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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS

TUESDAY, FEBRUARY 10, 1987

HOUSE OF REPRESENTATIVES,
COMMITTEE ON EDUCATION AND LABOR,

Washington, DC.
The committee met, pursuant to notice, at 9:30 a.m., in room

2175, Rayburn House Office Building, Hon. Augustus F. Hawkins,
Chairman, presiding.

Members present: Npresentatives Hawkins, Gaydos, Kildee, Wil-
liams, Martmez, Sawyer, Penny, Richardson, Visclosky, Jeffords,
Coleman, Bartlett, and Ballenger.

Staff present: Gene Sofer, budget analyst; Jeff Fox, minority as-sistant counsel.
Chairman HAWKINS. Today we are holding the first of a series of

hearings by the Education and Labor Committee on H.R. 90, The
Education and Training for American Competitiveness Act of 1987.
Today's hearing will focus on education.

Not too many years ago, the United States was growing, was the
dominant power. It was promoting more and it was drawing on its
prowess.

Our economy was full of life and innovation.
Today, however, we are in the midst of a competitiveness crisis,

with profound implications for our present and future standard of
living. Productivity in our country remains higher than anywhere
else in absolute terms, but it has declined Ji relative terms. From
1971 to 1983, U.S. productivity rose at 0.3 percent per year. Brit-
ain's annual gain was five times that and the French and Germans
rose seven times as fast. Japan's rate was nine times ours, and
Korea's was 15 times higher than the U.S. rate.

One consequence of this virtual stagnation is that since 1980,
America has suffered a net loss of over one million production jobs
in manufacturing, paying an average of $13 an hour. At the same
time, jobs and services in retail trades, paying between $5 and $7
have increased by 5.5 million.

Experts differ as to how we got into this position. There is, how-
ever, a virtual consensus that we must do a better job of educating
our citizenry. A recent study, for example, indicates the literacy
skills of many young adults stagnate at a level below what is
needed for personal advancement and full participation in society.

It is also obvious that literacy problems inhibit the ability of
many dislocated workers to find new jobs. According to the Nation-
al Science Board study on Undergraduate Science, Mathematics
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and Engineering Education, "serious problems, especially problems
of quality, have developed during the past decade in the infrastruc-
ture of college level education in the United States in mathematics,
engineering sciences. Problems are occurring in all types of institu-
tions."

The NSB found out of date !um' unimaginative courses and cur-
ricula often taught by inadequately trained faculty members. It
also reported that laboratory instruction had deteriorated. Accord-
ing to a recent study on international education, American stu-
dents know as little about the world around them as about science.

For example, in a U.N. survey of some 30,000 ten and fourteen
year old students in nine countries know much more about foreign
cultures and the U.S. among them is next to last.

If we are to regain our competitive edge, we must treat education
as the highest priority. As Speaker Wright noted in his response to
the State of the Union, "however splendid our weapons, we won't
be first in defense or first in trade if we settle for second best in
education."

Almost 50 years ago, Franklin Delano Roosevelt said that "the
only real capital of a nation is its natural resources and its human
beings, and if we skimp on that capital, if we exhaust our natural
resources and weaken the capacity of the human beings, then we
shall go the way of all weak nations."

At this time, the Chair would like to yield to the ranking minori-
ty member, Mr. Jeffords.

Mr. JEFFORDS. Thank the Chairman.
I have a rather lengthy statement that I'll put in tha record. At

this time, I would just like to say that I look forward to the testi-
mo; this morning, especially from our distinguished former col-

e, Mr. Brademas. I listened to him, was with him this past
week when we had a press release on making America work again,
as a response to a Commission set up to look at some of the prob-
lems that we have in this country.

I am also concerned that we may come up with some wonderful
ideas, but without the means to do anything to bring about the so-
lutions which we need as a result of our deficit problem. So we
have a real challenge this year to try and not only chart a course
that will get us out of the problems which we see, but also to find
the means to provide those solutions.

Thank you, Mr. Chairman.
[Prepared statement of Hon. James M. Jeffords follows:]

PREPARED STATEMENT OF HON. JAMES M. JEFFORDS, A REPRESENTATIVE IN CONGRESS

FROM THE STATE OF VERMONT, DATED FEBRUARY 10, 1987

Mr. Chairman, I want today to address the problem of America's trade deficit,
which has been vowing with alarming speed. Between 1960 and 1984, the United
States' share in total world exports declined from 21 percent to 12.6 percent. Be-
tween 1980 and 1985, the trade gap widened by 311 percent. Exports fell by three
percent, but imports increased by 41 percent. The United States, once the largest
creditor nation in the world, is fast becoming the world's biggest debtor. Expressed
in dollar terms, the trade deficit topped $170 billion in 1986exceeding the 1985
record by more than 15 percent. In more human terms, it has meant a traumatic
disruption in the lives of thousands of Amercan workers in industries that declined
because they were unable to compete with foreign made goods. And it has threat-
ened the security of pension benefits expected by people who spent their working
lives in industries, which, through no fault of the workers, couldn't compete with
imports.

In contrast to what happened in the United States, look at what happened in
Japan. Five years after World War II, Japan's gross national product was only
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about six pereerit of 'that of the United States. By 1982, on a per capita basis,
Japan's GNP was '75 percent of ours, and increasing at twice the rate of that of the
United States. Japan 'ti resurgence did not result from the exploitation 9f natural
resources; it must import almost all of its oil and much of its food. Japan's principal
resources are human resources, and many attribute Japan% remarkable comeback
from the devastation of the war to the nurturing of these, human resources by an
educational system that seems as if it had been specially tailored to enhance the
country's power in the world marketplace.

Japan long ago realized that its economic future lay in the world of technology. It
took steps to assure that it had a population sufficiently well versed in science and
mathematics to assure en adequate supply of research scientists and engineers to
satisfy the recognized need for continuing scientific discovery and innovation.

America has that same need. Our heavy industries may never regain their once
preeminent status. Many of their low-skilled workers will never get their jobs back.
To a large degree, our economic future lies in computers, robotics, biogenetics, and
other highly technical fields that will require workers trained in mathematics andscience.

Technological advance has become increasingly sophisticated and dependent onscientific knowledge, and it is critical that such knowledge be more broadly distrib-
uted throughout society. The jobs of the today's factory worker will increasingly be
assumed by robotics. Many of the jobs in tomorrow's factories will be held by skilled
engineers and technicians who will service the computers and robots involved in themanufacturing process.

On standardized college entrance tests American students' average science and
mathematics scores have been dropping steadily for 20 years. In 1963, the mean
score in mathematics on the Scholastic Aptitude Test was 502; in 1980, the mean
score was 460. Over the same period, there was a 15 percent decline in the propor-
tion of students scoring above 700 (out of a possible 800) on the SAT, with a 38 per-
cent increase in students scoring below 300. Only one third of the nation's schoolsrequire more than one year of math and one year of science for graduation from
high school. Only about 10 percent of graduating high school seniors have takenphysics, and only 8 percent calculus.

In Japan, by contrast, one quarter pf the total number of class hours are allotted
to math and science. During their annual 240 eight-hour schools days (as opposed to
180 five- or six-hour days in this country), Japanese students spend three tirile's the
amount of time on science and math courses than the most science-oriented stu-dents in the U.S. Japanese businessmen have been known to be reluctant to take
posts in American cities, because, they fear that if their children go to American
high schools and return to Japan for college, they'll be two to thane years behind in
math and science.

America's failure to focus its students' attention on math and science is exacer-
bated by a serious shortage of math and science teachers. In 1980, 28 states re rted
shortages of math teachers, and in 16 of those states, the shortage was descri ascritical. During the 1970's there was a 77 percent decline in the number of second-
ary school math teachers being trained and a 65% decline in the number of second-
ary science teachers being trained. In 1981-82, 50 percent of math and science
teachers were uncertified and were teaching with emergency certificates. Fully one-
third of elementary school teachers have had no science courses in college.

In the United States, most graduates in mathematics and the scier.ces are not at-
tracted to teaching because of its low pay and low status. A quarter of the nation's
math teachers have indicated that they expect to leave the teaching profession
within five years for a more lucrative job in the private sector. Japanese teachers,
by contrast, have status in the community and receive wages comparable to profes-
sionals in other fields. More than half of those who try to enter the teaching ranks
each year are turned away. Teachers' starting salaries are about 50% higher than
in the U.S. In the 1960s, when the economic boom began to draw prospective teach-
ers to more lucrative positions with industry, the Japanese government increased
teacher salaries by more than 45.percent.

Japan has also done a better job of preparing its people to adapt to foreign cul-
tures. Its students are better versed in foreign language than their American coun-terparts. Beginning in the 7th grade, the currhmlum gives about 10percent of class
time to foreign language instruction (usually English), and by the time they gradu-
ate, most Japanese students have had 6 years of foreign language study.

Americans are largely indifferent to the study of foreign languages. In 1981-82,
only 100 persons received bachelor's degrees with majors in Japanese. Only 68 per-
sons received bachelor's degrees with majors in Chinese. Sixty-one percent of ourbusiness schools do not offer any international courses. Despite Japan's dramatic
emergence as a leader in world trade, there has been no significant increase in the
numbers of Americans speaking Japanese. During- the period from 1973 to 1983,
when the Japanese challenge mushroomed, the number of American,students study -
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ing Japanese grew only from 9,500 to 11,500. If American exports are to grow, busi-
nessmen must be able to communicate with foreign trading partners. Companies
must become more adept at understanding and satisfying the needs and tastes of
foreign consumers. This will mean that more businessmen will need to learn foreign
languages and understand other cultures. A UNESCO study, however, ranks Ameri-
cans as next to last in sensitivity to foreign cultures.

The federal government has programs to promote improvement in the quality of
elementary and Pcsndary school teaching of math, science, and foreign languages.
They were enacted as part of the Education for Economic Security Act. These pro-
grams were initially authorized at $400 milliona figure that was thought to be the
minimum necessary to realize any appreciable improvement in the teaching of these
disciplines. Congress has not been willing to appropriate even this minimum
amount. Ile most that has ever been appropriated for this important program was
$100 millio3, which represented a quarter of the sum necessary to make a minimal
impact. In fiscal year 1986, the appropriation fell to less than $90 million. We have
also seen cutbacks in graduate student fellowships. If we want to assure that the
quantity and quality of America's future workforce is not jeopardized, we must
assure an adequate supply of trained engineers and scientists.

Although our elementary and secondary schools may not compare favorably with
foreign schoals in the teaching of math and science, our system of higher education
is the envy of the world. Not surprisingly, the ranks of our graduate schools are
filled with many foreign students. To meet the demands of our technological society
we have, in effect, imported good students. In fact, nearly fifty percent of the Ph.D's
in engineering and computer science are awarded to foreigners. Higher education
has been unable to attract adequate numbers of American graduate students to
meet both the demands of industry and academia for highly trained scientists and
engineers. Xerox corporation has stated that the national need for graduate-level
computer scientists far exceeds supply. Hewlett-Packard representatives have
warned of the potential dangers to national security and to our competitive position
in the world marketplace that could flow from the existing shortage of graduate
electrical engineers and computer scientists. The costs of graduate education have
skyrocketed. At tie same time, federal support for fellowships and research assist-
antships has fallen. In 1969 there were approximately 80,000 stipends for graduate
students; now there are only about 40,000. Moreover, graduate students start their
careers heavily in debt. On an average, they owe education expenses of more than
$10,000 when they graduate. Thus they frequently cannot afford to forgo lucrative
industrial offers for careers in research and teaching at a university.

Our institutions of higher learning are also essential to our nation's research and
development effort. It is there that most of our nation's basic research is conducted
and where an important part of its research and development function is performed.
To improve its position in the global economy, the United States is fundamentally
dependent on its research and development enterprise. Industry needs the fruits of
R&D as a starting point for new ventures and new exports. In Japan, the govern-
ment has played a key role in encouraging R&D. In the United States, the R&D
function is shared by private industry and academia. Research industries conduct
about 12 percent of the nation's total R&D and more than 50 percent of its basic
research. Research instruments and research equipment. at research universities
have reached such a state of obsolescence that the amount and quality of research
that can be conducted there is severely limited. Outmoded research laboratories and
equipment represent a critical unmet need. The Report of the White House Science
Council on the Health of U.S. Colleges and Universities recognized that need and
expressed support for a program to restore and revitalize the infrastructure of our
nation's academic research facilities.

I have been focusing on these issues in the context of trade because I think that
there are a substantial number of people who think that our response to the trade
crisis should be limited to assuring free and fair access to foreign markets for Amer-
ican goods. In fact, last year when the Education and Labor Committee marked up a
trade bill, I heard a number of people question the relationship of education to
trade.

Success in the world market will be determined by more than trade laws and
export incentives. I'm afraid that we will focus too much in drafting our trade bill
on short-term, quick-fix solutions to the trade problem. In my view, an important
part of the solution to the trade problem lies in fundamental, structural changes in
our society, our educational system, and our worker training programs. To turn
around the trade deficit, it will be the federal government's responsibility to facili-
tate change through broad-based, long-term reformsto promote development of
new attitudes, skills and economic incentives. And I hope that in our zeal to enact
some form of trade relief package, we don't lose sign of the big picture, and of the
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continuing need for long-term change and of the need for the fame type of invest-ments in human capital that Japan made.
The costs of undertaking short-term programs to respond to the trade problem are

high. Of the $4 billion in unfunded pension liabilities guaranteed by the Pension
Benefit Guaranty Corporation, 75 percent represents unfunded liabilities of steel
companies that have been adversely affected by foreign competition. The President's
budget commits almost $1 billion in worker adjustment assistance programs. The
costs of programs that would result in the kind of long-term change that I believe isneeded to fully respond to the challenge of the trade deficit are astronomical. Esti-mates of the costa of revitalizing college and university research and laboratory fa-cilities run up to $40 billion. Estimates of the annual cost making graduate educa-tion in areas of national need more widely Available range as high as $50 million.

Given our budget crisis, I am not suggesting that we immediately appropriatefunds for such programs. I am pointing out these figures to highlight the magnitude
of the problem. Some of the changes that are needed are perceptual or attitudinal;
no programno matter how well financed could. effect such change. Doing noth-ing, however, is also costly. Every $1 billion in exports creates approximately 25,000
ljobs;

conversely, a decline of $1 billion dollars in exports means that 25,000 jobs areost or are not created. For every 1 percent increase in unemployment, the U.S. gov-
ernment loses $40 billion- Li revenues.

Mr. Chairman, I will this week introduce a bill calling for a "competitiveness sur-
charge" of 0.9 percent.. Moneys collected as a result of this surcharge would be held
in a special trust and would be available for p that respond to the trade
problem. These funds could be used, for example, or worker adjustment assistance
programs, or to reduce the PGBC deficit attributable to pension plan defaults by
import-impacted companies. I believe that, In effect, we should "let the solution pay
for the problem." That is, we should let a parta small part of the cost of import-
ed goods help solve the problems caused by a flood of imports. A 0.09 percent import
surcharge would generate about $3 billion in revenues. Given the job ahead for
American business, this sum won't go far in the long-term effort to improve our
trade picture. It could, however, be a much-needed source of funds to be used for
short-term, quick response programs.

Chairman HAwmis. Thank you.
Since this is the beginning of a series of hearings on the subject,

the Chair would like to yield to any other member who may wish
to have an opening statement.

Mr. Kildee?
Mr. KILDEE. Just briefly, Mr. Chairman.
First of all, I'd like to welcome John Brademas, one of my first

Chairmen, when I came to Congress, and my very good mentor, my
very good friend. I thank you, Mr. Chairman, for this hearing this
morning. This is preeminently not the time to cut education, yet
the Administration asks for a 28 percent cut in education. I cannot
understand that.

