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WORKER RETRAINING

TUESDAY, JUNE 11, 1985

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES,

COMMITTEE ON EDUCATION AND LABOR,
Washington, Da

The subcommittee met, pursuant to call, at 9:45 a.m., 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:]

(1)
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99TH CONGRESS H. R. 261ST SESSION

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 3, 1985

Mr. DURBIN (for himself, Mr. BOEHLERT, MS. ()AKAR, Mr. DWYER of New
Jersey, Mr. GEPHARDT, Mr. 0I3ERSTAR, Mr. MACKAY, Mr. LELAND, Mr.
STOKES, Mrs. SCHNEIDER, Mr. PENNY, Mr. BO BUZ, Mr. WEISS, Mr.
WOLPE, Mr. NOWAK, Mrs. COLLINS, Mr. MCKINNBY, Mr. VENTO, Mr.
RINALDO, Mr. GARCIA, Mr. BATES, MI. SNOWE, Ms. NAMUR, Mr.
MOODY, Mr. EVANS of Illinois, Mr. CLINGER, Mr. WORTLEY, Mr. MCKIM.
NAN, Mr. DONNELLY, Mr. ADDABBO, Mr. KOLTER Mr. MAVROULES, Mrs.
MARTIN of Illinois, Mr. TOWNS, Mr. WEAVER, Mr. KOSTMAYER, Mr.
CONTE, Mr. VOLKMER, Mr. GINGRICH, Mr. EDGAR, Mr. GE.TDENSON, and
Mr. JEFFORDS) introduced the following bill; which was referred jointly to
the Committees on Education and Labor and Ways and Means

A BILL
To 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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1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 SHORT TITLE

4 SECTION 1. This Act may be cited as the "National

5 Individual Training Account Act of 1985".

6 TITLE I INDIVIDUAL TRAINING ACCOUNTS

7 ESTABLISHMENT OF NATIONAL INDIVIDUAL TRAINING

8 ACCOUNT PROGRAM

9 SEC. 101. (a) There is hereby established the national

10 individual training account program (hereinafter in this title

11 referred to as the "program") to be administered by the Sec-

12 retary of Labor and the Secretary of the Treasury in coopers,

13 tion with the several States. The purpose of the program is

14 to provide incentives to employers and employees to invest in

15 a system of individual training accounts that shall be used to

16 defray the costs of employee training in the event an employ-

17 ee becomes or is about to become involuntarily unemployed.

18 It is the intent of the Congress that-

19 (1) the program be maintained as a voluntary

20 system open to any employee and any employer of

21 such employee who elect to participate in the program,

22 and

23 (2) amounts on deposit in individual training ac-

24 counts be invested in a manner that will yield a high

25 return.

7
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1 (b) The Secretary of Labor shall prescribe such rcgula-

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

3 cordance with this Act.

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

5 States, may enter into an agreement with any State, or with

6 any agency administering the unemployment compensation

7 laws of any State, under which such State or agency shall-

8 (A) issue and redeem, as an agent of the United

9 States, vouchers to pay training and relocation ex-

10 penses in accordance with this Act;

11 (B) accept contributions, as the agent of the

12 United States, from employees and employers for de-

13 posit into individual training accounts and aistribute

14 any amount in any such account at such times as any

15 distribution from such account is authorized under sec-

16 tion 103(b);

17 (0) provide individual counseling or job and train-

18 ing referral services to any participant in the program;

19 and

20

21

22

23

24

25

(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-

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

*a 26 i
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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 TEE SECZETARY OF LABOR

6 SEC. 102. (a) The Secretary of Labor shall establish by

7 regulations procedures 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 expenses fiied 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 ante with section 103(d) for training cr relocation

17 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 mado by any State or person

25 relating to any labor market, any training program,

ollt 26 11
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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 any contribution for deposit in the Unemployment

9 Trust Fund to the credit of any individual 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 (0) The allocation and distribution of any amount

15 in any individual training account among 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 distributed 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 establish 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.

Oa X
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1 DISTRIBUTIONS FROM INDIVIDUAL TRAINING ACCOUNTS

2 SEC. 103. (a)(1) For purposes of this title, the term "eli-

3 Bible individual" means any individual who is involuntarily

4 unemployed through no fault of his own.

5 (2) Any eligible individual may withdraw from an indi-

6 vidual training accoun, established for the benefit of such

7 individual-

8 (A) such amount as is necessary to pay training

9 expenses incurred by such eligible individual in a train-

10 ing program determined by the Secretary of Labor,

11 under section 104, to be an eligible training program;

12 or

13 (B) an amount not to exceed $1,000 to pay relo-

14 cation expenses approved by the Secretary of Labor or

15 the authorized agent of such Secretary under section

16 105, with respect to such eligible individual.

17 (3) If the employer of any employe.) certifies to the Sec-

18 retary of Labor or the authorized agent of such Secretary

19 that such employee will be discharged permanently within

20 the six-month period beginning on the data such certification

21 is submitted to the Secretary or such agent, Rich employee

22 shall be treated as an eligible individual as of such date if

23 such employee would, but for the fact that such discharge has

24 not yet occurred, be an eligible individual on such date.

25 (b)(1) In the case of an employee who-

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

2 ployer, or

3 (B) involuntarily ceases' to be employed by such

4 employer through the fault of such employee,

5 an amount equal to the sum of any amounts contributed by

6 such employer to an account established for the benefit of

7 such employee shall be distributed to the employer from such

8 account in the manner provided in paragraph (5).

9 (2) In the case of an employee who retires from his em-

10 ployment by his employer or who dies while employed, any

11 balance in the individual training account established for the

12 benefit of such employee shall be distributed from such ac-

13 count among the contributors to the account (or the successor

14 in interest to any such contributor) in the manner provided in

15 paragraph (5). The employee's share of any balance in such

16 account, in the case of an employee who has died before such

17 distribution is made, shall be distributed to and included in

18 the estate of such employee.

19 (3) If-

20 (A) any employee fails to contribute, for any cal-

21 ondar year, the minimum amount described in section

22 3310(a)(4) of the Internal Revenue Code of 1954 to an

23 individual training account established for the benefit of

24 such employee, or

Olt IS
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1 (B) the employer of any employee referred to in

2 subparagraph (A) fails to contribute, for any calendar

3 year, at least such amount to such account,

4 an amount equal to the sum of the amounts contributed by

5 such employer to such account shall be distributed to the

6 employer from such account in the manner provided in para-

7 graph (5).

8 (4) For purposes of this subsection, an employee who

ceases to be employed because such employee has 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.

9

10

11

12

13 (5) In the case of any distribution under this subsection

14

15

16

17

18

19

20

21

22

23

24

25

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

contributor) 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 contributions of each such

contributor, and

(B) a proper allocation of any amounts previously

distributed from such account for approved job training



10

9

1 or relocation expenses among the contributions which

2 were made before any such distribution (including the

3 net income of the account which was attributable

4 to such contributions and was earned before such

5 distribution).

6 (6) For purposes of making any distribution under this

7 subsection, the Secretary shall prescribe by regulations the

8 manner in which any determination shall be made with re-

9 spect to recognizing any person as the successor in interest to

10 any employer in the case of any merger, acquisition, or liqui-

11 dation affecting such employer.

12 (c) No distribution from an individual training account

13 shall be made unless-

14 (1) application to the Secretary of Labor, through

15 a State public employment office or other agency, is

16 made by the person seeking such distribution, and

17 (2) such application is approved by the Secretary

18 of Labor or an authorized agent of such Secretary in

19 accordance with this title.

20 (d)(1) The Secretary of Labor shall establish a voucher

21 system for making distributions from individual training ac-

22 counts fol. training or relocation expenses.

23 (2) A voucher issued to an eligible individual under such

24 system to pay training expenses or relocation expenses shall

25 be redeemed by a public employment office (or such other

HR 26 LE 2
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1 agency which the Secretary of Labor has approved under

2 section 3304(a)(1) of the Internal Revenue Code of 1954) for

3 an amount not to exceed-

4 (A) the face value of the voucher, or

5 (B) the actual cost of such expenses,

6 whichever is less, upon the presentation of such voucher to

7 such office (or such agency) by the person who provided' or is

8 providing the sei rice for which such expenses were incurred.

9 (3) No voucher issued to any eligible individual may be

10 used to pay any expenses of any other individual.

11 (e)(1) In the case of any payment or distribution to any

12 person from any individual training account (or the individual

13 training account insurance account in the Unemployment

14 Trust Fund) in excess of the amount to which such person is

15 entitled under this Act, such excess amount shall be declared

16 by the Secretary of the Treasury (in such manner as such

17 Secretary shall prescribe by regulations) to be an amount due

18 such Secretary by such person. The Secretary of the Treas-

19 ury shall prescribe by regulations the manner in which any

20 such excess amount shall be repaid by such person or other-

21 wise collected from such person.

22 (2) Upon receipt of any repayment of any excess amount

23 referred to in paragraph (1), the Secretary of the Treasury

24 shall, subject to paragraph (3), credit the individual training

15
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1 account of the individual for whose benefit such payment was

2 made for the amount of such repayment.

3 (3) To the extent any payment or distribution referred to

4 in paragraph (1) gave rise to a debit by the Secretary of the

5 Treasury of the individual training account insurance account

6 in the Unemployment Trust Fund pursuant to section

7 910(a)(3) of the Social Security Act, the Secretary of the

8 Treasury shall credit such insurance account for so much of

9 the amount of any repayment under this subsection as does

10 not exceed the amount of any such debit.

11 (f)(1) If the redemption of any voucher issued under this

12 section to pay the training or relocation expenses of any indi-

13 vidual gives rise to a debit by the Secretary of the Treasury

14 of the individual training account insurance account in the

15 Unemployment Trust Fund pursuant to section 910(a)(3) of

16 the Social Security Act, no additional voucher for such pur-

17 poses shall be issued to such individual for any amount in

18 excess of any balance in the individual training account es-

19 tablished for the benefit of such individual at any time-

20 (A) after the date of the redemption of the vouch-

21 or which gave rise to such debit, and

22 (B) before the end of the one-year period begin-

23 ning on the date of the first contribution by such indi-

24 vidual to the individual training account established for

16.

.
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1 his benefit after such individual obtained employment

2 following such training or relocation.

3 (2) Notwithstanding subsection (a), no unemployed indi-

4 vidual shall be treated as an eligible individual before the end

5 of the one-year period beginning on the date of the enactment

6 of this Act. Any unemployed individual who, but for the pre-

7 ceding sentence, would be an eligible individual shall be

8 treated during such one-year period as an employee who has

9 voluntarily ceased to be employed by the employer of such

10 individual.

11 ELIGIBLE TRAINING PROGRAMS; CERTIFICATION BY THE

12 SECRETARY

13 SEC. 104. (a) In the case of an application under section

14 103(c) by an eligible individual for a voucher under section

15 103(d) for a withdrawal from an individual training account

16 to pay the expenses of training in any trade or occupation, no

17 such application shall be approN%ed by the Secretary of Labor

18 or any authorized agent of such Secretary unless the training

19 program providing such training has been certified by the

20 Secretary of Labor to be an eligible training program under

21 this section with respect to such trade or occupation.

22 (b) A training program shall be certified by the Secre-

23 tary of Labor as an eligible training program for purposes of

24 section 103(a)(2) of this title and section 197(0(2) of the In-

*RU
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1 ternal Revenue Code of 1954 if tho Secretary determines to

2 his satisfaction that-

3 (1) the quality of such training program will be

4 adequate and reasonable for the trade or occupation for

5 which such training is being or will be provided;

6 (2) subject to subsection (d), the trade or occupa-

7 tion for which such training is being provided under

8 such program is one which is likely to lead to employ-

9 ment opportunities for the participant in such program;

10 (3) the facilities and equipment to be used are

11 suitable for such program and the instructors in such

12 program are qualified to provide training in such trade

13 or occupation; and

14 (4) the training program meets such other require-

15 ments as the Secretary may establish under the

16 program.

17 (c) The Secretary of Labor shall by regulation prescribe

18 procedures governing the manner in which a program may be

19 certified under subsection (b) as an eligible training program

20 for purposes of this title. Such procedures shall provide for

21 the following factors to be taken into consideration by the

22 Secretary before making such certification:

23 (1) The projections by the Bureau of Labor Stand-

24 ands pursuant to section 462(a) of the Job Training

25 Partnership Act with respect to future demand for the

1 8
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1 occupation for which training is being provided under

2 such training program.

3 (2) The training and education requirements for

4 such occupation maintained by the Secretary of Labor

5 pursuant to section 462(b) of such Act.

6 (3) Information collected and maintained by a
7 State labor market information program referred to in

8 section 125 of such Act concerning education and

9 training supply support needs of the State within which

10 such training program is situated.

11 (4) With respect to the quality of such training

12 program, any determination relating to such program

13 by the Secretary of Education, any State education

14 agency, any State agency which regulates or accredits

15 apprenticeship programs, any private industry organi-

16 zation, any agency or organization which receives Fed-

17 eral financial assistance under the Jobs Training Part-
18 nership Act, or any nationally recognized accrediting

19 agency or association which the Secretary of Labor de-

20 termines to be reliable authority as to the quality of

21 training offered.

22 (5) Such other factors as the Secretary of Labor

23 may determine to be relevant to such certification.

24 (d) No training program in low-wage industries where

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

Wit 31 III
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1 high shall be approved by the Secretary as an eligible train-

2 ing program for purposes of subsection (a).

3 QUALIFIED RELOCATION EXPENSES; APPROVAL BY THE

4 SECRETARY

5 SEC. 105. (a) In the case of an application under section

6 103(c) by an eligible individual for a voucher under section

7 103(d) for a withdrawal from an individual training account

8 to pay relocation expenses incurred by such employee, no

9 such application shall be approved by the Secretary of Labor

10 or any authorized agent of such Secretary unless such Secre-

11 tary or such agent determines that reimbursement from such

12 account for such relocation is consistent with the purposes of

13 this Act and the requirements of this section.

14 (b) Subject to the dollar limitation contained in section

15 103(a)(2)(B), the Secretary of Labor or any authorized agent

16 of such Secretary may approve any application for a voucher

17 to pay the costs incurred by an eligible individual for moving

18 costs and such other reasonable costs incidental to the reloca-

19 tion of such employee which such Secretary or such agent

20 may designate.

21 (c) The Secretary of Labor shall by regulation prescribe

22 procedures governing the manner in which an eligible indi-

23 vidual may be certified as eligible for relocation expenses

24 under this section.

al UM 20
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1 (d)(1) No application for payment of relocation expenses

2 of any eligible individual shall be approved by the Secretary

3 of Labor or any authorized agent of such Secretary for the

4 relocation of such individual outside the State in which such

5 individual was last employed before the end of the thirteen-

6 week period beginning on the date such individual was last

7 employed.

8 (2) No application described in paragraph (1) shall be

9 approved after the end of the thirteen-week period referred to

10 in such paragraph unless the public employment service of

11 the State in which an eligible individual was last employed

12 (or such other agency which the Secretary of Labor has ap-

13 proved under section 3304(a)(1) of the Internal Revenue

14 Code of 1954) determines that no employment opportunity

15 exists within such State in any trade or occupation of such

16 individual.

17 (3) In the case of an eligible individual who was last

18 employed in one State and during such last employment re-

19 sided in another State-

20 (A) paragraph (1) shall be applied so as to allow

21 the payment of relocation expenses for the relocation of

22 such individual within either such State during the 13-

23 week period referred to in such paragraph, and

24 (B) the determination under paragraph (2) shall be

25 made with respect to employment opportunities within

*Mt S

21



18

17

1 both such States before an application may be ap-

2 proved for the payment of relocation expenses for the

3 relocation of such individual to any place outside of

4 both such States.

5 INDIVIDUAL TRAINING ACCOUNTS ESTABLISHED AS SEPA-

6 RATE BOOK ACCOUNTS IN UNEMPLOYMENT TRUST

FUND

8 SEC. 106. (a) Title IX of the Social Security Act (relat-

9 ing to miscellaneous provisions relating to employment secu-

10 rity) is amended by inserting at the end thereof the following

11 new section:

12 "INDIVIDUAL TRAINING AND RELATED ACCOUNTS

13 ESTABLISHED

14 "SEC. 910. (a)(1) There shall be established in the Un-

15 employment Trust Fund an individual training account for

16 the benefit of each individual who elects to participate in a

17 State individual training account program approved by the

18 Secretary of Labor in accordance with section 3310 of the

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

20 count shall be established for the benefit of any individual.

21 Each such account shall be maintained as a separate book

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

23 "(2) Any amount received by the Secretary of the

24 Treasury as a contribution to an individual training account

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

IX X

22
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1 subsections (b)(2) and (c)(2), credited to such account. To the

2 extent the credit of any such amount to such account would

3 cause the balance in such account to exceed $4,000, the

4 amount of such contribution which would create such excess

5 shall be promptly returned to the contributor of such amount.

6 "(3) Upon receipt of notification from the Secretary of

7 Labor of any redemption by any State of any voucher for

8 training or relocation expenses of an individual for whose

9 benefit an individual training account has been established,

10 the Secretary of the Treasury shall-

11 "(A) debit the individual training account of such

12 individual for such amount, and

13 "(B) credit the State individual training account

14

15

16

17

18

19

20

21

22

23

24

for such State for such amount.

If the amount of any such redemption exceeds the balance

maintained in such account 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 103(b) of such Act, the Secretary of the

25 Treasury shall
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1 "(A) transfer such amount from the Fund to the

2 general fund of the Treasury, and

3 "(B) debit the account for such amount.

4 "(b)(1) There is hereby established in the Unemploy-

5 ment Trust Fund an individual training account administra-

6 tion account. Such account shall be maintained as a separate

7 book account in the manner provided in sectiori 904(e).

8 "(2) Of any amount received by the Secretary of the

9 Treasury as a contribution to an individual training account,

10 percent of such amount shall be credited to the individual

11 training account administration account.

12 "(3) Upon receipt of notice from the Secretary of Labor

13 of any amount determined (in accordance with regulations

14 promulgated pursuant to section 102(b)(2) of the National In-

15 dividual Training Account Act of 1985) to be due any State

16 for assisting such State to administer the individual training

17 account program in such State, the Secretary of the Treasury

18 shall.

19 "(A) debit the individual training account adminis-

20 tration account for such amount, and

21 "(B) credit the State individual training account

22 for such State for such amount.

23 "(c)(1) There is hereby established in the Unemploy-

24 ment Trust Fund an individual training account insurance ac-

24
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20

1 count. Such account shall be maintained as a separate book

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

3 "(2) Before the end of each fiscal year, the Secretary of

4 the Treasury shall-

5 "(A) debit each individual training account for

6 $25, and

"(B) credit the individual training accolnt insur-

8 ance account for such amount.

9 "(d)(1) There shall be established in the Unemployment

10 Trust Fund a State individual training account for each State

11 which participates in the national individual training account

12 program. Each such account shall be maintained as a sepa-

13 rate book account in the manner provided in section 904(e).

14 "(2) At least once during each quarter of each fiscal

15 year (or upon the receipt of a request for payment from the

16 Governor or other chief executive of any State), the Seem-

17 Lary of the Treasury shall-

18 "(A) out of any amount on deposit in the Fund,

19 pay to each State for which a State account has been

20 established under paragraph (1) (or, in the case of any

21 such request, such State) an amount equal to the bal-

22 ance in the State account for such State, and

23 "(B) debit such State account for such amount. ".

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

25 Act is amended by striking out "and the railroad unemploy=

sit X I
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1 ment insurance administration fund" and inserting in lieu

2 thereof "the railroad unemployment insurance administration

8 fund, the individual training account administration account,

4 the individual training insurance account, each individual

5 training account, and each State individual training account".

6 TITLE IIAMENDMENTS TO THE INTERNAL

7 REVENUE CODE OF 1954 RELATING TO MIDI-

8 VIDUAL TRAINING ACCOUNTS.

9 SEC. 201. APPROVED STATE INDIVIDUAL TRAINING ACCOUNT

10 PROGRAM REQUIRED FOR APPROVAL OF

11 STATE UNEMPLOYMENT COMPENSATION LAWS.

12 (a) IN GENEEAL.Subsection (a) of section 3304 of the

13 Internal Revenue Code of 1954 (relating to approval of State

14 laws) is amended by redesignating paragraph (18) as para-

15 graph (19) and inserting after paragraph (17) the following

16 new paragraph:

17 "(18) a State individual training account program.

18 which has been approved by the Secretary of Labor

19 under section 3310 is in effect in such State; and".

20 (b) CONFORMING AMENDMENT. Paragraph (17) of

21 such subsection (a) of such section 3304 is amended by strik-

22 ing out "and" at the end thereof.

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

24 section shall apply to certifications of State laws for 1986

25 and subsequent years.

g 6
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1 SEC. 202. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM

2 REQUIREMENTS.

3 (a) IN GENERAL.Chapter 28 of the Internal Revenue

4 Code of 1954 (relating to the Federal Unemployment Tax

5 Act) is amended by redesignating sections 3810 and 8811 as

6 sections 8311 and 3812, respectively, and by inserting after

7 section 3309 the following new section:

8 "SEC. 3310. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM

9 REQUIREMENTS.

10 "The Secretary of Labor shall approve the individual

11 training account program of any State which he finds meets

12 the following requirements:

13 "(1) The public employment agency of such State

14 is authorized and required under the law of such State

15 to act as the agent of the Secretary of Labor with re-

16 spect to the administration of the National Individual

17 Training Account Act of 1985 to the extent required

18 by such Act and any regulation promulgated by such

19 Secretary pursuant to such Act.

20

21

22

23

24

...0

"(2) All public employment offices (or such other

agency which the Secretary of Labor has approved

under section 3304(a)(1)) in such StIto shall accept

money for deposit in an individual training account.

"(8) Partic'pation in such program shall be volun-

5 tary and open to any employee covered under the un-
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1 employment compensation laws of such State and the

2 employer of such employee.

3 "(4) An individual training account shall be estab-

4 lished under such program only if the employee for

5 whose benefit such account is' established and the em-

6 ployer of such employee each agree to contribute to

7 such account, in each calendar year during which such

8 account is maintained, a minimum of-

9 "(A) $250, or

10 "(B) an amount equal to 0.8 percent of the

11 wages paid by such employer to such employee

12 during such calendar year,

13 whichever is less, subject to the limitation contained in

14 section 910(a)(2) of the Social Security Act with re-

15 spect to accounts which have a balance of $4,000 or

16 more.

17 "(5) Any voucher for training or relocation ex-

18 penses presented to any public employment office (or

19 such other agency which the Secretary of Labor has

20 approved under section 3304(a)(1)) in such State by the

21 person who provided the service for which such ex-

22 penses were incurred shall be paid by such State sub-

23 ject to reimbursement from the State individual train-

24 ing account for such State in the Unemployment Trust

NI X Ill
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1 Fund in accordance with section 910(d)(2) of the Social

2 Security Act.

3 "(6) No application by any individual for a vouch-

4 er for training or relocation expenses shall be accepted

5 unless such individual has received individual counsel-

6 ing from any public employment office (or such other

7 agency which the Secretary of Laboi has approved

8 under section 3304(a)(1)) with respect to seeking
9 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."

13 (b) TECHNICAL AND CONFORMING AMENDMENT.

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

15 striking out "section 3310" and inserting in lieu thereof

16 "section 3311".

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

18 such chapter 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. Stale individual training account programs."

22 (d) EFFECTIVE DATE.The amendments made by this

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

24 Act.

t '9,2
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I SEC. 203. DEDUCTION ALLOWED FOR CONTRIBUTION TO INDI-

2 VIDUAL TRAINING ACCOUNT.

3 (a) IN GENERAL.Part VI of subchapter B of chapter

4 1 of the Internal Revenue Code of 1954 (relating to itemized

5 deductions for individuals and corporations) is amended by

6 adding at the end thereof the following new section:

7 "SEC. 197. CONTRIBUTIONS TO INDIVIDUAL TRAINING

8 ACCOUNT.

9 "(a) DEDUCTION ALLOWED. -

10 "(1) EMPLOYEE.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 established 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.

,po
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1 "(b) LIMITATION ON CONTRIBUTION IN EXCESS OF

2 MAXIMUM ACCOUNT BALANCE.No deduction shall be al-

3 lowed under subsection (a)(1) or subsection (a)(2) for any con-

4 tribution to an individual training account to the extent such

5 contribution would cause the balance in such account to

6 exceed $4,000.

7 "(c) SPECIAL RULES. -

8 "(1) AMOUNTS INCLUDED IN CONTRIBUTION.--

9 The amount of any contribution for which a deduction

10 is allowable under subsection (a) includes-

11 "(A) the amount credited to the individual

12 training account administration account in accord-

13 ance with section 910(b)(2) of the Social Security

14 Act, and

15 "(B) the amount credited to the individual

16 training account insurance account in accordance

17 with section 910(c)(2) of such Act,

18 with respect to such contribution.

19 "(2) DISALLOWANCE OF ANY OTHER DEDUCTION

20 FOR CONTRIBUTION TO INDIVIDUAL TRAINING AC-

21 COUNT.No deduction otherwise allowable under any

22 other provision of this title shall be allowed with re-

23 spect to contributions by an employer to an individual

24 training account.

eatx
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1 "(d) CARRYOVER OF UNUSED DEDUCTIONS FOR BM-

2 PLOYERS.If the sum of any amounts allowable as a deduc-

3 tion under subsection (a)(2) to any employer for any taxable

4 year exceeds the taxable income of such employer for such

5 taxable year (hereinafter referred to in this subsection as the

6 'unused deduction year'), such excess shall be-

7 "(1) a training account deduction carryback to

8 each of the 3 taxable years preceding such unused de-

9 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 a 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.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25 "(e) TAX TREATMENT OF DISTRIBUTIONS.

Olt X X
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1 "(1) IN GENERAL.Any amount paid or distrib-

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

3 eluded in gross income of the payee or distributee for

4 the taxable year in which the payment or distribution

5 is received to the extent that such amount represents

6 the return of contributions by such payee or distributee

7 to such account for which a deduction was allowed

8 under subsection (a), including interest accrued in such

9 account and attributable to any such contribution.

10 "(2) DISTRIBUTION USED TO PAY TRAINING OR

11 RELOCATION EXPENSE3.Paragraph (1) shall not

12 apply to any payment or distribution out of an individ-

13 ual training account to the extent such payment or dis-

14 tribution is used to pay training or relocation expenses

15 approved by the Secretary of Labor (or an authorized

16 agent of such Secretary) with respect to the employee

17 for whose benefit such account has been established.

18 "(3) EXCESS CONTRIBUTIONS RETURNED

19 BEFORE DUE DATE OF RETURN.Paragraph (1) shall

20 not apply to the distribution of any contribution paid by

21 any person in any calendar year to an individual train-

22 ing account to the extent that such contribution ex-

23 coeds the amount of the limitation contained in subsec-

24 tion (b) with respect to any contribution to such ac-

25 count if

WM X NI
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1 "(A) such distribution is received on or

2 before the day prescribed by law (including exten-

3 sions of time) for filing such person's return of

4 income for the taxable year which began in such

5 calendar year,

6 "(B) no deduction is allowed under subsec-

7 tion (a) with respect to such excess contribution,

8 and

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24 'training expenses' means

"(0) such distribution is accompanied by the

amount of net income attributable to such excess

contribution.

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

'ach employee with the proceeds of any payment or

distribution to which such paragraph (2) applies.

"(f) DEFINITION8.For purposes of this section.

"(1) TRAINING EXPENSES DEFINED.The term

OR IS III
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1 "(A) tuition and fees required for the enroll-

2 merit or attendance of an employee in an eligible

3 training program, and

4 "(B) books, supplies, or equipment required

for enrollment in such program and supplied

6 through such program.

7 "(2) ELIGIBLE TRAINING PROGRAM DEFINED.

8 The term 'eligible training program' means a training

9 program approved by the Secretary of Labor under

10 section 104(b) of the National Individual Training Ac-

11 count Act of 1985.

12 "(3) RELOCATION EXPENSES DEFINED.The

13 term 'relocation expenses' means any expense de-

14 scribed in section 217(b) which has been approved by

15 the Secretary of Labor (or an authorized agent of such

16 Secretary) under section 105(b) of the National Indi-

17 vidual Training Account Act of 1985.

18 "(4) EMPLOYER DEFINED.The term 'employer'

19 has the meaning given to such term by section

20 3306(a).

21 "(5) EMPLOYEE DEFINED.The term 'employee'

22 has the meaning given to such term by section

23 3306(i)."

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

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

itat 2i d
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1 ed by inserting after the item relating to section 196 the

2 following new item:

"Sec. 197. Contribution to individual training account."

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

4 section shall apply to contributions to individual training ac-

5 counts made after December 31, 1984, in taxable years

6 ending after such date.

7 SEC. 204. NO REDUCTION IN FEDERAL UNEMPLOYMENT TAX

8 IN CASE OF LARGE EMPLOYER WHO REFUSES

9 TO PARTICIPATE IN PROGRAM.

10 (a) IN GENERAL.Chapter 23 of the Internal Revenue

11 Code of 1954 (relating to the Federal Unemployment Tax

12 Act) is amended by inserting after section 3303 the following

13 new section:

14 "SEC. 3303A. NO REDUCTION IN TAX IN CASE OF LARGE EM-

15 PLOYER WHO REFUSFS TO PARTICIPATE IN NA-

16 TIONAL INDIVIDUAL TRAINING ACCOUNT

17 PItOGRAM.

18 "(a) IN GENERAL.In the case of any large employer

19 which refuses to enter into an agreement described in section

20 3310(4) at the request of any employee in any calendar year

21. with respect to which such employer would otherwise be'sub-

22 ject to the tax imposed under section 3301 at the rate de-

23 scribed in paragraph (2) of such subsection, such employer

24 shall be subject to such tax with respect to such calendar
;

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

,as
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1 "(b) LARGE EMPLOYER DEFINED.For purposes of

2 subsection (a), the term 'large employer' means any employer

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

4 which during the calendar year employed an average of not

5 less than 25 employees."

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

7 such chapter 23 is amended by inserting after the item relat-

8 ing to section 3303 the following new item:

"Soc. 3303A. No reduction in tax in case of largo employer who re-
fuses to participate in national individual training ac-
count program."

9 (c) EFFECTIVE DATE.The amendments made by sub-

10 sections (a) and (b) shall apply to calendar years beginning

11 after December 31, 1986.

12 (d) APPROPRIATION OR AMOUNTS ATTRIBUTABLE TO

THE OPERATION OF SECTION 3303A(a) OF SUCH CODE. -

14 For the expense of administering the Federal-State employ-

15 ment service, there is hereby appropriated to the Secretary of

16 Labor for each fiscal year ending after January 1, 1986, an

17 amount determined by the Secretary of the Treasury to be

18 equivalent to percent of the amounts received in the gen-

19 eral fund in the Treasury which are attributable to the oper-

20 ation of section 3303A(a) of the Federal Unemployment Tax

21 Act (relating to denial of reduction in tax rate in case of large

22 employer who refuses to participate in the national individual

23 training account program).

0
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99TH CONGRESS:1-1R 12191ST SE SSION

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

IN THE HOUSE OF REPRESENTATIVES

FEBRUARY 21, 1985

Mrs. JouNsoN (for hesztelf, Mr. CLING'', Ms. KAPTUR, Mr. FORD of Tennessee,
M1. RE/MUTER, Mr. .31,..., Mrs. COLLINS, Mr. CONTE, Mr. COUGHLIN, Mr.
REWIRE, Mr. EMERSON, Mr. FAUNTROY, Mr. FIELDS, Mr. FISH, Mr.
GARCIA, Mr. NORTON, Mr. LAQOMARBINO, Mr. LEACH of Iowa, Mx.
MoDans, Mrs. MARTIN of Illinois, Mr. MOKERNAN, Mr. McID.NNET, Mr.
MICHEL, Mr. MOODY, Mr. MORRISON of Washington, Mr. NIELSON of Utah,
Ms. OAICAR, Mr, Enos, Mr. Ross, Mr. ROWLAND of Connecticut, Ms.
SNOw", Mr. STOKES, 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 individual 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-

2 lives of the United States of America in Congress assembled,

38
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1 SHORT TITLE

2 SECTION 1. This Act may be cited as the "National

3 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 programs which will assist employees,

9 should they be displaced from the work force, to be trained

10 for a trade or occupation for which employment opportunities

11 exist and are likely to continue to exist in the future.

