 'WikSk ARE WORKINL PEOPLE WITH
FAHILLES THAT ARE LOSING GRUUND IN AN ERA WEN LiFL FUR HANY AMERLICAES 1S IMPROVING,

FUR THESE PEOPLE, THE LOSS OF A JUB MEANS NUT ONLY THE LOSS OF A PAYCHECK, BUT THE

LOSS OF A WAY Ol': LIFE. WE CANNOT ALLOW THESE WORKERS TO LOSE HOPE. H.R. 26 AND
H.F. 1219 ARE MECHANISMS TO INSURT THAT THESE DISPLACED WORKERS HAVE THE MEANS TO
ADJUST TO OUR CHANGING ECONOMY, AND THEREFORE Thi HOPE NZIEDED 10 FACE THE FUTURE.
OUR WORKERS AND OUR NATION WILL BENEFIT FROM THE TYPE OF RETRAINING MECHANISM
THAT THESE BILLS WOULD BUILD INTO OUR ECONOMY., THE RESULT WOULD BE A NATIONAL
ECONOMY THAT I> STRONG AMD FLEXIBLE ENOUGH Tu GROW AND EXPAND THROUGH THE FULL
UTILIZATION OF ITS CREATEST ASSET - ITS "HMAN CAPITAL".

ACAIN, MR.CHAIRMAN AND MEMBERS OF THE COMMITITEE, 1 THANK YOU FOR THIS
OPPORTUNITY TO TESUIFY BEFORE YOU THIS MORNINL. 1 URGE YOU TC TAKE FAVORABLE
ACTION IN THE AREA OF JOB RETRAINING ARD I RRCOMMEND STRONGLY THAT H.R. 26 AND

IW.R. 1219 BE A PAPT DF YOUR RECOMMENOED RESPONTE 0 THIS NATIONAL NEED.

O
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Mr. MarmiNgz. Thank you, Congresswoman Kaptur. I am going
to start my first question with you.

At the end of your statement, you were talking about the em-
ployers being able to get a tax deduction for the cost of training. Is
this in order to retrain their employees into other kinds of employ-
ment within the company?

Ms. KapTUr. I think, first of all, you have to take a look at what
their rolling average was for the last 5 years. We want to reward
behavior beyond the normal. And I think that our primary focus
would be on those people who are outside the workforce, but I
would be very pleased, and I am sure my colleague Nancy Johnson
would be, to not force people to continue to work with skills that
are not up to par for what is needed. It would permit them to rein-
vest in those workers and those workers to reinvest in themselves.
So, it could do both.

Mr. MArTINEZ. Congresswoman Johnson.

Mrs. JonnsoN. I would just like to comment. The development
tax credit has been a rolling average of 3 years. We chose a rolling
average of 5 years because companies don’t make the dimensions of
investment in training as frequently in the training area as they
do in the research area. But we are trying to stimulate reward for
expansion of investment rather than to reward current investment.

I feel very strongly that we need to stimulate upgrading of train-

ing. That is part of responding to change. That is part of creating
the dynamic and the flexibility that we need.
. I'have a welfare reform bill that is basically education and train-
ing to meet the kinds of problems that Representative Hayes has
8o clearly in his district and that each of us face. This would build
on that. You get somebody into the workforce in an entry-level job
from the welfare rolls, and then the employer really needs a year
later to also have som. support in providing the kinds of job expan-
sion training that is so important to advancement.

Ms. Kartur. Will the gentlelady yield?

I wanved to say, Mr. Chairman, yesterday I was ot e hearing in
Lorraine, Ohio. One of the purposes of this hearing was to talk
about the Trade Adjustment Assistance Act and what its future
would be as we look toward reauthorization later this year. We had
witnesses who directed the employment programs of Ohio, Michi-
gan, and Minnesota. One of the points they made, we said, if you
could dream about the future and you could tell the Congress of
the United States any one thing, what would it be? And they said,
please don’t wait for the workers to become totally useless in the
marketplace, get thrown on the unemployment lines. Let’s get
them while they are in the workplace and upgrade the skills while
we have that opportunity. Don’t put us, who work in these employ-
ment agencies at the State and local levels in the position of
having people whose skills an® so badly outdated that it takes
much more money and more effort on the part of the ‘Government
and private companies to keep them current. So, they said, you
must find a better way to intervene more quickly. And I think this
bill does that very well.

Mr. MARTINEZ. Thank you. The thing is then that your bill
doesn’t really just focus on retraining, but it also focuses on giving
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eg}llployers incentive to upgrade people from one job status to an-
other.

Mrs. JounsoN. And I think it is important to realize that our tax
credit for machinery and equipment doesn’t give companies tax
credits only for buying new machinery where they had nct but also
for replacing outmoded machinery with more productive machin-
ery. t is really what we are trying to do in terms of investment
in human capital.

Mr. MarTINez. 1 like it.

Congresswoman Johnson, let me ask you this. Most blue collar
workers really—and ma}rbe that's not a true statement, do not
have IRAs. That's why I feel that Durbin’s bill is so imwvortant.
These particular people who invest in IRAs are people who have
money in their budget. So, you really are only going to cover a cer-
tain segment, isn’t that true?

Mrs. JounsoN. Well, it certainly is true that the tax credit and
the IRA or the ITA have different pu and are different com-
ponents of a whole national training policy.

Mr. MArTINEZ. But it would make it complete.

Mrs. JonunsoN. Yes, absolutely. Well, I think you need those, too.
I'think you need the Job Training Partnership Act, and I think you
need things like my welfare reform bill that will bring more of the
really unemployed and hard-to-employ people into the system.

But in ter.ns of the IRA, the 1983 statistics show that, of the 13
million with IRAs, over 5 million are %eogle below the $25,000
income. About 6.5 million are between $25,000 and $50,000 income,
below 25,000 or up to 50,000. I think the current statistics will show
enormous growth among those income groups. Nonetheless, there
18 a problem with—there is a difference between getting people to
help themselves with training and their ability to do so and those
below that level who have no ability to garticipate. And that’s part
of the purpose of the tax credit, to reach those people who have no
ability to save.

Mr. MarTINEZ. ] have one last question. Is it clear in the bills
that a person could sign up for your program and still be able to
withdraw that money and use, let's say, instead of $4,000, $8,000
for retraining?

Mrs. JonnsoN. I think we have to cap the total amount that was
available to them, as now the Government is looking at, the 401k
investment and IRA investments in the same category. But certain-
ly one of the strengths of this panel here is that none of the ap-
proaches are contradictory. They are different. Together, they pro-
vide enormous flexibility. There will be some companies where the
company is unable to invest in an ITA, as well as the emploiﬁeg.
On the other hand, some of those employees might have an .
So, there are different avenues to the same goal.