I think the only way I can really describe the act to cut educa-
tion at a time like this is as an act of stupidity. I can't think of any
more charitable word than that to describe it.

Mr. Chairman, I come from Flint, Michigan, and I can recall the
days in Flint, Michigan, when I was in high school when one could
graduate from high school on Sunday, and go to work for Buick on
Monday. And those days are gone.

Right now, General Motors needs more skilled people. They are
in the act right now of training and retraining their workers. In
Flint, Michigan, two years ago we put together, with some Federal
dollars and state dollars and local dollars and private dollars, a
consortium of the intermediate school district, the local school
board, the two colleges, University of Michigan and Marquette
Community College, and GM, to retrain workers for this new tech-
nology.

That has worked. We could have used more Federal dollars. This
is a time, I think, to increase the Federal commitment, rather than
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decrease that Federal commitment. If we are in a trade war, and I
hate to use that word, but if we are in a trade war as some say we
are, if that be the case, then to cut education at this time is an act
of unilateral disarmament. We're disarming ourse yes in this com-
petition, and we cannot do that. We will fail as a hation unless we
train our young people to enter the new jobs that are being cre-
ated, hopefully created, and to retrain the workers who are now on
the job and need new akills.

And I commend you, Mr. Chairman, for these hearings on this
very important bill.

Chairman HAwitiNs. Any other statements?
Mr. Martinez?
Mr. MAirritaz. Thank you, Mr. Chairman.
I was very honored to meet Dr. Brademas in the back room and

find out right away that he was a beneficiary of bilingual educa-
tion, and that he speaks Spanish more fluently than I.

I'm looking forward to his testimony. And, as my colleague, Mr.
Kildee, has said, this is a time when we need to put more into edu-
cation, not less. It seems that in the past few years, we've concen-
trated so heavily on what we appropriate for defense that every-
thing else has suffered. And I think it's time that we reverse that
trend. I think there's an absolute need to do it now. We passed a
science and math bill not too long ago, which decried the void of
expertise in our schools necessary to teach that subject matter. If
we were going to keep up with countries like Japan and Germany,
we need to have our young people trained :n math and the sci-
ences. And we hear a lot of rhetoric; it sounds good to a lot of
people, but we actually have not done as much as we could have.

Now's the time to do it.
Thank you.
Chairman HAWKINS. Any other statements? II not, the Chair

would, at this time, welcome our distinguished colleague. I think
the other members have adequately done so, bat because of a per-
sonal feeling about the witness, I should like to add my words to
what has been said.

John Brademas, as you well know, became the thirteenth Presi-
dent of New York University in 1981. Before that, he served as a
member of Congress from Indiana. For 22 years he was a member
of this Committee. Recently I had the great privilege of reading his
book. He has moved from Washington, D.C. to Washington Square.
Today he returns to Washington, D.C.

John, the most telling memory that I have of you, I think, came
in the mid- 1960's, when you contributed so much to education in
this country, particularly something that is very close. to my heart,
and that is the establishment of Chapter One, known then as Title
I, and the rest of the Elementary and Secondary Education Act.
Withott: your leadership, putting the pieces together, we would
never have done that. We have tried to improve on it over the
years. We think we have done so, but certainly without the founda-
tion that you laid, we would not be even discussing it today.

So we have a very warm feeling and welcome you to this Com-
mittee this morning on that side of the table, and we'll let you pro-
ceed as yeu see fit. We will put into the record, the full text of your
statement, and would hope that you would deal with the highlights
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of it, so that we would have the time to question you benevolently
in connection with it.

Thank you very much. You may proceed.

STATEMENT OF HON. JOHN BRADEMAS, PRESIDENT, NEW YORK
UNIVERSITY

Mr. BRADEMAS. Thank you very much, Mr. Chairman, and mem-
bers of the Committee for your very gracious comments. And let
me say how much I count it a pt'vilege to be back in my home ter-
ritory, and how much I look for % ard to being with you this morn-
ing to talk about a subject that binds us all together, namely, sup-
port for American education and particularly today, higher educa-tion.

As you said, Mr. Chairman, I lived 22 years, of my life on this
Committee, so I regard it as a second home.

Another point rd like to make, Mr. Chairman, represented by
those who are here this morning, is that support for education in
our country here at the Federal level has always been bipartisan.
And I'll say a word about that in a moment.

I come before you today as one who wears several hats; that
former member of Congress, and of this Committee; now President
of the largest private university in the world; and, third, one who
devotes through service on a number of boards, a fair amount of
time to issues of the economy.

You've asked me to testify today on the role of higher education
in strengthening America's position in the new globalized economy.
Let me first speak of connections between our colleges and univer-
sities and the full range of our aspirations as a nation. I think that
all of us are aware of the recent wave of reports that speak of the
important place of higher education in our national life, and nearly
all these reports agree on these conclusions:

First, in our country, higher education is the key to individual
socio and economic advance. Second, higher education lies at theheart of a powerful and expanding economy, the major point of my
testimony. Third, colleges and universities are indispensible to our
national security. Fourth, colleges and universities are crucial to
sustaining a lively and creative intellectual cultural and civic life.

But you've asked me, Mr. Chairman, to look at just one dimen-
sion of the contributions of higher education; namely, how it canstrengthen in an increasingly competitive world the American
economy. You've already remarked, Mr. Chairman, on some of the
indices of our declining economic power relative to where we were
four decades ago in the world. Although we are still the richest
country in the world, these several indicators should give us cause
for concern, and in my statement at pages 6, 7 and 8, you will find
a listing of some of the indices of which I speak.

All these factors hold profound consequences, not only for our
economic position, but for our national security and the quality oflife of Americans.

Why do I say this? Well, serious weaknesses in our economy
clearly threaten our defense edge. We've been told that Japanese
and other foreign companies now supply critical components for a
number of our missiles systems. American families are feeling eco-
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nomic strains. And for the first time in our history, our children's
standard of living may not equal, let alone surpass, our own. So for
all of these reasons, Mr. Chairman, which I spell out in my pre-
pared statement, the national watchword has now become "com-
petitiveness," a word that stirs concern from the Oval Office to
Capitol Hill to mainstreet.

You're aware, Mr. Chairman and members of the Committee,
that several groups have recently been formed to focus on our eco-
nomic standing in the world, and in addition to these several
groups, both in Congress and outside Congress, we've seen a
number of approaches offered by a diversity of authorities on how
we can more effectively deal with our economic problems and a
light motif of all these reports and approaches is that we must give
greater attention to brain power.

An article last fall in Fortune Magazine emphasized the close
connection between scientific research and American productivity
and strength in world markets. Among the most prominent of
those making this case are Eric Bloch, the Director of the National
Science Foundation; a panel of the White House Science Council,
cochaired by David Packard of Hewlett-Packard, the former Secre-
tary of Defense and Professor Alan Bromley of Yale, the Business
Higher Education Forum, both the Congressional bipartisan Con-
gressional Caucus on 'Competitiveness and the Council on Competi-
tiveness, chaired by tiohn Young, and the National Governors Asso-
ciation.

I was here in Washington last month attending a meeting called
by Speaker Wright and Majority Leader Byrd, at which members
of Congress of both parties appeared along with leaders in business,
labor and academic life, to talk about the challenge of competitives.
And again and again the theme was sounded that a key to a resur-
gence of productivity in our country is investment in education and
as you said, Mr. Chairman, President Reagan noted this in his
State of the Union message, as did Speaker Wright in the demo-
cratic response.

Congressman Jeffords ,has already alluded to a release last week
of a report of the National Commission on Jobs and Small Busi-
ness, on which I serve, Making America Work Again, and that
report makes a clear and compelling case for support of research
and development, worker training and retraining and education at
every level, from preschool, that is early learning programs,
through graduate school.

I note also, Mr. Chairman, that four years ago, I served on the
Bipartisan National Commission on Student Financial Assistance
and chaired its Subcommittee on Grac:uate Education. Both Mr.
Ford and Mr. Erlenborn of this Committee served on the Commis-
sion, as did Senators Pell and Stafford. And our report warned of
serious signs of trouble and erosion in the nation's graduate capac-
ities, including shortages in doctoral talent, obsolete laboratories
and outdated library collections and the potential loss of a genera-
tion of scholars in certain fields.

In a series of powerful speeches, Eric Bloch, the National Science
Foundation Director, has similarly identified deficiencies in the na-
tion's research capabilities, and urged greater Federal support for
academic science. I have already referred to the Packard-Bromley
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report, known as a renewed partnership, and the conclusions of
Bloch and the Packard-Bromley group are on all fours with each
other and with those of the National Commission on Student Fi-
nancial Assistance.

These reports all warn particularly of the serious shortage of
university laboratories, equipment and facilities. They are in an
alarming state of disrepair. Bloch is also disturbed by the nation's
research priorities. The military proportion of the Federal R&D
budget has ballooned during the last five or six years from about
half to nearly three-quarters of all Federal spending on R&D.

I think it is significant, Mr. Chairman, that both Bloch and the
White House Science Council Group, the Packard Bromley panel,
argue strongly for a doubling of Federal support of basic research
conducted at universities. Now, Mr. Chairman, I've warned, in this
quick analysis, of Americans declining competitive standing in an
increasingly globalized economy.

I've noted the relationship between investment in our colleges
and universities and American competitiveness. I've cited several
authoritative recommendations for public policy toward higher
education and the consensus they represent.

Given the obvious importance of research and scholarship to our
national competitive strength, we can only be alarmed at current
Federal policies affecting higher education. You are all on this
Committee familiar with these policies. You've already cited some
of them. You, Mr. Chairman, and other members of the Committee.
I simply reinforce the observation that the budget proposed by Mr.
Reagan, in slashing funds for education generally for 28 percent,
and higher education specifically by an astonishing 45 percent, is
really a dagger at the heart of prosperity in our country, and of
our national security.

I note in particular the sharp drop in financial aid to college stu-
dents. Thereby, in my judgment, the Administration would be
slamming shut the door of opportunity for the preparation of the
students whose talents and skills are essential if America is to get
back into the international competitive game.

I note, also, the new so-called income contingent loan program
which would have the effect of adding enormously to the debt of
American college students, already a serious problem, as the report
issued last December by Congressman Obey and Senator Sarbanes
for the Joint Economic Committee warns us.

One possible result of this new income contingent loan program
is that today's generation of borrowers would be paying off their
college debts in the future at the same time they would be strug-
gling to pay for the college education of their children. And, in ad-
dition, we would see a substantial reduction in the proportion of
women, low income and minority students going to college.

And also I note, Mr. Chairman, in terms of the economic com-
petitiveness of our country which is the theme of our hearing this
morning, this new program would discourage too many students
from entering lower paying careers in teaching and academic re-
search positions vital to American competitiveness.

But the Administration's budget, Mr. Chairman, is not the only
threat to American higher education and its capacity to contribute
to our nation's economy. Although the tax reform bill the Presi-
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dent signed into law last fall represents major improvements in
making the tax code fairer, and as a long time legislator, I take off
my hat to my former colleagues, Chairman Rostenkowski and
Chairman Packwood, for the extraordinary leadership, the measure
also contains provisions threatening the nation's competitiveness.

First, the law would tax scholarships and fellowships to the
extent that-students do not use the stipends for tuition and equip-
ment, a particular hardship for graduate students in paying for
room and board.

Second, deductions for interest on student loans would be phased
out, another cost increase for students. Third, the law would man-
date, mandates a $150 million ceiling per institution on access to
tax exempt financing by private but not public colleges and univer-
sities, and finally, as you know, Mr. Chairman, the law would
reduce giving to higher education by eliminating the charitable de-
duction for nonitemizers and imposing a minimum tax on gifts of
appreciated property. So at a time when, in the interest of our com-
petitiveness, voices everywhere are urging greater investment in
education, we are imposing new tax burdens on the colleges and
universities of the country, and on the students who attend them.

For how can we spur competitiveness if we eliminate the deduct-
ibility of interest on student loans and tax students, especially
graduate students, more heavily on their assistance. Indeed, the
combination of higher interest rates on student loans proposed in
the Administration's Fiscal '88 Budget with eliminating deductibil-
ity on this interest in the new tax law subjects students to a double
whammy. Such changes will clearly discourage many young men
and women from obtaining the advance skills our economy so
clearly requires.

I've spoken, Mr. Chairman, of the nearly desperate condition of
research facilities at American universities. How can we bolster
their scientific capacity and so their contribution to competitive-
ness, if we reduce access to the financing needed to modernize fa-
cilities? I say this because many colleges and universities must rely
on tax exempt bonds to build and renovate facilities and modernize
equipment, and because so much high level, high quality research
in the country takes place at independent universities, the per in-
stitution cap on access to tax exempt financing strikes directly at
the nation's competitiveness, by blunting our capabilities both to
conduct essential research and produce the next generation of
scholars and scientists.

You should know, Mr. Chairman, this particular change will
deny in some cases into the Twenty-First Century, some two dozen
private universities' access to the tax exempt market, among them
many of the nation's leading research universities, including in
New York State alone, Columbia, Cornell, Rochester and New York
University. By compelling such institutions to go to the more costly
conventional market, this provision, in effect, imposes a new tax
burden on them solely because they are private, rather than
public.

This change means that for the first time, Federal policy will, by
law, place private colleges and universities in a position inferior to
their public counterparts. And as a member of this Committee for
22 years, I know that this Committee, in writing legislation for stu-
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dent aid, for example, never made such an onerous and unfair dis-
tinction.

We all know that Secretary Bennett is out on the stump attack-
ing colleges and universities for raising tuition. Yet, Mr. Chairman
and members of the Committee, the policies that he and this Ad-
miniitration are pursuing, cuts in student aid, increased costs of
student borrowing, higher costs for renovating research facilities,
tax changes that will reduce private contributions to higher educa-
tion, all these factors are directly responsible for generating more
pressure for the steeper tuitions that Mr. Bennett tells us he de-
plores. Overall, the cumulative effect of these several provisions of
the Tax Reform Act is a serious, loss for universities generally, and
particularly private ones, a bizzare result for an Administration
that rhetorically praises the private sector of American life.

Mr. Chairman, indeed, in respect of everything I've been saying,
President Reagan's policies have failed to match his rhetoric. A
president who promises to make America competitive, presses
budget and tax measures that favor our competitors. A president
who praises the place of private values and public policies pursues
a course especially damaging to the private colleges and universi-
ties of the land. A president who paints a future of a star wars de-
fense shield and a giant atom smasher urges a budget blind to the
link between such visions and the educated men and women
needed to make them come true.

Now, Mr. Chairman, I've asserted that our economic strength,
our national security, our standard of living depend directly on the
capacity of our colleges and universities to produce new knowledge
and prepare future generations of scholars and scientists. But col-
leges and universities are not the only arena to which we must
direct attention and resources.

Upgrading the skills of the American work force will demand
concerted action across a range of educational fronts, from pre-
school programs to reform of our public schools, to adult literacy
and worker retraining. But in light of the concerns of your Com-
mittee, and my position as a university .president, in concluding my
testimony, I'll focus on the responsibilities of the Federal govern-
ment toward higher education.

In his response to the State of the Union, Speaker Wright de-
clared, "the 100th Congress is determined to restore education to
its rightful place at the pinnacle of our national priorities." I
agree. How, then, Mr. Chairman, can you and your colleagues on
this Committee in the 100th Congress go about this task? If the na-
tion's colleges and universities are effectively to help prepare
America for the competitive challenges of the coming decades, I be-
lieve we must take several actions.