12 CONGRESSIONAL FINDINGS

13 SEC. 3. 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 economic 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;

R 1211
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1 (3) the Federal job training programs currently in

2 effect are subject to and dependent upon annual con-

3 gressional appropriation 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

& the future demands of the economy; .

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

13 workers previously employed in such operations; and

14 (5) the unemployment compensation system, cur-

15 rently in disarray due to a 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.
/1/4
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1 TITLE I AMENDMENTS TO INTERNAL REVENUE

2 COD1 OF 1954 RELATING TO EMPLOYEE

3 TRAINING

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

5 PENSES.

6 (a) CREDIT ALLOWED.Subsection (b) of section 38 of

7 the Internal Revenue Code of 1954 (relating to general busi-

8 ness credits) is amended.

9 (1) by adding at the end thereof the following new

10 paragraph:

11 "(5) the employee training credit determined

12 under section 42.",

13 (2) by striking out "plus" at the end of paragraph

14 (3), and

15 (3) by striking out the period at the end of pars-

16 graph (4) and inserting in lieu thereof ", plus".

17 (b) DETERMINATION OF AMOUNT.Subpart D of part

18 IV of subchapter A of chapter 1 of the Internal Revenue

19 Code of 1954 (relating to credits allowable against tax) is

20 amended by adding at the end thereof the following new sec-

21 tion:

22 "SEC. 42. EMPLOYEE TRAINING CREDIT.

23 "(a) AMOUNT OF EMPLOYEE TRAINING CREDIT.For

24 purposes of section 38, the amount of the employee training

25 credit determined under this section for any taxable year

GS 129
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I shall be an amount equal to 25 percent of the excess, if any,

2 of-
3 "(1) the qualified training expenses of the taxpay-

4 er for such taxable year, over

5 "(2) the base period training expenses of such tax-

6 payer.

7 "(b) QUALIFIED TRAINING EXPENSES DEFINED. For

8 purposes of this section
.

.9 "(1) IN GENERAL.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,

R 1219
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1 "(C) any cooperative education (within the

2 meaning given to such term by section 521(7) of

3 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 PERIOD TRAINING EXPENSES DEFINED.

14 For purposes of this section-

15 "(1) IN OBNERAL.The term 'base period train-

16 ing expenses' means the average of the qualified train-

17 ing expenses, for each year in the base period.

18 "(2) BASE PERIOD DEFINED.

19 "(A) IN GENBRAL.The term 'base period'

20 means 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

R 1111 11
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1 "(i) by substituting 'first taxable year'

2 for '5 taxable years' in the case of the first

3 determination year beginning after December

4 31, 1984,

5 "(ii) by substituting '2' for '5' in the

6 case of the second determination year begin-

7 ning after December 31, 1984,

8 "(iii) by substituting '3' for '5' in the

9 case of the third determination year begin-

10 ning after December 31, 1984, and

11 "(iv) by substituting '4' for '5' in the

12 case of the fourth determination year begin-

13 ning after December 31, 1984.

14 "(3) MINIMUM BASE PERIOD TRAINING,. EX-

15 PENSES. In the case of any determination year cif the

16 taxpayer for which the qualified training expenses

17 exceed 200 percent of the base period training ex-

18 penes, subsection (aX2) shall be applied by substituting

19 '50 percent of such qualified training expenses' for 'the

20 base period training expenses'.

21 "(d) SPECIAL RULES.For purposes of this section-

22 "(1) AGGREGATION OF QUALIFIED TRAINING EX-

23 PENSES.

R 1211 I

44



41

8

1 "(A)' CONTROLLED GROUP OF CORPORA-

2 TIONS.In determining the amount of the credit
....,

3 under this section

. 4 "(i) all members of the same controlled

5 group of corporations shall be treated as a

6 single taxpayer, and

7 "(ii) the credit (if any) allowable by this

8 section to each such member shall be its pro-

9 portionate share of the increase in qualified

10 training expenses giving rise to the credit.

11 "(B) COMMON CONTROL.Under regula-

12 tions prescribed by the Secretary, in determining

13 the amount of the credit under this section-

14 'Ti) all trades or businesses (whether or

15 not incorporated) which are under common

16 control shall be treated as a single taxpayer,

17 and

18 "(ii) the credit (if any) allowable by this

19 section to each such trade or business shall

... 20 be its proportionate share of the increase in

21 qualified training expenses giving rise to the

22 credit.

23 The regulations prescribed under this subpars,

24 graph shall be based on principles similar to the

SR MS II
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1 principles which apply in the case of subparagraph

2 (A).

3

4

5

6

7

8 "(B) ALLOCATION IN THE CASE OF PART-

9 NERSHIPS.In the case of partnerships, the

10 credit shall be allocated among partners under

11 regulations prescribed by the Secretary.

12 "(3) ADJUSTMENTS FOR CERTAIN ACQUISITIONS,

13 ETC.Under regulations prescribed by the Secre-

14 tary-

15

16

17

18

19

20

21

22

23

24

25

"(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.

"(A) ACQUISITIONS.-1f, after December

31, 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 a 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

BR 1219 DI 2
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1 incurred by the predecessor with respect to the

2 acquired trade or business as is attributable to the

3 portion of such trade or business or separate unit

4 acquired by the taxpayer.

5 "B) DI8POBITION8.If, after December 31,

6 1984-

7 "(i) a taxpayer disposes of the major

8 portion of any trade or business or the major

9 portion of a separate unit of a trade or busi-

10 ness in a transaction to which subparagraph

11 (A) applies, and

12 "(ii) the taxpayer furnished the acquir-

13 ing person such information as is necessary

14 for the application of subparagraph (A),

15 then, for purposes of applying this section for any

16 taxable year ending after such disposition, the

17 amount of qualified training expenses paid or in-

18 cured by the taxpayer during periods before such

19 disposition shall be decreased by so much of such

20 expenses as is attributable to the portion of such

21 trade or business or separate unit disposed of by

22 the taxpayer.

23 "(4) SHORT TAXABLE YEARS. In the case of

24 any short taxable year, qualified training expenses shall

. ".
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1 be annualized in such circumstances and under such

2 methods as the Secretary may prescribe by regulations.

3 "(5) CONTROLLED GROUP OF CORPORATIONS DE-

4 FINED.The term 'controlled group of corporations'

5 has the same meaning given to such term by section

6 1563(a), except that-

7 "(A) 'more than 50 percent' shall be substi7

8 tuted for 'at least 80 percent' each place it ap-

.9 pears in section 1563(a)(1), and

10 "(B) the determination shall be made without

11 regard to subsections (a)(4) and (e)(3)(0) of section

12 1563.

13 "(e) ADDITIONAL BENEFIT.The credit allowable

14 under this section with respect to qualified training expenses

15 of the taxpayer shall be in addition to any deduction or credit

16 allowed the taxpayer under any other provision of this chap-

17 ter with respect to such expenses."

18 (c) CLERICAL AMENDMENT.The table of sections for

19 subpart A of part IV of subchapter A of chapter 1 of such

20 Code is amended by adding at the end thereof the following

21 new item:

"See. 42. Employee training credit."

22 (d) EFFECTIVE DATE. The amendments made by this

23 section shall apply to taxable years beginning after December

fl4 31, 1984.

n 1219 U

48

.

.e.



45

12

1 SECTION 102. NO ADDITIONAL TAX ON EARLY WITHDRAWALS

2

3

FROM AN INDIVIDUAL RETIREMENT ACCOUNT

BY DISPLACED WORKERS.

4 (a) IN GENERAL.Subsection (f) of section 408 of the

5 Internal Revenue Code of 1954 (relating to additional tax on

6 certain amounts included in gross income before age 591/4) is

7 amended by inserting at the end thereof the following new

8 paragraph:

9 "(4) Paragraph (1) shall not apply to an amount

10 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

17 "(0) the payment or distribution is made in

18 the manner required under subsection (o)(4).".

19 (b) EFFECTIVE 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 any taxable year

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

2 INDIVIDUAL RETIREMENT ACCOUNTS BY DIS-

3 PLACED WORKERS.

4 (a) IN GENERAL. Such section 408 of such Code (re-

5 lating to individual retirement accounts) is amended by redes-

6 ignaiing subsection (o) as subsection (p) and by inserting after

7 subsection (n) the following new subsection:

8 "(o) DISTRIBUTIONS BEFORE AGE 591/2 FOR TRAIN-

9 ING DISPLACED WORKERS.For purposes of subsection

10 (0(4)-

11 "(1) DISPLACED WORKER DEFINED.The term

12 'displaced worker' means any individual who-

13 "(A) has at least 20 quarters of coverage

14 under 'title II of the Social Security Act on the

15 date such individual applies for certification as a

16 displaced worker under section 201(a) of the Na-

17 tional Training Incentives Act of 1985;

18 "(B) has, within the 1-year period ending on

19 such date, received counseling relating to seeking

20 employment from any public employment office of

21 any State (or such other agency as the Secretary

22 of Labor has approved under section 3304(a)(1));

23 and

24 "(0)(0 is, on such date, receiving (or is eligi-

25 ble to receive) regular compensation under the un-

26 employment compensation law of such State,

we m, r
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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 incli-

5 vidual,

6 "(ill) 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 employer will be terminated within 6 months of

10 such notice) as a result of the permanent closure

11 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 individual.

20 "(2) TRAINING EXPENSES DEFINED. --The term

21 'training expenses' means any expense for-

22 "(A) tuition or fees required for the enroll-

23 went 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

OM 1211
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1 section 203 of the National Training Incentives

2 Act of 1985, and

3 "(B) the purchase or use of any books, sup-

4 plies, or equipment which are directly related to

5 participation by the taxpayer in such training pro-

6 gram and are supplied through such program.

7 "(3) QUALIFIED AMOUNT DEFINED.The term

8 'qualified amount' means, with respect to any taxable

9 year of any displaced worker-

10 "(A) $4,000 increased by an amount equal to

11 $4,000 multiplied by the cost-of-living adjustment

12 (as defined in section 1(f)(3)) for the calendar year

13 in which the taxable year begins, minus

14 "(B) the aggregate of the amounts distribut-

15 ed in each of the 4 taxable years immediately pre-

16 ceding such taxable year from any individual re-'

17 tirement account or an individual retirement annu-

18 ity to pay any training expenses of the individual

19 for whose benefit such account or annuity was es-

20 tablished.

21 If the amount determined under subparagraph (A) is

22 not a multiple of $10, such amount shall be rounded to

23 the next nearest multiple of $10 (or if such amount is a

24 multiple of $5, such amount shall be increased to the

25 next highest multiple of $10).
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1 "(4) MANNER OF DISTRIBUTION. No payment

2 or distribution from an individual retirement account or

3 an individual retirement annuity shall qualify for the

4 exemption from additional taxation under subsection

5 (0(4) unless such payment or distribution-

6 "(A) was initiated (upon application by the

7 taxpayer for whose benefit such account' or annu-

8 ity was established) through the use of a voucher

9 issued in accordance with section 202 of the Na-

10 tional Training Incentives Act of 1985 by the

11 trustee of such account or the insurance company

12 which issued such annuity, and

13 "(B) was made by such trustee or company

14 by redeeming the voucher upon presentation by

15 the person who provided the training for which

16 the training expenses were incurred by the tax-

17 payer."

18 (b) EFFECTIVE 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.
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1 TITLE IIWITHDRAWALS FROM INDIVIDUAL

2 RETIREMENT ACCOUNTS AND ANNUITIES

3 FOR JOB TRAINING FOR DISPLACED WORK-

4 ERS

5 CERTIFICATION OF UNEMPLOYED INDIVIDUAL AS

6 DISPLACED WORKER

7 SEC. 201. (a) Any individual who becomes a displaced

8 worker may apply to the Secretary of Labor (hereinafter in

9 this title referred to as the "Secretary") through any local

10 office of the United States Employment Service or, to the

11 extent authorized by the law of any State, any public em-

12 ployment office of such State (or such other agency as the

13 Secretary has approved under section 3304(a)(1) of the Fed-

14 eral Unemployment Tax Act) for a certificate (in such form

15 as the Secretary shall by regulaenn prescribe) certifying that

16 such individual is a displaced worker.

17 (b) For purposes of this title, the term "displaced

18 worker" means any individual who-

19 (1) has, as of the date such individual applies for

20 certification as a displaced worker under subsection (a),

21 at least twenty quarters of coverage under title II of

22 the Social Security Act;

23 (2) has, within the one-year period ending on such

24 date, received counseling relating to seeking employ-

25 went from any public employment office of any State

ell 1219 I
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1 (or such other agency as the Secretary has approved

2 under section 3304(a)(1) of the Federal Unemployment

3 Tax Act); and

4 (3)(A) is, on such date, receiving (or is eligible tc

5 receive) regular compensation under the unemployment

6 compensation law of such State,

7 (B) has, on or before such date, exhausted all

8 right to receive regular compensation under the unem-

9 ployment compensation law of such State in the most

10 recent benefit year of such individual,

11 (0) has, on or before such date, become unem-

12 ployed (or has received notice from his or her employer

13 that his or her employment with :arch employer will be

14 terminated within six months of such notice) as, a result

15 of the permanent closure of the plant or facility of such

16 employer where such individual is or was employed, or

17 (D) has, as of such date, been unemployed for six

18 months or more and has limited opportunity for em-

19 ployment (for any reason, including the age of such in-

20 dividual) within a reasonable commuting distance from

21 the principal residence of such individual in the same

22 or any similar trade or occupation in which such indi-

23 vidual was employed.
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1 WITHDRAWALS FROM INDIVIDUAL RETIREMENT ACCOUNTS

2 AND ANNUITIES TO PAY TRAINING EXPENSES

3 SEC. 202. (a)(1) Any displaced worker may withdraw,

4 in the manner provided in subsection (b), an amount not to

5 exceed the qualified amount from any individual retirement

6 account or any individual retirement annuity established for

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

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

9 pation of such individual.

10 (2) For purposes of this subsection, the term "qualified

11 amount" means, with respect to any taxable year of any dis-

12 placed worker-

13 (A) $4,000 increased by the cost-of-living adjust-

14 ment (as defined in section 1(0(3) of the Internal Rove-

15 nue Code of 1954) for the calendar year in which the

16 taxable year begins, minus

17 (B) the aggregate of the amounts distributed in

18 each of the four taxable years immediately preceding

19 such taxable year from any individual retirement ac-

20 count or an individual retirement annuity to pay any

21 training expenses of the individual for whose benefit

22 such account or annuity was established.

23 If the amount determined under subparagraph (A) is not a

24 multiple of $10, such amount shall be rounded to the next

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

on 1211
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1 such amount shall be increased to the next highest multiple of

2 $10).
i.

3 (b)(1) Any withdrawal from an individual retirement ac-

4 count or individual retirement annuity for payment of training

5 expenses pursuant to this section may be made only through

6 the use of a voucher issued by the trustee of the account (or

7 the custodian in the case of a custodian treated as a trustee

8 under section 408(h) of the Internal Revenue Code of 1954)

9 or the insurance company which is a party to the annuity

10 contract relating to such individual retirement annuity.

11 (2) A voucher may be issued by a trustee or company

12 under paragraph (1) only upon presentation to such trustee or

13 company by the displaced worker for whose benefit such ac-

14 count or annuity was established of-

15 (A) a certificate issued to such worker in accord-

16 ance with section 201, and

17 (B) an invoice or statement to such trustee or

18 company from a qualified institution containing-

19 (i) evidence that such worker has enrolled in

20 an eligible training program in such institution,

21 (ii) the amount which such worker has

it 22 become obligated to pay for such training by

23 virtue of such enrollment, and

24 (iii) such other information as the Secretary

25 or such trustee or company may require.
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1 (3) Any voucher issued pursuant to this section by the

2 trustee of an individual retirement account or the insurance

3 company which is a party to an annuity contract relating to

4 an individual retirement annuity may be delivered to the die-

5 placed worker for whose benefit such account or annuity was

6 established but shall be payable only to the institution re-

7 ferred to in paragraph (2)(B). Such trustee or company shall

8 redeem the voucher upon presentment by such institution.

9 (4) In the case of any redemption by any trustee or in-

10 surance company under paragraph (3) of a voucher issued for

11 the benefit of a displaced worker for an amount in excess of

12 the amount-

13 (A) to which such displaced worker was entitled

14 under this section, or

15 (B) of the actual cost of the training expenses pro -

16 vided by the institution referred to in paragraph (2)(B)

17 to such worker,

18 such excess amount shall be repaid by such displaced worker

19 or such institution, as the case may be, to such trustee or

20 insurance company and credited to the individual retirement

21 account or the individual retirement annuity from which such

22 excess amount was distributed.

23 (c)(1) Notwithstanding any other provision of law, no

24 penalty (for early withdrawal) shill be assessed by any depos- .

25 itary institution against a displaced worker or against any

OR 1211
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1 individual retirement account or individual retirement annuity

2 established for the benefit of such worker by virtue of any

3 distribution from such account or annuity for payment of

4 training expenses of such worker in accordance with this

5 title.

6 (2) To the extent any amount paid or distributed from

7 an individual retirement account or an individual retirement

8 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.

9

10

11

12

13

14

15

16

17

18

19

20 (d)(1) For purposes of any State law relating to unem-

21 ployment compensation which is required to conform to the

22 requirements of subsection (a)(8) of section 3304 of the Fed-

23 eral Unemployment. Tax Act (relating to approval of State

24 unemployment laws), participation by a displaced worker in

25 an eligible training program at a qualified institution shall be
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1 treated as being in training with the approval of the State

2 agency within the meaning of such subsection (a)(8).

3 (2) No displaced worker who is otherwise eligible for

4 any payment in the nature of unemployment compensation

5 under any Federal law shall be denied such payment solely

6 because such worker is in training in an eligible training pro-

7 gram at a qualified institution.

8 ELIGIBLE TRAINING PROGRAMS; TRAINING EXPENSES

9 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

17 (B) recognized by the Secretary as an eligi-

18 ble training program in accordance with subsec-

19 tion (b);

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 fled institution, and

11 III! Il
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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

4 worker in such training program and are supplied

5 through such program; and

6 (3) the term "qualified institution" means

? (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);

13 (0) 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.

18 (b)(1) The Secretary shall by regulation prescribe-

19 (A) the manner in which a qualified institution

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.
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1 (2) In making any determination under this section with

2 respect to the recognition of any training program as an eligi-

3 ble training program, the Secretary shall take into account

4 any determination relating to such training program by any

5 of the following individuals or entities:

6 (A) Any determination by the Administrator of

7 Veterans' Affairs, or any State approving agency

8 (within the meaning of section 1771 of title 38, United

9 States Code), relating to any educational assistance

10 provided by the Administrator.

11 (B) Any determination by or under the direction

12 of a private industry council established under section

13 102 of the Job Training Partnership Act (29 U.S.C.

14 1512), the Governor (or other chief executive) of any

15 State, any Indian tribe, band, or group, or any Alaska

16 Native village or group (within the meaning of the

17 Alaska Native Claims Settlement Act) and any prior

18 determination of the Secretary under the Job Training

19 Partnership Act with respect to such training program.

20 (C) The Secretary of Education.

21 (D) Any State education agency.

22 (E) Any nationally recognized accrediting agenoy

23 or association which the Secretary determines to be re-

24 liable with respect to evaluating the quality of training

25 programs.
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1 (c) Notwithstanding subsection (a)(3), no institution

2 which discriminates on the basis of race, color, religion, sex,

3 national origin, age, handicap, or political affiliation or belief

4 shall be treated as a qualified institution.

5 SECRETARY OF LABOR REQUIRED TO KEEP PAPERWORK

6 AT MINIMUM NECESSARY TO ADMINISTER THIS TITLE

7 SEC. 204. The Secretary shall take such steps as may

8 be necessary to insure that the amount of paperwork and the

9 lapse of time required to certify-

10 (1) any individual as a displaced worker, or

11 (2) any training program as an eligible training

12 program,

13 shall be no more than the minimum necessary to administer

14 this title and carry out the purposes of this Act.

15 TITLE BISTATE EMPLOYMENT SERVICE

16 RESPONSIBILITIES

17 CERTIFICATION AND REFERRAL

18 SEC. 301. (a) There is authorized to be appropriated to

19 the Secretary of Labor the sum of $37,000,000 for each

20 fiscal year beginning on or after October 1, 1985, for pay-

21 ments to States in the manner described in subsection (b) to

22 reimburse States for certain administrative costs incurred

23 pursuant to this Act.

24 (b)(1) Any sum appropriated pursuant to the authoriza-

25 tion contained in subsection (a) shall be allocated by the Sec-
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1 retary of Labor, on the basis of such criteria as such Secre-

2 tary shall by regulation prescribe, among all States which

3 meet the criteria prescribed in paragraph (2) to assist each

4 such State to administer public employment offices (or such

5 other agencies which the Secretary of Labor has approved---

6 under section '3304(a)(1) of the Federal Unemployment Tax

7 Act).

8 (2) Any State shall be eligible to be included in any

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

10 ment offices (or such other agencies) in such State provide
.

11 (A) certification for displaced workers in accord-

12 ance with section 201(a); and

13 (B) labor market and training information and job

14 search services (including the counseling referred to in

15 section 201(b)(2)) to assist displaced workers to enroll

16 in an eligible training program and to obtain employ-

17 ment as quickly as possible.

18 REPORT BY SECRETARY OF LABOR ON COMPUTER JOB

19 BANK SYSTEM

20 SEC. 302. Before the end of the one -year period begin-

21 ning on the date of the enactment of this Act, the Secretary

22 of Labor shall submit to the Congress a report containing the

23 following information:

24 (1) The extent to which the nationwide computer-

25 ized job bank and matching program authorized under

Olt 123 III
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1 section 465 of the Job Training Partnership Act (29

2 U.S.O. 1755) can be expected to increase employment

3 opportunities in each State.

4 (2) The estimated cost of making such nationwide

5 computerized job bank and matching program fully

6 operational in the manner intended in such section.

7 (3) The extent to which the development of such

8 nationwide computerized job bank and matching pro-

9 gram will require changes in the existing employment

10 service operations in each State.

11 (4) The feasibility of using nonprofit privately up-

12 erated job-referral services for the referral of individ-.

13 uals to jobs in low-wage industries where little or no

14 skill is a prerequisite for employment rather than using

15 State employment service offices or such nationwide

16 computerized job bank and matching program for such

17 referrals in areas where such services are available.

18 TITLE IVHISOELLANEerg PROVISIONS

19 PRIVATE INDUSTRY COUNCILS AUTHORIZED TO PROVIDE

20 INFORMATION

21 SEC. 401. Section 103 of the Job Training Partnership

A 22 Act (29 U.S.O. 1513) (relating to functions of private indus-

23 try council) is amended by redesignating subsection (f) as sub-

24 section (g) and by inserting after subsection (e) the following

25 new subsection:

;.B.5
51-114 O -85 -$



62

29

1 "(f)(1) The private industry council shall take such steps

2 as may be necessary to make available throughout the serv-

3 ice delivery area information concerning training programs in

4 such service delivery area which have been recognized by the

5 Secretary of Labor as eligible training programs under the

6 National Training Incentives Act of 1985.

7 "(2) No cost incurred by a private industry council to

8 carry out paragraph (1) shall be taken into account for any

9 purpose under section 108.".

10 SPECIAL PROVISION FOR DISLOCATED WORKERS WITH

11 RESPECT TO PELL GRANTS

12 SEC. 402. Notwithstanding section 482 of the Higher

13 Education Act of 1965 or any other provision of law, the

14 determination of the amount of the expected family contribu-

15 tion (within the meaning given to such term by subsection

16 (b)(1) of such section 482) to a student for the purpose of

17 determining the amount of a basic grant to such student

18 under section 411(a) of such Act shall be made without in-

19 eluding in the effective family income (within the meaning

20 given to such term by subsection (b)(3) of such section 482)-

21 (1) the amount of any unemployment compensa-

22 tion received by such student; or

23 (2) the amount of any distribution from an individ-

24 ual retirement account established for the benefit of

25 such student to the extent such amount was used to
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1 pay training expenses (within the meaning given to

2 such term by section 203) of such student,

3 if such student is certified to be a displaced worker in accord-

. 4 ance with section 201.

0
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Mr. MARTINEZ. This meeting will come to order.
This hearing of the Employment Opportunities Subcommittee 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 Gunderson.

Due to the high rate of plant shutdowns which occur, an average
of over one million workers are displaced annually. recent
Bureau of Labor Statistics study reveals that over five million
workers, with at least 3 years' attachment to their jobs, were dislo-
cated between 1579 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 salaries, 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 to 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. MmrrINEz. If there is no objection, it is so ordered.
[The opening statement of Hon. Steve Gunderson follows:]

OPZNING STATSUINT or HON. STEYR GUNDRROON. A REPRISINTATIVR IN CONGRESS
FROM TIER STATE OF WISCONSIN

I am pleased to be here this morning, Mr. Chairman, to join with you and ether
Members of the Subcommittee on Employment Opportunities as we continue to ad-
dress the problems of the dislocated worker. I commend you once again for your ef-
forts on behalf of our Nation's workers, as demonstrated by the calling of today's
hearing.

Since the peak of the recent recession in late 1982, Members of Congress have
been active in trying to develop proposals to adequately assist dislocated workers
obtain retraining, job search and relocation assistance. Under current law, title III
of the Job Training Partnership Act (JTPA), the Dislocated Worker Program, pro.
vides funding for these services to dislocated workers through grants made to the
States. While this program 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.

gramsthatmechan
would address the plight of the displaced worker through varied innova-

ve isms.
Due to shifts in the labor market over recent years, such as changes in technology

and import competition, many workers with to term attachments to dwindling in-
dustries are fording themselves without jobs or threatened with the potential loss of
employment. In order to avoid either permanent unemployment or drastically re-
duced wages, these workers, in many cases, must acquire new skills in growth occu-
pations. The two bill we consider in today's hearing, H.R. 26 and H.R. 1219 would
providetraineworkers with a pool of funds from which they could draw upon to financesuch r.
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In a study completed in November of 1984, the Bureau of Labor Statistics (BSL)
found that 5.1 million workers with at least 3 years of attachment to their previous
jobs had been dislocated between January of 1979 and January of 1984. of thew 25
percent were still looking for work at the and of the 5-year period and about 15 per-
cent had dropped out of the labor force completely. Only 39 percent of those reem-
ployed were earning the same amount or more than they had been before their ini-
tial job loss.

H.R. 26, the "National Individual Training Account Act", sponsored by Rep. Rich-.
ard Durbin and H.R. 1219, the "National Training Incentive Act", sponsored by
Rep. Nancy Johnson are proposals that are intended to address the needs of the dis-
located worker. Both bills would allow workers, while emplo, to build a source of
funds which could be used in the event that they are one day

pd
displaced from their

jobs. 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 loos in the future. Both are innovative approaches to solving the problems of
costly, but necessary retraining.

I commend Representatives Durbin and Johnson for the introduction of these two
initiatives. While there many are questions yet to be answered, particularly with
regard actual worker and employer participation in programs such as Individual
Training Accounts and Individual Retirement Accounts, as well cis the ever present
question of program costa, I feel that we are on the right track. Through develop-
ment of creative legislative initiatives as seen in H.R. 26 and H.R. 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,
I.:ember 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.

STATEMENT OF HON. SHERWOOD L. BOEHLERT, 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 CONNECTICUT; AND HON. MARCY KAPTUR, A
U.S. REPRESENTATIVE FROM THE STATE OF OHIO, A PANEL
Mr. BOEHLERT. Thank you very much, Mr. Chairman.
I am pleased to be here this morning because this hearing should

focui 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 through
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 survey that tracked five million dis-
placed workers who lost their jobs between 1979 and 1984 found
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that 26 percentmore than one quarterwere 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 up with even more dishearten-
ing results. Peter Drucker estimates that the continuing shift from
a manufactunng economy to a service economy could dinplace as
many as 10 million workers over the next 2 decades.

Of 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
represent 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-
petition. As a result., the workforce at Smith-Corona, which is the
last surviving Amrncan manufacturer of portable, typewriters, has
shrunk from more than 5,000 employees in 1975 to only about 800
today. As a consequence, 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 wooden 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 thesegple is utterly inadequate.

As the Business- her Education Forum pointed 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 sharp contrast to many foreign
countries, the United States devotes 75 percent of its unemploy-
ment aid to income support and only 25 percent of those funds to
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 proam.

If we don't do FLO mething 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.

The 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. .

I am going 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 employers 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 depend on having one job
throughout their working -years. These bills provide incentives to
recognize that and to plan for it.

We all have a stake 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 serious deficit crisis.

Failure to adjust to the post-industrial economy will exact a very,
very high price.

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

Mr. MARTnizz. Congressman Durbin.
Mr. Duzsm. Thank you, Mr. Chairman.
First let me commend the subcommittee for meet'ng today. Tel.-

leyrand once said; In time of peace, prepare for war. If we were in
the depths of a recession today, I am sure that this subject matter
would be the focus on national attention. Everyone would be trying
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

ithis 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
important package together.

Let 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-
fully in the past.

The 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-
ployer. Unlike the Social Security system, an employee in the
United 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 lime to time, and tlu.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 agree 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.
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Study after study shows that a dislocated worker who will go
through a training program will generally end up with a job
making as much or more than the one that they lost. And I think
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 offlet's assume we are dealing with a
worker who is successful through 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-
ing lifetime and can be used as a retirement nest egg.

Employers 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.I. bill. In meeting
after meeting in my district, I asked the people assembled; how
many in that room took advantage of-the G.I. bill after World War
II, either with themselves persmally 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 G.I. bill? We got. a United States
economy that was working 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
retraining 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 upgrading
our workforce. In 1985 we are spending $4 billion to $5 billion. If
we were to spend 1 percent of our gross national product today, we
would have to spend $30 billion. In fact, we are committing one-
sixth to one-seventh the amount of money to upgrading and train-
ing our workforce as we did in 1949 under the G.I. bill. Is it any
wonder that we are falling short of the mark in placing dislocated
workers?

This program, also, I think, is realistic because it does not create
a new Government agency, some megabuck agency that is going to
administer the program 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 separate 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 many
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 skilb. The ITAand I would suggest per-
haps even Congr oman Johnson's billwill 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 my colleagues have an opportunity to make their
statements as well.

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

PREPARED STATEMENT OF RICHARD J. DURBIN, A REPRESENTATIVE IN CONGRESS PROM
THE STATE OF ILLINOIS

I would like to thank the Subcommittee for the opportunity to testify this morn-
ing on the individual training account legislation I have prepared with the assist-
ance of the Northeast - Midwest Congressional Coalition and introduced with my col-
league, Sherry Boehlert. I am pleased that the Subcommittee is focusing its atten-
tion on a critical aspect of our unemployment problemthe 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

needs of the labor market.
In *vi ual 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 $260, whichever is lees, 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 contnbution plus interest when they retwe, as with
an IRA. Employers are also refunded their contribution, along with accumulated in-
terest, if workers never use their ITAs for retraining.

This legislation offers a flexible approach to the retraining of displaced workers.
Its greatest strength is that it is based on a combination of personal initiative, limit-
ed government involvement, and the individual choice that is incorporated in the
timetested GI Bill approach. 0

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 they Wished to par-
ticipate in. The ITA system 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-
trnurg at the institution of his or her choice.

This A syatenf based on individual choice will introduce competition into-111e
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 comes to training programs.