Mr. MARTINEZ. Dick?

Mr. DursIN. Mr. Chairman, let me add that I think there is one
other aspect that ought to be mentioned here. I was not in Con-
gress when the Individual Retirement Account was created, but I
assume that it was created for at least two pu{goees: to allow
people to provide for some sort of a security in their retirement
that they would save for during their peak earning years; but
second and maybe indirectly, that we would encou*=ge people in
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America to save more money. This is probably one of the more un-
derlying weaknesses of our economy in comparison to other indus-
tri nations.

If you look at one of the reasons why we have an overvalued
dollar and one of the reasons why we attract so much forei%n cap-
ital, it is not only the deficit but the fact that Americans, by and
large, are consumers rather than savers. With both Congresswom-
an Johnson's approach and the ITA approach, we are really trying
to improve that situation in terms of national savings, to have indi-
vidual workers save more money and to do it for good purposes,
either for retirement or retraining. .

I think your question is a good one. I think when it comes time,
and I hope it does come time, to mark up these two bills in commit-
tee, we can find ways of making them entirely consistent within
the two bills to make certain that we do meet those stated goals.

Mr. MArTINEZ. Thank you, Congressman Durbin.

I am going to have to leave, because I have to attend a Rules
Committee meeting. I am going to turn the chair over to Mr.
Hayes, my i?d friend and colleague. I do have some other ques-
tions. I will be communicating wit}:lfrou on those.

At this time, before I leave, I would like to turn questions over to
Mr. Gunderson.

Mr. GUNDERSON. Thank you, Mr. Chairman. ) )

I want to begin by commending all of you for coming up with
some new creative initiatives. I think too often we look at the past,
and the programs did not necessarily work.

The big question, of course, and you all talked about tax reform
and tax incentives, et cetera, what do you see happenini:vith your
bills in the Ways and Means Committee? Are we looking at an
effort in this committee that dies in Ways and Means? Or is there
some kind of commitment and interest in that committee? If so, is
it going to be a part of the tax reform package? I think that all
becomes very instrumental. Any comments?

Mrs. Jounson. I, for one, am developing a letter that will go to
the Ways and Means Committee at the right point it their hear-
ings that will ask them to look at the kinds of tax credits that they
are providing for business, to make certain that it does address the
various components of competitiveness.

There is a proposal afoot called the BIC, the Block Investment
Credit, that would give companies more flexibility in how theg use
that credit. It is true, it would expand the revenue loss. But I
think, if we look at our competitive position now and in the future,
we sixl!liply have to address the need for human capital investment
as well.

But I think you are right. We have a responsibility to go forward
to the Ways and Means Committee. We will keep you informed of
those efforts.

Mr. GUNDERSON. Dick?

Mr. DursiN. Steve, if I am not mistaken, Nancy, didn’t you men-
tion that Harold Ford is a cosponsor of yours, as he is a cosponsor
of H.R. 26. As chairman of the subcoramittee which would consider
this legislation, we think that i8 an 2ncouraging signal.

If we could predict what the Ways and Means Committee is
going to do cn anything, we would have such a great receptive au-
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Jdience in the hallways of the Longworth Building over the next
:gveral weeks that I am sure we would f.nd plenty to do with our
ime,

But I think it is important for us who believe—and, of course,
the members of this subcommittee—that retraining is an impor-
tant component of our Nation’s future to make it clear to Ways
and Means that it isn’t just a matter of hearing from business, in
terms of protecting their capital growth. It is a matter of hearing
from those of us who believe that the American worker should be
represented in tax reform to make the point that any tax reform

ackage include at least part, if not all, of the elements we have
iscussed today.

Mr. Gunperson. Dick, I think it’s your bill that provides the 100
percent credit for the worker and 125 percent deduction for the em-
ployer. No. 1, I would be interested «.e to why 125 percent as op-
posed to just 100 percent.

Second, it just seems that we need to at least respond to the issue
of not only is Ways and Means going to take it up, but are we not
going directly in the face of the effort in this country to reduce all
of the maze of deductions in the tax bills. Aren’t you just swim-
ming upstream, so to speak?

Mr. DursIN. Here’s the dilemma. We have got a national prob-
lem. We want to set out to solve it. To do it, we have got to attract

articipants. We, I think in the first discussion with Congressman
hlert, what the ITA would look like, had to make a very funda-
mental decisioL: Will this be a mandatory system, will it be com-
pulsog or will it be voluntary? Our decision was to make it volun-
tary. And to make it voluntary, we had to create some incentive for
business to take a kard look at it, to say it’s in our best interest,
not only in terms cf the Nation but in terms of our business, to
offer to our employees the individual training account. And that is
one of the ressons why we created these tax incentives to do so.

Is it in fact violating the basic premise of simplification? In a
way, it is. But I think it’s doing it in a wa¥l that is consistent with,
as Congresswoman Johnson mentioned, what we are doing in the
areas of capital growth. We have got to create the right incentives
for economic growth,

I have listened closely, as you have, too, in the tax reform

debate. It is not only simplicity and fairness, but it’s economic
growth, the third element that we have got to keep in mind.
. Mr. BoenrerT. Let me also add, if I may, that, while tax reform
is the subject of the moment, it’s garnering the most attention in
this town and probably acrocas the country because of the Presi-
dent’s speeches around the country. The overriding issue of our
time right now is the deficit crisis. When you consider the fact that
a l-percent increase in unemployment adds between $30 billion and
$40 billion to the deficit, and then you further consider that we
have combined tproposalzsa that would lessen the problem of unem-
ployment, therefore ease the burden of the deficit crisis, it becomes
all the more attractive. We are finding a lot of interest in it for
that very reason.

Mr. GuNbersoN. Does your proposal work in a way that, if the
employee decides that he wants an individual training account, the
employer must automatically participate?
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Mr. DurBiN. No.

Mr. GuNDERsoON. Is it voluntary?

Mr. DurBiN. It's voluntary. The employer has to offer it. So, we
had to create some sort of a carrot for the employer to decide to
make the program available. It will take a public education effort,
once we pass this legislation, to let people know what is available
to them. And it’s one that, I think, is well worth undertaking. But,
cle?rdly, the employer has to make the first decision to move for-
ward. -

Mr. GUNDERSON. A final question with regard to the bill that
Congresswomen Johnson and Kaptur are proposing. That is, using
the Individual Retirement Account, a lot of people are going to say
that, once you have opened the door, the floodgate is going to flow
and we’re going to use it for housing and we're going to use it for
medical care and we’re going to use it for who knows what differ.
ent options.

How do you respond and counter that charge?