Allow me, briefly, to enumerate them. First, we must ensure sup-
port to talented students who, because of financial need, might oth-
erwise be denied a college education. And I salute both democrats
and republicans on this Committee for the legislation that you and
I and our predecessors helped write to assure that an opportunity
for a college education be denied no qualified, motivated student
solely because he or she cannot afford it, and I urge members of
the 100th Congress to follow the example of'the 99th and 98th in
strengthening and rejuvenating the bipartisan coalition in support



of higher education that characterized my service here, and that
you reject the Administration's proposed cuts in student aid.

Allow me to make another point here, Mr. Chairman. In our jus-
tifiable preoccupation with competitiveness, the theme of our meet-
ing, let's be careful not to turn our backs on the range of programs
this Committee, has written over the last quarter of a century to
accomplish other worthy goals that may not be directly related to
the size of the trade deficit or the rate of productivity. For the eco-
nomic ends of education do not fully define this Committee's or our
country's concern for the state of our schools, colleges and universi-
ties. That concern extends to assuring the benefits of an education
to those likely to be excluded because of race, sex, income or physi-
cal handicap, to fostering the intellectual vigor of our national life
to providing every citizen an appreciation of and capacity for the
responsibilities of citizenship.

These commitments have guided you and your predecessors on
this Committee and should not now be abandoned in the search for
ways to advance another important goal, economic growth. Second,
I urge that you strengthen the nation's capacity for advanced
training and research. I've earlier alluOd to the 1983 report on
graduate education of the National Commission on Student Finan-
cial Aid, and our Commission's findings then are directly relevant
to our discussion today. We found severe shortages of scientists and
engineers. Half the students in American graduate schools of engi-
neering, for example, are from foreign countries. And that's a seri-
ous matter because we're exporting trained talent to our competi-
tors in world markets.

We're also threatened with inadequacies in the numbers of doc-
toral level scholars in other areas as promising undergraduates,
faced with high costs, reduced financial aid, and uncertain employ-
ment outlook, avoid graduate school. As you said in your opening
statement, Mr. Chairman, we already suffer from a serious defi-
ciency of experts on the cultures, economies and foreign policies of
other lands. And there we see in the Iranian fiasco, the price we
pay for not knowing enough about other cultures and societies.

Despite these problems, there is a pattern, the Commission
found, of declining Federal support for graduate fellowships and re-
search assistantshipsthe number of Federal rtipends for such
purposes declined from nearly 80,000 in 1969 to half that fifteen
years latertherefore urged a substantial increase in the number
of science and engineering fellowships supported by the various
Federal agencies, continued support through the National Research
Service Awards program for biomedical and behavioral scientists,
and additional fellowships for graduate students in the arts, hu-
manities and social sciences.

These underscore our recommendations that Federal programs to
encourage graduate study in the sciences and engineering give par-
ticular attention to women and minorities. I tu, next to research.

Continuing failure to maintain adequate sup, ,rt for university
based research will inevitably diminish the quality of preparation
of graduate students, es well as slow the flow of new discoveries
and ideas from our campuses. There are several points to make
about the research challenge facing us today.
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I quote first from Eric Bloch. "The United States has not invest-
ed in R&D in recent decades at the rate that sustained growth in a
modern society requires." Our research effort lags behind our com-
petitors. According to Bloch, when military research is eliminated
from the comparison, our investment in R&D is significantly less
as a fraction of GNP than that of Japan and West Germany.

Second, Federal support for basic and applied research at col-
leges and universities has not kept pace either with research by in-
dustry at home or abroad or with the growth in research outlays
by the governments of major competitors.

A third point. In recent years, Federal research support ear-
marked for military purposes is high and rising. As a percentage of
all Federal R&D spending, the defense share rose from 50 percent
in 1980 to over 70 percent last year. The Administration's Fiscal
'88 budget calls for total R&D spending of $62 billion, but only $20
billion of that for non-defense R. &D. And this figure represents anactual cut from current levels.

So in light of these factors, my recommendation is simple; the
Federal government must clearly increase R&D monies for civilian
purposes.

There's another important component to the national R&D pic-
ture; tax policy. I know that's not within the jurisdiction of your
committee, but at least let me recite the steps I think you should
take, because as members of the 100th Congress, you should consid-er them.

First, I urge you to make permanent the new tax credit con-
tained in the 1986 Tax Reform Act to encourage private companies
to finance basic university based research.

Second, to expand and make permanent the R&D tax credit es-
tablished under the 1981 Economic Recovery Act.

Third, remove the $150 million cap on tax exempt bond issues by
independent colleges and universities imposed by the 1986 Tax
Reform Act. This single provision not only threatens great harm to
vital research programs of unversities that by necessity rely on tax
exempt bonds to build and renovate laboratories and research fa-cilities, but draws an invidious distinction between private and
public institutions that should not be enshrined in a Federal stat-ute.

Fourth, I urge you to reexamine those provisions of the '86 tax
law that tax scholarships and fellowships and deny deductions for
the interest paid on student loans. My concern here is that we rec-
ognize where the burden falls with these changes on students.

Next, I urge support for rebuilding the eroding physical infra-
structure of colleges and universities to provide adequate libraries
and modern laboratories and equipment. Here, I note that to assist
U.S. universities in restoring this vital academic infrastructure,
Federal assistance is essential. Mr. Chairman, I realize that all of
us become very excited at the prospects that our laboratories will
produce exotic new discoveries and dramatic breakthroughs. But
this enthusiasm too often wanes when it comes time to discuss the
equipment and facilities necessary to generate these developments.

Here, I note a new group looking at this problem, the Council on
Research and Technology, a new consortium of the kind I believe
Mr. Chairman that you have applauded, of universities, private
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companies, higher education associations, aimed at developing ef-
fective national. policies to bolster research and development, both
academic and corporate. At the start of the year, Cortec, as this
group is known, released a draft agenda containing several recom-
mendations relevant to our hearing today, among the most con-
structive of which is a proposal that each major Federal Agency
with a research budget create a facility fund, the size of each fund
to be proportional to the R&D budget of each Agency.

Second, a neglected but potentially important vehicle for Federal
support in this area is, as this Committee knows, the Higher Edu-
cation Facilities Act, Title VII of the Higher Education Act.

Next, I urge you to support, Mr. Chairman, at both undergradu-
ate and graduate levels, funds for encouraging faculties of high
quality, because another problem facing our universities, and one
with a direct impact on our national capacity to produce the brain
power we need to compete, is to assure a continuing supply of
scholars, researchers and professors of high quality. We have seri-
ous problems today in areas like engineering, computer science,
solid state electronics, digital systems, where faculty vacancies
have increased because the allure of industrial and corporate life
for some of our ablest professors is often irresistible with better sal-
aries and superior laboratories, the most obvious advantages.

To attract and retain talented young faculty, especially in these
endangered specialties, the report of our Graduate Education Sub-
committee recommended an initiative similar to the proposal of
President Reagan in 1981, the Presidential Young Investigators
Program.

Next, Mr. Chairman, echoing your opening comments, I urge ex-
panded Federal support of international education and exchange
programs. As the American economy grows increasingly more de-
pendent on international trade, we need people trained to work ef-
fectively with Japanese business councils, Arab oil ministers, Euro-
pean agricultural officials, and third world governments. Here, I
urge support for the language training and area studies program
known as Title VI of the Higher Education Act.

As the legislative father of its forerunners, namely, the Interna-
tional Education Act of 1966, I urge continued and expanded sup-
port of these programs that provide a help for university based na-
tional research centers, fellowships and independent research
projects, as well as a small number of undergraduate programs. As
this is the 40th year of the Fulbright Program, I also urge in-
creased support for that splendid program, which today provides
only half the support as was the case 20 years ago.

Next, Mr. Chairman, I urge that you devise ways of encouraging
partnerships between and among business, government and institu-
tions of education to design the technologies and develop the skills
necessary for a competitive America. One approach would involve
joint university industry cooperative research efforts to marry the
resources of these two sectors in carrying out both basic and ap-
plied research and then more rapidly transferring the discoveries
of the laboratory to the private sector.

The National Science Foundation has made a modest beginning
in this respect with its new engineering research centers based at
universities that focus on problems of interest to industry and in-
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dude private sector jobs. These ERCs, as well as other multi-disci
plinary centers proposed by NSF aim at promoting research that
will ultimately support U.S. competitive strength in fields such as
robotics and biotechnology.

Let me also note that the Council on Research and Technology
has recommended this kind of partnership to identify the nation's
interest in these areas. The second field calling for cooperation be-
tween higher education, government and business, is the retraining
of workers who lose their jobs because of market changes or who
desire to learn new skills to enter new careers. Two year colleges,
vocational schools, adult education programs at four-year colleges
and universities, offer a range of resources to help dislocated work-
ers such as those in Congressman Kildee's district, adapt to eco-
nomic change and find new job opportunities.

Specifically, I believe the 100th Congress should make perma-
nent existing individual exemptions for employer-financed educa-
tion and training now scheduled to expire this year. I understand
legislation to accomplish this goal is soon to be proposed by Senator
Moynihan, Congressmen Guarini and Vander Jagt, and I respect-
fully urge members of your Committee to cosponsor this measure.

Employee educational assistance is a valuable mechanism for up-
grading skills and developing new ones. More broadly, and as rec-
ommended in the report of the Commission on Jobs and Small
Business, colleges and universities can help local, state and region-
al efforts at economic development. And in my testimony, I cite
some of the recommendations of our Commission in this respect.

Next, and finally, I urge your Committee to give attention, as
you have before, to assuring excellence in American education, es-
pecially teaching. For we must make a major effort to attract and
prepare the ablest men and women as teachers for our elementary
and secondary schools particularly in important areas such as
mathematics and science.

Mr. Chairman, allow me to conclude my testimony with some
history that bears directly on what brings us together today.
Eighty-five years ago at the start of this century, Great Britain was
caught up in a spirited public debate over the eclipse of British eco-
nomic might by the upstart Americans. A leading industrialist of
the time organized a commission of businessmen, labor leaders, and
educators, to travel to the United States to find out why our econo-
my was booming and theirs sputtering.

The commission issued its report in 1902, and this was the con-
clusion it reached, and I quote:

"American industrial efficiency and its openness to the introduc-
tion of labor-saving innovations was largely due to the superior
education of the American worker. It is the interest in and expan-
sion of education on every level in the U.S. and the willingness of
the U.S. government to spend money on education that is making
American industry so threatening to Britain."

This connection, recognized at the turn of the century, between
education on the one hand and a nation's creativity and prosperity
on the other, was later eloquently voiced by the great philosopher,
Alfred North Whitehead, whose advice Americans have wisely fol-
lowed. "In the conditions of modern life," said Whitehead, "the
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rule is absolute. The race which does not value trained intelligence
is doomed."

Well, Mr. Chairman, I do not believe the American race is
doomed, if we have the wit and will vigorously to support the
schools, colleges :Ind universities of our country. And it is, Mr.
Chairman, I'm proud to say, this Committee of the Congress of the
United States from which, for nearly a generation, the initiative
for such support has largely come. And, Mr. Chairman, I'm conf:
dent that as we look to the future of the., American nation, it wit,
be this Committee on whom the American people can continue to
depend for such leadership.

Thank you, Mr. Chairman, for this opportunity to appear before
you.

[Prepared statement of Dr. John Brademas and excepts from
"Making America Work Again" follow:]

PREPARED STATEMENT OF DR. JOHN BRADEMAE, PRESIDENT, NEW YORK UNIyEESITY

INTRODUCTORY REMARKS

Mr. Chairman and members of the Committee, I should like at the outset of my
testimony to extend warm greetings to several distinguished members of the Com-
mittee, the Chairman, Congressman Hawkins; the next senior member, Con
man Ford; the ranking minority member, Congressman Jeffords; and new hair-
man of the Subcommittee on Postsecondary Education, Cor.gressman Williamsall
valued friends and colleagues from my days on the Hill.

I offer all the members of this great Committee my very best wishes as you take
up your responsibilities. I am confident that yog will fashion for this Committee an
impressive record of legislative achievement in this historic 100th Congress. Given
the challenges facing our country today, the members of this Committee occupy
some of the most significant positions in the entire Federal government.

It is, of course, a particular personal pleasure for me to appear here because, as
you know, for the entire length of my own service in the House of Representatives
twenty-two yearsI was a member of this Committee and of the Subcorraiittee on
Postsecondary Education. I regard that servi:.e as among the most gratifying parts
of my experience in the House and I yOntinue to take great pride in having worked
for over two decades win; some of you here today and with your predecessors in
shaping the policies of our natkmal government in support of education and other
areas of American life.

Allow me at the outset to underscore a significant fact about my time in Con-
gressit is that support for education, including higher education, has always been
bipartisan. For example, I worked closely for many years and on many legislative
initiatives with our former colleague on this Committee, my good friend, Al Quie,
Republican of Minnesota.

That tradition of bipartisanship continues. Mr. Williams' predecessors as subcom-
mittee chairmanMr. Ford and now Senator Paul Simonworked cooperatively
with Congressman John Erlenborn, a Republican, and the present ranking minority
member, Mr. Jeffords.

As you know, for the past five-anda-half years, I have had the privilege of serving
as President of New York University, one of the foremost urban universities in the
nation and, with nearly 47,000 students, the largest private university in the world.
I must tell you that as a Jesuit of my experience on the campus, I am even more
convinced of the wisdom of the judgments that you and I and those who served
before us made over the last generation in forging policies to assist the colleges and
universities of our country and the students who attend them.

You will also not be surprised to learn that I have not lost my concern about
public policy for higher educationa concern that goes beyond the interests of my
own university. Moreoversomething I could not do as a Member of CongressI
now sit on a number of corporate and foundation boards, serve on the Board of the
Federal Reserve Bank of New York and of the New York Stock Exchange, and chair
Governor Cuomo's New York State Council on Fiscal and Economic Priorities.

So I come before you today as one who wears several hats: that of a former
Member of Congress and of this Committee; president of a major private university;
and one who now devotes a fair amount of attention to issues of the economy.
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You have asked me to testify today on the role of higher education in strengthen-
ing America's position in a globalized economy. Let me begin by commenting briefly
on the connections between our colleges and universities and the full range of ouraspirations as a nation.

Then I want to speak of the major economic challenges facing the country as we
enter the final decades of the 20th century and the contribution that education, par-
ticularly higher education, can make in dealing with those challenges.

I want also to comment on the policies of the current national Administration and
say why I think those policies have seriously frayed the educational and, therefore,the economic future of the United States.

I shall conclude by outlining an agenda for consideration by the 100th Congress to
ensure that America's colleges and universities are prepared for the demands of the21st century.

EDUCATION AND THE NATION'S ASPIRATIONS

4k11 of us are aware of the recent flood of reports that underscore the important
place of higher educating. in American life.

Surely one reason for these studies is the rising recognition on the part of theAmerican people of the significance to their own individual lives and to society as awhole of what happensor does not happenin our classrooms, libraries and lab-oratories.
Nearly all these reports agree on the following conclusions:
First, in the United States, higher education is the key to individual social and

economic advance. The nation's colleges and universities enable millions of young
men and women to develop their skills, hone their talents and better their lives.Second, a point to which I shall return in a moment, the enterprise of higher edu
cation lies at the heart of a powerful and expanding economy. The research and
scholarship conducted on American campuses were major springboards from which
we launched our extraordinary economic growth following World War II, and ouruniversities will be a critical determinant of our economic health in the rest of thiscentury and beyond.