It is worth comparing the current level of federal spending on retraining of our
workforce relative to what we spent' n the GI bill in the post World War II years.
The GI bill is widely acknowledged as having contributed substantially to the boom
in our economic productivity in the 1950s and 1960s. In 1949, the peaky of the
GI bill, we spent $2.7 billion, or one percent of our GNP, on the upgrading 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 $34 billion.

Limited government involvement: The government's role under an ITA system
would be more restricted than under previous retraining p . The federal gov-
eminent would certify training p through accredited institutions, hold ITA
funds in a separate trust fini and grant tax deductions for employer and worker
contributions.

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

Personal initiative: Our 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 proposal also provides workers
with some direction. Workers are required to receive job counselling from upgraded
state employment service before using their ITAs. This provision will not guarantee
them a job, but it will help them make a far more informed choice about the re-
training they should seek.

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

Without ITAs, our economy will continue to bear the coats 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 be an important tool to help today's
workers prepare for tomorrow's jobs.

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

Mr. MARTINEZ. Thank you, Congressman Durbin.
Congresswoman Johnson.
Mrs. JOHNSON. Thank you very much, Mr. Chairman.
I am pleased to be a part 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.
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This issue is not just a matter of whethsr or not people can find
jobs 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 are
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 stimulus 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, is 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.

Mr. MARTIN Z. His statement will be entered into the record,
though.

Mrs. JOHNSON. Thank you, Mr. Chairman. I appreciate that.
[Prepared statement of Hon. William Clinger follows:]
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PREPARED STATEMENT OF HON. WILLIAM F. CLINGER, JR., A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. Chairman, I would like to thank you for permitting me to testify

today. I know you and the committee share my belief that worker retraining

is one of the most critical issues facing our nation, and I commend you for

your decision to hold this important hearing.

I would also like to compliment my colleagues Shelly Boehlert, Dick

Durbin, Ham Kaptur, and my House Wednesday Group colleague Nancy Johnson,

for their important work and leadership on this issue.

Mr. Chairman, last year, the House Banking Committee's Subcommittee

on Economic Stabilization held a hearing on worker retraining which was

chaired by our colleague, tht Gentlelady from Ohio, Ns. Oakar. I highly

recommend that you and other ambers 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 investigation.

Briefly, I want to inform you about the history of H.R. 1219, the

National 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.

Initially, this proposal was developed through a 1983 Special Report

authored by Dr. Pat Choate of TRW, Inc. and released by the House Wednesday

Group, which I corently chair. In publishing this report, the 21 Wednes-

day Group members who sponsored its findings and recommendations, hoped to

bring renewed attention to the ccntribution of our work force to U.S. coat-
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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 economy the envy of all industrialized nations.

At the same time, Hr. 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 individuals that understand the

inevitability of these changes and adapt policies that allow for timely and

flexible responses to the uncertainties of change, will be those nations.

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

It is in recognition of this basic need to make a virtue out of change,

rather than to forestall or fear it, that 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

dramatic 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 businesspeople, workers, or consumers.

Turning to the issue of the significance of retraining, I would like

to bring to the Committee's attention several important findings contained

in the study by Dr. Perelman which I quoted from earlier.

o The economic data indicate that the contribution of education and
training to total productivity growth has increased from about one-
fifth just after World Mar II to about 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 the jobs in Cali-
fornia will be substantially changed by techdology 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 comprised of

people who are already adults today. The crisis that really is put-

ting our nation at risk mainly 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 human capital development. According to Dr. Pat Choate,

Director of Policy Analysis at TRW, Inc., in 1982, for example, tax incentives

for worker retraining in the amount of $620 million were a mere fraction of

the tax incentives for business investment which totalled roughly $45 billion.

As a result, business invested an average of only $300 per worker for

training in 1982, but more than $3,600 per worker for new plant'and equipment

purchases.

Mr. Chairman, I believe it is time to give equal 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 is a tax credit to businesses for investments

in worker retraining. The training credit would be similar to the existing

R&D tax credit, and would permit businesses to deduct from their tax liability

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 still be used with the tax credit, but which fails by itself to provide

sufficient incentive for business to invest in worker retraining.

Moreover, this approach would not reward current retraining, but would

reward 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 provisions. The five-year provision is significant because, un-

like the R&D 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 reduie 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 employers when workers trained by a company take their

skills to another firm. This should particularly help small businesses.

Mr. Chairman, this approach -- which was recently supported ty the

President's Committee on the Next Agenda, made up of think tank representatives

ranging from the liberal Drookings,Institution 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 approach is c. listent with recent proposals for tax re-

form. As the Committee knows, the President's plan continues investment

incentives for research and development, and for plant and equipment, but

fails 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 Committee 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 billion in additional

private sector 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 years.

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 million households, many of which are supported by

individuals with annual incomes under $30,000.

This provision, while not a panacea for the problems of our unemployed

or underemployed workforce, does provide an additional financing option for

those seeking retraining. Moreover, since we limit tax-free and penalty-free

withdrawal to $4,000 over a five-year period, it is not likely 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-

4,
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free withdrawals from IRAs are already allowed under certain specific

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

riate precedent.

One final point about the IRA, Mr. Chairman. A number of studies

indicate that future displacement is likely to occur not so much in basic

manufacturing, which has already been hard hit, but in services industries.

Displacement is also likely to occur to people in middle management. It is

these people who have already established IRAs or contemplate establishing

them, and it is these people who would be best able to invest these funds

in their future through retraining.

A third and very significant provisibn in our bill provides that the

participation of displaced workers in an eligible training program will not

disqualify these workers from unemployment compensation to which they are

otherwise entitled.

As the Committee knows, despite 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

incentives 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 mandates that people wait until

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 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 other federal policies designed to serve the needs of different

segments of our society do not address.

What are the significant merits of H.R. 1219? 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 its 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 tcc

incentives.

Finally. Mr. Chairman, I would like 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 labor shortage within the next 25 years. As the Commerce Depart -

ment points not, "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."

Mr. Chairman, it is imperative for Congress to act on this matter

in the near future. Let's not allow the United States to be left behind

while other nations improve their competitive advantage. We must insure

that the American economic engine which drives global development stays

in tune.

I strongly believe that H.R. 1219 provides the necessary incentives

for employees and employers to meet our nation's retraining needs. While

it does not answer all the problems faced in our labor markets, it is cer-

tainly an important 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 policy toward this vital issue. Thank you Mr. Chairman.
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Tim NATIONAL JOB BANX SYSTEM

ABSTRACT

Congress has long called for the establishsent of a nationwide computer-

ised job bank and matching system designed to improve the functioning of the

labor marks'. Although the U.S. Employment and Training Administration has

developed several versions of such a systole, none appear to have fully set

the legislative intent. This report describes the *volution of the nations/

job bank system and examines the feasibilit; and writs of creating the kind

of systea originally envisioned by Congress.
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THE NATIONAL JOB DAM SYSTEM

INTRODUCTION

For nearly 20 years, Contras* has expressed ongoing interest in the davel-

°pent of a nationwide, computerised job bank and matching system. Beginning

with the 1968 amendments to the !Wpm! Development and Training Act, through

the Coeprehenalva Employment and Training Act of 1973 (as *sandal) and its

successor, the Job Training Partnership Act of 1902, the Secretary of Labor has

been authorized to develop and maintain a means of identifying available workers

and job openings, matching the workers to the requirements of the jobs, and

referring those qualified to the appropriate eaployers. The legislation speci-

fies that the job bank and matching prugraa should operate within and across

geographic boundaries and requires that u.:4 of electronic data processing and

telecominnications systems should be maximised, to the extent possible, for

this purpose.

The intent of the national job bank concept is to improve the functioning

of the labor market by more fully informing jobeeekers of existing vacancies

for which the jobsaekar might be qualified. The use of electronic data process-

ing and telecommunication equipment to speed the dissemination of employment

information throughout the United States is designed to minimise the duration

and maximise the scope of job search. The hoped for result is less unsmploy-

85.
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sent, both in terms of shorter periods of unesploysent and fever people

unemployed.

Over the years, the Employment and Training Adsinistration (STA) of the U.S.

Department of Labor has produced sore than one version of the national job bank

concept. None appoar to have fully set the statutory language described above,

although each version has tried to improve upon its predecessor.

This report examines the evolution of the nations' job bank. It describes

the system as it exists today and proposed legislation related to job banks.

The feasibility and merits of achUreins the statutory language are addressed, as

well.

THE EVOLUTION OP THE NATIONAL 301 DANK

The term job bank has come to mean the listing and dascription of job open -

JAI. submitted by employers to local Employment Service (IS) offices. Informa-

tion in the national, State, and= local job banks is used by ES counselors to

refer qualified applicants to esployers.

1. Past Experience

Free about the 1940a through aid-1970s, a very primitive interstate job

bank existed. IS personnel would select job orders that they had been unable

to fill locally and send them to their State's clearance coordinator. The

coordinator, in turn, would sake paper copies of these hard-to-fill job openings

and send they to each of the-other State coordinators. The clearance coordina-

tor in each State Would then dissesdnate copies of the other States' individual

listings to their local ES offices. If job applicants indicated a willingness

to relocate to pit a job, the employeent counselor could hunt through the 49

paper linings of out-of-State job openings to determine if the applicants'
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characteristics met any of the jobs' requirements. This process proved to on

extremely cusbarsose and one that never really worked well. 1/

The establishment of an automated nationwide system to Improve worker-job

matching had to await. the computerisation, of State and local job banks. In

May 1968, the Nation's first computerised job bank began operating in laltimore,

Maryland. 2/ Today, coaputerivad job banks exist in nearly every State,

although the extent of computer capabilities varies.

With tha automated State and local job banks in place, the ETA initiated

the Interstate Clearance System in 1979. 3/ The Interstate Processing Service

of the New Tork State Department of Labor in Albany, New Tork, along with the

State and local job banks, toned the Interstate Clearance System. State and

local ES offices selected job orders that they had been unable to fill and,

once a week, sailed copies of the openings to Albany. The centralized opera-

tion in Albany consolidated the information, put it on microfiche cards, and

sent it weekly to all State and local offices. Total turnaround time was

about 10 days.

Thaler this system, ES counselors were able to consult one listing, rather

than separate listings f-oe each State, to see if out -of -State jobs were avail-

able for their interested applicants. In addition, the Interstate Processing

Service also would computer -catch applicant informatiol aent to it by ES offi-

1/ lased upon discussion with ETA personnel.

2/ Ibid.,

3/ U.S. Congress. Souse. Committee on Science and Technology, Subcommit-
tee on Investigations and Oversight. Job forecasting. Bearings, 98th Cong-
ress, 1st session. April 6-7, 1983. p. 292-293.
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cos with the requirements of jobs listed in the interstate system. 4/ The IS

officer then would receive a computer output of the applicantjob matches.

The Interstate Clearance System Lad several problems. 5/ First, the

procedure still imposed a heavy paperwork burden on local offices. Second,

some ES personnel preferred to hold onto job vacancies in the hope of eventu-.

ally filling them with unemployed workers from their local area. Roth these

factors contributed to a third problem, namely, lack of participation in the

system: only about 1,500 vacancies were advertised annually. Fourth, all

ES offices were not equipped with machines to read the microfiche. And fifth,

jobs were often filled by the time the interstate inforaation reached local

employment counselors.

2. Current Status

In response to these problems, the ETA began to explore ways to improve

the system in November 1982. Effective June 1983, the Interstate Clearance.,

System was replaced by the National Job Bank Systea. 6/ It is composed of the

Interstate Job Bank in Albany (formerly called the Interstate Processing Serv-

ice) and the State and local job banks. The new system was tested for one

year before being officially announced as operative by the Secretary of Labor

in July 1984.

The revised system differs from and is intended to overcome some of the

problems of its predecessor. Two innovations are designed to increase use of

4/ Based upon discussion with ETA personnel.

5/ Bureau of National Affairs. DOL to Revamp Interstate Transfer of Job
Cxders. Employment and Training Reporter. March 2, 1983. p. 730-731.

6/ Bureau of National Affairs. Interstate Job Bank Changes Made. Employ
ment and Training Reporter. June 8, 1983. p. 1327.

88.6



85

the agates by State and local ZS offices. The ETA has suggested that the

offices use automated criteria to extract from all listed job orders those that

should go into the interstate system. 7/
Sy programming State and local job

bank computers to select those job orders that remain unfilled after a certain

nusber of days, or that ars in particular occupations or above specified

salary level, the reluctance of some 13 personnel to put jobs into the system

can be overcome. As a consequence, .ors jobs than in the past should now appear

In the system. Moreover, automated attraction of job orders reduces the paper-

work involved in placing a job in the interstate system and could thus further

encourage participation. /u addition, hard- to-fill job urders,can now be

transmitted between ES offices and Albany on computer tapes or through tele-

communication with coeputers, as well as on microfiche cards. As these alterna-

tive methods of information dissemination also lessen the paperwork burden,

use of the interstate system could well be spurred.

At present, 11 States are using automated criteria to select job orders

for submission to the interstate system. g Thee. States are Connecticut,

Florida, Idaho, Louisan*, Michigan, Minnesota, Nevada, New York, Scutt Dakota,

Texas, and Virginia.

Not all States are either able or willing to switch from microfiche cards

to computer tape or online telecommunication transmission of
job orders to Albany

because of differing computer capabilities. Today, 40 States *re using compu-

ter tapes to submit job orders to the Interstate Job Sank. ly In S States

7/ lased upon discussion with ETA personnel.

6/ Ibid.

21 Ibid.
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(Missouri, Nevada, Ohio, South Carolina, and Utah), job orders are being sent

froe their computers to Albany over telecommunications linkages. Another 7

States (Arizona, California, Indiana, Montana, Pennsylvania, Tennessee, and

Waning) are transmitting paper copies of job orders to Albany.

All States continue to receive microfiche cards back from the Interstate

Job Sankt 1 in their local ES offices. If Albany sent the interstate infor-

mation to L... Atates on computer tape and they stored it in their computers, the

Cost would be prohibitive according to some States. 10/

The new Interstate Job Bank no longer will computer -catch applicants' job

characteristics to vacancies listed in Albany's computer. The ETA has deter-

mined that the worker-job etching performed in Albany under the 1979-1982 system

duplicated services provided at thu State and local level. 11/ Applicant-job

*etching now is the sole responsibility of State and local IS offices, regard-

less of whether the match is made with jobs inside or outside the State. The

Interstate Job lank will continue to monitor referrals and placements. 12/

During 1984, there ware about 25,800 new, unduplicated job orders and

44,700 job openings in the Interstate Job Sank. 13/ The largest share were pro-

fessional positions (41 percent). The median salary of listed jobs was about

$22,000. (See Appendix for a 'maple of jobs listed in the interstate system.)

9/ Ibid.

10/ Nortisugn, Kan. Nationwide Job lank Short on Depositors. Washington

Post'. July 20, 1984. p. A19.

11/ Based upon discussion with ETA personnel.

12/ Bureau of National Affairs. 'STA' Ixplains Interstate Job Sank Role.
Employment and Training Reporter. May 16, 1984. p. 934.

13/ Based upon discussion with STA personnel.
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RECENT LICISIATIVE PROPOSALS

Two bills related to job banks that were introduced in the 98th Congress

have been reintroduced in the 99th Congress. The Community Renewal Employment

Act (Rat. 1036, 98th Congress, 1st session; H.R. 670, 99th Congress, 1st session)

proposed by Representative AnAustus lawkins addresses the State job bank system

in motion 402. the bill would appropriate $50 million for FT86 and for each

of the three succeedieg years for the development and implementation of job banks

in every State. Electronic data processing and telecommunication systems

would be used Sy the job banks to identify and continually
update job openings

as well as to refer applicants to openings, among other things. The bill states

that the computerized job banks should be cospatible with other autoaated

systess already in use.

The National Training Incentives Act (H.R. 515g, 98th Congress, 2nd ses-

sion; H.R. 1219, 99th Congress, 1st session) proposed by Representative Nancy

Johnson addresses the national job bank system in sect,'c 302. The bill would

require the Secretary of Labor to submit a report to Congress within one year

of enactment on such Issues as the cost of fully implementing a nationwide

computerized job bank and matching system as intended most recently under

section 465 of the Job Training Partnership Act, and the extent to which such

a program woad require changes in existing State ES operations.

FEASIBILITY AND.NEBITS

Technologically, a nationwide computerized job bank and switching system

Is feasible. 14/ Over the years, however, each State largely has developed

14/ U.S. Congress. Job Forecasting. p. 162, 163, and 267.
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and isplesented its job bank system independently of the others. As a come.

queues, not all statewide job banks are automated; those that are automated

are so to varying degrees; and the separate system are not always compatible.

The ETA is faced, with trying to take these diverse elements and integrate them.

Given this starting point, it is possible that such of what already is in

place may have to be discarded in order to build the unified system envisioned

by Congress. 15/ In addition, bringing these fragmented pieces together could

well be less technologically straightforward and wore expensive tban if an

integrated system were being developed from scratch.

A more fundamental issue is whether the national job bank would improve

the functioning of the labor market, given current employer and worker use of

the ES. Most job orders submitted to ES offices by employers require fairly

low skill levels and pay fairly low wages. They usually can be easily filled

by workers from the local labor sarket. In addition, they are not the kind of

jobs for which people would be willing to .alocate. On the other side of the

coin, most jobseeksrs who go to ES offices looking for employment are unskilled

or semiskilled workers. 16/ If told of jobs for which they were qualified that

required them to move outside their communities, they probably would not do so

for a job paying the $4 - $8 hourly rate that their skill level might command.

Therefore, since State and local job banks largely contain jobs that can be

filled locally and since most ES cliente are unlikely to be willing to move to

obtain a job, the usefulness of an interstate job bank that contains all jobs

15/ Ibid. p. 294.

16/ Ibid. p. 162 and 163.
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in State and local job banks and that permits matching of all ES clients'

characteristics with these jobs would be Milted.

A more practical system, given currenu employer and worker use of the ES,

is to select from State and local job banks only those vacancies for which

workers sight be willing to relocate.
Typical characteristics of such jobs

might be the requirement of specialir,i education, training, or experience

(e.g., skilled white-collar and blue-collar jobs) and relatively high salary

levels.

Under the latest version of the interstate system, the ETA is encour-

aging the ES to extract this type of job from their State and local job banks.

Although the number of vacancies in the new system is much higher than in the

previous system, the jobs that are listed still account for fairly few skilled

white -c.slar and blue-collar job openings. Moreover, fairly few skilled whits -

and blue-collar workers look to the ES u a source of job information. Conse-

quently, the costs of developing and implemInting a nationwide computerised

job bank and matching system as originally envisioned by Congress may exceed

the benefits derived from serving such:a small share of all U.S. employers,

jobs, and workers.

If more employers would list more "high level" jobs and if more "high

level" workers would use the ES, then a national automated job bank and match-

ing system eight be worthwhile. The basic prerequisite that would merit such

a system is getting employers to advertise their full range of vacancies with

the ES. 17/ Then, (..-.te Nrkers became aware that large numbers of "good" job

openings for which they might be willing to relocate were being listed in job
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banks, it is very likely that they would increasingly turn to the ES as a

source of employment information. Thus, the quantity of high quality jobs

listed in the State and local job banks underlies the merit of the nationwide

job bank concept. And this is something that is controlled largely by private

employers, not by the ETA.

els
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AN EXP1ANATICN OF THE
THE NATIONAL TRAINING INCENTIVES ACT OF 1985

hindamental 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 occupation or financially incapable of acquiring new skills.
Moreover, employers and workers alike were poorly served by the Employment
Service and by the nationwide system of unemployment benefits provided as

inothe 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 coamunity-based organizations
to assist low-skilled individuals in finding work.

Title I :of 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 ever the preceding five-year period. This
provision is modeled after the existing 25% R&D 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 employer 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
designated 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 RLD credit.

Title II of the bill is designed to assist structurally unemployed workers
by allowing then to use for retraining funds invested in Individual Retirement
Accounts (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.

My individual who is unemployed, has obtained job counseling within the
last year, and meets certain basic requirements under the unemployment oam-
pensation law may make withdrawals from IRAs 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 office before withdrawals can be made; the employment office
then certifies in writing that an individual is eligible to make such withdrawals,
using criteria established under existing unemploymert oa/pensation law.
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The certificate of eligibility, along with an invoice or other evidence
of enrollment from a 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. The 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 programs that individuals may pursue under this legislation are
in general any programs offered by a qualified institution (an institution
of higher education, a postsecondary vocational institution, a proprietary
institution of higher education, and those institutions meeting criteria
established by the Secretary of Labor) which prepares participants for gainful
employment. The statutory definitions of "training program" and "qualified
institution" track those in existing law, and anti-discrimination provisions
are applied to all qualified institutions and eligible training programs.

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

Title ITT 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 uost, 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 /II 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. Employment Service.

Title TV amends the Job Training Partnership Act to instruct Private
Industry Councils (PIGS) to make available throughout service delivery areas
information regarding training programs. Title TV also provides that, for the
purposes of determining 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 compensation shall not be included as family income.
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Congrrort of tbr airily;
J0.1 COM.TIII ON 70A110

1015 tONOWORTM MOUSE MIKE IIIMINNG

Washington, ;B,C. 20515

FEB 19 1985

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

Dear Mrs. Johnson:

This is in response to your request fc., a revenue
estimate for your proposal to (1) suspend interest 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
credit 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 January 1, 1985, we
estimate that the proposals would have the following effect

on Federal budget receipts.

Fiscal Year
1985 1966 1967 1988 1989 1990

(Billions of Dollars)

-0.1 -0.7 -0.9 -0.6 -0.5 -0.4

If we can be of further assistance please contact us.

nhere y

David H. Brockway

1 0 0

'' "



$1.00 - 15,000

/16,000 - 50,000

$50,000 - more

$1.00 - 15,000

$15,000 - 25,00C

$25,000 - 50,000

$50,000 - more

$30,000 and below

$30,000 and up

$25,000 and below

$25,000 - 50,000

$50,000 - more

97

INDIVIDUAL RETIREKENT ACCOUNTS

19A3 Returns

1,480,532

9,094,847

3,119,295

TOTAL 13,694,674

TOTAL

1,480,532

2,543,478

6,551,369

13119,295

5,575,720

8,118,954
TOTAL 13,694,674

4,024,010

6,551,369

3,119,295
TOTAL 13,694,674

Source: Statistics of Income Bulletin: Department of the Treasury, Internal

Revenue Service, Vol. 4, No. 3, Winter 1984-1985, P. 28.
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DIGEST OF DRAFT LEGISLATION TO BE PROPOSED BY
REPRESENTATIVE NANCY L. JOHNSON OF CONNECTICUT, TO PROVIDE INCENTIVES FOR

WORKER TRAINING THROUGH BOTH EMPLOYER AND INDIVIDUAL INITIATIVE AND TO REQUIRE
TEE SECRETARY Or LABOR TO STUDY THE FEASIBILITY AND COST OF A NATIONAL JOB SANK

The following is a 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 study the feasibility and cost of a National Job Bank."

National Training Incentives Act of 1985 Declares that it is the policy

and responsibility of the Federal Government to encourage cooperation between

employers and employees to prorate training programs which will assist employees,

should they be displaced from the work force, in training for a trade or occupation

for which present and future employment opportunities exist.

Enumerates congressional findings with respect to the inadequacies of

existing employment and training programs, the importance of such programs to

the national security and economy, the current funding of such programs, the

impact of foreign trade competition on the U.S. economy and job market, and the

inadequacies of the unemployment compensation system.

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

Employee Training Amends the Internal Revenue Code to establish an employee

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 a taxable year. (The Internal Revenue Code
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provisions for such general business income tax credit permit three-year

carrybacks and 15-year carryforwards of unused credits, with specified

limitations.)

Makes such employee training credit for any taxable year equal to 25 percent

of the excess, if any, of: (1) the qualified training expenses of the taxpayer

for such taxable year, over (2) the base period training expenses of such

taxpayer. Defines "qualified training expenses" as the aggregate amount of

expenses paid or incurred by the tai oayer during the taxable year in connection

with the training of employees under approved training program'. Defines "base

period training expenses" as the average of the qualified training expenses

for each year in the base period. Defines "base period" as the five taxable

years of the taxpayer immediately preceding the taxable year for which the

determination is being made ("the determination year"). Sets forth transitional

rules for the first four determination years beginning after December 31, 1984.

Sets minimum base period training expenses by providing that, in the case

of any determination year of the taxpayer for which the qualified training expenses

exceed 200 percent of the base period training expenses, "50 percent of such

qualified training expenses' shall be substituted for "the base period

training expenses" in the formula to determine the amount of the credit.
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Defines "approved training programs." far purposes of such employee

training credit, to include: (1) any apprvnticeship program registered or

approved by federal or State agencies; (2) any employer-designed or

employer-sponsored training program which meets certain requirements

prescribed by the Secretary of Labor (Secretary); (3) any cooperative

education; (4) any training program designated by the Secretary tbial: is

carried out under the supervision of an institution of higher education; or

(5) any other training program approved by the Secretary.

Sets forth special tax rule, for the aggregation of qualified training

expenses, allocations of such credits, and adjustments to such employee

training credit amount for acquisitions and dispositions of trade or business.

Specifies that the employee training credit shall be in addition to any

other deduction or credit allowed for the sane expensse under the federal tam

law.

Amends the Internal Revenue Code to exampt free any penalty tax early

withdrawal from an individual retirement account or annuity (IRA) of a

displaced worker if such withdrawals are ride to pay training expenses,

do not exceed the allowable amount, and are made in accordance with the

revareeents of this Act. Incorporates provisions of title II of this Act

relating to the definition of displaced workers, training expenses, and allow-

able IRA distributions within the Internal Revenue Code provisions relating to

individual retirement accounts and annuities.

104



101

Title II: iithdravals from Individual letiresent Accounts and Annuities

for Job Training for Displaced Workers - Rntitles a displaced worker to apply

to the Secretary of Labor (Secretary) for certification of such individual's

status as a displace, worker.

Defines "displaced worker" as any individual, as of the time of appli-

cation for a certificate, who has at least 20 quarters of coverage under

title II (Old Age, Survivors and Disability Insurance) of the Social Security

Act, who has received employment counseling within the past year from an

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

(1) receiving regular State uneaployment compensation; (2) exhausted the right

to receive such compensation; (3) unemployed, or received notification of

termination of employment within sit months, due to permanent cloiure of a

plant or facility; or (4) unemployed for six months or sore and with limited

opportunity for employment in a similar trade or occupation within a reasonable

commuting distance.

Permits displaced corkers to withdraw amounts from their individual

retirement sccomt or annuity (IRA) to pay the expense (tuition, fees, book:,

supplies, or required equipment) of an eligible training program. Limits the

amounts of such IRA withdrawal to $4,000 per year (with cost-of-living adjust-

ments), minus aggregate amounts distributed for training expense payments in

the four immediately pre.eding taxable years.

Requires withdrawals from an IRA for training expenses to be made only

through the use of a voucher issued by the account trustee or insurance company

custodian upon presentation to such trustee or custodian by the displaced worker

of a displaced worker certificate and an invoice or statement evidencing that
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such worker has enrolled in an eligible training program. Seta forth require-

ments for the pregentation and redemption of vouchers for payment of job

training expenses. Prohibits depositary institutions from a 'ng any

penalty against a displaced worker for early withdrawals from an IRA to

pay such training expenses. Permits adjustments in the rate of return on

certain investments when IRA funds are withdrawn to pay such training expenses.

Provides that the participation of displaced workers in an eligible

training program shall not disqualify such workers for unemployment compensation

to which they are otherwise entitled.

Defines "eligible training program" as a training program offered by an

by an institution of higher education, a postsecondary vocational institution,

proprietary institution of higher education, or any other institution approved

by the Secretary which prepares students for gainful employment in a trade or

occupation in which present and future employment opportunities exist. Re-

quires the Secretary to promulgate regulations for: (1) the application of

an educational institution for qualification of its training program; and

(2) criteria for determining whether such a job training program qualifies

as an eligible training program under the terms of this Act. Directs the

Secretary, for purposes of determining whether certain job training programs

qualify as eligible training programs, to consider any determination relating

to such programs made by: (1) the Administrator of Veterans' Affairs or a

State approving agency for veterans' educational progress; (2) a private

industry council established under the Job Training Partnership Act or other

official or grs*p empowered to make determinations under such Act; (3) the

Secretary of Education; (4) any State education agency; or (5) nationally
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recognised scc:editiag agency which the Secretary determines to be reliable

is evaluating the quality of job training Programs. Sets forth nondis-

crimination requirements for institutions offering such job training

prostalll.

Requires the Secretary to minimise the amount of paperwork and time

necessary to certify any individual as a displaced worker or any training

progress as as eligible training program.

Title III: State Saployment Service Iseponsibilities Certification and

Referrals - Directs the Secretary of Labcr to allocate funds to dudes to

reimburse administrative costs of public employment offices which provide

certification for displaced workers. labor market and training information,

and job search service*. Authorizes appropriations for such purpose

for /I 1986 and thereafter.

Directs the Secretary to submit a report to the Congress on nationwide

etsaputerized job bank and snatching program authorized under the Job Training

and Partnership Act.

Title IT: Miscellaneous Provisions - Mends the Job Training Partnership

Act to direct the private industry councils established under such Act to sake

informatiob on job training programs available throughout their service delivery

areas. Ixempte such councils from limitations on expenditures imposed by such

Act in providing such information.

lxcludes from the computation °loth* amount of the expected family

contribution to a student for Pell Crant purposes any unemployment compensation

received by such student or any IRA distribution used to pay training expenses

of such student, provided such student is certified as a displaced worker under

the testis of this Amt.
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National Training Incentives Act

Issues for Discussion

BUCCETARY COSTS

large: The National Training Incentives Act will be very costly at a

time o budget deficits.

Rebuttal: This bill provides two approaches for retraining, neither of
whicirieWiiii'darect federal' outlays. The first approach, the IRA and annuity
provisions, which allow workers to withdraw money from these accounts for their
own retraining, builds upon an existing private finance system. The second
approach, the 25% tax credit, in contrast with federal training programs which
require one dollar in federal outlays for every dollar spent on training, would
generate four dollars in private sector training for every dollar in lost
federal revenues. These incentives will have no cost to the federal Treasury
unless business and workers themselves decide that yore money needs babe spent on

retraining.

This legislation also responds to the need for U.S. business and industry
to =pate in 1. global economy. Without a sufficiently trained work force.
America's competitive position will significantly deteriorate, resulting in a
laver standard of*living for virtually all Americans. Moreover, absent such

policies, increased protectionism would likely result, producing higher costs to

oansulera for imported products.

imp WILL BENUTI?

Charges This legislation will assist only a small minority of workers.

Rebuttal: This legislation is designed to address the problems' associated
with the training and retraining of all the workforce. It is not intended to
replace or duplicate existing programa such as .7TPA or Displaced Workers programs,
but is intended to stimulate a more realisti., oetter coordinated, and comprehensive

use of resources for training.

Thi 2S% tax credit will help currently employed workers avoid future
displacement through increased employer-sponsoced retraining programs. Furthermore,
the tax credit could be used by small businesses cc unprofitable fires became of
its carry-forward and carry-back provisions. The IRA and annuity provision
provides individuals who are unemployed and collecting unemployment insurance
with an increased capability to finance their own retraining without having to
divert funds from their cwn day-to-day income. At the end of 1983, over 13 million

individuals held IRA accounts, with over five million of these held by individuals
with annual household inomees below 830,000.
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TAX SIMPLIPTCATICH i TAX CREDITS

Charges Doesn't this proposal fly in the face of efforts to simplify the
oodef-

Rebuttals This approach is consistent with the Treasury plan for tax
neutrality. The Treasury plan continues investment incentives for research
and demob:pent, and for new plant and equipment, but fails to acknowledge
the human elesent in competitiveness. It extends the current 25t R&D tax
credit, and replaces the ACTS with a new depreciation schedule for plant and
equipment. By containing the essential hovel component of competitiveness,
our proposal makes the Treasury plan truly neutral.