Ms. Kaptur. I thought about that myself. I am glad you asked
the question. I think the way that I answer it is this. Over the last
50 years in this country, what we have managed to do through the
development of unemployment compensation and Social Security is
tie retirement and our ability to finance retirement to savings in
the workplace and contributions while one is working. The whole
idea over the past 50 years is that jobs and retirement were very
closely linked in the economic system. We have literally raised
senior citizens out of poverity in this Nation, compared to 50 years

ago.

What has happened in that 50 years, however, is that the work-
place doesn’t look like it did. Now the average worker will change
Jjobs or have to be reskilled five times in a lifetime. And their re-
tirement program is very contingent on their ability to maintain a
useful life during the work years.

So, I guess I would say that I see no intellectual problem with
trying to use those work years more efficiently to save up for re-
tirement and say that there is an interplay between the retirement
account and the work years. I think I would have a problem if one
were looking at IRAs for medical purposes or certain other pur-
poses, which I guess are being proposed, everything from soup to
nuts, here in the Congress.. But I think on retirement and perform-
ance in the workplace, I do see a connection that needs some his-
torical change now because this is not the workplace of 50 years
ago. People arent going to be in the same job for 40 years. And
their retirement program could be jeopardized by their inability to
contribute during their working years.

So, I do see a connection there. I think we can argue effectively
that this provides an important linkage.

There is one other point I wanted to make also. That is that, if
we look at JTPA and some of the other programs that in my com-
mgn(i:(:{ are doing a superb job in bringing disadvantaged, low-
skilled people into the workplace for the first time, in my commu-
nity in the last year we have placed 2,000 people who would not
normally have gotten jobs through JTPA and BIC. On-the-job train-
ing, they are out there. They started at the average wage, which
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runs anywhere between $3.65 an hour up to $8.00 an hour for a
first-time job. That is pretty good.

What that program doesn’t do, under title III, it doesn’t really
reach out to our dislocated workers, who tend to come from indus-
tries, auto manufacturing, steel, machine tool, where they have. got
seniority on the job. They have been earning $12 to $20 an hour.
And these are people who are homeowners and who have a tradi-
tion of some savings. I think that we don’t have good national solu-
tions vet for those folks. This provides a marvelous opportunity for
those families who already havé been saving for their kids’ educa-
tion, for hgme ownership. And I think it is culturally relevant to
that group of Americans.

It also says that we are asking them to make a life choice also to
Put some money aside for a change that might occur in the future.

think it is pretty tailor-made to that group of Americans, who
desperately need some kind of a response from this Government.

. JounsoN. I would support both the points that Marcy made.
But to emphasize the last one, one of the things that we are trying
to do with developing a national policy is to look at what is the role
of business. And what is the role of Government Programs to reach
out to the hard-to-employ. But we are also trying to change a mind-
set in America in this bill. We are trying to focus on the fact that
people who come out of high school or college are going to have
several careers in their lifetime, that education is goir:f to be a
continuing component in their lives, that education and training
are something that they have to expect to happen periodically in
their lives. So, they should prepare for it.

I think there is a good reason from the point of view of national
policy to create some program that focuses on the individual’s re-
sponsibility for their training and retraining and, therefore, contin-
ued employability in the future and their own security. I think it is
that individual responsibili}:ﬁAthat we are trying to get to and rein-
force and stimulate in our provisions and in the ITA bill.

Mr. GunpersON. Thank you.

Thank you, Mr. Chairman.

Mr. Haves [acting]. I don’t have any questions I want to raise cf
the panel. I do want to make the comment that the testimony that
I have heard has been excellent. I shall as a member of this sub-
committee go throufh your written testimony.

Needless to say, 1 am supportive of the two bills that you have
talked about, H.R. 26 and H.R. 1219. I think you are as aware as I
am of the possible difficulties in these two proposed pieces of legis-
lation being enacted into law.

Given the kind of direction—and I am not a prophet of gloom
and doom—but, given the kind of directions that we seem to be
going and addressing ourselves to this whole problem of unemploy-
ment, I am for the training of workers who have been displaced,
but I must say that that is a first steﬁ) or the first phase. Placement
is :&roblem. I don’t know if the high-tech jobs that are going to be
available are going to be sufficient in numbers to offset the people
who are displaced.

I just read, and you might have read it not too long ago where
even in the fast food industry the possibilities are very likely that
we will have a robot with six arms that will be washing the dishes
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and serving the customers. I also read in one of the local papers in
my city the other day where the home of the future, even the home
may be cleaned by, instead of maids, robots. )

The point that I am making is there is a direct connection, it
seems to me, between preservation of our education system and our
whole outlook towards preparing our people for the future. It
scares me when I look at some of the what I think are lack of ap-
proaches and lack of support for people, particularly the disadvan-
taged areas, where the public education system is really fighting
for its survival.

Mr. DursIN. Congressman Hayes, I agree with you completely. I
think in your area and across the Nation we have got some funda-
mental problems. As sure as I am sitting here, the dulum is
going to swing. Maybe this year or next year there will be a major
series of articles in some magazine or newspaper pinpointing the
problems that are festering in America because of our cutbacks in
programs over the last 4 or 5 years.

I just recently heard a statistic which I am sure you have seen in
your community. That is that the recent recovery created tiree
million jobs, and only 2 percent of those jobs went to individuals
between the ages of 16 and 24.

Mr. Haves. That’s right.

Mr. DursiN. There is also a statistic that 45 percent of the mi-
nority youth in America are functionally illiterate today.

Mr. Havgs. That’s right.

Mr. DursiN. The teenage pregnancy problem and all the prob-
lems that it creates for poverty and the future for those young kids
is just a national disgrace. We are going to have to address those.
They are going to face us for generations to come.

Mr. HAYEs. That’s right.

Mr. DursiN. What we are doing today is a modest effort to ad-
dress one part of the problem. I wanted to make it clear in my
original testimony that I am not going to turn my back on the rest
of the problems, simply saying this is enough. This is a begin-
ning—

Mr. Haves. That’s right.

Mr. DurpiN [continuing]. One that we can achieve. And I hope
you will help us do that.

Mr. Havyes. I will do that.

Ms. Kaprur. Mr. Chairman, I just wanted to also point out again
the JTPA e:lperience in my community, which is now being touted
as a national model, so I have got to put it on the record. The fact
is that in a year and four months we have been able to place 2,000
hard-to-employ geople, most of whom are young, in jobs. The secret
really was our business community working with an unbelievable
relationship with our public school m.

We actually put peopis in real jobs. I think back to one gentle-
man who sgoke at a recent meeting back home in Toledo who said
that he had helped a youngster to come into OJT, a real position
on the job in a security firm. He c*orted out as a guard. Then he
went up to a larger business. He got employed by a private-sector
company. And now he is assistant manager for several stores in the
area in a security system getting increases in wages. This is a
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yi)ymgi gentleman who has this job who never would have been em-
ployed.