Third, colleges and universities are indispensable to our national security. To
design sophisticated weapons systems or implement $300 billion annual defense
budgets is simply not possible without highly trained scientists, technicians and an-alysts. In like fashion university-level education is central to our foreign policy.
History and the social sciences and knowledge of cultures and languages other than
our own are as essential to our diplomacy and the defense of our borders as art.arms.

Fourth, colleges and universities are crucial to sustaining a lively and creative in
tellectual, cultural and civic :ife. The research carried on at universities has formed
the cornerstone of our efforts to conquer disease, improve schools, reclaim the envi-
ronment and create more humane working conditions. And by expanding ourknowledge of ourselves and our place in the world, the arts, sciences and letters
enrich us as individuals and as a society.

Beyond the instrumental ends served by institutions of higher learningprovid-
ing individual opportunity, strengthening the economy, securing our international
position and enhancing the quality of our national lifethere is another dimension
to the contribution of our colleges and universities. Simply put, the world's wealthi-
est and most powerful free society has an obligation to foster the life of the mind as
an important end in its own right. As the inheritors of Western civilization, we havea duty to preserve and add to that legacy for generations to come.

THE STATE OF THE AMERICAN ECONOMY

Now you have invited me here this morning to examine just one dimension of
education's many contributions to this country, namely, how, in an increasingly
competitive world, higher education can strengthen the American economy.

As all the members of this Committee know, the decline of our competitiveness as
a nation has become a matter of intense concern. There are compelling reasons forthis apprehension.

So let me comment on the present state of the American economy.
First, we are in many ways very strong. Although the United States is no longer

the economic giant it was four decades ago, ours is still the richest country in the
world. The American GNP is about triple that of Japan and six times that of West
Germany. Over the past six years, while Western European countries have lost 1.4
million jobs, the United States has produced 10 million new ones.
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Inflation has fallen to its lowest annual level in 25 yearsa 1.1 percent rise in
consumer prices in 1986, and interest rates and the dollar are down.

Despite these indications of vitality, there is more than enough evidence that the
engine of the American economy may be running out of steam. Here are some of
the warning signs.

Since 1981, the United States has piled up a total of $1 trillion in Federal budget
deficits, double the deficits of our entire previous 200 years.

In 1984, for the first time in 75 years, the United States became a debtor nation;
our country, just five years ago, the largest creditor country in the world, is not its
biggest debtor.

The U.S. percentage of world exports, measured in constant dollars, shrank by
nearly one-third between 1960 and 1984.

Since 1970 the growth of American productivity has dipped by half.
Real wages and salaries, the income on which most families depend, have since

1973 been falling.
We are losing highpaying manufacturing jobs and replacing them with lower-

paying jobs in services.
Average unemployment has risen by nearly two percent in each of the least three

decades. Today more than 40 percent of black teenagers are without jobs.
Meanwhile, the assault on American markets continues unabated.
Our foreign trade deficit for 1986 reached a record $170 billion, four times greater

than it was in 1981.
Foreign countries sold one-quarter of the automobiles Americans bought in 1984

and, by 1990, will probably account for over 40 percent.
The story is much the same for consumer goods: We no longer even manufacture

black and white television sets while half our color sets and two-thirds of our radios
come from abroad.

Since 1960 the American steel and textile industries have been badly battered and
distress hr.s now spread from the rustbowl to Silicon Valley. The U.S. share of the
world high-tech market dropped last year in seven of ten sectors.

American makers of semiconductors have lost half a billion dollars over the past
two years and have laid off 65,000 workers over the last five.

All these factors hold profound consequences not only for our economic position in
the world but for our national security and for the quality of life for all Americans.
Why do I say this?

Serious weaknesses in our economy clearly threaten our defense edge. The Na-
tional Academy of Sciences said recently that Japanese and other foreign companies
now supply "critical components" for American missiles, electronic warfare devices
and other advanced weapon systems. Other studies by a Defense Department group
and the Central Intelligence Agency found that our semiconductor industry, a key
to our defense capability, was in even worse shape than had been previously
thought.

American families are also feeling these economic strains. The proportion of our
people living in poverty has remained stubbornly high and economic gains appearto
have benefited those with the greatest wealth. The middle-class feels increasingly
squeezed.

Because each generation of Americans has always exceeded the standards of its
parents in education, health, income,.occupational status and material well-being,
Americans have taken economic mobility for granted. But now a new prospect
emerges: For the first time in our history, our children's standard of living may not
equal, let alone surpass, our own.

COMPETITIVENESS: THE NATIONAL WATCHWORD

For all these reasons, then, Mr. Chairman, competitiveness has become a national
watchword, stirring concern from the Oval Office to Capitol Hill to Main Street.

In recent months, two groups have been formed for the precise purpose of focus-
ing on our economic standing in the miorld.

One, the Council on Competitiveness, led by John K. Young, president of Hewlett-
Packard, is working to make our waning competitive situation s top priority of deci-
sionmakers in government and industry.

The other, the 156member bipartisan Congressional Caucus on Competitiveness,
is raising the competitiveness issue here on Capitol Hill. the caucus chairmen are
Democratic Senator Max S. Baucus; Republican Senator John H. Chafee; Republi-
can Representative Claudine Schneider and Democratic Representative Buddy
MacKay.
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Obviously "competitiveness" is a theme that transtcads professional and political
partisanship, a cause around which seemingly all can rally.

Indeed, the distinguished new Speaker of the House of Representatives, Jim
Wright, has said, "This may be the dominant economic issue of the remaining years
of the 20th century," while in his State of the Union Message two weeks ago, Presi-deat Reagan pledged to guarantee that "Government does everything possible Wpromote America's ability to compete."

Although we see a burgeoning consensus that we must bolster American competi-
tiveness, this tonguetwisting phrase has become a catchall category for an array of
issuestrade and antitrust measures; fiscal and monetary policies; the tax code; in-tellectual property rights; management techniques; the quality of American prod-
ucts; American attitudes toward work and saving; and finally, of course, investment

iin research and development, science and technology, and in education at everylevel.

COMPETITIVENESS AND AMERICAN BRAINPOWER

Certainly, prominent among the several approaches being advanced for dealing
with our economic problems is greater support ofAmerican brainpower.

An October 1986 essay in "Fortune" magazine emphasized the close nexus be-
tween scientific research, on the one hand, and, on the other, American productivity
and strength in world markets. The report, entitled, "The High Tech Pince," says,
"Capital, abundant natural resources and economies of scale in the world's largest
developed market all contributed to the doubling of output per manhour over thepast 40 years. But the largest single factor has been the forward march of U.S. science and technology.

Indeed, more and more voices are urging renewed attention to education, research
and development as essential to restonng America's economic position in the world.
Among the most prominent of those making this case arc Erich Bloch, Director ofthe National Science Foundation; a panel of the White House Science Council; the
BusinessHigher Education Forum; both the Congressional Caucus on Competitive-
ness and the Council on Competitiveness; and the National Governors Association.Last month, I attended a meeting here in Washington, called by House SpeakerWright and Senate Majority Leader Byrd to consider steps the 100th Congressshould take to spur competitiveness. Present for the discussions were Senators and
Congressmen of both parties as well as leaders from business, labor and academic
life. Again and Again, the conference participants sounded the theme that indispen-
sable to a resurgence of productivity in the United States is investment in educationand research.

And, in his State of the Union Message, President Reagan highlighted the role ofeducation in promoting competitiveness as did Speaker Wright in the Democratic
response.

RECENT POLICY RECOMMENDATIONS

Here I note that for the past fifteen months, Iserved on the National Commission
on Jobs and Small Business, convened by a bipartisan group of Senators and Con-
gressmen, and composed of twenty-two leaders from business, gtivernment, banking,science and labor. Our report, "Making America Work Again," was released justlast week.

The group, whose honorary co-chairmen were Presidents Jimmy Carter andGerald R. Ford, makes a clear and compelling case for support of research and de-
velopment, worker training and retraining, and education at every levelfrom
early learning programs through graduate school.

Our report calls for a revival of America's spirit of enterprise and new attentionto the potential of entrepreneurs and small businesses as forces for economic
growth. Small business firms, according to the study, create GO percent of the newjobs in the United States and are responsible for half the gross domestic product.

Let me also here note some earlier studies and reports by scholars and businessand government leaders that emphasize the importance of higher education to
America's economic future and make recommendations for appropriate action bythe Federal government.

Virtually all these studies are extremely critical of present national policy towardhigher education and research.
Four years ago, I served on the bipartk;an National Commission on Student Fi-

nancial Assistance, and I chaired ite s4bcommittee on graduate education. Our Com-
mission's report was issued in December 1983. Both Mr. Ford and Mr. Erlenborn ofthis Committee served ortine Commission as did Senators Pell and Stafford.
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Our report warned of "signs of troteole and erosion" in the nation's graduate ca-
pacities, including serious shortages in doctoral talent, obsolete laboratories and out-
dated library collections, and the potential i063 of a generation of scholars in certain
fields.

The Commission memberswho were chosen by President Reagan, then Speaker
O'Neill and then Senate President pro tern Thurmondunanimously agreed that in-
dispensable to excellence in graduate eltization is the support of the Federal gov-
ernment.

In a series of powerful speeches, Erich Bloch, Director of the National Science
Foundation, has indentified serious de'ciencies in the nation's research capabilities
and asked for greater Federal support for academic science.

Last spring, a report entitled, "A Renewed Partnership," was issued by a Panel
on the Health of U.S. Colleges and Universities. This panel, co-chaired by David
Packard, chairman of Hewlett-Packard and former Secretary of Defense, and Psafes-
sor Allan Bromley of Yale University, was created by the White House Science
Council at the request three years ago, Dr. George A. Keyworth, then Science Advis-
er to the President.

The conclusions of both Bloch and the PackardBromley group are on all fours
with each other and with those of the National Commission on Student Financial
Assistance.

In the past decade, says Bloch, there hes been a troubling decline in doctorates in
mathematics, the physical sciences and engineering, with the Soviet Union and
Japan turning out proportionately more engineers than the United Fi",ates. He
warns that this gap will grow wider as the American college-age population drops
over the nexv decade.

Here I remind you that across these several graduate diriplines, minorities and
women are grossly underrepresented.

After years of neglect and inadequate support, university laboratories, equipment
and facilities are in an alarming state of disrepair, say Bloch and other authorities.
The needs in this area are staggeringsome estimates run as high as $10 billion for
equipment and $20 billion for facilities.

Beyond his concern about the poor condition of university laboratories and equip-
ment, Bloch is also disturbed by the nation's research priorities. The military por-
tion of the Federal research and development budget has ballooned during the
Reagan yea from about half to nearly three-fourths of all Federal spending on
R&D. Here I cite two other authorities who are deeply troubled by this trend: Dr.
Lawrence Bogorad, president of the American Association for the Advancement of
Science; and Dr. Frank Press, president of the National Academy of Sciences.

The report on the status of academic science prepared by the White House Sci-
ence Council groupthe Packard-Bromley panelalso deplores the deterioration of
facilities, obsolescence of equipment, and shortages of science and engineering facul-
ty. "Our universities today," warn these experts, "(imply cannot respond to society's
expectations for them or discharge their national responslilities in research and
education without substantially increased support."

Mr. Chairman and members of the Committee, I think it .:i..crn;ficant that both
Bloch and the White House panel argue st-,engly for a doubling cr Federal support
of basic research conducted at universities.

Now where does my analysis lead?
First, I have warred of America's declining competitive standing in an increasing-

ly glob&.ized economy.
Second, I have noted the relationship between investment in our colleges and uni-

versities anti American competitiveness.
Third, I have cited reveral recent authoritdtive recommendations for public policy

toward higher education and the virtual consensus they represent.
Given the evident importance of scholarship and research to our national com-

petitiveness, we can only be alarmed at current Federal policies affecting higher
education.

Although the details of time policies are familiar to all of you here, let me quick-
ly review them for you.

BUDGE,

I begin with the Administration's budget for fiscal 1988. Mr. Reagan proposes to
slash funds for education generally by 28 percent and for higher education specifi-
cally by an astonishing 45 percent.
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To make my point, I cite three areas of the Reagan budget, all related to our eco-
nomic strength: university-based science research and development, international
studies, and student financial aid.

The Reagan proposals for academic research and development present a mixed
picture. The President seems to be giving with one hand and taxing away with the
other. The Administration seeks a large boost in money in "Y '83 for basic research
through the National Science Foundation, a result of the strong leadership of Erich
Bloch.

Nevertheless, once again this year, the Administration is urging cuts in funds for
the National Institutes of Health, which account for 40 percent of Federal supportof university science.

enough the amounts involved are modest, Mr. Reagan is also continuing his
..timpaign to kill support for another area where, in the new international economy,
we need all the information and wisdom we can getinternational studies. The
President remzins hostile to such investment despite the judgment of such persons
as Defense Secretary Weinberger and former Secretary of State Kissinger that
knowledge of foreign languages, cultures, political and social systems is vital to the
nation's securityas the Iranian fiasco surely demonstrates.

But as everyone on this Committee realizes, the worst casualty of the Reagan
budget is financial assistance to college students. In fiscal 1988 the Administration
would chop student aid by a full 45 percent below the amount Congress voted for
FY '87. Think of it Mr. Reagan wants to cut student aid from $8.2 billion this year
to $4.5 billion!

The Department of Education says that this budget would eliminate 3 million stu-
dent awards. Hardest hit would be one million students now receiving Pell Grants,
which go to the financially neediest. These students would simply lose this crucial
help.

Indeed, the budget would abolishcompletely do away withall the following
programs: Supplemental Educational Opportunity Grants (SEOG); National Direct
Student Loans (NDSL); State Student Incentive Grants (SSIG); the Graduate and
Professional Opportunities Program (GPOP); Jacob Javits National Graduate Fel-
lowships; and even the College Work-Study Program.

If enacted, the White House '88 budget would force all but the very, very poorest
students to turn to loan programs that would make going to college much more ex-
pensive and would substantially, increase student indebtedness. For example,
changes the Administration wants in the Guaranteed Student Loan Program, on
which over 3 million students in the country now depend, would make these loansmore costly for borrowers.

Moreover, the "new" Income-Contingent Loan program, introduced with such fan-
fare by Secretary of Education Bennett, would no longer subsidize interest on stu-
.ent loans and would link repayments to a student's earnings after college. Some
experts estimate that student borrowers would have far larger bills to pay and
would stay in debt for decades.

This program, I need not to remind you, is really not new. Last year, Congress
rejected the Administration's bid for $90 million for the same scheme, said the pro-
posal required further.study and voted $5 million for a pilot program.

Suddenly, without knowing if the experiment even works, the Administration
wants to escalate it to $600 million.

Perhaps the most scathing critique of the Income-Contingent Loan idea comes
from Boston University president John R. Silber, who advanced a similar proposal
ten years ago. President Silber warns that the Administration's plan will mean
"very much higher" interest rates than those he had envisioned, and that the maxi-
mum annual repayment is "a crippling 15 percent of income," nearly twice the per-
centage he had recommended!

One possible result of the Income-Contingent Loan program is that the present
generation of borrowers would be paying off their college debts in the future at the
same time that they would be struggling to help pay for the colkge education of
their children. Another danger, as Harold Howe, the former U.S. Commissioner of
Education, warns, is that we could see "a substantial decrease" in the proportion of
women, low-income and minority students attending college.

And finally, the Income-Contingent Loan program would discourage students
from entering lower-paying careers in teaching and academic research, positions
that are vital to American competitiveness.