As budget deficits force Congress to consider trimming various employment
programs, Congress must also consider the need to put in place incentives
for wodurr training and retraining. The incentives provided in this legislation
are distend-driven, triggered only as employers and eaployees decide for then-
selves on the need for retraining. It is critical that Congress hrplement this
preventive approach to worker dislocation in advance of any possible economic
downturn.

DOES RETRAINING HELP?

Charges Those who are faced with unemployment do not readily adapt to
training nor do they have the flexibility or resources to undertake
retraining on their own.

Rebuttal: ltployor financed retraining through tax credits will involve
workers who have a demonstrated ability to tw trained and who already function
effectively in inctstry. Tho IRA provision, because it involves employee funds,
creates an inoentivo whereby employees who seek retraining have a greater
personal stake in the selection and quality of their retraining.

Homover, in the 1980s the work force growth rate will be only half as much
as it wee in the last decade. As a result, today's workers will constitute
over 90t of the labor force in 1990. Also by 1990, over half of all U.S.
workers will be between the ages of 24 and 44 -- the most productive years for
workers. Thie represents a major opportunity to increase productivity if these
workers cant* adequately trained or retrained.
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WILMER PARTICIPATICNL

Charge: A corporation and an individual could pay into a joint account
to be used by the worker in the event of displacement.

Rebuttal: Under this bill there is nothing to prevent an employer from

contributing to an IRA for retraining or retirement. Moreover, under tho

current Ilthmechaniam, employers can contribute to an employee's retire-

ment account.

The problem with other approaches, such as an Individual Training Amount,
is that they require joint employer-employee participation, and that employees
seeking such an account would depend upon the willingness of theirs:players to
participate. M a result, the only way to ensure the establishment of a training
account would be to mandate employer - employee participation. This would amount

to the creation of a new and costly payroll tax at a time when Ccogress is unable

to raise funds to pay nthe nation's current bills.

IMPIDYEFt INCENTIVES

Since err employer can take a deduction for retraining, why is

this Zolglation necessary?

Rebuttals This bill recognizes that the importanoe of investment in worker

retraining is similar to the importance of investment in Mend equipment.
Specifically, the bill permits employers to deduct a portion of amgloyee
training and retraining expenses from federal tax liability. Firms could

deduct from their tax liability 251 of training costa above the company's
training coats of the previous five years. This differs substantially from a
straight-line business-expense deduction, which could still be used with the
tax credit, but which fails by itself to differentiate one type of business -

expense from another. Moreover, the tax credit will not reward currant
retraining, but will reward retraining over and above a five-year average.
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STATEMENT OF WILLIAM F. CLINGER, JR.

Madam Chairperson, thank you for allowing me to proceed out of order.

I will limit ay remarks to a few brief observations on H.R. 5159, which I

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

I would like to compliment you and the Subcoluxittee for scheduling this

hearing today on worker retraining, an issue I 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

important work and leadership on this issue.

As you may know, many of the provisions of H.R. 5159 were orginally

developed in a Special Report on Human Capital which was authored by Dr. Pat

Choate and released by the House Wednesday Group in July 1983, with ?I members

of the Wednesday Group as sponsors.

We are all f 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 a result, today's workers constitute over 901 of the labor

force in 1990. Also by 1990, over half of all U.S. workers will be between the

ages of 24 and 44 -- the most productive years for workers. This represents a

major opportunity to increase productivity If these workers can be adequately

trained or retrained.

Sriefly, H.R. 5159 is a demand driven, market-based approach, which puts

into place government incentives that are triggered only when businesses and

workers decide for themselves to finance additional skills training. It builds

upon existing systems and resources and links business, government, and individual

workers to maximize our human capital investments.
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The first prong of the legislation allows displaced workers to finance

retraining with mono withdrawn, without 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 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 is a tax credit to businesses which

invest in,worker retraining. The training credit would ba similar to the

existing RAD tax credit, and would permit businesses to deduct from their tax

liability 25% of training costs above the company's average training costs of

the previous five years.

This approach recognizes the importance of investing in worker retraining

similAl to the idportance of investing in R&D 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 d current retraining, but will d retraining over and above a

five-year average, and could be used by small businesses or unprofitable fir s

because of its carry-forward and carry -back provisions.

For every dollar in 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 a 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
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unemployment compensation to which they are otherwise mantled. As the

Comamittee knows, only thirteen states at present allow a worker In a

retraining program to receive unemployment compensation. What we need, Madam

Chairperson, is to provide Incentive 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 mandates that people

wait Lail 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 other efforts of Congress to assist the disadvantaged, but rather supplements

these efforts. JTPA must be left untouched so that we can accurately determine

its effect4eness and its worth. But we are talking about a significant problem

in America today which may need more than uIPA.

What are the significant merits of H.R. 5159? 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 its incentives are not linked to the vicissitudes of the

Congressional budi;eting process. Lastly, these incentives will have no cost to

the federal Treasury unless businesses and workers themselves decide to spend more

money on retraining, thereby triggering the legislation's tax incentives.

Before I conclude, let me offer a few words about the Individual Training

Account legislation, sponsored by my colleagues from Illinols,and New York,

Mr. Durbin 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 troop and the Northeast-

Midwest Coalition worked Jointly for some time on worker retraining
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legislation. As you can see, the resulting efforts are quite different.

I think it important to share with tne Committee the reasons we abandoned the

Individual Training Account approach.

One issue is whether the ITA will be voluntary or mandatory. A voluntary

approach may not cost the Federal government very much, but will workers and

enmiuyers, as required by the ITA appruach. participate in sufficient numbers

to ensure a viable program? I think not. Saving money for retraining, it seems

to me. simply will not have a high enough priority when people decide how to

allocate their discretionary income. 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 may.

in the end, be a narrow group of people. As this Committee knows, estimates

on the numbers of displaced workers vas') from just under 100,000 to over

two million.

Further, although H.R. 4832 is described as wholly voluntary, employers who

do not participate would continue to be subject to a $14 per employee surcharge

to the Federal unemployment Tax. Employers would also be subject to a tax penalty

of 1378 per employee if their states failed to participate in the program.

Moreover, the annual employer-employee ITA parent of $500 per employee is rearly

five times greatel than the average unemployment tax per employee, and that does not

include the tax loss to the federal government tnat will result from the ITA's

tax incentives.

While both bills have the same objective, and both bills should receive

further consideration by this and other Committees, I strongly believe

that the National Training Incentives Act provides the proper incentives for

employees and employers to meet our nation's retraining needs. H.R. 5159 is not

a prima for the problems faced by displaced workers, but its enactment would be

an important first step.

Again, I appreciate the opportunity to testify on this legislation, and look

forward to working with .ihe Committee as it continues to explore appropriate

federal policy.
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hanks for meeting with our National Issues Committee.
a the Committee deliberations the day following your
isit, the consensus was quite positive on A.R. 5155,
he Notlemal Training Incentives Act. We do have sons
o ats on details that we think would be important to
ha purposes mf the proposed legislation.

first, vs belitve that improving the quality and
impotence of the work force is key factor in national
conomic survival and growth in, the new world marketplace.

writhes, the role of employer-provided education and
raining the work force is the most important single factor
s the oa -aping development of competent work force. Thus,
believe that we need more of it even though it is now

MI largest element, by far, in work force retraining.

sir significant benefit of the employer tax incentive approach
I that the investment in our human capital would necessarily
I strongly needs-related because employers would be spending
'air own money for what they really need, not for obsolete
: irrelevett tosiniag.

'amiss; the several wrpnkles can be ironed out, our
lanisietioa will undoubtedly support the legislation actively.
think this would be important to the bill since our group
191:estate the constituency that would be vest directly affected --
Kept, of course, the overall work force.
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1. Ws think it important that the employer tax credit

be is addition to the present practice of treating training

costs as ordinary business expenses. Otherwise, I'm afraid

these would not be sulticent incentive for many employers

to participate.

2. Sagardiag the employer tax credit, we strongly suggest
that the definitioa of 'training' be changed. Much of the

best employes training is net conducted insolasscoos,*
per as. Sophisticated employee training is often accomplished

very efficiently through methodologies such,se computer -

assisted last:motion, labs, workshops, selldiracted programs,

etc.

The tarp supervised on the -job -experience is likely to

land to trouble, too. Just about all "on -the-job-experience,

is supervised so you could have employers reading that as all

work qualifies for the tax credit which pzobroly is not what

you had is aind. Ws would suggest a definition of training

such as we are using incur research project on data gathering

for employer-provided education and training. It is contained

is the enclosed memo we are using for a field test on the

questioanairs we've just developed.

Unfortunately, as we explained at the meeting, current corporate

practices in cost accounting for training leave much to be

desired. Many employers have only the sketchiest information

about what they spend for employee training, and among those

who do, there is little consistency in formit.

I have just collected samples of training cost accounting practices

from a group of our members and they hardly resemble each other at

all. be gladiola show theta to you if you like.)

Thus, we suggest that the legislation prescribe the kinds of

alipOXISS that would be allowable under the tax attune in soma detail.

I koowthatprescriptive details
in legislation has its drawbacks.

too, but should this legislation be enacted, foes direction to the

regulation writers' would be entirely in order.

We knew from experience with the Employee Educational Assistance

tax regulations, that regulation
interpretation can easily laid to

widespread contusion, unintended results and tax court litigation.
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To help avoid some of the anticipated problems with allowable

costs, we have enclosed a brief classification Scheme ler

training costs. This in based en our previous work is this
area and the sample cost charts of accown we.havejust
reviewed. This might be simplifieda bit more fee legislative
purposes, but we do suggest that the legislative isolude
intent about what kinds of training mats would be allowable.

3. I think our via could well be to support the was of IRA
funds that the bill proposes, too, but we would like to see the

IM data you mentioned and are sending alone.

I hope this is helpful, and please let us know it we cam

do anything further.

Thanks again. We do appreciate your initiative is what we

see as virtually the first positive Congressional initiative

that would directly build wore competent overall work force.

Very truly yours,

Robert L. Craig
Vice President
Government Affairs

RLC:vh

enclosure
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Mrs. JOHNSON. 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 in 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. Our 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
jobs because they do not possess skills that are relevant to our
future.

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 colleagues 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 training, coupled with a savings plan with individual-
ly-initiated retraining and can be used as a hedge against unem-
ployment.

In addition, the jot, 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 De applied
to any employer-run, on-the-job, 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 Nation com-
mits nearly $50 billion each year in tax incentives for plant and
equipment modernization and research, we commit 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 lary
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
tax credit is one of its strengths and one of its uniquenesses as
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
training 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 cap-
ital that is of equal importance to our competitive position and will
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 skill-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 all 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 opportunity to participate in training pro-
grams. We would prevent that perverse policy that has been so ad-
hered to in our Nation. Our bill also calls for the Secretary of
Labor to study the feasibility and cost of a national job 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-

119



116

lus to training, a truly national training policy that will serve us in
the future.

[Prepared statement of Hon. Nancy L. Johnson follows:]
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PREPARED STATEMENT OF HON. NANCY L. Jointsow, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CONNECTICUT

MR. CHAIRMAN:

I AM PLEASED TO BE APART OF THIS HEARING TODAY AND WANT TO

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. IN ADDITION TO THEIR SOCIAL IMPORTANCE, THEY ARE MATTERS

WHICH IMPACT OUR NATION'S ECONOMIC PERFORMANCE AND WORLDWIDE

COMPETITIVE POSITION. 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 CAN ADAPT TO CHANGE.

I ALSO WANT TO COMMEND MY COLLEAGUES, DICK DURBIN AND SHERRY

BOEHLERT, AND THE NORTHEAST - MIDWEST 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 CONSIDERATION IN THE MONTHS AHEAD.

I AM DELIGHTED TO HAVE APPEARING WITH ME CONGRESSWOMAN MARCY

KAPTUR AND CONGRESSMAN BILL CLINGER. BOTH HAVE GRACIOUSLY AGREED 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
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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 WE 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 THE

JOB TRAINING PARTNERSHIP ACT, HOWEVER USEFUL, REQUIRE ANNUAL

AUTHORIZATIONS AND APPROPRIATIONS BY CONGRESS. AMERICAN WORKERS

CERTAINLY DESERVE MORE 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 THEIR

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 DISPLACED FROM THEIR OLD JOBS BECAUSE THEY POSSESS

SKILLS NO LONGER IN DEMAND.

MANY PEOPLE IN TOWNS LIKE HEW BRITAIN, BRISTOL, AND TORRINGTIA,

CONNECTICUT--TOWNS THAT I REPRESENT -- DISCOVERED DURING THE LAST

RECESSION THAT SHIFTS IN THE ECONOMY CAN MEAN MAJOR SUFFERING AND IN

SOME CASES A SIGNIFICANT REDIRECTION OF LIFESTYLES AND OCCUPATION.

I AM SURE THAT MEMBERS OF THE SUBCOMMITTEE HAVE WITNESSED THESE

CONDITIONS IN THE TOWNS THEY REPRESENT AS WELL.

WHAT IS NEEDED FOR TODAY'S WORKERS IS NOT THE PATMIWO":4

ON-AND-OFF PROGRAMS OF THE PAST, BUT A SIMPLE, ON-GOING SYSTEM VHAT

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 THE 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 ACHIEVE

THESE OBJECTIVES.

THIS LEGISLATION WOULD STIMULATE NEW INCENTIVES FOR PRIVATE

SSECTOR SKILLS TRAINING THROUGH A 25% TAX CREDIT THAT WOULD BE

APPLIED TO ANY EMPLOYER-PAID TRAINING EXPENSES ABOVE THE COMPANY'S

AVERAGE TRAINING EXPENDITURES OF THE LAST rpm YEARS. THIS TRAINING

TAX CREDIT COULD BE APPLIED TO ANY EMPLOYER-RUN, ON-TEE-JOB OR

CLASSROOM TRAINING PROGRAM, ANY STATE OR FEDERALLY REGISTERED

APPRENTICESHIP PROGRAM, ANY COOPERATIVE EDUCATION, OR ANY OTHER

PROGRAM APPROVED BY THE SECRETARY or LABOR. THIS TAX CREDIT IS MUCH

LIKE THE EXISTING 25% CREDIT FOR RESEARCH AND DEVELOPMENT

EXPENDITURES, AND, LIKE THE ReD CREDIT, INCLUDES APPROPRIATE

CARYYBAEIC AND CARRYFORWARD PROVISIONS FOR THE BENEFIT OF

UNPROFITABLE FIRMS AND NEW COMPANIES.

THE POTENTIAL BENEFITS OF THIS 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 EQUIPMENT MODERNIZATION AND RESEARCH,

LESS THAN $1 BILLION IS AVAILABLE IN INCENTIVES FOR WORKER TRAINING-
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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 MOST 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 ACQUIRE

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

PLAN 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 RID CREDIT, "THE TAX

CREDIT HAS ENCOURAGED FIRMS TO MAINTAIN GROWTH IN RID SPENDING

DESPITE 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 HE

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 B MILLION EARN ANNUAL HOUSEHOLD INCOMES

BETWEEN $15,000 AND $50,000. THIS RANGE Or INCOME IS CLEARLY 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 Or

CONGRESS IN ESTABLISHING IRA'S FOR RETIREMENT ONLY; 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 Or GAINFUL EMPLOYMENT. RETRAINING

IS TODAY AND WILL LIKELY DE IN THE FUTURE CRUCIAL TO SUSTAINING

EMPLOYMENT AND REALIZING THE TYPE or RIM IREMENT THAT MANY AMERICANS

DESIRE.

THE SIGNIFICANCE or IRA'S FOR THE NEXT DECADE LIES IN Talt

ABILITY TO STIMULATE GREATER INDIVIDUAL INITIATIVE IN PROVIDING FOR

ONE'S OWN FINANCIAL SECURITY.
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OTHER COMPONENTS OF THE NATIONAL TRAINING INCENTIVES ACT I

WOULD LIKE 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 PAYMENT 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 AMING FEDERAL, STATE,

AND LOCAL GOVERNMENT. INSTEAD, IT PUTS IN PLACE BOTH INDIVIDUAL AND

EMPLOYER INCENTIVES THAT ARE USED ONLY WHEN IT IS IN THE INTEREST OF

WORKERS AND EMPLOYERS TO SEEK RETRAINING.

SUPPORTERS OF THIS BILL REALIZE IT WILL NOT HELP EVERYONE. IN

FACT, TEIS LEGISLATION IS LIKELY TO BE JUST ONE OF THE SEVERAL

COPMPONENTS OF OUR NATIONAL TRAINING SYSTEM THAT WILL BE NEEDED TO

MEET THE JOB TRAINING CHALLENGE OF THE NEXT DECADE. PROGRAMS SUCH

AS THE JOB TRAINING PARTNERSHIP ACT MUST BE SUSTAINED AND

STRENGTHENED, AND WE MUST CONSTANTLY BE SEARCHING FOR NEW WAYS TO

ENHANCE TRAINING AND EMPLOYMENT OPPORTUNITIES IN THE DECADE OF

CHANGE THAT LIES AHEAD.

I WOULD LIKE TO END MY STATEMENT BY SALUTING THE CHAIR AND THE

MEMBERS OF THE SUBCOMMITTEE FOR BRINGING THESE ISSUES TO PUBLIC

ATTENTION TODAY. REPRESENTATIVES KAPTUR, CLINGER, AND I LOOK

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. MAnniaz. Co omen Marcy Kaptur.
Ms. liAzrua. Th you, Chairman Martinez and members of

the subcommittee, Mr. Gunderson and Mr. Hayes. I would like to
thank you for allowing me to testify along with our colleaes here
this morning, Nancy Johnson, Dirk Durbin, and Sherry %ehlert,
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 series 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 catc-sx I tragic hardship for millions of
American workers and their families and has resulted in a need-
less waste of productive lives.

As our economy goes through 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 years, of that
number, over 265,000 in my home State of Ohio. Forty percent,
nearly half, of these dislocated workers were still 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 hash re-
ality for many of the dislocated workers in Ohio and throughout
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 MclDonald's or a K-Mart at lower wage rather than in
a h-tech industry.

Vat 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 so instrumental in developing in this 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 quickening. 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 planning 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 ofour workforce
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in the year 2000. It should be clear. America is going to make it or
break 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 a, number of new
ideas including individual training accounts and 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 Durbm, Sherry
Bcchicrt, 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 only $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
the 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 not
detail because Dick Durbin and Sherry Boehlert did it so well, the
national Individual Training Account would address the American
worker's need for adequate retraining. I think for many people in
the workplace, especially younger workers now, it provides a real
option to a fifty-fpecifty matching contribution made by all non-self-
employed 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 pleased to co-sponsor with Nancy Johnson,
modifies the very successful IRA system. At the end of 1983 over 13
million individuals in our country held IRA accounts, with over 5
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 would permit 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 important 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 th which they are otherwise entitled. A program which pro-
vides incentive for workers to seek retraining at the earliest possi-
ble tine 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 skills 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 5 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 recommend that H.R. 26 caul 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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PREPARED STATEMENT OF HON. MARCY RAPTOR, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF 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 CROWING PROBLEM OF

DISLOCATED WORKERS, A CRISIS THAT HAS CAUSED TRALIC HARDSHIP FOR MILLIONS OF

AMERICAN WORKERS AND THEIR FAMILIES, AND HAS RESULTED Fa 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 TO A SERVICE-ORIENTED ECONOMY RAVE 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 EXPERIENCED WORKERS PERMANENTLY

LOST THEIR JOBS IN THE LAST FIVE YEARS, VER 265,000 IN MY HOME STATE OF OHIO.

TWO- FIFTHS OF THESE DISLOCATED WORKERS WERE STILL JOBLESS WHEN INTERVIEWED IN

1984, AND EVEN THOUGH, THE REMAINING 60E 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 OHIO AND THROUGHOUT TILE 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 MCDONALDS OR K -MART RATHER THAN IN

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

NOT ENOUGH.

OUR EXISTING EMPLOYMENT AND TRAINING PROGRAMS FOCUS PRIMARILY ON THE ECoNOMIcAcor

AND CULTURALLY DISADVANTAGE. - APPROXIMATELY II PERCENT OF THE WORK FORCE -
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AND WHORE THE VAST NUMBER JF OTHER WORKERS WHO REQUIRE RETRAINING AND RE-EDUCATION

TO KEEP PACE WITH THE DEMANDS OF THEIR JOBS. DIE FACE OF ECONOMIC AND TECHNOLOGICAL

CHANGE IS QUICKENING. IF OUR NATION IS TO BE PREPARED FOR THE ECONOMIC CHALLENGES

OF THE NEXT TEN AND TWENTY YEARS, WE RUST TAKE ACTION NOW TO BUILD A WORK FORCE

THAT CAN man QUICKLY AND EFFICIENTLY TO CIIMGE, AND DIEREFORE CAN COMPETE AND

PROSPER. OUR GREATEST RESOURCE IS, AND ALWAYS HAS BEEN, THE TALENTS OF OUR PEOPLE.

AS WE DIRECT OUR ECONOMIC PLANET% TO YEAR 2000, WE RUST BEAR IN HIND THAT TODAY'S

WORKERS WILL STILL CONSTITUTE OVER 902 OF THE WORK FORCE IN 1990 AND OVER 752 OF

THE WORK FORCE IN THE YEAR 2000. IT SHOULD BE CLEAR: AMERICA IS GOING TO MAKE

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

IF WE CAN'T FIND A WAY TO HAKE FULL USE OF THE HUMAN POTENTIAL THAT EXISTS IN OUR

MANUFACTURING INDUSTRIES TODAY, WE ARE GOING TO BE IN TROUBLE.

FORTUNATELY, THE CONGRESS HAS FOCUSED ON THIS CRITICAL NEED AND IS CURRENTLY

EXAMINING A NUMBER OF NEW IDEAS INCLUDING INDIVIDUAL TRAINING ACCOUNTS AND MODIFIED

INDIVIDUAL RETIREMENT ACCOUNTS AS A MEANS OF RETRAINING OUR WORKFORCE. I APPLAUD

THIS EFFORT AND COMMEND TIME EFFORTS OF HY COLLEAGUES WHO HAVE SPONSORED H.R. 26

AND H.R. 1219. WHAT THEY HAVE DONE IS REALIZE THAT INVESTMENT IN OUR PEOPLE IS

AS VITAL TO OUR LONG -TERM ECONOMIC GROWTH AS IS INVESTMENT IN CAPITAL AND TECH-

NOLOGY. AT THE PRESENT TIME, OUR LEVEL OF REINVESTMENT IN OUR "HUNAN CAPITAL" IS

WOEFULLY INADEQUATE. IN FISCAL YEAR 1982 TIME VALUE OF GOVERNMENT TAX INCENTIVES

FOR BUSINESS INVESTMENT WAS $45 BILLION; THIS FIGURE IS MORE THAN 70 TIMES

GREATER 11LIN THE VALUE OF TAX INCENTIVES FOR WORKER TRAINING, WHICH WAS A MEAGER

$620 MILLION. IN 1981, FIRMS INVESTED AN AVERAGE OF ONLY $300 PER WORKER FOR

RETRAINING COMPARED TO OVkR $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 ANOTHER WITH

MINIMAL SOCIAL COSTS OF INDUSTRIAL DISLOCATION AND TRANSFORMATION.
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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 GI BILL AND THE INDIVIDUAL RETIREMENT ACCOUNT. GENERALLY,

ITA WOULD BE FINANCED THROUGH A 50-50 MATCHING 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 84000 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 B4000 ITA, PLUS ACCUMULATED INTEREST, WOULD BE

AVAILABLE, TAX FREE, IN THE FORM OF VOUCHERS THAT COULD BE USED FOR RETRAINING

AND DEFRAYING RELOCATION EXPENSES. THE CHOICE AND LOCATION WOULD BE LEFT TO THE

WORKER, AS WAS THE PRINCIPLE OF THE VERY SUCCESSFUL CI BILL. THE ITA OFFERS A

FLEXIBLE APPROACH TO THE RETRAINING OF DISPLACED WORKERS. ITS GREATEST STRENGTH

IS THAT IS IS BASED ON A COMBINATION OF PERSONAL INITIATIVE, LIMITED GOVERMENT

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 MILLION INDIVIDUALS HELD IRA ACCOUNTS WITH OVER 5 MILLION OF THESE HELD BY

INDIVIDUALS WITH ANNUAL HOUSEHOLD INCOMES BELOW $30,000. H.R. 1219 WOULD ASSIST

STRUCTURALLY UNEMPLOYED WORKERS BY ALLOWING THEM TO USE INDIVIDUAL Milt/TRENT

ACCOUNT OR ANNUITIES FOR REFRAINING. THE BILL WOULD PERMIT AN UNEMPLOYED INDIVIDUAL,

OR ONE WHO HAS RECEIVED AW.MED NOTICE OF LAYOFF, TO WITHDRAW UP TO MOO, WITHOUT

THE EXISTING 102 PENALTY, FOR NE PURPOSE OF FINANCING OCCUPATIONAL TRAINING. IT IS

IMPORTANT TO NOTE THAT THIS BILL WOULD PROVIDE THAT THE PARTICIPATION 01. DISPLACED

WORKERS IN AN ELIGIBLE TRAINING PROGRAM WOULD NOT DISQUALIFY THOSE WORKERS FROM

UNEMPLOYMENT COMPENSATION TO WHICH THEY ARE OTHERWISE ENTITLED. A PROGRAM WHICH
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PROVIDES INCENTIVE EOR WORKERS TO SLEK RETRAINING Al EHE EARLIEST POSSIBLE TIME

IS NEEDED, THEREBY ALLOWING THEM TO ACQUIRE NEW SKILLS AND TO REGAIN HOPE FOR A

FUTURE OF RENEWED OPPORTUNITY. H.R. 1219 WOULD DO A GREAT DEAL TO ACCOMPLISH THIS

GOAL. FURTHER, H.R. 1219 WOULD PERMIT EMPLOYERS TO DEDUCT 252 OE ANY RETRAINING

EXPENSE IN EXCESS OF THE AVERAGE SKILLS TRAINING EXPENSE INCURRED BY THE EMPLOYER

OVER THE PRECEDING FIVE YEAR PERIOD. THIS PROVISION IS DESIGNED TO PROVIDE A TAX

INCENTIVE FOR NEW PROMIANS SPONSORED, PAID FOR. OR CONDUCTED BY EMPLOYERS.

BEFORE I CONCLUDE, I WOULD LIKE TO STRCSS SOMETHING THAT I BELIEVE TO BE

IMPORTANT. WHEN WE READ 111E BUREAU OF LABOR STATISTICS REPORT THAT SAYS THAT

ANYWHERE FROM 5:IILLION TO 11.5 MILLION WORKING MEN AND WOMEN HAVE BEEN DISPLACED

IN THE LAST FIVE MAILS. WE MUST NOT FORGET rum' IIILSE ARE WORKING PEOPLE WITH

FAMILIES THAT ARE LOSING GROUND IN AN ERA WHEN LIFE FOR MANY AMERILAXS IS IMPROVING.

FUR THESE PEOPLE. 111E LOSS OF A JOB MEANS NUT ONLY THE LOSS OF A PAYCHECK. BUT THE

LOSS OF A WAY OF LIFE. WE CANNOT ALLOW THESE VORKERS TO LOSE HOPE. II.R. 26 AND

H.E. 1219 ARE MECHANISMS TO INSURE THAT THESE DISPLACED WORKERS HAVE THE MEANS TO

ADJUST TO OUR CHANGING ECONOMY. AND THEREFORE rhe 1101'E NtEDED 10 FACE THE FUTURE.

OUR WORKERS AND OUR NATION WILL BENEFIT FROM 111E TYPE OF RETRAINING MECHANISM

THAT THESE BILLS WOULD BUILD INTO OUR ECONOMY. TIIE RESULT WOULD BE A NATIONAL

ECONOMY THAT IS STRONG AND FLEXIBLE ENOUGH TO GROW AND EXPAND THROUGH THE FULL.

UTILIZATION OF ITS GREATEST ASSET ITS "HUMAN CAPITAL".

AGAIN. MR.CHAIRMAN AND MEMBERS OP THE COMMITTER. I 111ANK YOU FOR THIS

OPPORTUNITY TO TESTIFY BEFORE YOU THIS MORNING. I URGE YOU TO TAKE FAVORABLE

ACTION IN THE AREA OF JOB RETRAINING AND I RECOM/11NO SMUGLY THAT U.K. 26 ANU

U.K. 1219 BE A PAFT DE YOUR RECOMMENDED REXPOVE 10 11IIS NATIONAL NEED.
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Mr. MARTINEZ. 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. KApTux. 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. MAR. Congresswoman Johnson.
Mrs. JOHNSON. 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
so 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 sonu, support in providing the kinds of job expan-
sion training that is so important to advancement.

Ms. KAPTua. Will the gentlelady yield?
I wanted to say, Mr. Chairman, yesterday I was at a h' raring 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 am 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

134

$



131

employers incentive to upgrade people from one job status to an-
other.

Mrs. JOHNSON. 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 not but also
for replacing outmoded machinery with more productive machin-
ery. That is really what we are trying to do in terms of investment
in human capital.

Mr. MARTnvEz. I like it.
Congresswoman Johnson, let me ask you this Most blue collar

workers reallyand maybe that's not a true statement, do not
have IRAs. That's why I feel that Durbin's bill is so inkoortant.
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. JOHNSON. Well, it certainly is true that the tax credit and
the IRA or the ITA have different purposes and are different com-
ponents of a whole national training policy.

Mr. MARTINEZ. But it would make it complete.
Mrs. JOHNSON. 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 terns of the IRA, the 1983 statistics show that, of the 13
million with IRAs, over 5 million are people 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
is a problem withthere 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 participate. And that's part
of the purpose of the tax credit, to reach those people who have no
ability to save.

Mr. MARTINEZ. I 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. JOHNSON. 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 employees.
On the other hand, some of those employees might have an IRA.
So, there are different avenues to the same goal.

Mr. MARTINEZ. Dick?
Mr. DURBIN. 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 purposes: 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 encourage 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-
trialized 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 foreign 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 good friend and colleague. I do have some other ques-
tions. I will be communicating with you 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 happening with 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. JoHNsoN. I, for one, am developing a letter that will go to
the Ways and Means Committee at the right point in 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 they 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 simply 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. DURBIN. 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 subcommittee which would consider
this legislation, we think that is an encouraging signal.

If we could predict what the Ways and Aleans Committee is
going to do cn anything, we would have such a great receptive au-



133

lience in the hallways of the Longworth Building over the next
several weeks that I am sure we would End plenty to do with our
time.

But I think it is important for us who believeand, of course,
the members of this subcommitteethat 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
package include at least part, if not all, of the elements we have
discussed today.

Mr. GUNDERSON. 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 t...2 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. Duman. 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
participants. We, I think in the first discussion with Congressman
Boehlert, wbat the ITA would look like, had to make a very funda-
mental decisioL: Will this be a mandatory system, will it be com-
pulsory, 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 bard 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 reasons 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 way 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. BOEHLERT. 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 micas the country because of the Presi-
dent's speeches around the country. The overriding issue of our
time right now ib the deficit crisis. When you consider the fact that
a 1-percent increase in unemployment adds between $30 billion and
$40 billion to the deficit, and then you further consider that we
have combined proposals 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. GUNDERSON. 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. GUNDERSON. 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,
clearly, 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. KArrti. 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
Jobs 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 aren't 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-
munity 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 yet for those folks. This provides a marvelous opportunity for
those families who already have been saving for their kids' educa-
tion, for home 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.
I think it is pretty tailor-made to that group of Americans, who
desperately need some kind of a response from this Government.

Mrs. JOHNSON. 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 going 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 responsibility that we are trying to get to and rein-
force and stimulate in our MA provisions and in the ITA

Mr. GUNDERSON. Thank you.
Thank you, Mr. Chairman.
Mr. HAYES [acting]. I don't have any questions I want to raise of

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 through your written testimony.