I think it is important that we put people in real jobs so they see
a future for themselves and not in some of these training programs
where at the end of a year or six months there is really no job;
they just have a certificate and then they are out there in the
workplace. I think the difference in my community has been made
by young people being put in real jobs, trained for that job which
they have been able to then move on from, and also a good linkage
with our educational system and vocational system back home to
get remediation where that is sometimes needed.

Mr. Haves. All right. I want to let the panel know that you have
my support. I really have some real problems with this funding on
a voluntary basis. It is going to be difficult, you know.

When you talk about the whole tax problem, as my colleague
here raised, when our Social Security is somewhat jeopardized, the
way some of my colleagues think and the way they really would
pursue it.

Ms. Kaprur. Mr. Cheirman, just one other thing, maybe for the
record, and I am sure osu already know this. The demographics by
1990 work in our fa- : because families have not been having as
many children over the last 20 years. There will be fewer people
entering the workforce. So, part of the solution, we have to attend
those who will enter very well, but we will have fewer entering by
1990. We hope jobs will continue to incresse. So, whoever is Presi-
dent then wil! be marvelously lucky and be able to say that he or
she put all these people to work and unemployment went down.
But a lot of Americans are going to help make that happen because
of their family decisions over the last 20 years. ]

Mr. Haves. Congresswoman Kaptur, that may be true in your
district where families are not having as many children. They are
having more in my district.

Ms. KapTur. That's all right, because they are the ones that will
be able to move into the workplace. We are making room for you.

Mr. Haves. I recognize now Congressman Henry.

Mr. Henry. Thank you, Mr. Chairman.

I came late, and I am sorry. My plane got in late.

It seems to me these two bills are complementary to each other
in terms of the direction they are trying to take. I just commend
the sponsors, each of them, for their initiative in this area. I am
pleased to know of your interest in this area as well.

Mr. Haves. I thank the panelists for their time and effort here.

Panel number two will come forward. Anthony P. Carnevale is
chief economist and vice president for governmental affairs, Ameri-
can Society for Training and Development. Nat Semple is vice
president and secretary of the research and policy committee, Com-
mittee on Economic Development. Dr. Dennis Carey is director,
State and local government Consulting Services, The Hay Group.

We have each of your prepared testimonies. It will be entered
into the record in its entirety. Hence, you can deal with the high-
lights of your testimony, or, if you desire, you can read the whole
thing into the record yourselves.

141,




138

I am advised that Congressman Ford has a statement he wants
to enter into the record. Without objection, it will be so done. Bring
the statement forward if you have it please.

STATEMENT OF ANTHONY CARNEVALE, AMERICAN SOCIETY FOR
TRAINING AND DEVELOPMENT; DENNIS CAREY, THE HAY
GROUP, INC; AND NATHANIEL M. SEMPLE, VICE PRESIDENT,
COMMITTEE FOR ECONOMIC DEVELOPMENT

Mr. SempLe. Mr. Chairman, my name is Nat Semple. I want to
thank you for the opportunity to testify today.

I am with the Committee for Economic Development, which is a
business think tank involving 200 of the Nation's leading execu-
tives. Our primary concerns now are on tax reform and interna-
tional finance and the value of the dollar. However, one of our pri-
mary concerns has been the issue of competitiveness in this coun-
try. A focal point of our approach to dealing with that problem has
been dealing with the labor adjustment issue.

In 1984 we issued a report that included a series of recommenda-
tions on how specifically to deal with transition in the lakor
market resulting from loss of jobs due to competitiveness.

So, it is for that reason that I am pleased to have the opportuni-
ty tg) talk about H.R. 26, Congressman Durbin’s proposal, and H.R.
1219.

Let me just say from the beginning that these bills have already
accomplished a tremendous amount. They have kept this issue on
the agenda. For this reason alone, I think they deserve very careful
consideration.

Second, they do represent a marked departure from the past
ways the Federal Government has dealt with labor market prob-
lems. Rather than a top-down approach, they deal with the labor
market as it actually operates.

There are three other items that [ am particularly enthusiastic
about. They are preventive. They are tied directly to workers. They
are market oriented. And they are geared toward competitiveness.
Let me say that we wholeheartedly share the general focus. How-
ever, I hope that the authors are not totally committed to the spe-
cifics. I will explain why.

My concern is not so much that they are not targeted on the
right problem., It is whether in fact they will solve it or do much to
solve it. Overall, my concern is one of flexibility.

Let me deal first with H.R. 26. I have a difficult time seeing how
this will work in practice. I think there are four major reasons for
believing so. First, a major segment of the group that the bill is
targeted towards, specifically towards who have been dislocated
from capital-intensive industries such as auto and steel, the biggest
problem we discovered with these workers is mainly one of wage
transition. Historically, both auto and steel have enjoyed as much
as a T0-percent wage premium on the average over the average
manufacturing employee. When such a worker becomes unem-
ployed, he or she finds it quite difficult to accept such a drastic pay
cut.

¢
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I don’t like to use this analogy, but it would be like asking a
member of Congress to take something from 70,000 to 40,000. t
isa touf thing to do for anybody. )

Clearly, not all workers who lose their jobs do so in autg and
steel. But the big problem they have is basically, in addition to
having jobs available, is getting over this initial hurdle.

A second probzem I find with H.R. 26 is that it already adds a
burden to a Ul system that is in deep trouble. It -is in financially
disastrous shape. There are inequities. It would create an extra, I
would say, diversion from having to deal with the fundamental
problems of UI.

I am also concerned a bit about the tax offsets. I am not exactl
sure whether in fact they would do the incentive that the bi
would contemplate. There are many reasons for this. I won't go
into all of them. But I think that at this time, when we are doing
tax reform and we need simplification—I must admit the employer
community always likes to have tax incentives—there are some
that they feel probably rate a higher priority than this one at this
particular point. Now, this is not to say that there is not incentive
now in the area for business to do this kind of thing. There are in-
centives now, and I will get to that when I talk about Congress-
woman Johnson’s proposal. )

A third concern I have is the reliance on the U.S. Employment
Service. I think one area that this committee could focus on, and
very justifiably so, is the U.S. EmEloyment Service. The recent
report of the National Council on Employment Policy concluded
that the U.S. Employment Service offers but al assistance to
employers and job seekers. And even ICESA, the Interstate Confer-
ence, the association that represents the Employment Service, has
found that the system is supported with obsolete data processing
equipment and an aging, patched-together computer system. So, it
is & mairiy shaky foundation on which we are building our proposal.

Finally, I have a concern about participation. I don’t know how
many employers would resgond. I doubt that many would, consider-
ing the cost of business that they are having to deal with n%ht
now. I must admit that there are a lot of employers who probably
won'’t benefit from the tax incentives.