Although I have been speaking here today of the Administration's budget for
fiscal 1988, I remind you that Mr. Reagan also wants to eliminate retroactivity $2.7
billion that Congress has already appropriated for education for fiscal 1987, more

27
(1%.



22

than half the $5.7 billion in retroactive rescissions the Administration is seeking
throughout the entire Federal government!

So that you can betterunderstand the impact of the Reagan Administration's pro-
posals, particularly for student aid, let me tell you their effect on our overwhelming
low and middle,;ncome student body at my own New York University. Approxi-
mately 3,000 NYU. students would lose their Federal loans or grants, a 22 percent
drop, from $40.2 million to $31.2 million. I note here that NYU students from 1981-
82 through 1985-86 already lost $11 million in Federal student aid, an 18 percent
decline in support. And I must add that 80 percent of the students at NYU already
hold part-time jobs in order to pay their way.

But Mr. Chairman and members of the Committee, the Reagan budget is not the
only threat to American colleges and universities and their contribution to the
strength of our economy.

TAXES

Although the tax reform bill President Reagan signed into law last fall represents
major improvements in making the tax code fairerand as a long-time legislator, I
take off my hat to my former colleagues, Dan Rostenkowski, Chairman of the House
Ways and Means Committee, and Bob Packwood, former Chairman of the Senate
Finance Committee, for their extraordinary leadershipthe measure also contains
provisions that threaten the nation's competitiveness.

First, the legislation will tax scholarships and fellowships to the extent that stu-
dents do not use the stipends for tuition and equipment, a particular hardship for
graduate students in paying for room and board. Second, deductions for interest on
student loans will be phased out, another cost increase for students.

Third, the new legislation mandates a $150 million ceiling per institution on
access to tax-exempt financing by private but not public colleges and universities.
And finally, the law will reduce giving to higher education by eliminating the chari-
table deduction for non-itemizers and by imposing a minimum tax on gifts of appre-
ciated property.

So at a time when, in the interests of our competitiveness as a nation, voices on
every hand urge greater investment in education, we are in effect imposing new tax
burdens on the colleges and universities of the United States and on the students
who attend them.

For how can we spur competitiveness if we eliminate the deductibility of interest
on student loans and tax graduate students more heavily? Indeed, the combination
of higher interest rates on student loans proposed in the fiscal '88 budget and elimi-
nating deductibility on this interest in the new tax law subjects students to a double
whammy. Such changes will clearly discourage many young men and women from
attending the advanced skills our economy so urgently needs.

Mr. Chairman, I have already spoken of the nearly desperate condition of the re-
search facilities at American universities. How can we bolster their scientific capac-
ity and thereby their contribution to competitiveness if we reduce access to the fi-
nancing needed to modernize facilities?

As you know, many institutions of higher education must. rely on tax-exempt
bonds to construct and renovate facilities and modernize equipment. Because so
much high-level, high-quality research in this country takes place at independent
universities, the $150 million per institution cap on access to tax-exempt financing
strikes directly at the nation's competitiveness by blunting our capabilities both to
conduct essential research and produce the next generation of scholars and scien-
tists.

This particular change will deny, in some cases for a decade or more, some two
dozen private institutions access to the tax-exempt market. Among them are many
of the nation's leading research universities, including in New York State alone, Co-
lumbia, Cornell, Rochester and New York University.

By compelling such universities to go to the more costly conventional market, this
provision, in effect, imposes a new tax burden on them and solely because they are
private rather than public institutions. Indeed, this change means that for the first
time, Federal policy will by law place private colleges and universities in a position
inferior to their public counterparts. Now I know that this Committee in its legisla-
tive deliberations has never made such an onerous and unfair 4istinction.

We all know that. Secretary Bennett is out on the stump attacking colleges and
universities for raising tuition. Yet the policies he Elia dill Administration are pur-
suingcuts in student aid, increased cost.3 of student borrowing, higher costs for
renovating research facilities as well as tax changes that will reduce private contri-
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butions to higher educationall these factors are directly responsible for generating
more pressure for the steeper tuitions Mr. Bennett tells us he deplores.

Here I must acknowledge one constructive revision in the 1986 legislationa new
20 r.rcent tax credit for sponsorship of basic research at colleges and universities.

Overall, however, the cumulative effect of these several provisions of the Tax
Reform Act is a serious loss for American higher education generally and a particu-
lar blow to independent colleges and universities, a bizarre result for an Adminis-
tration that rhetorically praises the private sector of American life.

Indeed, Mr. Chairman, in respect of everything I have been discussing, President
Reagan's policies have failed to match his rhetoric.

A President who promises to make America competitive presses budget and tax
measures that favor our competitors.

A President who praises the place of private values in public policies pursues a
course especially damagingl.o the public colleges and universities of the land.

A President who paints a future of a "Star Wars" defense shield and a giant
atom-smasher urges a budget that is blind to the link between such visions and the
educated men and women needed to make them come true.

For from where are these highly trained people to come if not from the nation's
colleges and universities? President Reagan has not seemed to understand the close
connection between the achievement of goals he himself espouses and a strong
system of higher education.

AGENDA FOR ACTION

Now I have asserted that our economic strength, our national security and our
standard of living depend directly on the capacity of our colleges and universities to
produce new knowledge and prepare future generations of scholars and scientists. If
we fail to exercise leadership on education, we jeopardize all these dimensions of
our national life.

I hasten to add that support of education is not the sole responsibility ofany one
sector of our society. The Federal government, state governments, foundations and
business and industry all have an interest in ensuring the vitality of learning in
America.

Nor are colleges and universities the only arena to which we must direct our at-
tention and resources. Upgrading the skills of the American workforce will demand
converted action across a range of educational fronts, from improved pre-school pro-
grams to reform of our public schools to adult literacy and worker retraining.

In light of the concerns of this Committee and of my position as president of a
university, I shall, in concluding my testimony, concentrate on the responsibilities
of the Federal government toward higher education.

In his response to the State of the Union Message, Speaker Wright declared, "The
100th Congress is determined to restore education to its rightful place at the pinna-
cle of our national priorities." I agree. How then can you as Members of the 100th
Congress and of this key Committee go about this task?

If the nation's colleges and universities are effectively to help prepare America
for the competitive challenges of the coming decades, we must, I believe, take sever-
al actions:

Ensure support to talented students who, because of financial need, might other-
wise be denied a college education.

The several measures to support education and that members of this Committee,
both Republicans and Democrats, and I helped write were a direct expression of our
conviction that an opportunity for a college education should be denied no qualified
and motivated student solely because he or she cannot afford it.

To that end we constructed, through a soles of higher education laws, a fabric of
grants, loans and work-study jobs to help able but needy young men and women go
to college.

You and I can all see the disturbing signs that the commitment that informed
that approach is being eroded. I urge members of the 100th Congtm to follow the
example of the 99th and 98th Congresses in rejuvenating and strengthening the bi-
partisan coalition in suppOrt of education that characterized my years in Congress
and that you reject the Administration's proposed cuts in student aid.

For we cannot, as a nation, expect to restore our productivity by slamming shut
the door of educational opportunity on millions of young Americans.

Allow me at this point, Mr. Chairman, to make a more general observation. In
our justifiable preoccupation with our competitiveness let us be careful not to turn
our backs on the range of programs this Committee has written over the last quer-
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ter-century to accomplish other worthy goals that may not be directly related to the
size of the trade deficit or the rate of productivity.

For the economic ends of education do not, in my opinion, fully define this Com-
mittee's or this nation's concern for the state of our schools, colleges and universi-
ties. That concern extends to assuring the benefits of an education to those likely to
be excluded because of race, income or physical handicap; to fostering the intellectu-
al and aesthetic vigor of our national hfe; to providing each citizen an appreciation
of and capacity for the responsibilities of citizenship.

These commitments have guided you and your predecessors on this Committee
and should not now be abandoned in the search for ways to advance another impor-
tant goal, namely, economic growth.

Strengthen the nation's capacity for advanced training and research, essential to
producing experts in fields vital to our national interest.

I alluded earlier to the 1983 report on Graduate Education of the National Com-
mission on Student Financial Assistance. Our Commission's findings then are direct-
ly relevant to our discussion today.

First, the Commission found severe shortages of scientists and engineers. For ex-
ample, half the students in American graduate schools of engineering are from for-
eign countries. The implications of this fact for our economic future are ominous:
not only are we failing to educate the new generation necessary to develop or own
manufacturing technologies but we are exporting trained talent to our competitors
in world markets.

Analysm: by Nobel Laureate Wassily Leontief, professor of economics at New
York University, indicate that the rate of technological change in America work life
portends a deepening crisis in the skill levels of our workforce. By the year 2000,
Leontief warns, America may have a shortage of as many as 15 million scientists,
engineers, skilled mechanics and semi-skilled workers.

We are also threatened with inadequacies in the numbers of doctoral-level schol-
ars in other areas as° promising undergraduates, faced with high costs, reduced fi-
nancial aid and an uncertain employment outlook, avoid graduate school. We al-
ready suffer from a serious deficiency of experts on the cultures, economies and for-
eign policies of other lands and face the potential loss of a generation of scholarship
in the humanities and social sciences.

Despite these problems, there is a pattern, the Commission found, of declining
Federal support for graduate fellowships and research assistantships. The number
of Federal stipends for such purposes declined from nearly 80,000 in 1969 to half
that fifteen years later.

The Commission, therefore, called for the following steps:
A substantial increase in the number of science and engineering fellowships spon-

sored by the various Federal agencies;
Continued support, through the National Research Service Awards program, for

biomedical and behavioral-scientists; and
750 additional fellowships annually for graduate students in the.arts, humanities

and social sciences.
As you know, Congress did-act on this last recommendation in creating the Jacob

Javits National Graduate Fellowship program, which the fiscal 1988 Reagan
budgetas did his FY 1987 budgetseeks to eliminate.

I should here underscore the Commission's recommendations that Federal pro-
grams to encourage graduate study in the sciences and engineering give particular
attention to women and minorities. In coming years, these groups will clearly con-
stitute a larger portion of the student population. The loss of their talent to gradu-
ate education is a loss to the entire nation.

Let me turn to research. Continuing failure to maintain adequate support for uni-
versity-based i74'.earch will inevitably diminish the quality of preparation of gradu-
ate students a, veil as slow the flow of new discoveries and ideas from our campus
classrooms an% .aboratories.

There are ih.veral points, to make about the research problem facing our nation
today.

Firstand I quote here from Erich Bloch"The United States has not invested in
R and D in recent decades at the rate that sustained growth in a modern society
requires." Our research effort lags behind our competitors. According to Bloch,
when military research is eliminated from the Comparison, our investment in R and
D is significantly less, as a fraction of GNP, than that of Japan and West Germany.

A second point: Federal support for basic and applied research at colleges and uni-
versities has obviously not kept pace either with research by industry at home or
abroad, or with the growth in research by outlays by the governments of major com-
petitors.
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I must here note that basic research now accounts for less than 1 percent of the
total Federal budget of $1 trillion.

A third point: In recent years Federal research support ear-marked for military
purposes is high and rising.

As a percentage of all Federal R and D spending, the defense share rose from 50%
in 1980 to over 70% last year. The Administration's fiscal 1988 budget calls for total
R and D spending of $62.4 billion, but only $20.4 billion ofthat is for non-defense R
and D and this figure represents an actual cut from fiscal 1987 levels.

In light of these trends, my recommendation is simple and straighforward: the
Federal Government must clearly increase R and D funds for civilian purposes. This
means substantially increasing the research budgets for the National Science Foun-
dation as well as for the Federal mission agencies.

There is another important component to the national R and D picturetax
policy. Although this is not an area within the jurisdiction of this Committee, let me
at least briefly urge the following steps because they are an important part of your
agenda as Members of the 100th Congress.

First, make permanent the new tax credit contained in the Tax Reform Act of
1986 to encourage private companies to finance basic research at universities.

Second, expand and make permanent the R and D tax credit established under
the Economy Recovery Act of 1981.

Third, remove the $150 million cap on tax-exempt bond issues by independent col-
leges and universities imposed by the Tax Reform Act of 1986. This single provision
not only threatens great harm to vital research programs of universities that by ne-
cessity rely on tax-exempt bonds to build and renovate laboratories, and research fa-
cilities, but draws an invidious distinction between private and publiz institutions
that should not be enshrined in a Federal statute.

Fourth. I urge re-examination of those provisions of the 1986 tax law that tax
scholarships and fellowships and deny deductions for the interest paid on student
loans.

My concern here is that we clearly recognize where the burden falls with these
tax changes=--on students.

Rebuild the eroding physical infrastructure of colleges and universities to provide
adequate libraries and modern laboratories and equipment.

The material needs of advanced scientific investigation are vast, growing, and in
some cases extremely expensive. Yet our investment in such equipment and facili-
ties has been dangerously deficient.

Federal obligations to universities for R and D plant dropped precipitously be-
tween 1966 and 1983, by 90 percent in constant dollars. Half the physical plant of
American higher educationresearch laboratories, equipment, libraries and class-
roomsis more than 25 years old. One-quarter of this plant was built before World
War II.

And universities are now able to meet only half their accumulated research
needs. To replace and renew the physical plant of our colleges and universities will
cost from between $10 to $20 billion.

To assist U.S. universities in restoring this vital academic infrastructure, Federal
assistance is essential.

I realize, Mr. Chairman, that all of us become excited at the prospects that our
laboratories will produce exotic new discoveries and dramatic breakthroughs. But
this enthu nasm too often wanes when it comes time to discuss the equipment and
facilities necessary to generate these developments.

One group that has carefully examined the nation's research needs is the Council
on Research and Technology, a new consortium of universities, private companies
and higher education associations formed to develop effective national policies to
bolster research and development, both academic and corporate.

At the beginning of the year, CORETECHas the group is knownreleased a
draft public policy agenda which contains several recommendations relevant to our
discussions today.

Among the most constructive of these ideas is a proposal that each major Federal
agency with a research budget should create a Facility Fund, with the size of each
Fund to be proportional to the R and D budget of each agency. Federal monies could
also be made contingent on non-Federal matching funds.

A neglected but potentially important vehicle for Federal support in this area, I
need not remind this committee, is the Higher Education Facilities Act, Title VII of
the Higher Education Act.

Maintain at both undergraduate and graduate levels, faculties of high quality.
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Another problem facing colleges and universities, and one with a direct impact on
our national capacity to produce the brainpower we need to compete, is to assure a
continuing supply of scholars, researchers and professors of high quality.

In areas such as engineering and computer science, particularly computer engi-
neering, solid-state electronics, and digital systems, faculty vacancies are already a
serious problem. The allure of industrial and corporate life for some of our ablest
faculty members is often irresistible; better salaries and superior laboratories are
the most-obvious advantages.

In other fields, the problem is nearly reversed as depressed employment markets
limit faculty turnover in the humanities and social sciences.

In their recent book, "American Professors: A National Resource Imperiled,"
Howard R. Bowen and Jack H. Schuster estimate that to meet future teaching and
research needs,-American colleges and universities must recruit nearly half a mil-
lion persons into professional ranks over the next 25 years. Yet there has been a
gravitational shift of studentsamong them, the most academically giftedaway
from careers in the academy.

To attract and retain talented young fnulty, particularly in the endangered spe-
cialties, the report of the Graduate Education Subcommittee recommended an
initiative similar to the Presidential Young Investigators Program first proposed by
President Reagan in 1981 to support young faculty researchers. Participants' sala-
ries would be paid partly by Federal funds and partly by matching money from
business and industry.