Needless to say, I 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 directionand I am not a prophet of gloom
and doombut, 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 step or the first phase. Placement
is a problem. 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, wheie the public education system is really fighting
for its survival.

Mr. DURBIN. 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 pendulum 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 tree
million jobs, and only 2 percent of those jobs went to individuals
between the ages of 16 and 24.

Mr. HAYES. That's right.
Mr. DURBIN. There is also a statistic that 45 percent of the mi-

nority youth in America are functionally illiterate today.
Mr. HAYES. That's right.
Mr. DURBIN. 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. DURBIN. 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. HAYES. That's right.
Mr. DURBIN [continuing]. One that we can achieve. And I hope

you will help us do that.
Mr. HAYES. I will do that.
Ms. KArrun. Mr. Chairman, I just wanted to also point out again

the JTPA experience 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 people, most of whom are young, in jobs. The secret
really was our business community working with an unbelievable
relationship with our public school system.

We actually put people in real jobs. I think back to one gentle-
man who spoke 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 ci.nrted 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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young 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. HAYES. 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. K.Arrtm. Mr. Chairman, just one other thing, maybe for the
record, and I am sure au 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 increase. So, whoever is Presi-
dent then will 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. HAYES. 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. KAPrtm. 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. HAYES. 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. HAYES. 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.
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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 labor
market resulting from loss of jobs due to competitiveness.

So, it is for that reason that I am pleased to have the opportuni-
ty to 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 I am particularly enthusiastic
about. They are preventive. They are tied directly to workers. They
are market oriented. And they are geared toward competitiveness.
Ikt 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 70-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. That
is a tough thing to do for anybody.

Clearly, not all workers who lose their jobs do so in auto and
steel. But the big problem they have is basically, in addition to
having jobs available, is getting over this initial hurdle.

A second problem I find with H.R. 26 is that it already adds a
burden to a UI 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 exactly
sure whether in fact they would do the incentive that the bill
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 simplificationI must admit the employer
community always likes to have tax incentivesthere 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. Employment Service. The recent
report of the National Council on Employment Policy concluded
that the U.S. Employment Service offers but marginal 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 a tairly shaky foundation on which we are building our proposal.

Finally, I have a concern about participation. I don't know how
many employers would respond. I doubt that many would, consider-
ing the cost of business that they are having to deal with right
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 judge this. This is
just what we have experienced in similar types of effortsnot simi-
lar efforts, but other programs, that there is a lot of education of
employees that has to be done.

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 UI to be used for train-
ing. We also thoroughly endorse the idea of using IRA drawdown.

In my own personal opinionand I am not talking for the CED
trusteesmany people who become unemployed 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 us; 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 toit'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 those 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
just think the tax rate at this time is probably untimely, and I am
not sure whether it would be effective.

Thank you very much.
[Prepared statement of Nathaniel Semple follows:]

:;. ..t.,
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PREPARED STATEMENT OF NATHAN= M. SAMPLE, VICE PRESIDENT, COMMIT= FOR
ECONOMIC DZVELOPMENT

MR. CHAIRMAN,

My name is Nathaniel M. Semple, and I am Vice President

of the Committee for Economic Development. CEO 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.

4

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 group that the bill

wants to help -- specifically 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 83 a 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 like asking a member of Congress to

accept $40,000 instead of $70,000.

Clearly, nut 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 a new job and then

combines it with employer-based training. Training programs

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

a new tax on top of an already 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 testimony.

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 Hay, the National 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 they

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, Hrs. 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 allow IRAs to be drawn on for training

under certain conditions. These we find useful ideas. I would

148



145

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

investment in the United States has remained fairly constant as

the percentage of GNP over the past decade and a half. We 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

are continuing to push forward on their proposals. I believe

we need to learn a lot more about what way we should go and I

would not urge moving on these two proposals until we do. As I

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

system.

Again, thank you very much for letting me testify and I

will be pleased to answer any specific questions yoe may have.
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Mr. HAYES. Mr. Carnevale.
Mr. CARNEVALE. Let me begin by saying, very much as Nat has,

that both these bills, H.R. 26 and H.R. 1219, include what is, in leg-
islative terms, I think, always a precious cargo; 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 themupon 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 real advance-
ment and movement towards good jobs with training and career
ladders.

So, those are my general concerns, although I think there are
many things to be said about these proposals that are very positive.
First of all, they do attempt to be preventive. The current public
job training system by its very nature attempts to solve the prob-
lem after the horse 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 cases.

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 employees 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 resources
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 johci 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, H.R. 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. While we
have built a huge public and not-for-profit education and training
system which focused on young people when the baby boom was
young, which rocued on job 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 employers pro-
vide, by available estimates, about $180 billion in e.i-the-job train-
ing, informal training, coaching, as it were, and another $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.

It is a large enterprise, one that has been largely ignored until
lately.

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 adaptability 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
cost 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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PREPARED STATEMENT OF ANTHONY CARNEVALF., AMERICAN SOCIETY FOR TRAINING 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 Training

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 extent 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 post-secondary education for the baby boom as that bur-
-

geoning population shouldered its way through childhood, 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 develop-

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 elementary, secondary and even post-secondary

educational institutions. Training and human resource development

services are increasingly delivered to a working population.

Moreover, available data suggests that adult Americans would prefer

that their developmental services be delivered through the work

place.

Economic Adoption

The processes of competitive skill

erated as the internationalization of

intensified the pace of economic and

balance these forces have created more

adaption have also accel-

the American economy has

technological change. On

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

healthy economic and technological changes need to be retrained.

In general these dislocated workers represent a relatively small

proportion of the nation's labor force. According to a Nove4ber

30, 1984 Bureau of Labor Statistics report, of the 5.1 million

employees who had been on C,a job for three years before being

displaced over the four year period between January of 1979 and

January of 1984, 60% had been reemployed, 25% were still looking

for work and 700,000 had dropped out of the labor force. Those

former employees actually forced to drop out of the labor force

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.

Employeea 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 underway in the work 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 because they are

evolutionary. Economic and technological adaption exacts marginal

changes among the bundle of tasks associated with individual jobs

or occupations. These subtle shifts in job requirements are rarely

noticed outside she 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 evolve into an

entirely new occupation or j description. The employer-based job

training system is the key element in adapting the nations human

resources to changing skill requirements. Even in periods of

relatively rapid economic and technological change, competitive

skill changes are evolutionary not revolutionary.

Incremental shifts in prices, products, technologies and

competitive advantage effect marginal changes in employee 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 require-

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 an'A technological impacts on job requirements. The
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employer-based training system is our first line of defense in the

effort to adapt to economic and technological change and to main-

tain international competitive advantage.

Productivity, International Advantage and Technology

Workplace training is also key in promoting pz:oductivity,

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. Individualized learning outside the work place contri-

butes to employee productivity only to the extent it provides

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 technologies for fear of losing

their jobs. In fact, it is rare for even the most extreme wage

pressures to result in actual wrge 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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Team 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. Between 1980 and the year 2000, population

growth in the twenty to fJrty 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 _e comparative data first became available

in 1929. Moreover, "working smarter" or learning on the job shows

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 also has a clear and critical role in

developmert of individual 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

1983 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.
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Skill Shortages

Workplace training is surprisingly, important in developing

basic job skills even among professional, and 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 wane and train it into the skill they need. This is

even true among the most highly skilled professions. In 1979, for

instance, most new engineering jobs were not filled by new engi-

neering graduates. In 1983 fully a third or 33% 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 all of that training in the work place as compared with 40%

who said they received some or all of their training 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 70% 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

profeasionals 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 achools.

*Since many trainees responded that some of their training comes

from both employer and other institutions, there is overlap between

employer provided and other training. Figures then, will not add

to 100%. (Source: Bureau of Labor Statistics, 1984)
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The latter figures likely understate the amount of training

leveraged through the work place. Workplace training is informal,

especially OJT, and of shcirt duration. As a result it is le

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 a

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 necessarl to set up

their own in-house training staffs or programs. We estimate that

381 of formalized work place training is paid for by employers but

bought outside the work place. As the above data would suggest,

most ofthe outside training paid for by employers is professional,

management, technical and sales training. Also, as the above data

would suggest, 641 of thn training paid for by employers but

provided outside the work place is provided by schools. Another

141 is bought from the 'training industry," 121 from professional

or labor organizations and the rest from government, community

organizations and private tutors.
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Size and Scope of Training

Overall spending for training by employers is sizeable.

Employers may spend as much as $30 billion per annum on formal

training alone and an estimated additional $180 billion per year on

informal OJT. Total spending for formal and informal employer-

based training adds to roughly $210 billion. This compares with an

annual expenditure of $133 billion for public and private elemen-

tary and secondary education and roughly $95 billion for public and

private higher education.

The most impressive aspect to employer-based training is its

direct connection to opportunity and lifetime earnings for indivi-

duals. Econometric studies have consistently shown that only 15%

of the variation in income among Americans can be accounted for by

formal education. The remaining 85% is accounted for by learning

in the work place. Earnings are driven by the ability of working

teams to learn together in the context of appropriate technology.

It is this reality that accounts for the fact that earnings varia-

tion among people with the same education level consistently equals

the earnings variation in the nation's population at large. In

more concrete terms, this is why auto acd steel workers were able

to command salaries so much greater than other industrial workers

with equal educational achievement and attainntant for so long.

The Disadvantaged/Dislocated

The importance of employer-based training is also evident in

our experience with training for disadvantaged and dislocated

workers. Our experience with the training of disadvantaged and
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dislocated workers has taught a simple and st,aightforward lesson:

TRAINING DOES NOT CREATE JOBS. JOBS CREATE TRAINING. It is access

to jobs with training and associated career ladders that provide&

lifetime opportunities and successful career transitions. Job -

specific training outside the context of a specific job is folly.

The function of all training outside the context of the job is to

give individuals sufficient basic intellectual and occupational

skills so that they are job ready or training ready. The evalua-

tion data on public job training programa is clear on these points.

Training closest to the job is most successful. Where jobs are

unavailable at the end of the training period and training is not

targeted on a specific job, training is no more successful and much

more expensive than simple job search assistance.

The American Society for Training and Development members

believe that the current and future status of employer-based

training raises important issues: First, are we doing enough

employer-based training? There is substantial evidence to suggest

that we are underinvesting in work place training. In theory,

employers are likely fo underinvest because they cannot own human

capital, guarantee a future stream of investment returns or measure

investment risks and potential gains effectively. In practice,

surplus labor markets encourage employers co buy rather than make

human capital and to pirate trained personnel away from competitors

willing to invest in training.
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Second, how does the current tax system and proposed changes

affect employer-based training? A recent study by the Congres-

sional Research Service concludes that "human capital is taxed at

rates which are as great or perhaps even greater than those awiied

to other investments...It might therefore be socially desirable for

the government to provide some type of subsidy to employers to

provide training..." In order to shed further light on tax issues,

ASTD has contracted a major tax study which will be made available

to Congress by early fall.

Third, does the future portend a need for more or less

employer-based training? All signs including those mentioned above

suggest a growing emphasis on human resource development in the

work place. The pace of economic change seems unrelenting. Demo-

graphic changes and the absence of inflation suggest unemployment

rates below six percent in the foreseeable future. Should labor

markets tighten significantly, employers will have to make, rather

than buy, a much larger share of their skilled employees. More-

over, should unemployment rates slip below six percent, employers

'i.1 be drawing their entry level employees from among a population

with nigh concentrations of persons with significant basic skill

deficiencies requiring significant human development investments if

they are to be made ready for training on the job.

The American Society for Training and Development welcomes

Representatives Johnson, Clinger, and the House Wednesday Group's

interest and applaud the foresight demonstrated in the introduction

of H.R. 1219, the National Training Incentives Act.

We are generally pleased with the provisions contained in this

bill. We feel H.R. 26, the Individual Training Account has some

positive merits; however, we are concerned that it may become a way

to shelter income, rather than increase training. We will continue

to work with Congress as legislation develops.

166'
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Mr. HAYES. Mr. Carey.
Mr. CAREY. Thank you very much, Mr. Chairman.
My name is Dennis Carey. Thank you for the opportunity to tes-

tify on H.R. 26 and H.R. 1219.
I have worked with Dr. Choate of TRW on the ITA concept and

implemented a similar program while serving as Secretary of
Labor to former Governor Dupont of Delaware.

I have been asked today to specifically address some of the ad-
minigtrative issues involved in linking LTA's to the unemployment
insurance system. The ITA concept is in many respects complemen-
tary to H.R. 1219. This bill would permit business to deduct from
their tax liability 25 percent of training costs above the company's
average training cost for the last 5 years, allow unemployed work-
ers to finance retraining with money withdrawn without penalty or
taxation from their IRA or annuity accounts, and would remove a
disincentive to retraining by providing that any worker eligible for
unemployment benefits could not be denied such payment due to
participation in a training program.

The IRA provision alone would draw upon an existing finance
system which reaches approximately 13 million households. Other
incentives to invest in training could also be considered. This goes
back to the point that Mr. Semple made. These include allowing
debtor unemployment account States' Federal penalty taxes to be
reduced by a percentage of new State imposed unemployment
training taxes. This provision would encourage employer participa-
tion in training accounts among States hardest hit by unemploy-
ment and where tax rates for employers in those States are already
very high.

The ITA concept blends two of the Nation's best experiences in
training, savings and equity-based systems: The GI bill and the
IRA. The GI bill system has fared well in terms of administration,
where over 3 million used the system in 1976 alone in a variety of
training opportunities; participation rates among those who needed
assistance, including high rates among disadvantaged and minority
populations; and facilitating the adjustment process for our Na-
tion's displaced veterans, including high rates of placement after
training. Like the IRA, the ITA is a savings and equity-based
system. The ITA, as you have heard today, would require equal tax
deductible constributions from both employers and employees alike
and, if unused, would be returned at retirement.

From the standpoint of administration, the ITA could easily be
tied to the existing unemployment tax structure, thereby establish-
ing an important link between income support and mak, tstment
assistance. Such linkage was advocated by the 1983 White House
Conference on Productivity, cochaired by former Secretary of Labor
John Dunlop and William Seidman. The States of Delaware and
California have already taken steps in this direction by implement-
ing a special one-tenth of 1 percent Unemployment Insurance em-
plo fer tax for training.

txperiences in these States have proved to be successful. Other
States, such as Illinois, are in the process of setting up an ITA
system, and three States currently tax both employers and employ-
ees for unemployment benefits. These examples demonstrate the
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administrative feasibility of implementing an ITA system tied di-
rectly to the Unemployment Insurance System.

I have included as part of my formal submission draft legislation
for implementation of the administrative requirements for an ITA
system at the State level. This draft was reviewed by key employ-
ment security managers at the State level, and their assessment
reads as follows:

It would seem the implementation of such a program would par-
allel a training tax system, specifically, a billing and collection
system separate or piggy back with the UI tax, an accounts receiv-
Ale system, and a funds distribution system would be required.
While the initial startup would require a concerted effort by State
agency staff to ensure an efficient and effective system, once oper-
ational, an ITA program would be easily managed with sufficient
staff. It is important to recognize that an ITA will result in in-
creased fiduciary responsibilities for employers. The issue of how
employees working for more than one employer would also have to
be resolved, as well as the issue of who pays the administrative
costs.

In addition to examples of quasi-ITA initiatives at the State
level, collective bargaining agreements at Ford, General Motors,
AT&T, and GE have set up special employer or joint employer-em-
ployee systems financing training and job search programs, with
some success.

Reform measures must be guided by the following administrative
principles:

No. one is individual choice. Ultimately the workers themselves
must be given individual choice in the basic decisions made in any
adjustment program.

No. two is comprehenisve coverage. The program must cover ev-
eryone who is displaced.

No. three is linkage to income support. The program should be
linked to the UI System so workers have income while experienc-
ing the readjustment process.

Early inventionthe program should encourage early recogni-
tion by the dislocated worker of marketable skills and job prospects
to encourage realistic assessments of the workers opportunities and
job search assistance provided accordingly.

Assured financingthis will require a new financing mechanism
that does not require annual appropriations from the Federal,
State, or local governments.

Flexibilitybecause of the uncertainty of structural change, the
program must be flexible enough to meet the diverse needs that
may arise.

The improvement of existing systemsthe Employment Service
and offices of labor market information must be given improved
technology and a clearer mandate.

In summary, H.R. 26 and H.R. 1219 incorporate these basic prin-
ciples and are needed to help deal with structural changes in the
economy precipitated by rapid technological change, increased pen-
etration of domestic markets by our global competitors, increased
investment of foreign capital as a percentage of gross national
product, and changing consumer preferences. They also have the
potential of reducing demand on the unemployment insurance

1681
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system, and other social programs such as food stamps and welfare,
the Trade Adjustment Act Program, which has essentially served
as an income maintenance vehicle and not an adjustment vehicle,
and title III of the new Job Training Partnership Act. At the same
time, these measures can help to increase the productivity of indi-
vidual firms, thereby strengthening our national competitive posi-
tion.

I have provided for the formal record a more elaborate text for
your review. Thank you.

[Prepared statement of Dennis Carey follows:]

16.
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PREPARED STATEMENT Or DENNIS CAREY, Pita, THE HAY GROUP,

The Individual Training Account Content

EXECUTIVE SUMMARY

Thank you for the opportunity to testify on H.R. 26, The

National Individual Training Act of 1985. and H.R. 1219, The

National Training Incentives Act of 1985. I have worked with

Dr. Choate of TRW. Inc. on the (Individual Training

Account) concept and implemented a similar program while serving

as Secretary of Labor to Governor Dupont of Delaware. The I.T.A.

concept is. in *any respects, complimentary to H.R. 1219. This

bill would permit business to deduct from their tax liability, 251

of training costs above the company's average training costs of

the last five years. allow unemployed workers to finance

retraining with money withdrawn, without penalty or taxation, from

their I.R.A. or annuity accounts, and would remove a disincentive

to retraining by Providing that any worker eligible for

unemployment benefits could not be denied such payment due to

participation in a training program. The I.R.A. provision alone

would draw upon an existing finance system which reaches

approximately 13 million largely working class households. Other

incentives to invest in training could also be considered. These

include allowing debtor unemployment account states' Federal

penalty taxes to be reduced by a percentage of new state imposed

unemployment training taxes. This provision would encourage

employer participation in training accounts among states hardest

hit by unemployment.

The I.T.A. concept blends two of the nations best experiences

in training, savings and equity systems -- the GI Bill and the

I.R.A. The GI Bill system has fared well in terms of

(1) administratioa -- over 3 million used the system in 1976 alone

in a variety of training opportunities. (2) Participation rates

among time who needed assistance - including high rates among

disadvantaged and iinority populations, and (3) fealitatipa the

adiUstment___Process for our nations' displaced veterans --

1 7'0
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including high rates

I.R.A.. the I.T.A. is

would require equal
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of placement after training.

a savings and equity system.

tax deductible contributions

Like the

The I.T.A.

from both

employers and employees. and if unused. would be returned at

retirement.

Prom the

be tied to

establishing

readjustment

White House

Secretary of

of Delaware

standpoint of administration. The I.T.A. could easily

the existing unemployment tax structure, thereby

an important link between income support and

assistance. Such linkage was advocated by the 1983

Conference on Productivity, chaired by former U.S.

Labor John Dunlop, and William Seidman. The states

and California have already taken steps in this

direction by implementing a special .1% Uneaploysent Insurance

employer tax for training. Experiences in these states have

proved to be successful (e.g., see attached June ti. 1985

Wilmington Delaware News Journal paper article). Other states.

such as Illinois. are in the process of setting up an I.T.A.

system, and three states currently tax both employers and

employees for unemployment benefits. These examples demonstrate

the administrative feasibility of implementing an I.T.A. system

tied directly to the Unemployment Insurance system.

I have included as part of ay formal submission draft

legislation for implementing the administrative requirements for

an I.T.A. system at the state level. This draft was reviewed by

key employment security managers in the State of Delaware and

their assessment reads as follows:

It would seem the implementation of such a program would

parallel the .1% Training Tax system we are now

administering. Specifically, a billing and collection

system (separate or piggy back with the UI tax), an

accounts receivable systea, and a funds distribution

-P 1
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system would be required. While the initial start-up

would require a concerted effort by agency staff to

ensure an efficient and effective system. once

operational. an I.T.A. program would be easily managed

with sufficient staff. It is important to recognise that

an I.T.A. will result in increased fiduciary

responsibilities for employers. The issue of how

eiployees working for more than one employer would be

treated will have to be resolved, as well as the issue of

who pays the administrative costs."

In addition to examples of quasi-ITA initiatives at the state

level, collective bargaining agreements at Ford and GM. AT&T. and

GE have set up special employer or joint employer-employee

financed training and job search programs for displaced workers.

In addition, the Business Roundtable of the U.S.. in a recommended

policy statement dated April 23. 19134, reads in part that "the

Business Roundtable membership views the employment security of

its workforce as a major corporate objective and financing

alternatives for such a program should include consideration of an

increased payroll tax based on equal contributions by employers

and employees".

Reform measures must be guided by the following administrative

principles:

INDIVIDUAL =Ica -- Ultimately. the workers themselves must

be given individual choice in the basic decisions made in any

adjustment program.

COMPREHENSIVE COVERAGE -- The program must cover everyone who

is displaced.

172
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LINKAGE TO INCOM3 SUPPORT -- The program should be lir'.od to

the Ul system so workers have income while in training.

EARLY INTERVENTION -- The program should encourage early
recognition by the dislocated worker of marketable skills and job

prospects to encourage realistic assessments of the workers

opportunities and job search assistance provided accordingly.

ASSURED FINANCING -- This will require a new financing

mechanism that does not require annual appropriations from

Federal, state or local governments.

yLEXISILITY -- Because of the uncertainty of structural

change, the program must be flexible enough to meet the diverse

needs that may arise.

IMPROVING EXISTING SIM= -- The Employment Service and

offices of labor market information must be given necessary

resources. modernized technology, and a clear mandate.

H.R. 26 and H.R. 1219 incorporate these basic principles and

are needed to help deal with structural changes in the economy

precipitate(' by rapid technological change. increased penetration

of domestic markets by our global competitors, increased

investment of foreign capital as a percentage of GNP. and changing

consumer preferences. They also have the potential of reducing
demand on the unemployment insurance system, and other social

programs such as food stamps and welfare, the Trade Adjustment Act

program, and Title 3 of the Job Training Partnership Act. At the

same time, these measures can help to increase the productivity of

individual firms, thereby strengthening our national competitive

position.

A more extensive prepared statement with attachments are

included for the written record. Thank you.
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The Individual Training Account Concept

Rapid technological change, increasing penetration of

domestic markets by our global competitors, increasing

investment of foreign capital as a percentage of GNP, and

changing consumer preferences are redefining the demand for and

structure of work in Amertca. A few facts highlight these

shifts:

Two decades ago, 6% of the U.S economy's goods
producing sector was exposed to foreign competition
compared to over 70% today.

Two decades ago, trade and foreign inuestment was 13%
of the U.S. GNP compared to over 25% today.

Two decades ago, the manufacturing sector produced 29%
of the U.S. GNP compared to less than 25% today.

These shifts are fueling demands for protectionism, plant

closing legislation, and negotiated employment security

guarantees by workers caught in the squeeze of a rapidly

shifting economy. The cost impact of these pressures are

incalculable in lost flexibility, competitiveness,

productivity, and higher prices for goods and services. At the
same time, investments in meaningful readjustment assistance

are increasing. In a recent survey, 10% of collective

bargaining agreements in the United States incluaed clauses

dealing with the displacement of workers by technology, with

approximately 35% providing retraining. More companies are

also establishing Voluntary Notice programs, Crisis Centers for

workers facing unemployment, Career Assistance Centers to help

employees and their families through the jobloss period, and

Employee Ownership Plans to help keep companies aliue.

For those already unemployed, tens of billions of dollars

per year are poured into unemployment insurance payments

financed through employer payroll taxes. The system,

established under the Social Security Act of 1935, has

responded brilliantly in cushioning loss of income during

temporary ups and downs of the business cycle, but poorly in

dealing with structural change and facilitating the necessary

r74
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adjustments. Employers are becoming more aware that the

development of human capital is their most powerful competitive

weapon. This perception needs to be translated into effective

policy that encourages training and readjustment not only for

those at risk, but also for those out of work.

Pat Choate, Senior Policy Analyst of TRW, Inc., recently

observed that continued unemployment of displaced workers

creates high costs to the economy in terms of the diminished

competitiveness of individual firms, reduced Gross National

Product because of lost production, increased demands on the

Unemployment Insurance System, and a greater reliance on social

programs such as welfare and food stamps. Moreover, the high

personal costs to the affected workers and their families are
incalculable. In exploring these topics, we addrlss the

questions of how many displaced workers there are, and what is

being done to help them; and than offer guidelines for creating

new efforts, including strategies for retooling the

Unemployment Insurance System.

HOW MANY DISPLACED WORKERS ARE THERE AND WHAT IS BEING DONE TO

KELP THEM?

Estimates on the number.of displaced workers range from

100,000 to over three million. The problem is one of

definition, the limited research that has been done, and the

difficulty of tracking a labor force in transition. The COO

recently estimated that there were 435,000 to 815,000 displaced

workers. Perhaps the most comprehensive estimate is a November

1984 study by the Bureau of Labor Statistics. It concluded

that roughly 5.1 millions experienced workers (at least three

years tenure) lost their jobs between 1979 and 1964 because of

plant shutdowns and staff cuts. The study also revealed th

of this number, 3.1 million had found new work by January 1984

and two million were still unemployed or had dropped out of the
labor market.

5
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A study released in 1985 by the Northeast-Midwest

Congressional .oalition also found that the number of long term

unemployed (those out of work more than six months) was 33%

higher in Juno 1984 than April 1980, and the average length of

unemployment rose from 11.3 weeks to 18.6 weeks in the same

period. It is clear that despite some disagreement on the

numbers of displaced workers, the problem is significant and

costly to the economy.

Since the Great Depression, the Federal government has

funded a variety of counseling, retraining, and income

maintenance programs.to assist displaced workers. Twenty -two

Federal grant-in-aid programs, most of them created during the

last two decades, are designed specifically to assist certain

industries in hard-hit areas or those affected by imports.

Examples include the Trade Adjustment Act, and programs to

assist persons from the Redwood National Park in California, to

the railroads in the Northeast.

In 1982, Congress passed the Job Training Partnership Act,

which included a separate Title III for displaced workers.

Eligibility for funds, unlike the programs that preceded it, is

not limited to a particular industry condition or location.

Rather, any worker who had received notice of layoff would be

eligible if it appeared likely that he would not return to

work. States were required to match the Federal contribution

and were encouraged to provide retraining to recipients by

allowing states to count workers unemployment benefits received

while in training for up to 50% of the match. Unfortunately,

it has been estimated that the $223 million allocated for FY'84

is adequate to serve only 4% of those eligible for its

services. There has also been criticism from certain sectors

that services should be available before notice of layoff is

given, and not after the fact.
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In the private sector, joint managementlabor initiatives

have recognized the importance of early intervention

strategies. The 1982 agreements with Ford and GM provided that

each company establish a worker readjustment fund,

accumulating at five cents an hour for counseling, jobsearch

assistance, retraining and personal devilopment programs for

those still working. Under the 1953 contract between the

Communications Workers and AT&T, employerfinanced training

opportunities and relocation assistance will be available to

workers affected by technological change. A recently

negotiated agreiment at General Electric also provides special

assistance to displaced workers.

Other agreements more powerfully reflect the fear employees

have for losing their jobs. Pressures for nolayoff

provisions, no plant closings, and no reduced hours are

increasing. Examples include the International Brotherhood of

Teamsters and National Master Freight; United Food and

Commercial Workers and Armour, Wilson & Hormell; United

Steelworkers and Timkin; and Amalgamated Clothing and Textile

Workers and Xerox. In some cases, pay, cost of living

adjustments and benefits were frozen or restrained in return

for guaranteed employment or advance notice of future plant

closings. The United Steelworkers/Timkin agreement, for

example, established an 11 year moratorium on strikes in the

Canton, Ohio plant in exchange for a promise not to build a

plant in the South.

Such guarantees have not escaped criticism from business

executives who argue persuasively that employment security

provisions can be costly and even dangerous. Alexander B.

Trowbridge, President of the National Association of

Manufacturers, for example, has said that "guaranteed jobs can

mean enormous costs, reduced flexibility in management and

investment decisions, and reduced funds available for

technological modifications to increase productivity." This

view differs sharply with a recent national policy study by the
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Work in America Institute which suggests that "employment

security" should be adopted as corporate strategy because

increasing security can serve to improve the economic

performance of the company and strengthen the loyalty of its

workforce."

As the debate on employment security provisions continues,

related political pressure for protectionism at the national

level and plant closing legislation in the states intensifies.

Between 1980-82 more than 20 state legislatures debated some

form of plant closing legislation. Eleven states have enacted

laws, and two*(Msine and Wisconsin) have mandatory

prenotification clauses that impose financial sanctions on

companies who fail to comply. The process of adjustment in a

changing economy will not be easy, and will include continued

pressure to regulate the marketplace in a variety of ways.

However, what it needed are policies and programs that

encourage investment in training, retraining, and readjustment

assistance to address the longer term issue -- how to remain

globally competitive and economically viable as a nation.

Guidelines For An Effective Disclosed Worker Pragram

If the nation's displaced workers are to be assisted in

making the transitions they face, several actions are

required. The most important of those is to prevent worker

displacement in the first place. But if that is to be, then

employers must be encouraged to invest more in the training of

their workers -- to keep their skills abreast with the changing

demands of their work. The American Society for Training and

Development estimates that $15-30 billion per year is spent by

employers to train their labor force. This figure is

indicative of the high priority attached to training by the

employer community, but more needs to be done.

Additional incentives are required to encourage a greater

commitment to job related training. The 1983 White House
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Conference on Pr:ductivity recommended adjusting the federal

tax code in ord. to put training investments on an equal

footing with capital, and encouraging senior management to

increase the visibility and status of training in both the

firm's planning and line operation. By encouraging more

training by employers, much worker displecoment can be

prevented, but not all.

As a consequence of rapid economic change, millions of

gdditional workers will be displaced in the years ahead. If

they are to be reemployed efficiently, reforms in the nation's

training policies are required. Some of these reforms involve

caking existing programs better. Others include new policies

and firancing mechanisms to facilitate workforce adjustments.

These reforms need not be made all at once, but can be

undc-taken individually, as time and circumstances permit. To

ensure that individual reforms will eventually fit into an

ordered whole, however, it is necessary to define some basic

principles that should guide both the reform of exiting

programs and the creation of new ones:

1. Individual Choice -

Ultimately, the displaced workers themselves bear the major

costs associated with structural unemployment and have the

most to gain from their own reemployment. Thus, to the

full extent possible, these workers must bo given

individual choice in the basic decisions made in any

adjustment assistance program.

2. Comprehensive Coverage

Because the incidence and timing of structural unemployment

are difficult to predict -- potentially affecting anyone:

anywhere -- any program to assist displaced workers must

cover eteryone who is displaced.
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3. Linkage of Disalesed Worker Assistance to Income SUPP rk

Any new displaced worker assistance program should be

linked to the Unemploymont Insurance System so workers have

income while they are in training.

4. Early Intervention

Under existing displaced worker programs, too long a period

is permitted to elapse before action is taken. This slows

the processes of worker adjustment and raises the costs, to

both business and government, of operating the UI system.

Earlier intervention is urgently required. Programs should

encourage early recognition by the dislocated worker of

marketable skills and job prospects to encourage realistic

assesments of, the worker's opportunities, and job search

assistance provided accordingly.

5. Assured finEnsing
If comprehensive coverage and early interventions are to

become a reality, assured financing is needed. This will

require a new financing mechanism that does not depend on

annual appropriations from the federal, state or local

governments.