I think the employee is the critical issue. I don’t know how many
employees now realize that their future requires training, et
cetera. Since it is a voluntary system, I have my doubts.

Now, let me say that I am not sure about all this. We don’t
know, we really don’t have the facts at hand to ijudge this. This is
{ust what we have experienced in similar types of efforts—not simi-
ar efforts, but other programs, that there is a lot of education of
employees that has to%e one.

Let me talk about Mrs. Johnson’s proposal. I must say that we of
CED are enthusiastic about Congresswoman Johnson’s proposal to
a considerable extent. We have endorsed two-thirds of it, in fact.
We thoroughly endorse the idea of allowing Ul to be used for train-
ing. We also thoroughly endorse the idea of using IRA drawdown.

my own personal opinion—and I am not talking for the CED
trustees—many people who become unemploired do not necessarily
need training per se. They need whatever help they can get to tide
them over. By focusing only on training, then you may be narrowly
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focusing on only one thing that may be the last thing a family
needs. That is my own personal opinion.

I would, of course, be very careful about how you would use an
IRA drawdown in case of dislocation. I would be careful about how
to use it. I would be a little more flexible on how it can be used.

There is one aspect of Congresswoman Johnson’s proposal I find
troublesome, and that is the tax credit. Once again, I hate to—it's
like my friend Tony here; I don’t want to tell him that his tie
doesn’t match his suit, because I know he may be upset with me
for a while. But eventually I think what we are trying to do is
achieve an objective that my negative comments shouldn’t be
taken to say let’s stop thinking about this issue.

On the tax credit issue, there is this feeling that employers now
don’t get any benefits. Well, there is an estimate ranging of $30 bil-
lion direct expenses for employees for training and $180 billion for
indirect. And thuse are all expense. They all come off line right
now as it is. The question is, we don’t really know how much we
need. That is the issue. We just don’t know how much we need to
get employers to do more and how much is actually required.

I must admit that one of the problems is we don’t have the facts
available. Employers don’t really keep good accounts of how they
use training. They do training all the time. It's company survival
to have their employees trained. But they don’t separate it out
from capital investment. So, it’s a tough comparison to make. It
would be interesting to know over a period of time whether there
has been a shift between one and the other.

In conclusion, Mr. Chairman, let me say that we are very encour-
aged about this. We will be looking at the CED at this subject for
the rest of the year. We will be investigating it in the field.

I might add on the issue of flexibility, I just want to point out
one contract that was reached between a company and the union. I
am talking about flexibility now. This was a contract between Gen-
eral Electric and the International Union of Electric, Radio, and
Machine Workers. In this contract they provided all kinds of op-
tions, everywhere from severance pay, which an employee can
select, they have employment assistance, job placement, education,
and retraining.

_There is one provision here I found very intriguing. They subsi-
dize. A person loses their job. They subsidize the difference be-
tween the wage of the old job and the new job for 26 weeks. It is a
direct subsidy for that employee. In other words, the employee
doesn’t lose the wage in the transfer. This is the kind of creative
thing I am talking about in terms of flexibility. .

My concern about the Durbin proposal: It is in some respects too
narrow. It doesn’t allow flexibility. I am more-enthusiastic, I must
say, about Congresswoman Johnson’s because it is more flexible. I
Jjust think the tax rate at this time is probably untimely, and I am
not sure whether it would be effective.

k you very much.
{Prepared statement of Nathaniel Semple follows:]

. .
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PREPARED STATEMENT oF NATHANIZL M. SEMPLE, Vice PRESIDENT, COMMITEE FOR
Economic DrveropMENT

MR. CHAIRMAN,

My name is Nathaniel M, Semple, and I am Vice President
of the Committee for Economic Development. CED is a business
think tank that actively involves more than 200 of the nation’s
chief executive officers, otner top business leaders, and
university presidents on economic policy issues. At the moment,
we are concentrating on tax reform, health care, third world
finance, state economic development, the schools, and deficits.

-3

We also plan a specific look at labor adjustment -- as
part of our ongoing concern about industrial competitiveness. We
will be spending much of the rest of this year on this latter
task, which is why I am particularly pleased to have the
opportunity to discuss H.R. 26, Congressman’s Durbin's
"Individual Training Account Act", and H.R. 1219, Congresswoman
Johnson's "National Training Incentive Act". Whatever is said
about these proposals, I believe they have already fulfilled a
major role by keeping the structural labor issue and the need for
training on the agenda. These proposals also represent a major
departure from earlier Federal efforts to intervene in the labor
market. Unlike CETA and its successor, JTPA, these bills

leverage change in the local labor market, rather than
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establishing top-down Federal government programs.

I would hope, however, that the authors are not totally
committed to the specifics of their bills, but are Willing to
wait until we can better determine how to go about addressing
either the problem of the dislocated workers, which appears to be
Congressman Durbin’s focus, or encouraging training and
specifically employer based training, which appears to be

Congresswoman Johnson's primary objective.

Taking the bills numerically, let me discuss H.R. 26.
I do not see how this approach can work. I have four major

reasons for believing so:

. First, a major segment of the gro9p that the bill
wants to help «- specifical&y those dislocated from heavy
industries such as auto and steel ~-- are getting the wrong kind
of help in this proposal. The biggest problem workers in these
traditional industries suffer is the transition from a high wage
job to a lower wage job. Historically, both auto and steel have
enjoyed as much as 2 70% wage premium over the average
manufacturing employee. When such a worker becomes unemployed,
he or she finds it extremely difficult to accept such a drastic
cut in pay. This would be 1like asking a member of Congress to
accept $40,000 instead of $70,000.

Clearly, not all workers who lose their jobs do so in
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auto and steel.

But even for workers whose average wages are
somewhat more akin to the average manufacturing wage, training is
almost always better if the person attains a2 new job and then
combines it with employer~based training. Training prograns
sometimes help a person obtain a job, but only when a job is

. available,

« A second problem I find with H.R. 26, is that it adds
2 new _tax on top of an alreauy deeply troubled UI system. It is
not unlike adding a brick to a house of cards. The UI system
needs fixing -- it's broke. In CED's 1984 report on industrial
competitiveness we urged a number of major recommendations and
reforms of UI, many of which were addressed to the equity
concerns of the system. The details of which I have included for

your information as an appendix to this test;mony.

Furthermore, the notion of adding yet another tax to the
employer community, even with the tax offsets, simply isn't going
to go over. The employer community is now have to wrestle with :
the notion of taking on a major new burden of taxation, provided
by Reagan I, and I doubt if they would voluntarily participate in
any program where it would add to their cost of doing business.
As for the tax offsets, what i3 needed now is to simplify the tax
code -~ not add to its complexity.

« A third concern is the bill's reliance on the U.S.