The aim of the program is to enhance the attractiveness of academic careers to
young scientists and engineers. Of course, such a program could also be extended to
young faculty members in the arts, humanities and social sciences.

Expand Federal support of international education and exchange programs.
Our capacity as a nation to understand, communicate and conduct business with

other peoples and nations is gravely threatened by our lack of knowledge of lan-
guages and cultures different from our own.

As the American economy grows increasingly more dependent on international
trade, we need people trained to work effectively with Japanese business councils,
Arab oil ministers, European agricultural officials and Third World governments.

I cite only one of an array of alarming findings about America's knowledge of
other countries: there were, in.1979, 10,000 English-speaking Japanese business rep-
resentatives on assignment in the U.S. but-less Cian 900 American counterparts in
Japan, few of whom had even a working knowledge-of Japanese.

The Language Training and Area Studies Program (Title VI of the Higher Educa-
tion Act) supports research and instruction in modern foreign languages. Currently
authorized at $55 million Title VI supports university-based national resource cen-
ters, fellowships, and independent research projects as well as a small number of
undergraduate programs. As the legislative father of the forerunner of Title VI, the
International Education Act of 1966, I urge continued and expanded support of Title
VI programs.

I must mention here one of our most famed international exchange efforts, the
Fulbright program which this year is celebrating its 40th anniversary. Since 1946
the Fulbright program has enabled 54,000 Amencansto teach and study abroad and
over 100,000 scholars from over 120 countries to come here:

The program reached its peak in 1965 with a budget of $76 million and with 9,000
scholars participating. By 1981 Fulbright funds Lid declined to $48 million and only
5,500 scholars took part.

From 1981 to 1985 Ccngress raised appropriations for the Fulbright Exchanges by
80 percent to $77 million. Even so, in 1984-85, the number of Fulbnghters was half
that of 20 years ago. I belie it is in our national interest to restore our previous
level of commitment, indeed iso surpass it.

Devise ways of encouraging partnerships between and among business, government
and institutions of education to design the technologies and develop the skills neces-
sary for a competitive America.

Here I would single out for mention two areas in which cooperation among these
various sectors of our society can yield impressive results.

One involves joint university-industry cooperative research efforts. The goal here
is to marry the resources of these two sectors in carrying out both basic and applied
research and then more rapidly transferring the discoveries of the laboratory to the
private sector.

The National Science Foundation has made a modest beginning in this regard
with its new Engineering Research Centers, which are based at universities, focus
on problems of interest to industry and include private sector employment. These
ERCa, as well as other multi-disciplinary centers proposed by NSF, aim at promot-

f:

-ora



27

ing research that will ultimately support U.S. competitive strength in fields such as
robotics and biotechnology. President Reagan has signaled a willingness to expand
the ERC approach as one way to spur the nation's competitive position.

I might here mention an example of fruitful university-industry cooperation
drawn from my own institution. New York University's Courant Institute of Mathe-
matical Sciences is currently working with IBM to design programs for the fifth
generation of computers: the "ultracomputers" that are faster and more sophisticat-
ed than any yet built.

And let me also take this opportunity to cite once more.the Council on Research
and Technology as the type of partnership among the worlds of business, industry
and government needed to identify the nation's interest in these areas, fashion
workable proposals and push for their adoption.

The second area calling for cooperation between institutions of higher education
and government and business is the retraining of workers who lose their jobs be-
cause of market changes or desire to learn new skills to enter new careers.

Two 'year colleges, vocational schools and adult education programs at four-year
colleges and universities offer a range of resources that can help dislocated workers
adapt to economic change and find new job opportunities.

Here I believe the 100th Congress should make permanent existing individual ex-
emptions for employer-financed education and training, now scheduled to expire
this year. I understand that legislation to accomplish just this objective is soon to be
proposed by Senator Moynihan and Congressmen Guarini and Vander Jagt. I re-
spectfully urge the members of this Committee to co-sponsor this measure. Employ-
ee educational assistance is a valuable mechanism for upgrading skills and develop-
ing new ones.

More broadlyand as recommended in the report of the Commission on Jobs and
Small Businessinstitutions of higher education can assist local, state and regional
efforts at economic development. This report calls all colleges and universities to
work with local public, business and labor leaders to decide which of the following
resources it can best provide: Research and analysis; training programs; technology
transfer efforts; entrepreneurial institutes; centers of excellence in areas of out-
standing faculty strength.

Assure excellence in American education, particularly teaching.
We must make a major effort to attract and prepare the ablest men and women

as teachers in our elementary and secondary schcolsa special responsibility for
schools of education.

Education schools are even now upgrading both the quality of their curricula and
the caliber of their students. But while reforming teacher education, colleges and
universities must do a better job of encouraging undergraduates to pursue a career
in teaching.

By 1992 the country will need 1.3 million new school teachers. Yet between 1973
and 1983, the number of teacher graduates dropped by 53 percent and enrollment in
teacher education declined by one third.

At New York University we have established generous scholarships for students
who want to be schoolteachers. But to encourage students to pursue teaching de-
grees, the Federal government should also provide incentives such as grants and for-
givable loans.

The nation's schools and colleges are in particular need of improved mathematics
and science instruction. The report of the Commission on Jobs and Small Business
recommended the following efforts to address this problem: Tougher requirements
for high school and college graduation; salary supplements to attract better math
and science teachers to our secondary schools; grants and forgivable loans to ercour-
age undergraduates to pursue careers in science and mathematics and college teach-
ing in those fields; and magnet schools for students talented in math and science.

CONCLUSION

Let me conclude my testimony with some history that bears directly on what
brings us together today.

Over eighty-five years ago, at the start of the 20th century, Great Britain was
caught up in a spirited public debate over the eclipse of English economic might by
the upstart Americans. A leading industrialist of the time organized a commission
of businessmen, labor leaders and educators to travel to the United States to find
out why our economy was booming and theirs sputtering.

The Commission, which issued its report in 1902, reached the following conclu-
sion:
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"American industrial efficiency and its openness to the introduction of labor-
saving innovations was largely due to the superior education of the American
worker *. It is the interest in and expansion of education on every level in the
U.S. and the willingness of the U.S. government to spend money on education that
is making American industry so threatening to Britain."

This connection, recognized at the tirn of the century, between education and a
nation's creativity and prosperity was -later eloquently voiced by the great philoso-
pher Alfred North Whitehead, whose advice most Americans have wisely followed.
"In the conditions of modern life," wrote Whitehead, "the rule is absolute. The race
which does not value trained intelligence is doomed."

Well, I do not believe the American race is doomed if we have the wit and
the will vigorously to support the schools and colleges and universities of our land.
It is, Mr. Chairman, this Committee of the Congress of the United States from
which for nearly a generation the initiative for that support has largely come. And
Mr. Chairman, I am confident that, as we look to the future of the American nation,
it will be this Committee on whom the American people can continue to depend for
such leadership.

Thank you, Mr. Chairman, fir this opportunity to appear before you.

"MAIN() AMERICA WORK AGAIN"

F4DINGS AND CONCLUSIONS

This section presents the findings and conclusions of the Commission in four
major areas: (1) preparing our people to compete: (2) encouraging greater savings
and investing them productively; (3) expanding export opportunities, including those
for small businesses; and (4) minimizing the impediments to the growth of small
firms.

Much of what we have to report causes us concern not only because of the impact
of these factors on businesses large and small but also because of the complexity of
the environment in which these difficulties are embedded. Demographics, tax policy,
and the productivity of workers abroad affect our workforce nearly as much as the
foresight of our leaders in government, business, and industry. Although these
broader issues frame our thinking, our task is not so much to analyze causes as to
address consequences. Our findings and conclusions, therefore, are the basis for rec-
ommendations on what needs to be done not a brief for assigning blame.

OUR PEOPLE UNPREPARED

Of particular concern to the Commission are signs that our people are not armed
with the knowledge they need to deal with the changes around them. Two weak-
nesses stand out. First, the quality of our workforceblue- and white-collar alike
must be improved. We must act on our understanding that education bears directly
on our economic health and well-being. Second, that educational effort must be
more firmly grounded in a clear perception of the changed conditions of enterprise
in the modern world and of the dynamics of the economy that supports us.

EDUCATION AND THE WORLD OF WORK

The speed of change in today's business world demands unprecedented levels of
skill, commitment, and flexiblity on the part of our workers and managers. Our edu-
cational institutions are not, in the Commission's view, preparing our young people
for the lifetime of change that lies before them.

Too many young people even the well educated and well trained, are unable to
bring the skills they have acquired to the tasks before them in productive and com-
petent ways. Nor has our workforce acquired the ability to reconfigure those skills
to meet new challenges and solve new problems. Even our schools of business have
concentrated on developing executives to manage people, wealth, and resources,
largely ignoring the need to develop the entrepreneurial talent to create wealth and
resources.

Too often a weak educational program in our schools and colleges is followed by
an inadequate system for delivering continuing education and retaining to the work-
fore:e Many students appear content to do the minimum necessary to obtain their
secondary certificates or college diplomas, hoping to slide by in their adult years
with what they learned in the first 20. And, while other countries consciously work
to train and retain large portions of their workforce each year, we seem content
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with uneven efforts to provide training and retraining for only one half of one per-
cent of ours.

There is widespread agreement that serious attention must be paid to upgrading
the skills ofthe American workforce:

Functional Illiteracy: Millions of Americans are, for all intents and purposes,
illiterate, unable to comprehend the simplest written instructions. Although precise
figures on the number of illiterate Americans are a matter of debate, the economic
impact of widespread illiteracy is beyond dispute. Figures from the 1980 Census in-
dicate that about 75 percent of the unemployed are "functionally illiterate," and the
Business Council for Effective Literacy estimates that welfare and unemployment
support related to illiteracy costs up to $6 billion annually.

Skills of Secondary School Graduates: The reports of many recent commissions
and other prestigious bodies concerned with education have documented the declin-
ing skill levels of the average high school graduate. Of particular concern to this
Commission are the findings of the National Assessment of Educational Progress(NAEP) indicating that "higher order" skills such as reasoning, problem solving,
and writing are substantially below the standards required for success in the
modern world. For example, in a 1986 NAEP examination of writing skills, only 25percent of 11th graders were judged "adequate," raising serious questions about
their ability to succeed in school, business, the professions, or government.

No Coherent Training Policy: Vocational schools, community colleges, public serv-
ice employment, and youth training activities strive to train and retrain the work-force, but there is no sustained, coherent public policy toward training to support
them. Since 1962, the federal go 'ernment has adopted and abandoned 14 different
training strategies. Greater stability in these efforts would surely produce better re-sults.

Engineering Shortage: Half of the students in American graduate schools of ongi-
neenng are from foreign countries. Our supply of highly skilled engineers, and the
teachers who will one day train them, is seriously threatened. Not only are we fail-
ing to educate the new generation that will develop and implement our own manu-
facturing technologies, we are exporting the trained talent that strengthens ourcompetitors in world markets.

We can do better. Indeed, we have no choice: analyses by Nobel Laureate Wassily
Leontief of economics at New York University, indicate that the rate of technologi-
cal change in American work life portends a deepening crisis in the skill levels of
our workforce. By the year 2000. America may have a shortage of as many as 15
million scientists, engineers, skilled mechanics such as machinists, and semi-skilled
workers including assemblers and welders. A similar number of managers, sales
personnel, and clerical help will face a glutted job market and unemployment.

UNDERSTANDING THE CHANGED CONDITIONS OF ENTERPRISE

Several analysts and surveys point to a widespread lack of understanding of our
economic difficulties and of the workings ofour economy:

New Competitive Environment: There are several indicators that neither our
businesses nor our leadership are reacting appropriately to new international condi-
tions. Even as foreign competition stalks domestic markets, only a fraction of our
businesses export their products. The rapidly changing economy poses a fundamen-
tal challenge to the traditional view of work and career: all of us can expect multi-
ple job and career changes during our working lives. Our diplomatic and commer-
cial interests are tongue-tied by the inability of Americans to speak the language of
other lands or to understand their cultures.

No Understanding of Entrepreneurship: University of Michigan researcher John
Jackson testified before the Commission that the public has little or no understand-
ing of the job-creating role of small business in the United States or of the contribu-
tions of entrepreneurs.

Lack of Knowledge of Economics: A disquieting number of American high school
students, according to the joint Council on Economic Education, do not understand
how the American economy works. Surveys indicate that education economics is
not required for high school graduation in most states and school oistricts. In conse-
quence, students are unfamiliar with the role of business, government, and labor in
the economy; nor do they grup such basics as supply and demand, the importance
of trade, and the relationship between productivity and wages.

Educators Equally uninformed: Educators are equally uninformed. Far from un-
derstanding capitalism as a system for creating wealth, many of them think first of
its excesses. Few American schoolteachers have completed even a single economics
course in college, and only eight percent of American adults were taught economics
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in school. Nearly seven times as many adults report that their understanding of eco-
nomic issues comes mainly from commercial television.

Surely it is not too much to ask that our schools provide graduates with the
knowledge of the changing conditions of the world in which they must earn a living.
Despite isolated efforts, most students appear to leave school underinformedeven
misinformedabout economic matters, including the role of business in American
life.

RECOMMENDATIONS

In light of the need for action, the Commission has agreed on five recommenda-
tions. The difficulties we have defined, though severe, are not insurmountable. The
major task lies in forging the national will to respond to the competitive challenge
before us.

The recommendations of the Commission serve three broad purposes. First, they
outline institutional mechanisms to focus sustained attention on the problems we
have discussed. In this regard they are but the first steps in a continuing and diffi-
cult process. Second, they suggest some immediate actions to improve our economic
performance and particularly, to utilize an asset that has, until now, been largely
ignoredsmall business. Finally, the Commission hopes to define some common
ground on which the leaders of industry, small business, government, education,
and labor can agree.

The recommendations serve as suggestions for what we need to do, not as rigid
guidelines for how to do it. As such, they represent a starting point for productive
debate.

RECOMMENDATION A-MOBILIZE OUR PEOPLE

We recommend a major effort, engaging the attention of public and private lead-
ers nationwide, to alert Americans to the realities of the new world economy, to im-
prove public understanding of our economy and the role of enterprise in it, and to
emphasize Americans' opportunities for full employment through creative participa-
tion in the nation's economic life as entrepreneurs, business owners, and employees.

IMPLEMENTING RECOMMENDATIONS

1. Public Leadership: Elected officials should take the lead in developing, sponsor-
ing, and articulating the message about the basic elements and dynamics of the new
world economy to our people. Specifically, all governors should lead an examination
of the effects of international competition within their states, including attention to
its impact on jobs and on small firms. Local officials should foster a fertile climate
for small business and employment growth, encouraging new firms to start and ex-
isting firms to expand. Federal officials should insist that issues of employment and
competitiveness remain high on the national agenda and should marshal the politi-
cal will and confidence of our people to respond to the tasks before us.

2. Private Sector Leaderships: Unions, corporate executives, business owners, and
their trade associations should increase their efforts to inform their employees and
members of the issues described in this report. We urge corporate and union leaders
together to develop educational initiatives to inform the workforce of company plans
and prospects for the future and to stress each employee's personal stake in the
global economy.

3. Public Understanding: In light of the extraordinary importance of these mat-
ters, the President should deliver an annual message to Congress on improving the
nation's competitive position and expanding employment opportunities for the
American people. Communications leaders in newspapers, magazines, television,
and radio should provide more and better analyses of issues relating to the health of
the American economy.