6. Flexibility

Because of the uncertainty of structural change, any

displaced worker adjustment assistance system must be

flexible enough to meet the diverse needs that may arise.

7. Improve Existing Systems

Many of the elements of an effective comprehensive

displaced worker program -- such as the Employment Service

and offices of Labor Market information -- already exist.

Their programs such as job referral services and counseling

systems must be given necessary resources, modernized

technology and a clear mandate.
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Reforms in current programs will substantially enhance the
quality and effectiveness of the nation's displaced worker
assistance efforts. Even after existing systems are improved,

however, the linchpin of a comprehensive displaced worker

assistance program will have yet to be put in place -- namely,
a new mechanism that can effectively guarantee the Availability

of retraining and relocation assistance for the millions of

workers whose jobs will be abolished in the years ahead.

The costs of retraining will be

Moreover, not all workers will need

relocate. Simply put, no one knows

retraining -- only that many will.

is required.

fte-Employment Strategies

high but not prohibitive.

or want retraining or to

how many will want or need

Thus, a flexible approach

There are a number ways to provide for a comprehensive and

flexible displaced worker assistance system, including direct

federal or state funding; the use of some part of Unemployment

Insurance entitlements for retraining; or the creation of

Individual Training Accounts (ITA).

Pat Choate of TRW, Inc., in recent testimony to the Joint

Economic Committee of the U.S. described the ITA concept as a

flexible, simple-to-administer, self-financing system designed

to speed the re-employment of displaced workers by providing

funds for retraining and, if necessary, relocation as well.

Because it is self-financing, the ITA would not add to the

already severe financial pressures on the UI system; nor would
it depend on annual grant-in-aid appropriations from the

Congress. It would require that both employers and employees

maks contributions, to the immediate tax advantage of both
parties. Workers could draw down from the account when they
needed retraining. If it was not needed, the worker could draw

it down upon retirement, similar to an IRA. While the ITA has
been ooposed as a federal initiative, individual states could
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have their own programs, particularly if federal income tax law

were changed to treat ITAs similarly to IRAs. Further, the

Unemployment Insurance payroll tax could be used to collect

employer and employee contributions.

Choate, who developed the ITA concept, has pointed out that

the ITA blends two of the nation's best experiences in training

and savings -- the voucherbased national retraining program,

the G.I. Bill, and the savings and equitybased system. the

Individual Retirement Account. However, opponents argue that

it will draw huge sums of money out of the economy and if set

up as a voluntary system, will not attract those who can't

afford it and need it the most -- displaced workers and their

financially troubled employers.

Anoth6r approach is to modify the unemployment insurance

system t'., link income maintenance support to readjustment and

retraining. A massive system ($30 billion was spent in 1982)

fine :Iced almost entirely through taxes on employers, it has

performed brilliantly in dealing with cyclical change, yet has

done next to nothing to facilitate unemployed worker adjustment

through retraining, relocation, and bmeic education. It is

shocking that, at last count, only onequarter of 1 percent of

UI claimants are being retrained. Between 1976-1961, e.g.,

approximately $16 billion vas spent on extending unemployment

insurance beyond the normal entitlement period. Yet only t53

million, or 1/2 of 1 percent of the total was spent on

retraining and readjustment assistance. This compares with a

12 percent commitment of funds to reemployment through the

unemployment system among the nations in the European Community

with a high of 23.5 percent in Germany.It is ironic that in a

country with a strong work ethic, most of the money we spend to

help the unemployed is simply to maintain their income. The

unemrloyment insurance system needs retooling.
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Since the 1930s, the Unemployment Insurance System has been
a first line of defense for the individual and the economy,
helping to maintain income and essential expenditures and
preventing a downward spiral brought on by massive cuts in
consumer spending. At all times, it permits workers with

marketable skills with the opportunity to search for work at
their highest earnings level; finding a job at the highest
skill level is good for the individual and the economy.

However, we have large numbers of UI claimants whose prospects

for re-employment are stymied by obsolete skills or inadequate
basic education.

It has been historically true that in all states a person
had to be sane and available" for work in order to be eligible
for UI. In the majority of states, it is also necessary to "be
actively seeking work." This has meant in the past that a

person who decided that going to school to learn a new skill
was necessary for re-employment would be denied such benefits;

such a person was not available for work, and not actively

seeking work from day to day. In legislation passed by

Congress in 1970, proposed by then Secretary of Labor George

Shultz, states were prohibited from denying benefits to workers
enrolled in training "with the approval of the state agency."

Secretary of Labor Willard Wirtz had advocated similar measures
earlier.

Unemployment insurance is, however, administered by the
states and not by Washington. The seemingly clear change in a
federal law can mean little without a real desire to give it

meaning in the office of a Governor or state Secretary of
Labor. We know of one state that denies benefits to anyone
enrolled in school full-time; no one is approved to enter

.training. On the othor hand, a few states have programs to

actively encourage claimants who need training to enroll in
it. Most states are likely to be somewhere in between; they
comply with the federal law, provide some fine print in their
materials about this right, but leave it entirely to the
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claimant to seek to take advantage of it.' The agency

administering unemployment insurance is not a training agency;

therefore, it will require actiue intervention and the

involvement of the business community if this new opening in

the UI law is to be used and deueloped to bolster the skills of

genuinely dislocated workers. Private industry councils and

State Chambers of Commerce need to focus on these issues to

bring change at the state level.

There is some prospect of agreement on a better fit between

UI and retraining among employers and unions. A National

labor-management Committee on Displaced Workers, chaired by

former Governor Pierre S. duPont IV, then Chaiiman of the

National Governors Association Task Force on Employment

Security, recommended the following in January of 1983:

The Committee recommends that all states review the
opportunities available under existing federal and state
unemployment insurance laws under which persons drawing
unemployment benefits can enroll in approved training
witho0 losing their benefits. When displaced workers

ctnerwise exhaust benefits without becoming
re-emyloyed, unemployment insurance costs may be reduced at
the same time that workers are helped to adjust to economic
change, under careful administrative arrangements.

The first question asked in any discussion of retraining

dislocated workers is: retraining for what? The involvement

of the Private Industry Council is critical in identifying

demand occupations, and appropriate training opportunities.

This is done in Delaware, along with the development of a

projections system, in cooperation with the University of

Delaware. The validity of the judgments made is to be found in

the results; in Delaware, 80 percent of those trained are

placed in jobs.

The new Job Training Partner hip Act mandates that the
states continue to pay benefits to claimants who enroll in
JTPA training. However, the funds available for retraining
dislocated workers under JTPA are quite limited.
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While the Delaware program refers to training opportunities

purchased by the state, early intervention through the UI
system can go beyond this. The audit segment of the education

enterprise has been growing rapidly as community colleges move

increasingly to serving adults, and as higher education

institutions develop new "non-traditional" programs for adult
students not heretofore served. But these opportunities, often

with modest tuition fees, are spread throughout large

metropolitan areas, and displaced workers may not connect with
them without assistance. UI claimants who need retraining need

assistance in drawing on these community institutions, if they

cannot get free training from a state/federal program under the

Job Training Partnership Act. If the get help earls, while

they still have some savings and UI to live on, a significant

number can meet their own needs for new skills. Such

"educational advisement" or "educational brokering" services

have been developed in many places over the last decade; New
York State, e.g., is operating seven centers using educational

funds appropriated by the state legislature. The new element
is bringing these services to bear early on in the case of

workers dislocated from their Jabs.

Paving for Re-Emelovment Strategies

In 1983, the Human Resources report of the White House

Conference on Productivity, reflecting the views of a

conFerence co-chaired by John Dunlop and William Seidman

concluded: "It would be desirable to use in some measure the

Unemployment Insurance Trust to assist training and

retraining." Linkage between UI and retraining has had

bipartisan support at the federal level and has been advocated
by the Business Roundtable of the United States. The

Roundtable's recommended policy statement of April.23, 1984
reads, in part:

"Both the public and private sectors share the
responsibility for alleviating the severe social and
economic costs of worker displacement. We are recommending
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a strong private role and a new comprehensive government
effort which together will demonstrate the firm commitment
to jobs for American workers required of a competitive and
concerned society. The Business Roundtable recognizes that
the private sector must make a commitment to the employment
security of its work force. This should begin with efforts
to fully utilize existing employees to meet changing
demands of the economy and continue with support of public
programs when the employer can no longer provide work. The -
Business Roundtable membership views the employment
security of i4.e work force as a major corporate objective
and financini ernatives for such a program should
include consi. .ion of an increased payroll tax based on
equal contrit' ns by employers and employees."

This recommondation could be implemented through the ITA

approach or could be linked to the unemployment insurance

system. While some have talked in terms of "using UI payroll

taxes to pay for retraining," this is not possible in a literal

sense, at least under existing federal and state law. Taxes

collected under UI law must be used for UI benefits. But it is

certainly possible to use the UI tax collection system to

collect an earmarked training tax to provide funds for

retraining and other readjustment strategies. The mechanism is

there in the form of a payroll tax on employers. Whether it is

desireable to do this depends on the priority assigned to

retraining by the state and the benefits recognized by the

employers who have to pay the tax.

The reaction of a state to the use of the UI tax collection

system to collect a new tax for training will also depend on

whether its UI system has a surplus or is in debt to the

federal government. Given a desire to invest in retraining,

there are two different ways to approach the use of the UI

system for taxing that will minimize the effect on employers

and at the same time secure funds for retraining. In states

with a surplus, the UI tax can be lowered more than the amount

of the new training tax, thus providing employers with a net

tax reduction. In debtor states, where a federal payroll tax

is in effect to force repayment of loans made to the state, a

training tax can be levied when the loan is paid, in an amount
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less than the special tax employers have been paying because of
the loan, thus also resulting in a net tax reduction. In 1984,
twenty states were in debt to the federal government.

California is an example of a state with a surplus, Delaware of
a debtor state.

In California, where there was a UI fund surplus of $2.7

billion in 1982, taxes on "positive reserve" employers'
payrolls were reduced at the same time that a new equivalent
.1% tax for training yielding $55 million was imposed. About
two million workers were eligible in 1982 under the definition
that workers would bicoms eligible if they were UI claimants,
likely to become claimants or benefit exhaustees. Training
does not begin until employers agree to participate and hire
program completer:. The funds are administered by the

California Employment and Training Panel. Delaware, a debtor
state, recently paid off its federal debt, leading to a .6
percent employer federal penalty tax reduction. Employers in
Delaware accepted a proposal that a .1 percent tax be retained
to be used for schooltowork transitions, industrial training,
and dislocated worker programs, resulting in a .5 percent tax
reduction. This provided for i 32 percent increase in training
dollars available for private industry council use under the
Job Training Partnership Act. The unemployment insurance tax
could also serve as the principal funding vehicle for an

Individual Training Account concept, which requires employer
and employee contributions. Three states currently impose an
unemployment payroll tax on both employers and employees for
income maintenance. The rest, including our two examples, tax
employers only.

In launching programs similar to what is now being done in
Delaware and California, the cost to employers in terms of the
use of regular UI funds goes up in the short run only if people
referred to training draw U/ benefits for more weeks than if
they were not referred to training. Workers who are truly
dislocated will not find "suitable" work before they exhaust

f
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their benefits. However, the purpose of careful screening at

the outset in selecting workers to be retrained is to sort out

those who need retraining from those who are job-ready with

their existing skills. Careful selection is the key to

avoiding an increase in the duration of the receipt of UI

benefits. The California Benefits Program Second Annual Report

to the legislature, however, found that participation of

unemployed workers in training while they receive UI seems to

increase the duration of benefits and thus increases total UI

costs. However, the program analysis did not consider the

potential return to the worker and the economy that training

provides through future earnings potential, productivity, and

career advancement. In the long run, it seems reasonable to

suppose, given quality training for occupations where there are

job openings, that UI funds could be saved. As more workers

are given skills that fit changing employer needs, there should

be a reduction in the frequency and length of unemployment.

There is no experience, however, that would enable estimates to

be made of the net costs over a period of, say, ten years. In

Delaware and California, employers obviously believe that the

investment is worth the imposition of an earmarked training tax

and, in the case of Delaware, there is complete support for the

present program of early identification of UI claimants who may

need retraining. Ed Jefferson, Chairman of the DuPont

Corporation, and Alexander Giacco, Chairman of Hercules Inc.,

recently referred to this tax mechanism as "creative," and

worthy of support. A recent Northeast-Midwest Congressional

report concluded that the Federal government should do more in

combining UI and training, and that the Department of Labor

should adopt a consistent policy providing this activity.

The approaches described above are modest in terms of cost

and are offered as reasonable step. to those who agree that it

is in the interest of workers, employers. and the economy as a

whole to retrain that portion of dislocated workers who will

not be re-employed without it.
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If we were starting from scratch in dealing with
unemployment, structural change, and dislocation, logic might
well suggest quite different approaches. Out we are not.
Unemployment Insurance is well established and widely accepted,
although there are obvious disagreements on the details. The
Employment Service is also well established and has the key
assignment of getting UI claimants back to work. The
vocational education system has long had experience in
retraining adults. Community colleges are becomingeadult
education and training institutions as w.41 as youth
institutions. We may well need to create new programs for

retraining dislocated workers, but we need to start now by
getting the most out of tho institutions we have and for which
many billions of dollars are being invested each year. The
institutions need to adjust and develop an articulation

strategy geared to helping workers adapt to a changing global

economy, and therefore advance the competitive edge of
America's workforce.

Conclusion

Millions of displaced American workers are in urgent need
of accurate job information, retraining opportunities and
relocation assistance. The need for assistance is likely to

increase as foreign competition, technological change, and

shifting consumer preferences continue to alter demand for and
the content of work.

If this challenge is to be effectively addressed, business
leaders can assist by:

Working active., with private industry councils and

governors tc en..:re that barriers to training in state

UI systems are reduced or eliminated;
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Examining existing employment service and labor market

information programs to ensure that their tax dollars

committed through the federal Unemployment Tax Act are

being spent efficiently;

Working with state government leaders to examine the

effectiveness of current displaced worker programs; and

examining ways to finance training through joint

employer employee funding and link this activity to

a comprehensive review of the state's unemployment tax

structure.

Effective adjustment strategies ere good not only for

displaced workers and their families, but for employers who

continue to face employee pressure through collective

bargaining, governments who face pressure for plant closing

legislation and protectionist measures, and the economy at

large, which shoulders the cost in terms of lost Gross National

Product, lost productivity, and flexibility, higher costs for

good and services. and accelerating social costs for

unemployment insurance. welfere, and food stamps. Readjustment

strategic linked to the unemployment insurance system can help

reduce these pressures while at the same time recognizing that

the economic rules of the game have changed forever.
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BILL NO.

Attachment 1

AN ACT TO AMID TITLE 19, DELAWARE CODE, TO ESTABLISH THE DELAWARE
INDIVIDUAL TRAINING ACCOUNT ACT OF 1984 TO PROVIDE INCENTIVES TO
EMPLOYERS AND EMPLOYEES TO INVEST IN A SYSTEM OF INDIVIDUAL TRAIN-..
ING ACCOUNTS TO BE USED TO DEFRAY THE COSTS OF TRAINING INVOLUNTARILY
UNEMPLOYED WORKERS.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE ar DELAWARE
(three-fifths of all the members elected to each House thereof
concurring therein):

Section 1. Amend subsection (a) of Section 3166 of Title

19, DelaiTsie Code, by adding a new paragraph (5) thereto to read

as follows:

"(5) All monies collected pur.suant to Section 3502 of

this Title."

Section 2. Amend subsection (c) of Section 3166 of Title 19,

Delaware code, by adding a new paragraph (7) thereto to read as

follows:

"(7) The payment of the costs of a program to counsel,

retrain and place involuntarily unemployed workers into

gainful employment, and the payment of the adminisrzative

costs of such a program, shall be from menir. collected

pursuant to Section 3502 of this Title."

Section 3. Amend Title 19, Delaware Code, by adding thereto

a new Chapter 35 to read as follows:

"CHAPTER 35. INDIVIDUAL TRAINING ACCOUNTS

1 3501 Establishment of Individual Training Accounts

There is hereby established the Individual Training

Account Program which shall provide that equal
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contributions from employers and employsee shall be used

to accumulate funds to set up job training accounts to

assist workers in moving from obsolete to demand jobs.

Each much account shall be limited to a maximum of $4,000.

An employee may withdraw funds from the account to pay

costs for training in the event the employee becomes or

is about to become involumatrily unemployed.

3502 DIttrmttntiou and Collection of Training Fund

Contributions

(a) Employer Contribution. In addition to all other

money payments to the State due under Title 19, each

employer liable for assessments under Chapter 33 of Title

19 shall also be liable for a training fund contribution

which shall be levied at the rate of eight-tenths of one

percent (0.8%) per year on total wages payable to each

employee listed on the Quarterly Payroll Report submitted

with the Employer's Summary Assessment Report (UC-8).

(b) Employee Contribution. Employers subject to (a)

above whose employees' wages are listed on the Quarterly

Payroll Report shall deduct and withhold from such wages

for each payroll period a contribution equal to eight-

tenths of one percent (0.8%) of the total wages payable

to the employee during that payroll period.
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(c) Maximum Contribution. Contributions to the Individual

Training Account shall continua until a minimum of $4,000

per employee is reached. The Department shall establish

fund account controls and notify both employer and employees

When that maximum is attained.

(d) information Statement for Employee. Every employer

_required to deduct and withhold contributions under this

Chapter from the wages or other remuneration of an employee

shall furnish to each such employee, in respect to the wages

or other remuneration paid by such employer to much employee

during the calendar year, on or before January 31 of the

succeeding year, or, if his employment is terminated before

the close of such calendar year, within 30 days from the

date on which the last payment of wages or other remuneration

is made, a written statement, as prescribed by the State

Department of Labor, shoving the amount of wages or other

remuneration paid by the employer to the employee, the

amount deducted and withheld as contributions and such other

information as the State Department of Labor shall prescribe.

(e) Employers' Return and Payment of Employer Con:ribution

and Contribution Withheld. Every employer required to

deduct and withhold contributions under this Chapter shall,

for each calendar quarter, on or before the 15th day of the

second month following the end of such calendar quarter,
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file a withholding return as prescribed by the Department

of Labor and pay over to the Department of Labor, the

contribution as so required to be deducted and withheld.

The employer contribution equal to the withheld con-

tribution shall also be paid with this return.

(f) Employers' Liability for Withheld Contributions.

_Every employer required to deduct and withhold contribu-

°don undei this chapter is made liable for such contri-

bution. For purposes of assessment and collection, any

amount required to be withheld and paid over to the State

Department of Labor and any additions to contribution,

penalties and interest with respect thereto, shall be

considered the contribution of the employer. Any amount

of contribution actually deducted and withheld under

this chapter shall be held to be a special fund in trust

for the State Department of Labor. No employee shall

have any right of action against his employer in respect

to any money deducted and withheld from his wages and

paid over to the State Department of Labor in compliance

with this Chapter.

(8) Interest on Unpaid Contributions. Interest shall

accrue on all unpaid contributions as prescribed in

Section 3357 of this Title 19 and shall be collectible

in the same manner.
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s 3503 Disbursement of Individual Training Account Funds

(a) All monies collected under this Chapter shall be

deposited in the Special Administration Fund of the Depart-

ment of Labor and shall be dedicated to the establishment

and implementation of the Individual Training Account pro-

gram to provide for the counseling, training and placement

of involuntarily unemployed workers, and to pay the

administrative costs of such a program.

(b) Except for the administrative costs incurred by the

Department of Labor for its participation in the program,

all monies collected under this Chapter shall in a timely

manner after deposit pursuant to sasection (a) of this

Section, be disbursed in accordance with Department

regulations to the involuntarily unemployed worker seeking

counseling, training and placement under this' program.

(c) Employers are encouraged to establish training pro-

grams essential to maintaining a well-trained State of

the art workforce and to consider employees who become or

are about to become involuntarily unemployed for partici-

pation in such programs. Workers who choose to take part

in such employer-sponsored programs may utilize funds

from their Individual Training Accounts to assist the em-

ployer in defraying the costs of training.
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(d) Workers who have contributed to an Individual Training

Account and have funds remaining upon formal retirement

from the work force shall receive such funds upon verifica

tion of retirement status.

(e) The Department of Leber shall promulgate appropriate

regulations to implement the provisions of this Chapter."

Section 4. The General Assembly shall review on or before

July 1,,1988, the.program established pursuant to this Act and

shall decide whether it should be continued, modified or terminated.

Appropriate legislation shall be necessary to continue levying,

after June 30, 1988, tit coutribution established by Section 3 of

this Act.

Section 5. This Act shall become effective with wages paid

subsequent to September 30, 1984.

SYNOPSIS

This Act establishes Individual Training Accounts to be used
to defray the costs of employee training in the event an employee
becomes or .s about to become involuntarily unemployed.

Employers and employees would invest equal amounts of money
into the Accounts until a maximum of $4,000 per employee is
reached.
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Mr. HAYES. Thank you.
I have a couple of questions that I would like to raise of you, Mr.

Semple. You endorse, if I understood you correctly, the Johnson
bill?

Mr. SEMPLE. Not all aspects of it.
Mr. HAYES. Well, that part which allows employees to draw on

their IRAs
Mr. SEMPLE. Absolutely, yes.
W. HAYES [continuing]. For training under certain conditions.
g:am sure you have heard the criticism that this bill will only

beftefit those who are fortunate enough to have IRA accounts es-
tablished. Other than the JTPA, what kind of assistance do you en-
vision as being available for those who do not have IRA accounts
but .who are in need of retraining assistance?

"Mr. SEMPLE. I think both of these proposals do not directly deal
with that target group that lack skills and need remedial assist -
ance to find employment. I think these are geared for another pur-
ppse these bills are really directed towards people who had
jobs or people who have had them for a while.

lthink at this point we couldI remember when we testified on
the original administration public works proposal. We felt strongly
tbst it was misdirected, that it was $2 billion of funds being spent
on jobs that were going to be very few in number and not targeted.
That was a lost opportunity. We would have much more liked to
have seen a creative approach to dealing with those who lack skills
in the economy.

JTPA is a step. It's one step. Obviously, there are other things
that need to be done. We believe strongly that it begins with the
school system. It begins with adequate education. It begins with all
kinds of things that are important for developing skills for individ-
uals. The toughest problem we have is dealing with those who are
no longer in school, are in the work force and don't have the skills
now.

JTPA is one aspect of it. More could be done. I don't have any
specific Answers as to how to do it. We have tried a lot of things.
Some work and some don't.

One idea we had was for you specifically.I think Congressman
Hawkins has worked on it, and this is this approach to tying train-
ing and education. That is an approach. There are things that
....mild be done to improve that approach probably, but those are the
kinds of things we should be talking about.

Mr. HAYES. You think then that the Johnson bill is void in this
respect?

Mr. SEMPLE. You know, every bill isn't addressed to all the
issues. This is addressed to a certain type of problem. I don't think
it is designed to deal with that specifically, and it may be the
wrong thing specifically to deal with that problem.

I think, however, on the other hand, if there is a serious problem
of dislocation and where if we don't have early intervention, you
may then find people who then fall off the rolls and get in exactly
the position that we are talking about. I think the issue is to get to
these individuals as soon as possible.

I mean, I would think it would be somethingI wouldn't criticize
the bills because they miss that mark. I think they are hitting a

198



195

different mark. It may be a question of priorities. I think this is a
very important priority.

Mr. HAYES. In some of the field hearings that we have been in-
volved in on the whole issue of education and employment, there
has been some criticism of the fact that the CETA Program, for ex-
ample, has been abandoned, I guess, and replaced by JTPA. There
seems to be some feeling that even that move left some people out
who were benefiting from that combination of education and train-
ing at the same time.

You are right. I am not looking for criticism for the proposed leg-
islation, that is H.R. 1219 that we are talking about. I think it is a
fact, though, that it never intended to cover everything, the whole
problem. I just wanted to point out that this is one thing that I
want to get your reaction to. I think we need to find a way maybe
through other legislation to take care of this problem.

There is a last question that I want to raise. On page five of your
testimony you indicate opposition to including a tax credit for em-
ployee-incurred training expenses. If you don't provide a tax credit
for business, how do you propose to entice them to provide training
and retraining for the employees?

Mr. SEMPLE. My argument is not that tax credit might not do
something, but they are spending now approximately, if Tony's es-
timate is correct, about $180 billion on informal and direct train-
ing. They already deducted from their taxes. Now, the issue is
whether this tax incentive would add that much more training. It's
hard to judge. We don't know. We have no experience with this
type of incentive.

One of the problems is, I don't think the companies really define
their training costs in a way that is easily understandable. It may
well, but we don't know.

I guess my concern is that, at a time when we are doing simplifi-
cation, we are trying to make the Tax Code simpler for Americans,
and fewer, what shall we say, loopholes, and if we don't know what
the answer is, I wouldn't go charging out and putting it in. But by
the same token, if we discover that it does create that kind of in-
centiveand maybe the thing to do is to runI don't know how
you could do thison some kind of experimental approach, we
could really find the answer before we go ahead and add another
provision to the Tax Code.

Mr. HAYES. Mr. Carnevale, how do you provide the incentives for
business to create new jobs which would include the on-the-job
training and upward mobility?

Mr. CARNEVALE. There is a fundamental difficulty. It relates to a
certain extent to your prior question about what it is we can do for
people who are outside the economy at the moment and don't have
jobs. And that is, in large part, the overall number of sobs in the
American economy is governed by macroeconomic policy. At the
present time, monetary policy and the large Federal deficit, mone-
tary policy in response to a large Federal deficit is holding the un-
employment rate above 7 percent. There has been a great fear in
the past decade that, unless one holds the unemployment rate
high that inflation will return with a vengeance.

The one sure way to increase the overall number of jobs is to
loosen the restraints on monetary policy. I am of the view, as are
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many other economists, that the unemployment rate could be
driven easily below 6 percent at the current time, without any
major cost in inflation, if we desire to do so. But essentially it is a
question of which levers are available to us in terms of job cre-
ation. The lever that is available to us in terms of the overall
number of jobs in the American economy is monetary and fiscal
policy.

Training and other kinds of policies that we are discussing here
today have to do with distributing jobs. It determines who stands in
the front of the hiring queue when the employer is ready to hire,
who is the best trained and the most capable of taking the job. As
long as the unemployment rate is high, as long as the labor pool is
large, there will always be those at the back end of that labor
queue who will never be touched, who will not find jobs.

The unfortunate thing in the United States is those people are
not random, that is, we all don't have the same chance of being at
the back of the hiring queue. If one is female or minority or handi-
capped or otherwise disadvantaged, educationally and so on, one
has a much higher chance of being at the back of that queue.

So, I am not sure that these kinds of proposals in the short term
can really generate jobs. I don't think that that is what they are
really for.

Mr. HAYES. Dr. Carey, you heard Mr. Semple in his testimony,
who represents the business community, indicate that, if I quote
him correctly, the notion of adding yet another tax to the employee
community simply isn't going overend of quote. In your testimo-
ny you advocate a mandatory 8 to 10 percent tax on total wages for
both the employer and employee. In view of Mr. Semple's testimo-
ny, do you think the business community and employees would be
receptive to this type of a proposal?

Mr. CAnsy. Well, perhaps the best way to respond to that ques-
tion is to describe briefly what we did in Delaware to address the
issue of employer taxation through the Unemployment Insurance
System.

There is no doubt that employers are already heavily taxed for
financing unemployment insurance benfits for workers in any
State, and especially among those States hardest hit by unemploy-
ment. Essentially, what we did in Delaware was, we attempted to
repay the Federal debt that was owed principally as a function of
borrowing during the 1974 through 1976 recession. Once that debt
was repaid, the Federal penalty tax was lifted, which essentially
was a 0.9-percent is 'n every employer in the State. And then we
imposed a new tax, ..tentially a subset of the tax that was re-
moved, which did gain employer acceptance because they, in effect,
were paying a lesser tax because of the lifting of the Federal penal-
ty tax.

That is why I alluded to the need to provide in the context of an
ITA system some process whereby some relief could be given to em-
ployers, especially among these debtor States where exorbitant
Federal penalty taxes are being paid by employers.

I should take note also of a recent Business Roundtable policy
statement dated April 23, 1984, which reads in partand this was
a recommended policy statement: That the Business Roundtable
membership views the employment security of its workforce as t.
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major corporate objective, and financing alternatives for such a
program should include consideration of an increased payroll tax
based on equal contributions by employers and employees alike.

I think that that addresses the political policy issue with regard
to the Business Roundtable's position. That certainly does not nec-
essarily represent every employer's position, but it certainly is in-
dicative of a moving trend in the direction of acceptance of some
vehicle for financing retraining through the ::reemployment insur-
ance tax structure.

Another statistic that I should mention to you is a statistic that I
found rather alarming. That is that between 1976 and 1981 this
Nation spent $18 billion on unemployment insurance benefits, that
is, income maintenance support. Of that $18 billion, only $53 mil-
lion, of one-half of 1 percent of the total, was invested in meaning-
fill readjustment assistance, including the Trade Act Adjustment
Program.

Essentially, what we are doing in this country is using our unem-
ployment insurance system as principally an income maintenance
vehicle: billions for income maintenance and virtually nothing,
pennies, for readjustment through that process.

Mr. SEMPLE. Mr. Chairman, can I add a word about the basic em-
ployer position? I don't mean to say that I represent all employers.

My general sense is that there is a lot of skepticism. I think the
Business Roundtable provided a major service by suggesting that
the issue be considered. We share that point completely. We think
it should be considered. Now, whether in fact it survives the test,
we don't know.

I might say about Delaware, because Mr. Carey was so effective
running that State's UI system that they managed to do so well.
My concern is how to deal with other States. It takes a certain
kind of Stat' leadership and a variety of other essentials to sell a
skeptical business community. And I am not so sure a piece of leg-
islation can do that overnight.

I would just say that we should proceed with great caution. And
if it is true that we find that all of this is in fact doable, I would be
willing to have my testimony and eat it for breakfast. But I must
admit that I think we should take a look at it over the next year
rather than leap into it. That's my point.

Mr. Hens. I think your point has been made quite clear.
The chairman has returned.
Mr. MARTINEZ. It's good to be back.
Mr. Henry?
Mr. HENRY. Thank you, Mr. Chairman.
I want to ask Dr. Carey, in the Delaware model, the two-tenths

of 1 percent, combined employer-employee, how much does that
yield in terms of your covered workforce each year? Where does
that money get pooled? Does the money in turn get used for ven-
ture investment in the State, and are you then running off the
profits to fund out? What happens to the money?

I know that in my State the business community would ire very
concerned, and the labor community as well, that it would just be
used to wash the UI debt, and this kind of thing. How are you ac-
tuarily protecting the account for its purpose? And how are you
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seeing that the money somehow gets reinvested in your own econo-
my, which 1 am sure you do?

Mr. CAREY. There are basically three essential vehicles for tar-
geting the money collected through the 0.1 percent tax in the State
of Delaware. The first is for school-to-work transition activity. The
second is industrial training activity so that people can be retooled,
if you will, while in the existing workforce and not :necessarily in
danger of dislocation. And the third piece is dedicated specifically
to dislocated workers.

It is important to note that in terms cf administration, the un-
employment insurance tax structure currently is used in Delaware
to collect the money simply because it is laid on top of an existing
structure, thereby eliminating the need to establish an entirely
new system for collection. The distribution is handled solely
through a competitive process and administered by the Private In-
dustry Council. The Private Industry Council, established under
the Job Trairing Partnership Act, has full accountability and re-
sponsibility for allocating those funds the way they see fit and in
accordance with the peed of individuals making application.

Mr. HENRY. You use the JTPA structure to allocate these funds?
I am a little confused here.

Mr. CARti. Yes. We use the Private Industry Council, established
under JTPA, to make decisions with respoct to the distribution of
those funds based on a competitive process much like all other
grant participants would request financing from the Private Indus-
try Council under other JTPA Programs as well.