Employment Service, which is already in a sorry state and
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experiencing severe management overload. In a report issued Just
this past May, the Hational Council on Employment Policy
concluded that U.S. Employment Service offers only "marginal
assistance to employers and job seekers."™ And the Interstate
Conference of Employment Security Agencies, the association that
represents the Employment Service, has found that the system is
being supported with an "obsolete data processing equipment and
an aging, patched-together computer system".

. Finally, I suspect only a few would voluntarily

participate. Employers, in particular, would not participate,
unless forced to by the provision that allow employees to make
the decision for them. With respect to this latter point, I
don't believe either unions or business would like have their
terms set at the federal level. But, I doubt that most employees
would force the issue anyway. Most workers do not believe the}
are going to be unemployed, and even fewer think that training in

the future is something they will need.

Let me turn now to H.R. 1219, Mrs. Johnson's proposal
about which I am considerably more enthusiastic. We have
discussed most aspects of this proposal at CED, and, indeed
endorsed two-thirds of it in our 1984 statement on industrial

competitiveness. Specifically, we recommended allowing UI funds

to be used for training -- a notion we first suggested in 1978.
We also recommended to a2llow IRAs to be drawn on for training -«

under certain conditions. These we find useful ideas. I would
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urge Mrs. Johnson to continue to push ahead on these two

aspects.

What is appealing about both these provisions are thier

flexibility, individual choice, and use of existing resources.

The one aspect of Congresswoman Johnson's proposal I
do find troublesome, is the proposal to include a tax credit
for employee incurred training expenses. The bill assumes that
we are currently biased in favor of fixed investment versus ’
human resources, but there is no way to know that. Fixed
investnent in the United States has remained fairly constant as
the percentage of GNP over the past decade and a half. HWe do not
have similar figures for investment in human resources, outside
ballpark guesses that are basically extrapulations of economic
models and seat-of-the-pants arithmetic. It would be useful to
have figures that showed relative change between fixed investment
and human resources over a period of time to see whether in fact
there has been a change relative to one another from which we
could infer that a bias indeed existed. But, short of that,
there is very little we can say except that more money is spent
in fixed investment than human resources. I might add,
incidentally, that employers can already deduct as a cost of

business job related employees training.

I do sympathize with the incentive to encourage

employee based training, but we first need to gain a better
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handle on what is going on now before suggesting a new policy.

In conclusion, Mr. Chairman, let me say again that I am
encouraged that both Congressman Durbin and Congresswoman Johnson
ars continuing to push forward on their proposals. I believe
we need to learn a lot more about what way we should go and 1
would not urge moving on these two proposals until we do. As 1
have indicated, CED will be devoting considerable attention to
just this task for the balance of this year, and I hope we can
report back to you some time late this session or early next year
on what we discover. We will be looking at what's actually
happening in this field and I think this kind of investigation
might prove quite fruitful. There are two areas you could spend
some time, one is a thorough review and reform of the U.S.
Employment Service. The second is to call for a reform of the UI

systenm.

Again, thank you very much for letting me testify and I

will be pleased to answer any specific questions you may have.
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Mr. Haves. Mr. Carnevale.
Mr. CARNEVALE. Let me begin tg saying, very much as Nat hus,
that both these bills, H.R. 26 and H.R. 1219, include what is, in leg-
islative terms, I think, always a precious caxfo; and that is new
ideas. In that they do, I think *hat they should be treated delicate-
ly and given due and very patient consideration.

I do at the same time share many of my colleague Mr. Semple’s
concerns with respect to the ITA’s, the principal concern being that
they may be somewhat elitist. That is, those who will contribute to
ITA’s are those who can afford the most. What may happen is that
people like myself and others who earn decent incomes and have
good jobs will utilize the ITA as another means to shelter addition-
al income from taxation and never really draw down on them as
training accounts and then finally draw down on them.upon retire-
ment as additional retirement income.

A second concern I have in general is that the ITA proposals pre-
sume that what is required in the case of a dislocated or a disad-
vantaged worker is training in order to move them towards a new
or a different or even a first job. In fact, I think it is the case that
what we have learned over the past decade or so in our experiences
with CETA, JTPA, and similar programs and public job training is
that training and education in and of itself does not create jobs. In
fact, what one can do best for somebody who is without a job is get
them one. The training and experience that follows thereon is of
the most precious kind. A good job is a job with training and bene-
fits in a career ladder, the learning that counts for most people.
Their learning that represents real opportunity for increased
income comes on the job.

To a certain extent, training outside the workplace for many
people is a cruel delusion when it does not result in ~eal advance-
inggt and movement towards good jobs with training and career

adders. »

So, those are my general concerns, although I think there are

any things to be said about these proposals that are very positive.
First of all, they do attempt to be preventive. The current public
{'ob training system by its very nature attempts ‘o solve the prob-

em after the horse .3 out of the barn. These proposals attempt to
prevent people from being dislocated from current jobs. I think
that is a very positive and creative approach in all coses.

Also, I would add that there are two kinds of proposals that we
are considering here that serve quite different purposes. The first
kind of proposal or purpose implicit in all this legislation is to pre-
vent job losses and to aid those who don’t have jobs in getting
them. In that case we have had substantial experience on the
public job training side and I think a complementary approach
that focuses on workers and emgloyees while they are in the work-
place is probably called for and deserving of consideration.

There is a second focus here that is quite different, and I think it
represents a radical departure from our traditional perspective at
the Federal level on job training, education, and human regources
policies generally. Since the end of the Second World War, human
resources policy at the Federal level has essentially left the private
economy alone. The economy grew and provided jobs and training
almost by itself. What we focused on here was essentially those
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who did not share in the largess of the American economy: The dis-
advantaged, the handicapped, and other special populations, and
lately those who have lost their jobs as a result of economic transi-
tion.

In particular, HR. 1219 and the tax credit included therein fo-
cuses on a much different question. I think it deserves to be treated
as a different question. That is the overall competitive advantage
of the American economy. Whereas in previous legislation, Federal
legislation, we have been concerned about the distribution of jobs,
the golden eggs, as it were, what seems to be at risk now and very
much a focus of the legislative process is the goose itself.

Our concern, I think, and the concern that the tax credit in H.R.
1219 responds to is the role of human resources in promoting com-
petitive advantage in the American economy. I think it also recog-
nizes some fundamental realities in the American system, funda-
mental realities and changes in our economic situation.

First of all, demography, the American population is aging. More
and more Americans are concentrated in the workplace. ile we
have built a huge public and not-for-;l)rofit education and training
system which focused on g'oung people when the baby boom was
young, which iocued on ijo training and school-to-work transitions
when the baby boom left secondary school, it may be that in the
future we will need to focus on human resource development and
human resource services delivered in the context of the workplace.
That is where the population is.