4. Education: Each state board of education should act to insure that today's stu-
dents are prepared to function in tomorrow's world. The study of foreign languages
and cultures is essential, as is a solid preparation in modern history, current affairs,
and world geography. Social science and economics are also important if our young
people are to understand the values, dimensions, and benefits of our economic
system. In this effort, particular attention should be paid to the quality of teaching
since so few schoolteachers themselves understand the dynamics of our economic
system. All prospective teachers should study economics.

5. Education for Opportunity: Those who dream of creating a business need the
skills to run one. Every state should review the educational offerings of its schools
in particular, its vocational programs in secondary schools and community col-
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legesto make available training in business creation, including business and finan-
cial planning, cash flow management, employee development, and managing and
consolidating growth. Efforts should be made to involve small business owners in
developing these curricula as well as in teaching.

RECOMMENDATION B-PREPARE OUR WORKFORCE

We recommend national efforts to: (1) provide workers and managers with the
skills required to compete in and adapt to the new business environment; and (2)
develop the flexibility needed to begin new roles, even new careers, in a changing
economy.

IMPLEMENTING RECOMMENDATIONS REGARDING SKILLS

1. Early Learning: Today's infants will be the entry-level employees of the 21st
century. Educational research demonstrates convincingly that uncorrected early
learning deficiencies are compounded with the passage of time. We believe that to
help assure a productive and competitive workforce, every community should pro-
vide stimulating preschool learning environments, available on a voluntary basis,
and more rigorous elementary school education to prepare students for high school.

2. Educational Standards: Implementation of the recommendations for more rigor-
ous school standards for students and teachers of the National Commission on Ex-
cellence in Education and of the Carnegie Forum on Education and the Economy is
essential and long overdue. Following through on these reforms will lead to Ameri-
can workers, managers, and teachers who are more skilled, more adaptable, more
conscientious, and better prepared for the world of work. We urge business leaders
to set aside time to work with local schools and colleges in support of these efforts.
Many tasks need attention: guest lecturing, volunteering for education task forces,
hosting visiting student groups, and other activities that create business-educationpartnerships.

3. Mathematics and Science: The pressing need for improved mathematics and sci-
ence instruction to upgrade the technical skill of our workforce must be addressed
by efforts such as: (a) stronger requirements for course completion for high school
and college graduation; (b) salary supplements to attract more able teachers of
mathematics and science to our secondary schools; (c) grants and forgivable loans to
encourage undergraduates to pursue careers in science, mathematics, engineering,and teaching; and (d) magnet schools for particularly talented students in math andscience.

4. Colleges and Universities: Public and private colleges and universities, includ-
ing community colleges, have an extraordinary array of resources that can assist
local, state, and regional economic development. We recommend that each educa-
tional institution work with local public, business, and labor leaders to decide which
of the following resources it can best provide: Research and analysis, training pro-
grams, technology transfer efforts, entrepreneurial institutes, or centers of excel-lence in areas of outstanding faculty strength.

IMPLEMENTING RECOMMENDATIONS TO ENCOURAGE FLEXIBILITY

1. Training and Retraining: Private and public efforts to train, retrain, and en-
hance the skills of employees need to be expanded. We recommend: (a) business sup-port for educational leave and tuition reimbursement for employees' educational ex-
penses; (b) amending existing public job-training programs to encourage local public
agencies to place participants in internships with small business; (c) carefully de-
signed and managed employment opportunities in the public sector, accompanied by
mandatory education and training, that will provide job experience for poorly
skilled entry-level workers and encourage regular workhabits.

2. Employers and Training: Because U.S. employees frequently change jobs, em-ployers are less inclined to sponsor training and retraining. Federal and state gov-
ernments should encourage business investment in employee development throughspecial tax or other incentives

3. Individuals and Training: Exist:rig individual exemptions for employer-financed
education and training, scheduled to expire in 1987, should be maintained and made
permanent. Many economists and business leaders have suggested that businesses
cooperate with their employees to establish individual training accounts, similar toIndividual Retirement Accounts, as a mechanism for upgrading skills and develop-
ing new ones. We believe this idea, including the possibility of tax deferrals on con-
tributions and on the interest they earn until used, is worthy of serious explorationand experimentation.
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4. Portable Pensions: In the new economy, where career change is a constant, the
pension structure must be simplified to enable employees to plan their retirement
security. The first step is to accept the principle of a pension that travels from job to
job and employer to employer. Varying structures for implementing this principle
have been proposed; all have merit. It is time to act on the principle.

We have an obligation to create jobs that offer a future of self-developmentjobs
that are not merely life sentences to drudgery.John Sloan, National Federation of
Independent Business.

Chairman HAWKINS. Thank you, John, for an excellent state-
ment. Last year, the Committee in organizing had the problem of
trying to accommodate members of this committee who wanted to
be on the Higher Education Subcommittee, chaired at that time by
Mr. Ford.

Everybody on the Committee seemed to be gravitating towards
that Comnnttee because the Higher Education Act was to be reau-
thorized. This year, they gravitated in a different direction towards
the elementary and secondary.

Mr. BRADEMAS. That's because you're chairing it, Mr. Chairman.
Chairman HAWKINS. Really, it's because of the subject matter, I

think. I think your testimony has given the Subcommittee on Post
Secondary Education the outline of some of the things that they've
got to do, and if anyone got off of that committee to get on my sub-
committee, I think they have made somewhat of a mistake. You
certainly have indicated a lot of action.

I think that Mr. Williams, who is the new chairperson of that
subcommittee, who is here and listening to you, knows what his
charge is now, and I think you've done excellent job in doing so.

The Chair would like to yield to Mr. Gaydos.
Mr. GAYDOS. Thank you, Mr. Chairman.
Let me, at this time, doctor, express my great satisfaction of

being able to be here today. Haven't seen you for quite some time,
and I served many years with you on the House Administration
Committee and also on this committee. And, as usual, I expected to
receive what we received today from you, a very scholarly ap-
proach. I want to commend you for it.

And I know I just mentioned to Pat Williams, here, Chairman of
the Higher Education Committee, that he could use that as a proto-
type following his agenda coming up in the next few years, and I'm
sure he wouldn't be misguided.

Let me remind you, if I may, and I'd like to have your position or
opinion at this time and this place in your testimony, that we're
talking about a trade bill, and let, me go back, back in '71, we had
our first trade deficit in this country, something in the neighbor-
hood of $5 billion. This year, we're expecting close to $200 billion
deficit. And with those facts in mind, 'I like your approach where
you mentioned on page 13 thatand you recogn:zethat colleges
and universities aren't the only arena to which we must direct our
attention and resources. And you mention other places, and we're
talking about specifically work training programs which should be
of the utmost interest to me, being in Pittsburgh, where we've lost
a work force in that area of 33,000 steel workers down to less than
5,000. And all because of the trade problem we have.

My question to you, and I'm only going to ask you one question,
you mentioned one of the recommendations, government coopera-
tion along with the higher educational community. If you were to

"J.C,
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respond to me and my question as to what should we do, since we
have a limited capacity in this trade bill, what in your opinion
would be the most important thing we could do incorporating some
provisions in this trade bill which would pertain to what you men-
tioned as far as the cooperation between the universities of this
country, higher education and our government, per se.

Mr. BRADEMAS. If I were to single out beyond the obvious point of
continuing adequately to fund student assistance and to continue
the elementary secondary programs, I think it would be to encour-
age government at the Federal and state levels, in particular, to
work with industry that has a scientific and technological base and
universities that have a strong scientific and technological base to
bring together both the physical facilities and the human resources
to focus on developments that have powerful job creating impact.

That's a one-sentence response.
Let me add one other anecdote, Mr. Gaydos, of which I'm re-

minded by what Mr. Kildee said. Because as both of you know, my
home Congressional district was South Bend, Indiana, and I used to
work on the Studebaker assembly line many years ago, working
my way through college. And years later, in 1968, I remember very
well how then Senator Bayh, Senator Hartke and I walked into the
Oval Office to call on President Kennedy, and said, Mr. President,
unless you do something, sir, Studebaker's going to collapse, and
that's bad for our state; it's bad for our country, given that Stude-
baker is so nationally and internationally famed, and with respect,
sir, that's not good for either our Senators or for the Congressmen,
or, sir, for you.

And the President said, I wish I could do something about it;
there isn't anything I can do about it. Because this was in the days
before Penn Central, Lockheed, Chrysler, New York City. We
didn't have bailout programs then. And Studebaker collapsed. And
suddenly there were several thousand people out of work in my
home town.

We found, as we did surveys of the unemployed workens, that
many of them could not functionally read and write. They'd got
away with working for a long time in that respect, and that's
where muchit's out of the Studebaker experience not only that
the pension guarantee program came, but also much of the original
Manpower Training Act came, including the Adult Basic Education
program.

Well, that made such a powerful impact on me, without going
into the follow-up that I as a Congressman did, although I will tell
you, we brought President Johnson in on a helicopter with the Sec-
retary of Commerce and the Secretary of Labor, and he said, I'm
here and how can I help. We had a different attitude on the part of
the leaders of the government. That wac one thing.

Certainly a different attitude on the part of the President, and I
may say of the representative in Congress of that time, and we
moved in and we helped. We helped get the town back on its feet.
But what is the point of my story? Mr. Gaydos, you have the good
fortune to be a graduate of the University of Notre Dame, and I
remember still how 25 years ago or so, I would try to persuade the
business leaders of northern Indiana and southern Michigan, on
their way on Saturday afternoon across the Notre Dame campus to
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the football game, to stop off and see these magnificent new engi-
neering laboratories that Father Hesburgh had built so that they
could say to themselves, what kinds of new economic activities can
we get into that are different from such immense reliance on the
automotive industry.

Studebaker is gone; Bendix, which was also founded in South
Bend, is moving out. The point is, and I brought in Jim Webb, the
head of NASA, I was trying, Mr. Jeffords, to educate the people,
leaders of my District.

You've got to do something about this; you better look over the
horizon because there's going to be trouble ahead, unless you do.
And what I think a Congressman could do, and what I think your
Committee can do, is to help fashion legislative measures that will
encourage such cooperation by provision of funds for research fa-
cilities, facilities and equipment are extremely important. Mr. Jef-
fords has been quite accurate in his expression of concern about
this in other forums.

That will have the kinds of characteristics of which I speak;
namely, foct.- on scientific, technologically based activities that will
put us out ahead. Let's not be doing the same old things, but also,
and I was on the telephone to Governor Cuomo, the Governor of
my new state, last week on a related matter, making the point in
respect to a particular project for which I was urging his support,
this kind of project is not only important from a university point of
view, an intellectual point of view, a scientific point of view, but it
will lead to creating more jobs out on the frontier.

And it's that kind of cooperation that I think should b.: encour-
aged by your Committee. And the way you do it is tc write laws
and vote moneygot to have moneyto make possible the facili-
ties human and physical to move in these directions.

Mr. GAYDOS. If I may, Doctor, let me comment at this time that I
think you make a salient point. You've said it well, and I wanted
you to say that, because I think that's the crux of our problem. In
comparison to our international competitive partners, or so-called
partners, trading partners, I've always found an obvious lack in
this country as far as that close unionship cooperative situations
between our business community and our government. On the sur-
face it should be there; nine times out of ten it isn't there.

And the history, the historical analysis proves it isn't there, so I
think you make a great point and I think it's important because a
man of your caliber making that point.

Mr. BRADEMAS. Thank you. And if I may add, Mr. Gaydos, and I
know this is a matter on which Mr. Hawkins has strong feelings,
that if you examine carefully the report of the National Commis-
sion on Jobs and Small Businessand I would ask that appropriate
pages be put at the end of my testimony, you will observe that a
very substantial percentage of the new jobs that are created in the
United States are not created by the huge vast corporations, but by
small business firms. And I think we need to give much more at-
tention to encouraging the kind of advanced research and technolo-
gy on the part of small business that will create jobs, as well.

Mr. GAYDOS. I want to thank you very much. Id like to ask you a
lot more questions, but of course-
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Mr. BRADEMAS. Gaydos, the Chairman is giving me the silent
treatment.

Chairman HAWKINS. Oh, I think we've been quite liberal, Mr.
Gaydos.

Mr. BRADEMAS. I'll try to be briefer in my response. I keep forget-
ting, Mr. Chairman, that, I'm a child of the House and not of the
Senate.

Chairman HAWKINS. May I suggest that the members try to con-
fine themselves to the five-minute limit under the rules. We have
two other witnesses who have time problems.

Mr. BRADEMAS. Nothing has changed, Mr. Chairman.
Chairman HAWKINS. Well, John, we're going to continue to hear

from you a lot of times, I can assure you of that.
Mr. Jeffords?
Mr. JEFFORDS. Thank you.
Very very excellent statements, John.
1 agree with you, there seems to be a philosophical confusion in

the Administration as to which direction they are going, and I
think that we must take some of the blame for what happened in
the tax bills. I certainly agree that on the one hand, you can't say
that its up to the pi ivate colleges and the private enterprise system
to provide all the capital that's necessary and then on the other
hand, turn around and bludgeon you with a tax bill on your ability
to raise it within the private institutions, and cut back the funds
for students going to private institutions.

I'd like to follow up a little bit on that in this respect. You have
outlined, and others have, and I have talked about the tremendous
needs in such things as basic research, needs for better incentives
for graduate students, etcetera, etcetera. And yet, those are going
to take funds and money.

And my question to you is if we just provide the direction with-
out funds, will it be possible for private institutions or others to
your knowledge to be able to do it without any Federal help finan-
cially? In other words, if we just say we need more money put into
basic research and universities, there's a somewhere between a $4-
$40 billion gap there as to what's needed. If we need to fund the
graduate programs, if we need to provide incentives, and then we
say that's what needs to be done, but do nothing with respect -to
funding, is it possible for that to

Mr. BRADEMAS. No, sir. No, sir, it is not. And in this connection,
I'll also ask consent at the end ofmy testimony to insert a splendid
paper by .Eric Bloch, entitled, "Basic Research; the Key to Econom-
ic Competitiveness" in which he responds to the question about the
appropriate Federal role. Let me make this point to you, Mr. Jef-
fords.

There are 3,200, approximately, post-secondary institutions in
the United States. Only about 200 of them have endowments of
even $1 million or more. So the suggestion that somehow American
colleges and universities have access to some vast reservoirs of
wealth into whch they can dip to fund these research facilities is
simply not accurate. They are enormously expensive facilities.
There's no question about that.

And it is impossible in respect to many of these facilities for pri-
vate industry on its own to fund them. President Reagan is now
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speaking of Federal support for a new super collider facility in the
atomic field. He's not suggesting, even given his particular point of
view, that private industry bear the whole burden of that. His
chairman, and during his election campaign or immediately after
his election the- first time, Simon Rayrnod, distinguished scientific
industrialist, made the point very eloquently, that basic research is
simply too expensive not to be funded by the Federal government.

And in my statement, I describe how woefully deteriorated is the
physical infrastructure of research facilities in the United States.
Congress has, and I was here and plead guilty, also, we have re-
peatedly failed to vote sufficient Federal funds for facilities. It's not
as glamorous; it's not as romantic; but there has to be someplace
where these activities can be carried on. And universities do not
have that kind of money.

Let me speak from the viewpoint of New York University. I have
to raise money for my university, members-of this Committee, it's
the largest measured in numbers of students independent universi-
ty in the world. We have about 47,000 students, about half that full
time equivalent. I have to raise about $1.5 million every week;
every week. My university's endowment per student is approxi-
mately in 1985 figures, $19,000.