Mr. HENRY. So, the worker doesn't really hold title to the ac-
count? It's a collective account that is used for social programs

Mr. CAREY. That is correct.
Mr. HENRY [continuing]. Socially rather than individually target-

ed?
Mr. CAREY. That is correct.
Mr. HENRY. During the legislative debate on this, wac that an

issue? Was the situation in Delaware such that labor and manage-
ment could get together and view their combined interests in this?

Mr. CAREY. Well, the employer interest was obvious because we
were, as Nat pointed out, at a critical juncture in the State, where
we had successfully repaid the Federal penalty, or the Federal
loan, which meant a reduction in our Federal penalty taxes under
FUTA, which essentially reduced the employer tax load. Then we
front-loaded a new tax less than the penalty tax on employers, and
there was a great deal of receptivity, including very favorable com-
ments by the CEO of the Dupont Company, ICI, and Hercules as
well, who indicated that this was an appropriate mechanism to use
to finance retraining within the content of the unemployment in-
surance tax structure.

Employee interest was generated principally as a function of
AFSCME and AFL-CIO interest in competing for those dollars
through the Private Industry Council, which they have successfully
done.

Mr. HENRY. I find it a very intriguing concept and really bal-
ances the questions that we had, in terms of the problem of income
level skewing participation in using an IRA type approach. MA it
very quickly gets very, very far away from being an individual
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training account. It's a very, very different concept. But maybe the
two together, in the long run, will be cost effective to businesses in
your State, by avoiding those high unemployment rates if it's suc-
cessful.

Mr. CAREY. The thrust of my more extensive remarks suggests
that the same principle can be applied on an individual basis if
that is the desire of this body or State bodies.

Mr. HENRY. Thank you.
Mr. MARTINEZ. Thank you.
We thank you very much for joining us today and giving us your

expertise. Thank you again.
Our third and final panel consists of Dr. Nell P. Eurich, member

of the Carnegie Foundation Board and senior consultant, Academy
for Educational Development, from New York, New York. Also
joining her is Dr. James Kadamus, assistant commissioner for the
Office of Occupational and Continuing Education, New York State
Department of Education, Albany, New York.

Welcome to both of you. Dr. Enrich, we will start with you.

STATEMENT OF NELL P. EURICH, SENIOR CONSULTANT, ACADE-
MY FOR EDUCATIONAL DEVELOPMENT; AND JAMES A. KADA-
MUS, ASSISTANT COMMISSIONER FOR OCCUPATIONAL AND
CONTINUING EDUCATION, NEW YORK STATE DEPARTMENT OF
EDUCATION

Ms. &num. Mr. Chairman and members of the committee, both
bills being considered today deserve some praise, simply for recog-
nition of our Nation's severe problem now and coming in unem-
ployment. The individual training account calls for contributions
from the employee and employer to prepare for possible lay-offs.
The other bill offers tax incentives for the employer to provide ad-
ditional training and removes penalties for early withdrawal from
Individual Retirement Accounts or annuities by displaced workers
for training purposes.

With the exception of the tax incentive for business, both bills
depend largely on the private sector for funding. And in the case of
IRAs, the worker is asked to mortgage his or her future for present
benefits. In effect, the displaced person must jeopardize his future
economic security. Yet these same people, displaced by a failing in-
dustry, due to poor economic leadership in our country, may well
be those in continuing need or greater need later in life. Justice
and equity are reasonable issues. We may ask whether Govern-
ment responsibility is evaded.

To compare, for example, this ITA plan with the G.I. bill is to
forget completely that the G.I. bill had the heavy commitment of
our Government. It was seen as a very intelligent way to help re-
turning military personnel reenter the workforce, not go on to un-
employment benefits immediately.

The Job Training Partnership Act is woefully inadequate for the
magnitude of the task and has serious flaws in operation. Small
measures and quick rums merely clutter the scene and add bu-
reaucracy.

Developing component parts, which I heard here today, develop-
ing bills that may be adjacent to each other without full clarity in
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knowing which part of the problem they are serving is certainly a
question in my mind. We have no overall national policy or leader-
ship in this most important area before our country.

What is needed is some sort of comprehensive approach that rec-
ognizes the ongoing nature of the work revolution that is proceed-
ing at an accelerating rate. It is not a temporary phenomenon. It is
deep and basic as the nature of work itself dramatically changes
and changes more rapidly, reo.uiring greater differentiation in
.skills and abilities for knowledge - intensive job applications. There
is a dangerous and widening gulf between the very smart and the
not-so-smart employees that has tremendous implications in a
democratic Nation like ours.

Product, production method, and career obsolescence are rapid
and will be repeated several times in a person's work life. We are
taking about real continuing education. The need for training and
retraining that has become a constant factor in American life and
absolutely essential for productivity and competitive position.

While the magnitude of the challenge may seem formidable,
America also possesses great resources to draw upon toward meet-
ing it. We have many educational providers. People aren't mention-
ing them. We have the corporate training programs which you are
seeking to encourage. We have an education system with communi-
ty colleges. You have a separate funding program for vocational
education. We have technical schools. We have proprietary schools.
We have labor training programs. We have Government training
programs in agencies throughout the country. We have military
training programs, perhaps the largest area of all. And we have
many community resources.

Further, we have one thing that has not been mentioned in
either bill. That is the remarkable resources from the high-tech
revolution itself. Although it brought us automation, robotics, and
changes in work methods that led to displacement, it also gave us
telecommunications and educational technologies. We can deliver
courses and training where it is needed, and for training appropri-
ate to job opportunities. Geography does not create a banner as it
once did.

Too many of our programs suggested seem to be planned on the
old methods or the old formulas for roaching solutions.

Our education-training resources are limited only by imagination
and projections. The parts of the puzzle can be put together and
new pieces provided where necessary for longer-range effectiveness.

What we need is something likeand I don't hold a complete
brief for the namebut we reed something like a Strategic Council
for Educational Development to provide leadership, vision, and sug-
gest national policies. It would not have some single monolithic
program. It would not be a manpower policy that has always failed.

We know there are risks in comprehensive approaches, but we
have got super-computers now. We can do an awful lot better in
matching our needs to our resources.

So, we are suggesting that a council of this type with strong cor-
porate leadership have three purposes basically: one, to assess the
Nation's emerging educational needs. We have talked today and
here it is: retraining displaced persons, training the disadvantaged
and the illiterate, upgrading scientific and technological trainmg
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coordinated with high-tech projections and natural resource devel-
opment. Evaluation should be in the context of life-long learning
with retraining required at periodic intervals in the person's life.

Against this, the council should review and identify all our redu-
cational resources. The point is to examine the different education-

,/ al sectors to relate education, as we have just agreed, to the train-
ing problem. Which combination can best solve particular needs?
How can the new technologies and delivery systems be used for
cost-effective instruction? New teaching materials are available
from many vendors in the learning industry.

It is a simple matter of assesing needs, assessing resources, and
recommending policies. Drawing on our extensive resources, pro-
posals can suggest programs to meet more effectively the needs.
The challenge is to give guidance to both the public and the private
sector, to suggest strategies for cooperative action, to issue fore-
casts and counsel adjustments as needed.

We don't need or want another Presidential commission that re-
ports and disappears. We do not see a large council with a great
funding apparatus. It should be a i mall group, and comprehensive
thinking is no more costly than piecemeal thinking.

Our country does have a pattern of strategic planning bodies for
the most crucial and complicated problems we face, such as nation-
al security and national defense. Is it not possible to have the most
basic operation of all, a Strategic Council for Educational Develop-
ment in the United States? The elements are in place, and all
would welcome the guidance and endorse the support of national
policies and leadership.

The two bills today would fit, if they seem feasible, after we
know a little more about where we are going. Then is the time to
put in the component parts.

Thank you.
[Prepared statement of Nell Eurich follows:]
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PREPARED STATELIZNT OF DR. NELL P. EURICH, SENIOR CONSULTANT, ACADEMY FOR
EDUCATIONAL DIVILOPIIINT AND TRUSTEE, CARNEGIE FOUNDATION FOR THE
ADVANCEMENT OF TEACHING

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

Both bills being considered today deserve some praise simply for

recognition of our nation's severe problem now and coming in unemployment.

The individual training account (H.R.26) calls for contributions from the

employee and employer to prepare for possible lay-offs. The other bill

(H.R.1219) offers tax incentives for the employer to provide additional

training and removes penalties for early withdrawal from Individual

Retirement Accounts or Annuities by displaced workers for training purposes.

With the exception of the tax incentive for business, both bills depend

completely on the private sector for funding. And in the case of IRAs, the

worker is asked to mortgage his or her future for present benefits. In

effect, the displaced person must jeopardize future economic security. Yet

these same people -- displaced by a failing industry -- due to poor economic

leadership in the United States -- may well be those in continuing need or

greater need later in their lives. Justice and equity are reasonable issues

to raise, and we may ask whether government responsibility is evaded.

The Job Training Partnership Act is woefully inadequate for the magnitude

of the task and has serious flaws in operation. Small measures and "quick

fixes" merely clutter the scene and add bureaucracy.
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What is needed is a comprehensive approadi that recognizes the ongoing

nature of the work revolution that is proceeding at an accelerating rate.

It is not a temporary phenomenon that will gradually fade away. It is deep

and basic as the nature of work itself dramatically changes and requires

greater diifferentiation in skills and abilities for knowledge-intensive

job applications. There is a dangerous and widening gulf between the very

smart and the not-so-smart employee that has tremendous implications for a

democratic nation.

Product, production method, and "career" obsolescence are rapid and

will be repeated several tines within an individual's work life. We are

talking about real continuing education. The need for training-retraining

has become a constant factor in American life and absolutely essential for

our productivity and competitive position.

While the negnitude of the challenge seems formidable, America also

possesses great resources to draw upon toward meeting it. We have many

educational providers -- corporate training programs, the education system

with community colleges and vocational, technical schools, labor and

government training programs, military training programs, and many

commity resources.

And further, we have remarkable resources from the high-tech revolution

itself. Although it brought uc automation, robotics and changes in work

methods that led to displacement, it also gave us telecommunications and

educational technology. We can deliver courses and training where it is

needed -- and for training appropriate to job opportunities. Geography no

longer creates barriers.
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Our education-training resources are limited only by our imagination

and projections. The parts of the puzzle can be put together and new

pieces provided where necessary for longer range effectiveness.

We need a Strategic Council for Educational Development in the

United States to provide vision and leadership. It would have three

purposes:

To assess the nation's emerging educational needs. The focus will

be on training needs: retraining displaced workers, training the

disadvantaged and illiterate, upgrading scientific and technological

training coordinated with high-tech projections and natural resource

development. Evaluation will be in context of lifelong learning with

retraining required at periodic intervals.

2. To identify and review our educational resources. The point is to

examine the different educational sectors and how they relate to one

another. Which can best provide for particular needs? How can the

new technologies and delivery systems be used for cost-effective

instruction? New teaching materials are coming from many Vendors in

the learning industry,

3. To recormond policies and programs. Drawing on our extensive

educational resources, proposals will suggest various programs to

meet more effectively the crucial needs of our society in a new era.

The challenge is to give guidance to the public and private sectors,

to suggest strategies for cooperative action, to issue forecasts

and counsel adjustments and new policies as required.
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The Council -- with strong corporate leadership -- should be a

quasi-public body with a lifespan of a decade. Not another Presidential

Commission that reports and disappears. Such comprehensive planning has

its risks, as we know, but can be done better than ever before. (We have

supercomputers;)

Our country has the pattern of strategic planning bodies for the most

crucial and complicated problems of national defense and security. Is it

not possible to have the most basic operation of all -- a Strategic Council

for Educational Development in the United States? The elements are in place,

and all would welcome the guidance and endorse the support of national policies

and leadership.
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CORPORATE CLASSROOMS:

THE LEARNING BUSINESS

By Nell P. Eurich

Sponsored by The Carnegie Foundation for the Advancement of Teaching

Published by The Princeton University Press 1985 (Paperback $8.50)

The following is an excerpt:

A COMPREHENSIVE VIEW

vat is needed is a comprehensive analysis of the contributions and

programs of the various provideisthe corporate educational system,

higher education, the exploding learning industry, labor and government

training programs, and community resources that this report obviously

could not include. Alternative systems are plentiful and delivery methods

available to reach many more people. A new era has been inaugurated

and calls for a review of resources with their increased possibilities.

Continuing education at any time in life has become a fact of life. Adult

registration in "organized" courses suggests that some 21 million are

studying part time. Most are enrolled in community colleges, four-year
colleges, and universities, and their courses usually relate to job prepa-
ration: business, engineering and technology, and health sciences. The

majority are already professional and technical workers, clerical, or man-

agerial and administrative personnel. Nevertheless, many others take

courses of a more general, liberal arts nature for their personal enrich-

ment. Adults account for the greatest growth in higher education en-

rollment at the present time.
Corporate classrooms, as extensive and effective as they are, may offer

training to some eight million adults, but that h still less than one-tenth
of the total work force. All those other workers in new and old small
firms need training and do not have built-in facilities or networks. Not
all larger industries have strong educational programs, and the leading
large firms described here are still reaching relatively small percentages
of their thousands of employees. With all the contributors and alternative
systems available, programs remain insufficient and unplanned in terms
of total needs; they are not geared to projections for next developments
and jobs in the unfolding technological age.

Who or what combination of resources will supply the adult learner
and develop the abilities our nation must have not just to maintain its
economic position but to dramatically improve it in the face of worldwide
competition and worldwide needs? What types of training and education
ate essential both for individual Americans and for the nation's imper-
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atives? Which of our resources are most suitable to assist and should be
rallied to help in providing the necessary programs? To restore America's
leadership position solidly from its educational and training base requires
the broadest assessment of the problem areas that undermine productivity
and drain the human energy resources of the nation.

Training and retraining workers is a major challenge with complicated
dimensions. Older industries' decline and automation and robotics en-
tering factory floors have taken a human toll of over eight million. For
many able and willing workers, the revolution in manufacturing processes
creates a yawning chasm. For othersdisadvantaged or illiteratewho
never made it to the factory floor, the chasm is endless. Well-conceived
and implemented training programs could release an energy potential and
raise productivity levels to the benefit of our societyand offset welfare
costs.

Technological advancement and change have characterized the work-
place since the late eighteenth century when Eli Whitney's cotton gin
and Wilkinson's machine to make machines appeared. Since then the
harnessing of electricity and utilization of the internal combustion engine
early in this century, and now the computer with its innovations have
all brought fundamental changes in the tools and other materials used to
perform work.

The misfit bem een workers' capabilities and the technological skills
required tc do 6: work has been deplored since mass production and
centralized :lcto,ies signaled the first salvos of the Industrial Revolution
200 years ago. Through three ".work" revolutions within two centuries,
since the early days of the great Lowell textile mills, companies have
largely provided their own education for adjustment and have urged vo-
cational training and support services from other educational sources.
Often, on-the-job training was adequate with or without additional or-
ganized instruction; today worker dislocation is more complicated.

Although the old cyclical trend of technological advancement and edu-
cational retooling continues, this time around demands are accelerating.
The last 30 years have brought increased speed of change and greater
differentiation in skills and abilities needed for knowledge-intensive job
applications. It has been pointed out repeatedly that there is a dangerous
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and widening gulf between the very smart and the not-sosman employee.
The blue collar worker's job is at stake. Never before have new jobs and
retraining been so immediately crucial. Product, production method, and
"career" obsolescence are rapid and may be repented several times within
an individual's work life.

When a corporation's philosophy embraces lifetime employment for
workers and advocates promotion from within, job retraining and ad-
justment become a corporate responsibility. Companies like IBM and
Hewlett-Packard are so committed and have their own extensive training
programs. But these are giant multinationals at the forefront in a growing
and expanding industry. Other companies, even those so situated, arc less
far-sighted and do not protect their workers, often to the company's
detriment in the long run. They are the ones who cut-and-run on quick
glances at the bottom line. For whatever reason, persons are displaced
and potential productivity for society is being lost.

Earlier economic revolutions found answers in stimulating the new
industries that brought new jobs and types of employment. Big changes
create additional fields; they don't just eliminate jobs. This process is
underway again but the questions remain: Will such natural processes
provide enough jobs, and of what kinds? The new worlds of "service"
and "information" companies have been emerging for some time and
have now absorbed nearly 80 percent of the work force. High tech, to an
often overlooked extent, has permeated the conventional smokestack in-
dustries. And it has already invaded older established communications,
offices, entertainment, and health care fieldsin each case beginning new
processes and products that have brought their own demands along with
them.

Some predictions for greatest employment, target sales jobs for an in-
crease of almost 19 percent, or more than one million, by 1990 according

to the Bureau of Labor Statistics. And there will also be many walk-in

health care centers, for example, where the main service will be provided
by technicians and their computer-assisted diagnostic equipment. Al-
though real job growth will not be computer or electronic industries
themselves, fresh openings wil: come in businesses using the technologies.
Programmers are needed in the cable industry, for example. New small
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companies will grow and "cottage" industries taking full advantage of
modems for computer telecommunications are springing up.

Regardless of the jobs born of the computer and its accessories, this
third revolution is not synchronized with the begetting of sufficient new
jobs naturally because of its "knowledge-intensive" nature. A new and
different type of retraining is called formore specific, informed and
sophisticated. It is learning of a higher order for understanding conceptual
bases essential to the operational control and utilization of information
systems. Educational demands of such magnitude require human flexi-
bility and trainability and, as with other complex problems, solutions rest
on perceptive, thoughtful policies implemented on a comprehensive basis
for practical results.

Corporate classrooms could contribute the most to comprehensive re-
training programs under present circumstances: their methods and style
are particularly appropriate and their knowledge of the skills needed for
work in spin-off fields most pertinent. But the burden can not, and should
not, be placed solely on industry's doorstep. Such default by policy-makers
and educators would not be for the good of the country or its economic
health. If the corporate modelwith technical advice and expertisewere
replicated and transferred to other sectors, the pattern could be appropriate
and effective. Electronic educational delivery systems can reach any lo-
cation; many segments of the learning industry already have instructiv.
materials for individual study and could produce additional job training
programs. Vendors transport seminar instruction, complete with a teacher
and supportive materials, to wherever needed.

Community colleges are already playing an important and helpful part.
Labor unions' educational programs are also involved. Government agen-
cies' raining programs from federal to local levels could be extended and
coordin, ted along with other community resources. Four-year colleges
and univorsities could contribute course work for some types of e.nploy-
ment, and faculty could create software and videocassettes to teach "per-
sonally" beyond their locale.

The recent U.S. Job Training Partnership Act that went into effect in
1983 is inadequate, and funded with barely half the monies that went
into the old Comprehensive Education and Training Act. Further, the new
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program designates two-thirds of funding for vocational and on-the-job
training (or poor youths. That leaves $215 million for retraining some
eight million workers who have lost their jobs because of recession or
automation. Disadvantaged youth and displaced workers need training
assistance, but funds allotted are not sufficient for both, and especially

for the latter who were household providers.
One admirable element in the inadequate attempt is the involvement

of business and corporate leaders in determining the kinds of training
needed for persons on the state or local level. The danger is that traira le
programs will be so directed to immediate employment and specific tasks
that workers may bounce from job to job and intermittent trainits pro-
grams for the rest of their lives. If relatively well-trained people will
change jobs maybe five times in a work life, then consider the effects of

fast-fix training for the disadvantaged and currently displaced.
What is needed is vision or, at the very least, some long-range training

programs that don't just "pay off" tomorrow, but benefit real education

for America's future. If older industries are criticized for short-sightedly
taking profits instead of reinvesting for capital improvements and long-
range development, are we doing any bctter in investment policies in the

major resource for the knowledge-intensive world: namely, its human

resources for production and its research capacity fur new applications

and future markets?
Broad scale programs are needed for our country's future, and edu-

cationboth in corporate classrooms and schoolroomsis inevitably a
large part of any such attempt. Strategic development for the long term
is.essential. Leadership and sustained effort to support and finance basic

programs are too often missing. The Heritage Foundation's Blueprint for
/obs and Industrial Growth asks competitive markets to solve problems:
competition between public and private schools through voucher systems
or tax credits or competition between teachers by pay scales "that reflect
supply and demand" in subjects according to market conditions. Business
is encouraged to work with schools, but no comprehensive programs are
suggested.

In search of a better approach to economic development in the nation,
the Business-Higher Education Forum in 1983 submitted proposals to the
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President. A Commission on Industrial Competitiveness was named, in-
cluding three corporate leaders along with representatives from labor
organizations and academic institutions. The commission prepared rec-
ommendations on human resources, capital resources, research, devel-

opment and manufacturing, and international trade. Connections to aca-
demic education dealt primarily with vocational-technical schools, and
business and engineering in traditional higher education. But the com-
mission's authorization expired at the end of 1984, having had little more
than a year in which to probe complicated issues and consider masses of

information.
Global Slakes' authors argue cogently for a Presidential Commission

on Technology and Productivity. They call for a new High Technology
Morrill Act to do for the United States today what the original nineteenth
century Morrill Act did to assist agricultural and industrial progress. At
that time the government took its first big step into subsidizing the
education that became the basis for an informed citizenry and workers
that were able to introduce and cope with the next industrial revolution.

Today, such bold action is needed once again, the authors argue, as a
collaborative effort involving universities, industry, and research to lead
this country in economic development. The proposed High-Tech Morrill
Act addresses four national economic policy needs: sustained financial
support to the American system of education, lifelong learning, high
school incentives, and a global view of technology.

Their proposal, of course, stresses F ci mu and technology, and especially

engineering. They ask for federal leadership and national policy, and they

call for a strong educational system. The future of this country 7.s inex-
tricably tied to the future of high technology and to the quality of our
education.

Their High-T.:..'n Morrill Act achieved recognition to the point of com-
bination in a triple bill for aid to engineering and science with math
development at the lower levels of schools; the bill remains in oblivion
with a 5500 million request for the total job. That is a parody of the
original, far-sighted Morrill Act, but as the authors patiently suggest, it
took a decade to get the original land grant legislation. One wonders today
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if our country can wait a decade for a new national commitment to
education.

The time has come to take the larger view on a sustained basis. We do
not suggest another presidential commission with short life Pnd limited
impact, nor do we propose legislative initiative with token funds to im-
prove temporarily the patient's symptoms. Ratite what is needed is an
ongoing concern with a broader mandate. It is more than just our com-
rtitive position; it is the health of our nation at stake.

Could we not consider a Strategic Council for Educational Development
that would help guide improvement and national policies for the next
decade? Without such continuing leadership no one scheme will suffice.
Too many tactical proposals and short-range programs are being offered.
The debate must move forward, and society must mike the long-range
capital investment in human resources and their development for the
future of individuals and the national economy. Very often when edu-
cation programs have been started or promoted in our country there has
been an economic purposethe progress of America seen by Horace Mann

and Horace Greeley or the legislators who passed the Morrill Act.
Once again we need vision and leadership to project programs for

emerging needs. The new vision is one of continuing education for na-
tional renewal and the pursuit of well-being for all citizens in a period -.)f
dramatic technological change. The council would consider national needs
for the foreseeable future and propose a variety of means and alternative
ways to meet them. Basic to its deliberations is the improvement of
education given by all sectors and the coordination of programs among
them to increase the effectiveness of total opportunities.

The Strategic Council would have a three-fold purpose:

To assess the nation's emerging educational needs. The
focus will be on training needs: retraining displaced workers,
training the disadvantaged and illiterate, upgrading scientific and
technological training coordinated with high tech projections and
natural resource development. Educational needs must be eval-
uated in the context of lifelong learning with training required
at periodic intervals as well as increased opportunities for an
aging population.
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To identify and review our educational resources. The focus
will be on the different education sectors and how they relate
to one another. The roles of schools and colleges and adult
education will be evaluated along with corporate education.
Trainir3 programs of labor, government agencies and the mil-
itary also are vital to the review. Finally, educational opportu-
nities must be assessed with the new technologies and delivery
systems in mind and with the instructional materials coming
from the learning industry.

To recommend policies and programs. Drawing on our ex-
tensive educational resources, proposals will suggest how pro-
grams can be designed to meet more effectively the cr.;cial needs
of our society in a new era. The goal here is not to establish a
national manpower policy, which has never been effective in the
United States; rather, the challenge is to give guidance to the
public and private sectors, to suggest strategies (or federal and
state actioa, and to identify ways in which colleges and the
corporate sector can cooperatively serve the lifelong education
of adults. Council reports may be viewedas forecasts that bring
intelligence to bear on complex problems and counsel adjust-
ments and new programs and policies as required.

We recognize, of course, the risks involved in comprehensive planning.
And we know that past experiments have usually had only marginal
success. Still the effort must be made to benefit from past errors and do
it better this time.

Urging the restoration of America's leadership and competitiveposition
in the world economy sounds hollow if our educational resources are
ignored as the underpinning for development and if our training needs
go unmet. The nation is weakened by every person unable to contribute
to its productivity and enrichment in every sense.

The challenge is to create a pool of well-skilled and educated citizens
from which society's requirementsincluding the economiccan be met
for the future. Concerted action is called for front industry, labor, schools
and universities, and the federal government. Such planning and projec-
tions cannot come effectively from separate states, their role comes in
implementing and adjusting theprograms within a great nation. No mat-
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ter how appealing the new federalism may be, it abdicates leadership for
America as a whole.

Our country has the pattern of strategic planning bodies for the most
crucial and complicated problems of national defense and security. Is it
not possible to have the most basic operation of alla Strategic Council
for Educational Development in the United States? The elements are in
place and all would welcome the guidance and endorse the support of
national policies and leadership. Americans have a generic belief in edu-
cation, as they should, in terms of the record.
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New York Times, June 2, 1985

Fewer Factory Jobs
The nation's manufacturing base continues to

eiodi. That will be the major message carried by this
Friday's Government
report on May employ-
ment, says Raymond T.
Dalio, president of
Bridgewater Assod-
'Ate% an economic con-
sultant in Wilton, Conn.

May's overall unem-
ploynient rate should be
Unchanged from last
month's 7.3 percent,
saxs Mr.Dalio, "but
what concerns me is the
decline in manufactur-
ing employmeut." The
loss of manufacturing
jobs shows up in two
measurements, he said:
the number of individu-

als employed. in factories and "die amount of time
employed per individual." For May, Mr. Dallo ex-
pects the average workweek to shrink by one-tenth of
an hour, to 35 hours. He also sees 46,000 fewerfactory
jobs the fourth consecutive monthly drop.
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Mr. MAR. Thank you, Dr. Eurich.
Mr. Kadamus?
Mr. KADAMUS. Mr. Chairman and members of the subcommittee,

it is certainly an honor to present testimony to you today on
worker retraining legislation. I would just like to highlight in the
next few minutes parts of my testimony relating to the need for
worker retraining legislation, to identify some of the approaches to
retraining that we have taken in New York State, and provide spe-
cific comments on some of the programmatic aspects of the initia-
tives before you today.

I am not going to spend time on documenting further shifts in
the workforce that are causing structural unemployment. I think
previous speakers have done that quite well. We have provided evi-
dence in our testimony.

Our conclusion is that the jobs that are being created in the new
service sector to replace manufacturing jobs are substantially dif-
ferent, and they create a serious mismatch between the skills and
income needs of displaced workers and the skill requirements and
wage levels of new jobs.

We also took a look at the impact of technology. The entire prod-
uct cycle in some of the high technology industries takes less than
ten years from the development to the phaseout now. We find more
and more that workem of the future will have to be retrained for
several occupations during their working careers.

Education and training will have to be considered as ongoing.
And process skills, which allow people to adapt to various occupa-
tions, must be stressed.

The part of our testimony that I think is unique is the emphasis
on the importance of small business and entrepreneurship. There is
a need to train people to be entrepreneurs. There is a need to pro-
vide incentives for small business to train their own workers. Much
of the statistics that were given you before on the amount of in-
vestment in training is done by the large companies, the Fortune
500 companies, not by the small business that are the heart of
Amerinan economy.

Nearly one-half of our State's workers are employed by smell
business. Today across the Nation new small companies are being
created at a rate of 600,000 per year. In 1950 at the height of the
industrial period, that number was only 93,000 per year. In New
York State about 25,000 new businesses are created each year,
adding billions of dollars to the economy.

Today one person in six is either self-employed or heads a busi-
ness, and nearly one job in four is either the head of a new busi-
ness or self-employed, more than double the share of 10 years ago.

Public policy initiatives including worker retraining legislation
must provide support and direction for small business and encour-
agement and growth for budding entrepreneurs.

We have also identified in our testimony changes in demograph-
ics of the work force. Some of the other speakers have talked about
that: Entry of more women and minorities into the work force,
greater numbers of handicapped adults entering the work force,
and an increase in adult literacy p , which in our State
have been increased through funding of the State government and
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are creating increased demand for job training for people who now
have basic skills.

The number of undereducated and disadvantaged adults in our
State requiring training has grown from the in-migration patterns
in 1970 to 1980. Nearly 460,000 people entered the State from
Puero Rico and foreign countries. More than 96,000 of those. people
did not have a high school education. More than 100,000 were
single parents. One-third of those residents took jobs in low-paying,
low-skilled jobs as operrtors and laborers.

Women will constitute two of every three new job entrants in the
labor market of the future. Yet, without retraining, most will still
continue to find their job opportunities confined to clerical, secre-
tarial occupations, retail and service trades, and other work in
which pay may be low and opportunities limited.

An equally important role of retraining programs is to help dis-
abled people with substantial barriers to employment. As the econ-
omy shifts from manufacturing to information and service and
technological occupations, we are finding that the use of technology
renders knowledge more important than physical capacity. The po-
tential productivity of handicapped and disabled adults increases.
In our State, over 73 percent of the vocational rehabilitation clients
are over the age of 20. Om: 38 percent are over the age of 30,
clearly a retraining challenge.

I will identify three strategies we have taken in New York for
worker retraining. One is a long-term strategy. That is, we have
completely restructured our vocational education system in New
York State, broadened the base of vocational education to stress
transferable skills as well as job-specific skills.

A more immediate strategy we have established is an employer-
specific training grant program which meets the needs of business
and industry, particularly small business, to retrain, their employ-
ees. It meets the needs of dislocated workers to put them into firms
that are expanding where there are new occupations, where there
are advancements through technology.

Third, of particular interest to the subcommittee, New York
State has established a tuition assistance program for dislocated
workers, called the Occupational Retraining and Reemployment
Act. It was initiated by the legislature in 1984 It provides tuition
assistance for dislocated workers, using title III of JTPA. The act
authorizes up to $1,500 to be paid to approved training providers
for each certified eligible person in a program leading to employ-
ment in designated occupational fields with favorable employment
opportunities.

In order to be eligible to participate in the program, training pro-
viders must be licensed or certified by the State education depart-
ment, offer approved, nondegree programs with a minimum of 320
clock-hours of instruction. In order to qualify for participation in
the program, each dislocated worker must be registered with the
State department of labor and certified as a dislocated worker.

The program, like H.R. 1219, permits those individuals partici-
pating to continue to collect unemployment compensation while
participating in the training program.

That particular program, I think, has implications for the, bills
H.R. 26 and H.R. 1219, particularly in regard to quality control.
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And that is not an issue that any of the previous speakers have ad-
dressed in their testimony.

We identified some criteria in developing the occupational re-training act in New York, our tuition assistance program, which I
think need to be considered in the bills before you. One, the aid
provided for training should bo provider neutral. That is, all typesof agencies and institutions, vocational education institutions, com-munity colleges, proprietary schools, community-based organiza-tions, business and industry, should be eligible to compete for fundsand to offer the needed training programs A competitive market
environment makes the overall delivery system for training much
more responsive to the needs of students and provides the most
flexible and greatest number of opportunities for students.

Second, there must be quality control measures built into the
program. Problems can develop when aid programs are operated in
a market environment. These problems documented by the GAOstudy and studies in our own State include the failure to enforce
admission standards, poor quality instruction and eqqipment, and
extremely low rates of student completion in programs.