I think in part the interest in such things as tax credits and
ITA’s derives from a heart-felt need on the part of the American
population in this regard.

The second factor that I think is recognized here is that, in terms
of the way the American labor market works, it is the employer
who provides job-specific training. Currently, the eraployers pro-
vide, an available estimates, about $180 billion in c.1-theJob train-
ing, informal training, coaching, as it were, and ar.other $30 billibn
in formalized training. That comes to a total of $210 billion and
makes the employer-based system roughly equivalent to the entire
elementary and secondary education system.

. glis a large enterprise, one that has been largely ignored until
ately.

The question before us, I think, is, as Nat put it previously, is it
large enough? How much training is enough? We really don’t know
the answer to that question.

We do know, however, that American competitive advantage is
increasingly attached to the quality of our work force and to the
quality of training and adapta ili&y of that work force to changing
prices, changing technologies, and shifting international competi-
tive advantage. We also know that, in general, the investment
market for human resources essentially doesn’t exist. There is no
banking system or financial apparatus that allows individual per-
sons or even companies really to invest in human resources in the
long term. There is no loan system, for instance, to discount the
c_:to:lt of human resource development, as there is in the case of cap-
ital.
Also, there are practices among employers in the United States
that are fairly evident to me on an anecdotal basis whereby one
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employer trains, another employer increases wages and steals away
or pirates away trained personnel. That in general reduces ‘the
overall incentive to train in the American system. Many compa-
nies, for instance, will give an employee half the training, utilize
that employee for a year or so to realize gains from training, and
then give them the other half of training, and then count on losing
some fixed percentage of those who were trained to other compa-
nies in the same business who bid on the basis of ‘'wages and not on
the basis of training.

So, I think this legislation really does recognize a number of re-
alities in the American system. We know, in closing, that in the
long term, public education is the foundation of the American econ-
omy. In the long term, educated Americans are really the major
factor of production and determine our competitive advantage. But
in the short term, it's jobs that determine the need for training and
education,

For instance, there would be very little magic or engineering in
the United States if there weren’t jobs for engineers and magi-
cians. I think these bills, especially the tax credit in H.R. 1219, rec-
ognizes some of these realities and asks us, both yourselves as legis-
lators, and the rest of us as representatives of employers and ana-
lysts whether or not we are doing enough training in the work-
place. I think at this time it is not clear, really, whether we are or
we aren’t.

Thank you.

[Prepared statement of Anthony Carnevale follows:]
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PREPARXD STATEMENT OF ANTHONY CARNEVALE, AMERICAN SOCIETY FOR TRATNING AND
DevELOPMENT

As the representatives of nearly 50,000 of the nation's
employer~based specialists who train, retrain and educate the work
force, the American Society for Training and Development commends
the House Wednesday Group and the Northeast Midwest Congressional
Coalition's interest in work place training. I am Anthony
Carnevale, chief economist and vice president for Government
Affairs for ASTD. We are pleased to present testimony today on the
National Training Incentives Act and the Individual 'rr-:aining
Account. We are very happy to see heightened Congressional
interest to create more incentives for training and human resource
development.

Workplace training can be a powerful lever for resolving many
of the nation's economic and human problems. Although employer-
based training has attracted little public attention, it has been a
critical aspect to the nation's education and training system since
the great industrial expansion in the late nineteenth century. To
some extert employer-based training and development has remained
the dark continent in the public training and development system
for good reason. The employer-based training and human resource
development system has operated smoothly, informally, efficiently,
and has little connection to the public funding of institutions
that dominated the human resources debate over the postwar period.

This employer-based "shadow education system" exists for many

reasons: First, since 1946 the nations principle human resource
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development problem has been that of providing elementary, secon- .

dary and p9st-secondary education for the baby boom as that bur~-
geoning population shouldered its way through child!:ood, adoles~
cence and young adulthood. Second, throughout most of the postwar
economic era the competitive adaption of human skills to factor
price changes, new technologies, new products and shifting competi-
tive advantage occurred smoothly and without major dislocation and
disruption. Third, where major public efforts have been mounted to
redistribute income toward the disadvantaged or ease transitions
for dislocated employees, policymakers have relied almost exclu-
sively on public education anC training.

The growing importance of employer—based training and c‘ievelop-
ment is partly due to changing circumstances that have altered or
challenged all of the latter presumptions. The baby boom has aged
beyond the reach of element.gry, secondary and even post-secondary
educational institutions. Training and human resource development
services are increasingly delivered to a working population.
Horeover, available data suggests that adult Americans would prefexr
that their developmental services be delivered through the work
place.

Economic Adaption

The processes of competitive skill adaption have also accel=-
erated as the internationalization of the American economy has
intensified the pace of economic and technological change. On

balance these forces have created more jobs than they have des-
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troyed. At the same time, however, those who get the jobs that
trade and new technologies create are rarely the same people who
lose jobs to technology and trade. Those who are dislocated by
h_ealthy economic and technological changes need to be retrained.
In goneral these dislocated workers represent a relatively small
proportion of the ‘nation's labor force. According to a Noveuber
30, 1984 Bureau of Labor Statistics repoxrt, of the 5.1 million
employees who had been on tlie job for three years before being
displaced over the four year period between January of 1979 and
January of 1984, 60% had been teemployefl, 25% were still looking
for work and 700,000 had dropped out of the labor force. Those
former employess actually forced to drop out of the labor gotce
amounted to little more than one half of one percent of American
workers in January 1984. Other studies suggest that displaced
workers number 100,000 employees per year--less than one tenth of
one percent of. the current labor force.

The problems of dislocated workers are significant, real and
deserving of public remedies; but America's more sizeable retrain-~
ing problem lies elsewhere. The nation's most sizeable retraining
challenge is the constant reskilling of existing employees.
Employees dislocated by economic change and made redundant by new
technologies are only the most obvious and dramatic evidence of a
more subtle, incremental and pervasive process of economic and
technological change that affects skill requirements for all

employees. The dislocated and redundant employee is only the tip
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of the iceberg. By far the greater mass of change in skill re-
quirements is constantly unéar.way in the woz:k place as those who
remain on the job react to skill changes made necessary by economic
and technological forces.

Skill changes: impact primarily on the job };ecause they are
evolutionary. REconomic and technological a;!aption exacts marginal
changes among the bundle of tasks associated with individual jobs
or occupations. These subtle shifts in job requirements are rarely
noticed outsié!e the work place until they accumulate in sufficient
quantity to effect pre-employment occupational preparations or
until over a number of years and.even decades they avolve into an
entirely new occupation or j description. The employer~based job
training systom is the key element in adapting the nations human
resources to changing skill requirements. FEven in periods of
r'elatively rapid economic and technological change, competitive
skill changes are evolutionary not revolutionary.

Incremental shifts in prices, products, technologies and
competitive advantage e;ffect marginal changes in employes skills.
Moreover, the work place is the most appropriate situs for retrain-
ing. It is in the work place where subtle shifts in products,
prices and new technologies are translated into new skill .raquire-
ments instantly and articulately through the calculus of market
competition. The employer-based training and human resource
development system is the most sensitive barometer for registering

economic ani technological impacts on job requirements. The
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employer-based training system is our first line of defense 1h the
effort to adapt to economic and technological change and to main-
tain international competitive advantage.
Productivity, International Advantage and Technology
Worxkplace training is also key in promoting péoductivity,
price stability and international competitive advantage. Produc-
tivity is driven by the working "team." Productivity results from
the ability of working groups or "teams" to learn together in the
work place. Individvalized learning outside the work place contri-
butes to employee productivity only to the extent it pcovides
individuals with the necessary basic educational, occupational and
social skills that make them ready for work place learning in the
context of the production process. It is the informal and formal
learning in the work place that drives team productivity and the
effective integration of human and machine capital.
| Productivity and thereby training are our most effective means
for maintaining price stability. While reduced wage costs can hold
prices down, there are limits to the effectiveness of downward wage
pressures on prices. All out wage competition, for instance, would
threaten the productivity of the working team, especially if
experienced employees became less willing to pass on their skills
to new employees or resist new technolagies for fear of losing
their jobs. 1In fact, it is rare for even the most extreme wage
pressures to result 1n'actua1 wage reductions. At best, employers
are able to slow the rate of increase in wages to the rate of

increase in productivity.
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'rean; productivity and the £formal and. informal work place
training that leverages it are also the most powerful lever for
maintaining the nation's competitive advantage. We cannot match
sweat equity with the masses of low wage workers in the underde-
veloped world. Americans cannot win the race to the lowest common
wage. Foreign workers willing to work for as little as fifty cents
per day will win the race for low wages and low skill jobs. More-
over, the surplus of low skilled adult labor will grow in the
underdeveloped world. Betwaen 1980 and the yeaxr 2000, population
growth in the twenty to forty year old cohort will increase by 630
million people in the underdeveloped world as compared with 35
million in the developed world.

Nor will technology save us. Technology knows no cultural or
national loyalties and is instantly transportable. In addition,
evidence shows that human factors far outweigh other resources in
their contribution to American productivity growth and increases in
the national income si .o comparative data first became available
in 1929. Moreover, "working smarter” or learning on the job showa
up as the most significant among human contributions to productivi-
ty and national income since 1929. Finally, we should all remember
that machines are ultimately human artifacts and that if they are
to be utilized effectively they must be integrated into the working

team at the job site.
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Entry Level Job Skills

Workplace training alsoc has a clear and critical role in
developmert of 4individual working skills. While elementary,
secondary and post-secondary education institutions provide most
basic academic and vocational skills, it is work place training
that provides most, if not all job specific skills.. This is due in
part to the nature of America's human development system. After
graduation from secondary school, young adults tend to experiment
with alternative education, training and work experiences until
roughly age twenty-five when they begin to settle into a long term
career pattern.

Secondary school job-specific training is relatively outdated
and irrelevant by age twenty-five. The research literature tends
to bear this out. Most secondary school graduates do not work in
the labor market areas in which they went to high school. Most
continued work in occupations in which they received job-specific
training in secondary schools. As compared with those who did not
receive job-specific training in secondary school, only those with
training in clerical and construction occupations showed income
gains from job-specific training in secondary school. Moreover,
even those gains tend to wash out within five years of secondary
school graduation. According to the Bureau of Labor Statistics, in
1383 only 5% of the nation's employees report they learned some-
thing they needed to know to do their current job in secondary

vocational schools and only 4% said they learned something neces-

sary to qualify for their current job in. post-secondary vocational

schools.

Aruitoxt provided by Eic:




ERI |

Aruitoxt provided by Eic:

167

Skill Shortages

Workplace training 13. surprisingly important in developing
basic job skills even among professional, a'nd speciality occupa-
tions. This fact has become ever more apparent over the years in
the investigation of skill shortages that are often announced but
rarely materialize in the work place. Most skill shortage projec-
tions are based on headcounts of graduates of formal secondary and
post-secondary occupational programs relative to projected industry
hiring requirements in specific occupations and professions.
Projections arrived at in this manner tend to ignore the role of
the work place training system in providing for job related skills.
Employers tend to take the closest available approximation to the
skill they wanc apd train it into the skill they need. This is
even true among the most highly skilled professions. 1In 1979, for
instance, most new engineering jobs were not filled by new engi-
neering graduates. In 1983 fully a third or 33t of those trained
in professional or specialized occupations said they received some
or all of the training necessary to qualify for their jobs through
formal or informal training in the work place. Among technicians
who received training to qualify for their jobs, a remarkable 54%
said they received some or all of their qualifying training from
their employers in the work place. In the remainder of occupa-
tional categories of the work force, the proportion of employees
who received some or all of their qualifying training for their

jobs through work place training was even higher than in 1983.
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Among employees in other than professional or technical occupa-
tions, 79% of those who needed training to get their jobs received
some or ail of that tratning in the work place as compared with 40%
who said they received some or all of their trfining from schools.

Retraining

As noted above, the employer's role in retraining is signifi-

cant. The work place is the most sensitive and immediate barometer
of economic change. A full 708 of executives, administrators and
managers said they received some or all of their retraining on the
job as compared with 37% of executives and administrators who said
they received some or all cf their retraining at schools.* Among
professionals and technicians, an equivalent proportion of employ-
ees said they got all or some of their retraining on the job or at
schools. Of those who received retraining in the remaining occupa-
tional categories of the work force, 76% said they received all or
some of their retraining in the work place and 23% said they re-

ceived some or all of their retraining in schools.

*Since many trainees responded that some of their tralning comes
from both employer and other institutions, there is overlap batwaen
employer provided and other training. Figures then, will not add
to 1008. (Source: Bureau of Labor Statistics, 1984)
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The latter figures likely understate the amount of training
leveraged thgough the work place. Workplace training is informal,
especially OJT, and of short duration. As a result it is le ot
memorable and survey respondents are likely to understate the
amount of training they receive that is directly related to their
current job. In addition, the above figures only tell us where the
training takes place. This understates the quantity of employer
sponsored training that does not take place in the work setting but
is initiated and paid for by employers. Employers always have ;
choice as to whether it is most efficient to make or buy the
training they need. The incentive to buy rather than make training
is especially strong for smaller employers who do not have suffi-
cient employees to realize economies of scale necessary to set up
their own in-house training staffs or programs. We estimate that
38% of formalized work place training is paid for by employers but
bought outside the work place. As the above data would suggest,
most of" the outside train