Any worker retraining legislation must ensure that quality con-trol mechanisms are put into place. I would strongly recommend
tbs .,. this committee consider using State education agencies and
giving them the responsibility across the country for assessing thequality of any training program in which dislocated workers will
be enrolled.

Third, the training must be targeted on areas of labor marketneed. Part of any worker retraining legislation must include the
identification of occupations with favorable opportunities. This in-formation must be updated on a regular basis. In addition, we be-
lieve training for entrepreneurs must be included in any review of
occupations with favorable employment opportunities.I have tried to summarize for you documentation of needs forworker retraining, highlight some of our strategies in New York,and I would encourage a review of the bills before you in light of
quality control needs. I encourage you to use State education agen-cies which have mechanisms for assessing program quality, and to
use and build upon the capacity of existing educational institutions
across this country providing needed retraining.

Thank you.
[Prepared statement of James Kadamus follows:)
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PREPARED STATEMENT OF JAMES A. EADAMUS, ASSISTANT COMMISSION= FOR OCCUPA-
TIONAL AND CONTINUING EDUCATION, NEW YORK STATE DEPARTMENT OF EDUCATION

Chairman Martinez and members of the Subcommittee on Employment Opportunities,

it Is an honor to present testimony on worker retraining legislation. Worker retraining is

certainly a critical issue in New York State and one that we ha .. been actively pursuing in

the past several years. In my testimony 1 would like to discuss the need for worker

retraining legislation, to review some of the approaches to retraining we have taken In New

York State and to comment on the programatic aspects that one must take into considera-

tion when developing retraining initiatives.

Our society and economy are rapidly changing and out of balance. For some who are

thriving in information and high technology industries, it's a time of great growth. For those

who are being displaced from work that seemed solid, Important and permanent, it's a time

of crisis, and uncertainty. For the long-term unemployed and educationally and

economically disadvantaged, the possibility of a good job and a place In society is growing

ever remote.

The Index of Help Wanted Ms clearly Illustrates this widening gap. The number of

unfilled positions being advertised has steadily increased these last several years right along

with the unemployment rate. In 1979 approximately one million out of work people were

classified as "discouraged workers: - no longer counted as unemployed because they had

stopped looking for a job. More recently, the Labor Department updated this figure to 1.8

million - the highest since the government began keeping this record 13 years ago.

At the root of the growing Imbalances and dislocations in our society and economy are

several major transformations our State's economy Is undergoing. During the 1970's, New

York lost population and Congressional seats to the rest of the nation. New York only

generated a net gain of 30,000 Jobs during the 1970's while the remainder of the nation

added approximately 19 million new jobs. Since 1970, the State's economic base has changed

4.24



221

dramatically. The manufacturing sector has been shrinking and the service sector has been

mushrooming. From 1969 to 1981 New York State's manufacturing employment decreased

by 439,000 jobs, with most of the decline occurring between 1969 and 1975. Since the onset

of the most recent recession during 1982, 60,000 further manufocturing jobs have been lost.

By contrast, during 1982 the State's employment increased by approximately 100,000 which

means the loss in manufacturing Jobs was more than offset by gains in other industries. In

fact, all the employment gains were due to service producing Industries.

These shifts in the workforce translate Into more jobs in the service than in the goods

producing sector. In 1940 there were 300 manufacturing jobs for every 100 service jobs.

Now there are 96 manufacturing jobs for every 100 service jobs. The sharpest Increase In

producer services during the nine years from 1972 to 1981 was an increase of 82 percent in

jobs In business services. Employment in legal services, a part of business services, was up

an astounding 96 percent. Other producer services registering substantlaY gains were

engineering and architectural services at 68 percent, and accounting, auditing and

bookkeeping services at 64 percent. Also considered part of producer services are the

clerical staffs needed to support white collar workers. Today, the largest occupational

group is clerical, whereas It used to be blue collar operatives. Consumer services have also

been Increasing. For example, during the 1972 to 1931 period, health services Increased by

63 percent, amusement and recreation services by 53 percent, and social services by more

than Ir./percent.

Within the manut.n..tirIng sector, a transformation is also taking place. The heavy

manufacturing "smokestack Industries" of primary metals (steel production, metal forgings,

etc.), auto production and others are being replaced by "high tech" manufacturing industries.

More than half of New York State's 1.5 million manufacturing workers - 51.3 percent - are

in lobs directly Involving high technology goods. Even when manufacturers are not involved
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In high technology production in sucn areas as biomedical engineering and microelectronics,

they are ..icreasingly incorporating automated production processes to remain competitive.

So technology is dominating and transforming the manufacturing sector of our economy.

Small businesses in New York are an increasingly Important factor In its changing

industrial composition. Of the roughly 410,000 bpsinesses it. the State, 98 percent or roughly

400,000 are defined as small, with 100 or fewer employees. Approximately 320,000 of the

State's businesses employ ten or fewer persons. Nearly one half of our State's workers are

employed by small businesses. Today across the nation, new small companies are being

created at the rate of 600,000 a year. in 1930, at the height of the industrial period, the

rate was only 93,000 a year. In New York State about 23,000 businesses open each Year,

adding billions of dollars to the economy. The last time so many new companies were being

created was during the nation's traniformatIon from an agricultural to an Industrial society.

Small and young firms are vital In generating new and replacement jobs. Between 1972 and

1976, firms with 50 or fewer employees generated all new jobs In the Northeast. About 20

percent of all jobs between 1969 and 1976 were generated by establishments in business four

years or less. Much of the job growth can be attributed to innovation on the part of smaller

and younger firms.

New York was asked to participate In a national consortium coordinated by the

National Center for Research In Vocational Education at Ohio State University to assess and

strengthen the role of the socational education delivery system In providing an improved

climate for entrepreneurship and small business development. As part of the consortium's

work, I appointed a task force which held a series of meetings in 1984 and has developed a

set of recommendations. One of the task force's recommendations was to commission a

paper to examine the economic and human value of entrepreneurship and the role the

educational system could play In establishing an entrepreneurial environment. Roger

226



223

Vaughan, *he author of that paper, is nationally recognized in the area of entrepreneurship,

and has long been associated with New York business and government.

Mr. Vaughan provides information in his paper which illustrates the critical importance

of entrepreneurs in the underlying strength of New York State's and the nation's economy

and the critical role they play in creating new economic opportunities, especially in the

emergence of the information-based economy. liis paper indicates that in recent years,

national employment has expanded, on average, by two million Jobs annually. This growth

was not simply the result of the creation of two million new jobs, but of the loss of four

million existing jobs offset by the creation of six million new ones. During an average year,

two million people lost their Jobs when the firms that employed them cut their payrolls, and

another two million were lost in firms that went out of business. But off-setting these jobs

losses were three million Jobs created in brand new companies and additional hiring of three

million by existing firms mostly by highly entrepreneurial small businesses. Existing and

new small businesses those enterprises employing fewer than 20 people have been

responsible for more than half of all new Jobs. in contrast, few jobs in any state or region

at most three or four percent were created as the result of businesses relocating. Small

businesses are the most volatile sector of the economy much more likely than large firms

to experience a very large percentage change in their work forces. While they are major

creators of Jobs, these jobs may be less stable.

More people are becoming entrepreneurs. Today one person in six is either self-

employed or heads a business, and nearly one new job in four is either the head of a new

business or self-employment more than double the share ten years ago. By comparison,

employment in the 1000 largest corporations listed by Fortune magazine, accounting for

about 40 percent of all current jobs, actually declined in the last decade.
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Where possible, public policy must provide support and direction for the encourage-

ment and growth of entrepreneurs. The education system has not played a major role to

date In encouraging entrepreneurs. Traditional economics and career advice has not

encouraged those who wish to pursue an Independent route. Education should identify ways

In which it can help potential entrepreneurs emerge and function within the State's

economy. We have identified several critical Issues and direction that can be pursued by

education agencies to Improve the climate for entrepreneurship: I) Increase the public's

awareness of entrepreneurs: 2) Include entrepreneurship in advice on career opportunities;

and 3) provide direct assistance and advice to new and small business.

Clearly, the changes in New York's economy as well as that of the nation are putting

stress on the labor market. These changes have resulted in problems of "structural

"unemployment" where workers displaced from a declining sector of the economy do not have

the skills to obtain employment In a growing sector of the economy. Barry Bluestone, an

economist at Boston College, documents some of the stresses that are being put on the Job

market In an article entitled "Industrial Dislocation and Its Implications for Public Policy."

(The article Is part of a collection of articles entitled "Displaced Workers: Implications for

Educational and Training Institutions", edited by Kevin Hollenbeck, Frank C. Pratzner, and

Howard Ro:en.)

Bluestone traced employment trends In four "Frost Belt" states: Massachusetts, New

York, Michigan and Ohio. He Indicates that a sharp decline In basic manufacturing Is clearly

evident In Michigan, Ohio, and New York, where total manufacturing Job losses ranged from

10 to 17% between 1973 and 1980. There are jobs being created in the service sector to "re-

place" these manufacturing jobs. However, these jobs are substantially different, creating

"a serious mismatch between the skills and income needs of displaced workers and the skill

requirements and wage levels of the new Jobs." Bluestone talks of a "missing middle". The
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workforce of the old manufacturing industries was composed of a small number of high-

skilled/high wage employees, a small number of low-skill/low-wage employees, and a large

group of semi-skilled and skilled blue-collar ar I white collar middle wage employees. The

industries that are expanding in the service sector and high-technology manufacturing

industries have a very different make up. Bluestone characterizes it as a "bimodal"

distribution, with a relatively large number of .high-skill/high-wage jobs and a significant

number of low-wage/low-skill Jobs but no middle that corresponds to the blue-collar

assembly worker in the auto industry or in the steel Industry. This causes serious problems

for the displaced workers in these industries in terms of rejoining the workforce.

"Longitudinal data on how workers fare in the labor market after displacement from basic

manufacturing industries confirm that many face permanent Income loss."

- The general decline in earnings Is directly related to the earning levels of the growing

and declining industries. Many of the most rapidly growing Industries are in the low paying

manufacturing and service sectors. The average weekly manufacturing wage is $30. The

average weekly service wage Is $242. As projected by the U.S. Bureau of Labor Statistics,

seven of the ten occupations that are expected to produce the largest numbers of new Jobs

during the 1980's are among the lowest paying in the economy - nurses' aides and orderlies,

Janitors and sextons, sales clerks, cashiers, fast food workers, general office clerks, and

waiters and waitresses. One-half of all current jobs pay $13,600 or below. Two-thirds of all

new jobs pay $13,600 or below.

Bluestone proposes that federal and state governments intervene on both the demand
4 ,

and supply side of the market to deal with the problems of deindustrialization and structural

unemployment. His recommendations on the supply side are relevant to this hearing. The

changes that are taking place and will continue to occur in the economy will occur rapidly.

Bluestone points out that the entire product cycle In some high-technology Industries take
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less than 10 years from development to phase-out. Workers of the future will have to be

trained for several occupations during their working careers. Education and training will

have to be considered as ongoing and process skills which allow people toadapt to various

occupations must be stressed. Bluestone emphasizes that new financing mechanisms will

have to be developed to fund education and training in the new information service

economy. He proposes an equity investment on the part of the federal government, whereby

Individuals would be able to draw upon an account for training and living expenses alter

being displaced and then return the funds through a surcharge on their federal income tax.

In addition to changes In the economy, other factors are creating the need for more

training and retraining In New York State and the nation: changing demographics, entry of

more women Into the work force, greater numbers of handicapped adults entering the work

force and an increase in adult literacy programs.

According to a study prepared by the Business Council of New York State, "The Impact

of Migration on New York State," the number of undereducated and disadvantaged adults

requiring training has grown because of the migration patterns from 1970 to 1910, in which

1.7 million people looved out of the State and 1.06 million moved in. Much of the out-

migration consisted of young educated individuals. By 1930, New York State had 200,000

fewer college graduates or adults who had attended some college, 100,000 fewer managers

and professionals, 180,000 fewer young adults between the ages of 20 and 34, and 300,000

fewer members of the labor force than it did In 1973. Everywhere upstate, an 4 on Long

Island, population loss was largely confined to those with at least a high school diploma.

Nearly one-third of the State's net loss in the total labor force was In managerial and

professional occupations. Much of the In-migration, however, consisted of undereducated,

foreign -born Immigrants. Nearly 460,000 people entered the State from Puerto Rico and

foreign countries. Mort than 96,000 of these were without a high school education! more
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than 100,000 were members of single-parent households. More than one-third of the new
residents took bw-Poying, lowskilled jobs such as operators and laborers. Providing
employment skills to new residents is another role New York's training system must serve.

Retraining programs must also help to provide equitable access for women to
occupations which meet the needs of the economy. This is particularly important since the
major source of new workers for New York's economy during the next two decades will be
women. Women will constitute two of every three new job entrants. Many are single
parents who must work to support their families (one-third of whom live in poverty). Yet
most will still continue to find that their job opportunities are confined to clerical or secre-
tarial work, retail and service trades, and other work In which pay may be low and
opportunities limited. For example, women are becoming self-employed at a rate five times
that of men, yet the average female entrepreneur in 19E0 earned $3,436 compared to
$11,00G for self-employed men. At the same time, blue-collar women who are being laid-off
from manufacturing industries are being forced back into the low-paying world of "women's
work," Just after making a difficult rise in heavy Industry. The steel Industry, for example,
employed 14,500 women In production jobs five years ago, but that number has shrunk to
below 3,00). Generally, dislocated female workers have suffered a far steeper fall than
their male counterparts. It takes them far longer to find new employment. And, Instead of
finding semi- skilled Industrial jobs, they are usually forced Into low-wage clerical and
service jobs.

An equally Important role of retraining programs is to help disabled people with
substantial barriers to employment become economically self-sufficlent. This economic
independence benefits both the Individual and the economy oY the State through contribu-
tions to the tax base and increased prodtictivIty of the workforce. As the economy shifts
from manufacturing to Information, service and technological occupations, and as the
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pervasive use of technology renders "knowledge" more Important than physical capacity, the

potential productivity of handicapped and disabled adults will only increase. In 1982-83,

14,951 disabled adults were enrolled In non-degree adult occupational prcrams. Approxi-

mately 27% of vocational rehabilitation clients are 19 years of age or younger; 35% of the

active clients are between 20 and 30 years old; 35% of whom are between the ages of 31 and

50; 3% are 55 or older. Yet, only a fraction of the demand for training is currently being

met, a demand that will only grow as handicapped youth who are part of the "baby boom"

leave high school and seek employment.

Finally, in 1934 the New York State Legislature enacted Employment Preparation

Education State aid for adult literacy programs. As a result, the number of disadvantaged

and undereducated out -of- school youth and adults demanding occupational training as they

complete adult basic education, English as a second language, and.high school equivalency

programs is expected to double to nearly 200,000 by 1987 and to continue growing. This is

nearly equal to the total number of adults currently enrolled in all types of non-degree

occupational programs. Providing employment skills to structurally unemployed adults and

to undereducated and disadvantaged adults who have just received the basic education they

need to enter occupational training Is a central role that training programs can play in

contributing to New York's economic productivity.

New York State has been developing strategies to deal with the changes In the

economy and the other factors which call for additional trainingand retraining. First, as a

preventive strategy we have completely restructured our secondary vocational education

programs. We have broadened the base of vocational education to stress transferable skills,

while keeping the traditional elements of:
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o hands-on learning

o connections with business, industry, and labor, and

o preparation for employment.

At the same time, vocational education has been woven into the structure of the elementary

and secondary education system which will ultimately increase opportunities for students as

they make career and educational decisions. The key elements that define the new

directions for vocational education in New York State includes

(1) a coordinated program for students in grades 7-12 which effectively eliminates

unnecessary gaps and overlaps in instruction.

(2) a modular curriculum which allows districts the flexibility to combine modules In

different configurations to meet the needs of students, whether secondary or

adult, and

(3) a statewide accountability system which is built on state-level proficiency

examinations to determine whether or not students are acquiring the necessary

skills.

Students going through the new vocational education program m New York State will

be provided with broad transferable skills to enable them both to advance within and

transfer among various occupations during their adult years.

Secondly, we have established an employer-specific training grant program to meet

the workforce needs of business and industry and the needs of dislocated workers :for

employment. Through a statewide network of ten Regional EducationCenters for Economic

Development, the Education Department works with firms and with economic developers to

design customized training programs to help firms remain, expand or come into the State.
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Money used to fund such training programs comes from Vocational Education Act funds,

Title III funds for dislocated workers under the Job Training Partnership Act (3TPA), Title II

8% funds under 3TPA and State funds under the Employer Specific Skills Training Grant

Program. In 1984, over 350 employer-specific training projects were funded, serving over

11,000 participants. During 1915, It is anticipated that more than 500 projects serving more

than 15,000 workers will be mounted. Since the program was initiated in the early 1980's, It

Is estimated that over 5,000 jobs have been created.

Thirdly, and of particular interest to this subcommittee, New York State has also

established a tuition assistance program for dislocated workers. Section 7 of the

Occupational Retraining and Reemployment Act (OKRA), as amended by Chapter 780 of the

Laws of 1984, provides a tuition assistance program for dislocated workers under Title III of

13PA. The Act authorizes up to,S1,500 to be paid to approved training providers for each

certified eligible person enrolled in a program leading to employment in designated

occupational fields with favorable employment opportunities. In order to be eligible to

participate In this program, training providers must be licensed or certified by the State

Education Department, offer apprmed non-degree programs with a minimum of 320 clock

hours of instruction, and provide a record of program completers and placements for two

years prior to the date of application.

In order to qualify for participation in the program, each dislocated worker must be

registered with the New York State Department of Labor Job Service and certified as

eligible by the local Job Service Office. Applicants must be individuals who (I) have been

terminated or have received notice of termination or layoff from employment and are

eligible for, currently collecting, or have exhausted their entitlement to unemployment

compensation, and are unlikely to return to their previous industry or occupation; (2) have

been terminated from, or have received a notice of termination of, employment as a result
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of any permane closure of a plant or facility; or (3) are long term unemployed and have

limited opportunities for employment or reemployment In the same or a similar occupation

In the area In which such Individuals reside, Including older individuals who have substantial

barriers to employment by reason of age. The program permits, those individuals

participating to continue to collect unemployment compensation while participating In the

training program.

Agencies eligible to apply Include private sector employers, employee unions,

community-based organizations, joint apprentice councils, local education agencies, boards

of cooperative educational services, postsecondary institutions, licensed private schools,

registered business schools, Service Delivery Area grant recipients under the Job Training

Partnership Act (3TPA), and Private Industry Councils (PIC.), as defined by the 3TPA.

The ORRA tuition assistance program Is a joint venture between the New York State

Departments of Labor and Education. As indicated, the Department of Labor's Job Service

certifies the dislocated worker as eligible to participate in the program. The lob Service is

also responsible for letting dislocated workers know about the program. The Education

Department Is responsible for approving programs, for certifying agencies as eligible to

participate and for making payments to the training providers. The Labor Department and

the Education Department jointly determine the occupations with favorable employment

opportunities. Approximately 1.9 million dollars was appropriated for the l984-8S fiscal

year for the tuition assistance program for dislocated workers under the Occupational

Retraining and Reemployment Act. The program has been continued by the State

Legislature at the same appropriation level for the 1983 -16 fiscal year.
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I have reviewed some of the factors that point to the need for worker retraining both

now and in the future. I have also reviewed several different types of approaches that we

are using in New York State to deal with worker retraining and structural unemployment. I

believe it is clear from our experience that strong programs for worker retraining which are

well-funded and which build on the strengths of existing delivery systems are the key to

success in retraining workers in the future.

In regard to the legislation proposed in HR 26 and HR 1219,1 will leave comments on

the specific form and financing of the training account and training incentives to those more

expert and qualified than I. I do, however, want to identify some criteria which I believe the

approaches in these two bills must be measured against. These criteria were used in the

development of New York State's ORRA tuition assistance program which has many

similarities to your proposed bills.

(1) The aid .rovlded for trainin should be provider neutral

All types of agencies and institutions should be eligible to compete for funds and

to offer the needed training programs. These include public and private colleges,

secondary schools, vocational technical centers, community based organizations,

proprietary schools and businesses. A competitive, market environment makes

the overall delivery system for training more responsive to needs of students and

provides the most flexibility and the greatest number of opportunities for

students. In addition, using existing providers builds on their program and

technical capacity and links workers retraining to other programs such as

counseling, basic skills instruction, and computer literacy training.
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(2) There must be quality control measures built into the program

The results of both the General Accounting Office's study of proprietary schools

and a study conducted in New York State of tuition assistance program funds at

private business schools indicated that problems can develop when aid programs

are operated in a market environment. These problems include failure to

enforce admission standards, poor quality instruction and equipment, and poor

rates of student completion. My worker retraining aid legislation must ensure

that quality control mechanisms are put into place and that the state education

agency has responsibility for assessing the quality of training programs in which

displaced workers can be enrolled. State education agencies have traditionally

approved programs and enforced quality standards for those programs eligible for

Pell grants, guaranteed student loans and veteran's benefits. Unless we build on

this capacity, we would be faced with Instances where those workers most In

need of retraining become frustrated because they are not properly matched

with programs or are enrolled in poor quality programs.

(3) The training must be targeted on areas of labor market need

A related issue to quality control is the relationship of the training program to

labor market needs. Workers must not be retrained for jobs that don't exist.

However, it is very difficult to predict what the future needs of the workforce

will be because the economy is ...ranging so rapidly. Part of any worker

retraining legislation must include the identification of occupations with

favorable employment opportunity, and this information must be updated on a

regular basis. Under the ORRA tuition assistance program, we developed .a

systematic methodology for projecting those occupations with favorable employ-

ment opportunities in the State. Considerable work needs to be placed into

developing labor market projections using the combined efforts of the Bureau of
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Labor Statistics, the State Labor Department and the State Occupational

hformation Coordinating Committee. In addition, the area of entrepreneurship

must be Included In any review of occupations with favorable employment

opportunities. As I have Indicated, small businesses are an Important aspect of

our economy and new small businesses are responsible for a large proportion of

the nation's job creation. Workers must be given a chance to train to become

successful entrepreneurs.

h closing, there is extensive documentation of factors Influencing the need for worker

retraining. These include shifts in the economy, the emergence of entrepreneurs as a

significant part of the economy, Increases in the number of women, minorities and the

disabled in the workforce and the Impact of technology on Jobs. Strategies to address the

needs of workers must ensure that high quality programs exist which provide workers with

relevant up-to-date skills in Jobs which are in demand. States have a vital role in ensuring

program quality and using the capacity of e&cational institutions to provide needed

training. I thank you for the opportunity to testify on these Important issues.
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Mr. MARTINEZ. Thank you, Mr. Kadamus.
You said something in the last part of your testimony about

making the use of the moneys as flexible as they could in consider-
ation of all those educational and retraining programs that you
stated. The Department of Labor now certifies the broad spectrum
of what programs are certified that the money could be used for.

Do you have problems with their broad list of educational pro-
grams.

Mr. KADAmus. I think what we are suggesting is that State edu-
cation agencies in terms of the history of tuition assistance type
programs for students have a long history in assessing program
quality. For example, under the Pell Grant Program, under the
veterans approving ency program, the veterans program, in our
State under the Job Partnership Act Program, the State
education agency under title III plays a roll in approving the pro-
grams for dislocated workers so that they can use the so-called
vouchers that they have, the $1,500 that they have for voucher, to
go to a retraining program.

I think it is a mistake to simply think you can do this from the
Federal level or to think that you can do this through the Secre-
tary of Labor or to think you can do this through national accreea-
ing commissions. I believe that there needs to be somethe quality
control needs to be more based with the agencies in the State gov-
ernments that deal with the quality of these educational institu-
tions on an ongoing basis.

Mr. MARTINEZ. So, what you are saying, is there should be some
agency somewhere that approves the training programs?

Mr. KADAutis. Yes, I am.
Mr. MARTINEZ. But you are saying at a Federal level it is too far

removed from the local knowledge to really be in a position to de-termine what
Mr. KADAhms. That is correct.
Mr. MAirrniEz. All right, I understand that.
You mentionedI am not sure which one of you mentionedthe

labor market need. Do we have someplaceand I thought I saw
somewhere, and I can't remember the publicationthat the Labor
Department does have enough statistics and projections of those
statistics to what jobs will be, what kinds of jobs will be available
in the future? Do you know of some clearinghouse or some agency
that does provide on an ongoing basis determinations of what the
job needs will be into the future?

Mr. KAD, idus. The Bureau of Labor Statistics certainly has that
role. The problem, I think, comes when you begin to take that na-
tional data or statewide data and begin to break it down by county
or even economic development region. In our State, the manufac-
turing survey, for example, is based on 8,000 firms. That means
that in some of our smaller counties they are projecting the needs
for those counties based on a survey of one or two manufacturing
firms. If one goes out of business, as Congressman Boehlert talked
about in Cortland County, it throws off all the labor market needs.
So, there needs to be certainly more work done in terms of getting
more specific projections of labor market needs.

It is our view, though, in terms of our tuition assistance program
for dislocated workers, we only let those workers pursue occupa-
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tions in fields in which we have determined through a methodology
at the State level have favorable employment opportunities.

Mr. MArrnaz. So then you can at a State level determine whatthose
Mr. Kan Awls. Right. It had to be statewide. We could not break

it down below a statewide level and still get reliable statistic.
Mr. MARTINEZ. Do you think that it should be broken down to a

lower level? Let's say countywide or
Mr. KanAmus. I believe that there needs to be much more atten-

tion to looking at labor market data on a sub-State level, yes.
Ms. EurucH. I think we still don't have a good central concern for

assessing needs. It's the problem of projections. If you take the Job
Partnership Training Act, the Private Industry Councils have done
very well and played a real role, I think, in influencing the kinds
of training programs people go into. But it's a quick payoff, because
they are rewarded for giving people short training programs and
getting them placed immediately. That compounds the problem 5
years down the road, when that quick job has disappeared again.
So, someone needs to be looking at the projections in a technologi-
cal era on a larger basis.

Many of these companies are national and international. So, the
subsections of States and counties cease to be quite as meaningful
as they used to be in assessing needs.

Mr. 'CARAMEL I would agree with that assessment, particularly
when you take a look at the changes in the job market, the rapid
changes in the job market and the need to really have more invest-
ment in terms of determining labor market needs.

Mr. MARTINEZ. Well, I would agree with you that it is a quick fix,
one of the reasons it is a quick fix is because of the desperate situa-
tion of the numbers of people who were losing jobs. Now, there's
another aspect of it that I find fault with, and that is that it is
really only serving about 3 percent of the total need. So, there isn't
the expenditure of moneys there.

I see where your criticism comes in in regard to the quick fix,
bui, I would disagree that we can eliminate it. Right now there is
an immediate need for that.

Ms. EURICH. Absolutely. No, you don't eliminate it. What you
need to do, though, is look ahead to the other needs in conjunction
with it. Of course you want to place people rapidly. But if that's
the sum total of the program, we are missing the larger problem of
continual training and more basic training so people can deal with
the kind of knowledge, intensive problems we have got now.

Mr. MARTINEZ. I agree with you that there is a need and a tre-
mendous need for us to concentrate on basic skills and basic educa-
tion so that they can be flexible enough to move into different
training opportunities. But one of the things that keeps reoccurring
in my mind as I look at my district and I look at the people that
are without employment and I look at people that have been laid
off from jobs because of plant closures, and I see that their training
was job specific. They were in that job a long time.

I will give you the best example I can, Bethlehem Steel. I knew a
lot of people, because it is in my district, that were laid off from
there that were in the 55, 56, or 58 age group, close to retirement.
They looked at going out and getting retrained for another job. It
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just scared the devil out of them. They said, hey, we'll do whatever
we can, odd jobs, anything until retirement. Maybe they were
scared that they couldn't be retrained. Some of them, I imagine,
just became very frustrated. They gut to a point where they were
not really able to learn anything else. You take them and put them
on a job. Especially when they have to compete with somebody 30-
or 35-years old, or even 20- or 25-years old. These younger individ-
uals are more flexible. Their minds are more open. They still have
the capability of applying themselves to studying something that
they need to learn.

How do you deal with all of those people? The job trend today ishigh tech oriented and many of these people are never going to
become acquainted with this orientation. I will give you another
particular personal insight. I had a lady working in my district
office. We brought computers in. It just scared the devil out of her.
She tried. She made an effort. But one year later, she had not
learned to operate that computer. She just couldn't handle it. Her
mind was too set. Her habits were too set at her age. She just
couldn't do it.

There are a lot of people out there like that. How do you deal
with that problem?

Ms. EURICH. One way is to askand they are all competingis
to ask the manufacturers of that computer themselves to deal with
it. They would be very glad to.

Mr. MARTINEZ. We had the computer specialist come in and
spend hours. We tried to get her over her fears. She just couldn't
get over the hurdle.

Ms. EURICH. Well, there will always, I suppose, be some in our
older age group. But, of course, the children are growing up with it
and not feeling this fear. So, it is a problem of differentiating be-
tween the kinds of peopletake the woman or the older person you
mentioneddisplaced. We know that quite a few jobs will be cre-
ated in sales. We know quite a few jobs are being created in service
industries of a variety. They are not all in information lines or
knowledge intensive. But what we do need is some kind of a viewof just where these problems are and what we have already got to
bring to them. That's the thing I think we are missing when we do
individual bills that approach the problem.

Mr. MARTINEZ. In your concept of what we should do to correct
the problems that exist out there, do you take into consideration
aptitudes of people?

Ms. EURICH. Aptitude?
Mr. MARTnquz. Aptitudes of people.
Ms. EURICH. Sure.
Mr. MARTINEZ. Capacity of people.
Ms. EURICH. Yes.
I was talking, for example, the other night with the head of a

very big corporation in this vuntty about what he thought shouldbe done. I was thinking today you should ask him about tax incen-
tives for training; he is not the least bit interested.

But the point is, I said, if you're a nationwide company and an
international one, wouldn't you offer training courses in your dif-
ferent operative units that unemployed people could come and
take? We are talking about now specific job type training courses,
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or some of them, of course, are remedial reading and writing. Cor-
porations are all teaching this. You could offer those courses. It
wouldn't cost you much of anything. Do it two or three times. Or
transfer those courses onto packaged courses, that sort of learning
that people could be helped to do in a small group. Sure, he said,
there 'd be no problem in a thing like that. All the big companies
would be glad to let that go for a flyer on one to two rounds and
see what happens.

So, when I say bring the resources we have already got to bear,
they are doing a good job in a lot of those corporate classrooms.
But, as my friend said, the little companies don't have that. It's
only 10 percent of the workforce that gets anyplace near those good
corporate training programs. But if those programs could be trans-
ported to all those other workers in various ways, it could help.
And it gives us a library of courses and training programs to draw
on.

Mr. MARTINEZ. Very good.
Mr. KADAMUS. We found in our work with small business that

we have offered a combination of what we call transferrable skills
and job-specific skills. I don't think you can just stay only with the
broad-base skills.

But particularly I wanted to note, for instance, we have had in
our State, to deal with the secondary vocational education system,
which I think is a critical need, in terms of giving students a com-
bination of those skills such as problem solving and decision
making, management of resources, understanding the workplace,
being computer literate, in addition to job skills. I think our voca-
tional programs far too long in this country have been more job-
specific, and unless we change those programs, we will have an-
other generation of dislocated workers.

That is the long-term preventative work that we need to do right
now in terms of vocational education in this country.

Mr. MARTINEZ. Would both of you be available for written ques-
tions? As some of the people read this transcript of this hearing,
they will have questions.

Mr. KADAMUS. Certainly.
Ms. EURICH. Certainly.
Mr. MARTINEZ. Thank you very much for joining us today and

giving us the benefit of your experience.
We are adjourned.
[Whereupon, at 12:05 p.m., the subcommittee was adjourned, sub-

ject to the call of the chair.]
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