Princetonand I laud themis about $260,000 or more per stu-
dent. Notre Dame I judge is about, as I remember, Mr. Gaydos,
$33,000. Columbia, as I recall, about $66,000. We have a fine uni-
versity. We're working hard to make it an even greater university.
But we don't have some vast endowment into which we can dip if
we want to erect, let us say a new clinical researchlacility at our
medical school, one of the great medical centers in the country,
may cost $100 million. And I'm out fighting every day to raise
money from private individuals, from business and industry, but
the answer to your question, Mr. Jeffords, is that if the government
of the United States does not vote adequate funds for the resources
human and physical to maintain a first class, top quality research
capacity at American universities, we are condemning our country
to economic decline by comparison with the other nations of the
world, and second, which is not the focus of this Committee, but I
must say itwe are driving a dagger in the heart of the security of
our country.

You cannot have $300 billion annual military expenditures with-
out highly' trained scientists, administrators, technicians. It is not
possible to do that. Whether Star Wars is a good idea, or not, we
can debate. But assuming that it is, it is impossible even to concep-
tualize it unless you have people produced at our universities who
have been working in laboratories. So we're talking about the eco-
nomic strength of our country and the security of our country.

And here I agree with Terrell Bell, the -.predecessor of Secretary
Bennett, the first Secretary of Education in. Mr. Reagan's

when he said last fall in a report that he issued, those who
would slash student aid, those who oppose public investment in
education, are unwittingly abetting an act of natione suicide. That
is not John Brademas, former democratic member of this Commit-
tee. That is Terrell Bell, a Utah Republican who was the Secretary
of Education in Mr. Reagan's first administration. I agree with
him.

42i
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Mr. JEFFORDS. Thank you.
Chairman HAWKINS. Mr. Kildee?
Mr. Kann. Thank you, Mr. Chairman.
Mr. President, I think you responded already to my question. My

question is more rhetorical but I think you just responded a great
deal to it.

I still would appreciate some expansion on that, if you could.
What would people from afar, either in time or in place, think of

our nation's commitment to competitiveness or to the future, if
they were to look at the President's budget for education for 1988?

Mr. BRADEMAS. They would think two things: first, they don't un-
derstand; and second, they don't care.

Mr. Kum n. I think that's a good summary, and I appreciate
that. I think that's a good answer, John. Thank you, very much.

Thank you, that's all I have.
Chairman HAWKINS. Mr. Coleman.
Mr. COLEMAN. Mr. Brademas, we have had some shared experi-

ences, but not together. I'left New York University with a gradu-
ate degree before you got there and so our paths have crossed.

I want to point out that your concern with,graduate education is
one of the reasons last year we reauthorized .the Higher Education
Act enacting Part D of Tide II, the Graduate Assistance.in areas ofnational need section. Presently we have the ability to fund teach-
ing and research positions and to fund institutions. I hope and, I
know, that you support such a concept. Now the idea is to get these
programs funded.

We need to, under certain circumstances, increase the funding of
graduate programsGPOP and the Javits Fellowships that you
mentionedand to gain funding for Part D. I think what you're
saying and what others have said, and what I'm also saying to this
Committee and to the Congress is; we can't look at graduate educa-
tion in a vacuum as some sort of nicety that we might be able to
have or not have. But it really goes to the heart of the competitive-
ness issue. Whether or not we are not only currently exporting jobs
out of this country, we are creating a future job export problem by
training foreign nationals in our country to go back and do it
better than we can in future generations.

In fact, we have within our system the kernel of our next trade
problem that will befall my children and yours. This really is the
nut of the problem. I'm glad that you're addressing your remarks
to this issue I am going to use this; analysis as a very critical com-
ponent of my efforts in this Congress. We are discussing national
needs. We appreciate' your support and the linkage, if you will, be-
tween graduate education, research and competitiveness. We need
to break this job export cycle right now and for the future by fund-
ing these graduate education programs.

Mr. BRADEMAS. Mr. Coleman, I agree with every word you've just
said. I'm well aware of your splendid leadership, as well as that of
Mr. Jeffords in this respect, especially on graduate education and
what you have said and what I know Mr. Jeffords has said and
done, only reinforce my earlier observation that the tradition of
support for higher education in this Committee has been biparti-
san, and I am heartened greatly by your eloquent statement.

Chairman HAWKINS. Mr. Williams.
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Mr. Wits liAms. Thank you, Mr. Chairman.
I want to add my congratulations to you, John Brademas, on the

very thorough and complete statement, one which we've come to
expect from President Brademas as we did from Congressman Bra-
demas.

It is my understanding, Mr. Chairman, that we have to have this
trade bill out by the first week in April. If we're going to do a
thoughtful and appropriate job, one that will stand the test of the
next decade, we need to try to pull together the best people we can
to assist us in writing the education portion of this bill.

I'm concerned about the hopscotch nature of the focus of both
the President and the Congress in recent years. It's almost seemed
as if we've moved around at the speed of light with regard to our
attention on issues. Monday is drug abuse day and Tuesday's math
and science day, and Wednesday is illiteracy day, and the Presi-
dent speaks glowingly of theiri, and the next time we hear from
him, he's sent a budget up to cut them, to cut the drug abuse or
illiteracy or whatever it is by half.

I think that the American people are seriously worried that the
President and the Congress are not focusing long enough on any
issue to really do it some good. After all, a quick review of history
shows that we focused for five full years on the Great Society,
scratching and twisting and amending and turning and studying
and rewriting. Until we really did get it right, and did a lot of good
with it.

John, if we're to make both a quick difference with regard to
trade, from the education standpoint of it, and a long term differ-
ence that will stand us through the next decade, give us your two
best recommendations with regard to how we achieve both of those.

[Prepared Statement of Hon. Pat Williams follows:]

PREPARED STATEMENT OF HON. PAT WILLIAMS, A HErRESP.NTATIVE IN CONGRESS FROM

THE STATE OF MONTANA

Our Nation's once undisputed pre-eminence in international trade is facing un-
precedented challenges from foreign competition. Our friends around the globe, are
for the first time in decades seriously challenging us in both the marketplace of
goods and the marketplace of ideas.

There is no single cause nor is there a single answer to our current predicament.
In devising specific solutions we must develop clear principles to guide our ap-
proach.

One such principle is that state-of-the art research and development at colleges
and universities, in partnership with industry, represents an effective and efficient
long-term component of a strategy designed to improve our competitiveness. Re-
search discoveries made on our campuses can regularly be transformed by industry
into valuable economic goods and services.

A recent report entitled "A Renewed Partnership", prepared by the White House
Science Council, Panel on the Health of U.S. Colleges and Universities, points out
that university-based research has been 70 percent supported by federal funds and
that more than 60 percent of the basic research performed in this country is con-
ducted at universities. The Panel concludes that it is the federal contribution that
will determine the rate of growth of the research system. The Panel goes on to con-
clude that: "The interaction of industry with the universities is essential to provide
an effective exploitation of the research base. This partnership is critical to our na-
tional well-being in an increasingly competitive world marketplace."

This renewed focus on postsecondary institutions as a strategy for helping the
Nation regain its competitive edge comes at a unfortunate time. There are disturb-
ing signs that higher education's research and development infrastructure, which
supports much of America's research, is deteriorating. A recent report by the Busi-
ness-Higher Education Forum and others entitled: "An Action Agenda for American
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Competitiveness" explains that the facts and figures documenting the deteriorated
state of America's university R&D enterprise are plentiful and grim. For example,
on average, university research equipment is twice as old as comparable equipment
in industry. A recent survey by the National Science Foundation found that 20 per-
cent of university scientific equipment is obsolete and no longer used, while '12 per-
cent of the polled department heads said that lack of adequate equipment is pre-
venting critical experiments.

In sum, America cannot regain its status as the world's leading and most aggres-
sive trader unless we have appropriate support for research and development efforts
at postsecondary institutions in partnership with industry.

Mr. BRADEMAS. First, Mr. Williams, let me warmly congratulate
you on becoming the new Chairman of the Postsecondary Educa-
tion Subcommittee, on which I've sat all the time I was here. I
know you're going to do a splendid job following in the footsteps of
Bill Ford and Paul Simon.

Second, let me enter a footnote in respect to drug abuse educa-
tion, because you may be interested, Mr. Chairman, to know that
18 years ago, I believe it was, I opened hearings as Chairman of the
Select Education Subcommittee on the, Drug Abuse Education Act
during the Nixon Administration, and looked at my statement the
other day, and I could repeat it today. And I share your concern,
Mr. Williams, that last fall the President and Congress joined to do
something about drug abuse education, and then we've seen the
Administration's budget retreat from that commitment.

But to come more immediately to your question, I would say
there are two areas in which the Congress and the President
should move. To put them in general terms; human resources and
second, physical resources. You've got to keep the students coming,
and that means student assistance with particular attention to
graduate education in the science and technological fields in re-
spect of our competitive position. Not solely but particularly.

And second, there must be much greater attention paid than
we've been paying in the last 20 years to facilities, physical facili-
ties and equipment for research. Those are the two major areas to
which I would urge that you give at' ention.

Mr. WILLIAMS. We all took note with some astonishment of the
fact that you have to raise $1.5 million a week. We have to raise
$5.5 billion a week, and that's just to keep the Pentagon going.
That's what it comes to, $5.5 billion a week. I mentioned the Penta-
gon because we've spent most of our time around here in the last
six years trying to keep them going.

Mr. Brademas, it's been nice to see you again.
Mr. BRADEMAS. Just let me have for my university what they

spill coming over the Fourteenth Street Bridge everyday.
Mr. WILLIAMS. I hear you.
Thank you, Mr. Chairman.
Chairman HAWKINS. Mr. Bartlett.
Mr. BARTLEIT. Thank you, Mr. Chairman.
Mr. President, I wonder if we could, I'd just like for an informa-

tion base to explore a little bit about New York University and per-
haps other private, the aggregate of private universities around the
country.

Can you give us a rough idea of what percentage of your budget
does come from the Federal government?
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Mr. BRADEMAS. I really couldn't. I could give you specific figures
if I were to look at our medical school or our student financial as-
sistance. I can tell you that, here I have some figures by my assist-
ant.

This is Federal assistance for New York University for Fiscal
Year '88. From the Department of Health and Human Services, the
Secretary of which, by the way, is my dear friend and distinguished
former constituent, Dr. Otis Bowen, National Institutes of Health,
Public Health Service and ADAMA, the University-wide total is es-
timated at $40 to $50 million.

Student financial aid, $40 million. National Science Foundation,
$6 million plus. Department of Energy, $6 million plus. Depart-
ment of Defense, $3.5 million. Department of Education, just under
$3 million. Then several other lesser amounts below $1 million for
a total of approximately $108 million. And the budget, the annual
budget of New York University for the current academic year is
$767 million.

Mr. BARTLETT. So roughly $1 in $7 comes from the Federal gov-
ernment, of which $40 million of that, or almost half of it, is in the
form of student financial aid, which is repaid by the students. And
I think it's always important to remember that that's where the
loan may come from, comes for a private institution that's guaran-
teed by the Federal government, the money really comes from the
students. They pay the money, they pay that loan back.

Mr. BRADEMAS. Yes. Of course, I've not tried to break down, and
I don't have that in front of me, Mr. Bartlett, the spread among
the various forms of student assistance such as college work study,
Pell grants, guaranteed student loans, and others. So some would
be repaid and some wouldn't.

Mr. BARTLETT. So somewhere in the neighborhood of say ten per-
cent, if you threw in the subsidy of the student loans.

Mr. BRADEMAS. Oh, that, anyway.
Mr. BARTLETT. So, your advocacy before this Committee in terms

of America's competitiveness would be to do what to that number
for New York University. To double it? To increase it by five per-
cent? To triple it?

What would be your advocacy that would increase America's
competitiveness?

Mr. BRADEMAS. I have not chosen, Mr. Bartlett, to couch my tes-
timony in terms of the particular needs of New York University.
Perhaps it's because I was a member of this Committee for a long
time, and in a sense when I appear here today, I put my hat on not
as a special pleader for my University, although I'm perfectly pre-
pared to do that, but rather speaking about the needs of American
higher education generally, and in another arena and I've already
alluded slightly to this in my testimony. I would make a special
point of the importance of maintaining a pluralistic system of
American higher education, where we have not only publicand

Mr. BARTLETT. I understand.
Mr. BRADEMAS [continuing]. And independent, but independent

colleges.
Mr. BARTLETT. I didn't mean to personalize it to that standpoint.
Mr. BRADEMAS. Sure. Well, let me give you--

46
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Mr. BARTLETT. I'd be happy to broaden the question. Would you,
what would you advocate as far as Federal spending if other pri-
vate universities follow the same pattern and perhaps ten percent
of their budget comes from the Federal government, would you ad-
vocate that we double that, or how, what would your answer be?

Mr. BRADEMAS. Let me respond in a very specific way to your
question in respect of student aid. And this will give you an idea
ofthis will show you how modest and prudent and conservative I
am in my response to your question. I'mI would be delighted if
you wouldn't hurt us anymore. Federal support for students at
NYU has declined over the past five years by $11 million or 18 per-
cent. Reductions have had a considerable impact on these students
and I'd be very pleased, I suppose I'd say, if you would simply put
us back to where we were before.

I would even not fight about inflation, I should also tell you, Mr.
Bartlett. You may be amused to learn for the last four years, I've
been the Chairman of the Federal Reserve Bank Board of New
York, and so I'm not unaware of what the Fed has done by way of
making its contribution to the fight against inflation.

What my concern has been about the last five years, and I'm
well aware that we've not made many advances for education, or in
other domestic areas of American life, just don't hurt us anymore.
Don't, don't, don't undermine and weaken the capacity of our col-
leges and universities to contribute to our economy and our nation-
al security anymore. Just bring us back to where we were and I'd
be grateful.

Mr. BARTLETT. President Brademas, in just the minute or so re-
maining to me, I would just comment, and if you'd like to expand
any further, that I was quite impressed by the--

Mr. BRADEMAS. Thank you.
Mr. BARTLETT [continuing]. By the National Commission report

which you cited. It seems to be a pretty extensive report, which
doesn't mention a specific number or increase in either, it doesn't
mention student aid, so far as I can tell. It does have one line in it
that increases public and private support of university-based re-
search and development. That would I assume include SDI?

Mr. BRADEMAS. No.
Mr. BARTLNrr. Much of the SDI as occurs at universities.
Mr. BRADEMAS. No. There's no, the word SDI so far as I know,

was never mentioned in any of the deliberations.
Mr. BARTLETT. You're correct.
Mr. BRADEMAS. That report does not single out specific weapons

systems to endorse or not endorse.
Mr. BARTLETT. No, you're correct. I was just impressed by the

recommendation in terms of its specificity in most areas; increasing
the national savings rate, balancing the budget at no more than 20
percent of the gross national product, which would imply not rais-
ing taxes to get there.

Mr. BRADEMAS. Not necessarily.
Mr. BARTLETT. Well, the taxes that's nowwe now collect Feder-

al taxes about 19.6 percent of the gross national product, so .4 per-
cent I would assume would be

Mr. BRADEMAS. There are various ways of moving toward reduc-
ing the budget deficit, and we could argue about that.
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Mr. BARTLETT. We consider it essential that federal revenues and
expenditures be brought into balance at approximately 20 percent
of the gross national product. We can leave the record open. I
assume that that means without any significant raising of taxes at
20 percent because 20 percent

Mr. BRADEMAS. I don't assume that at all.
Mr. BARTLETT. I see. They advocate reestablishing the investment

tax credits, small business mutual fund, and long term investment.
Its a very specific and quite a well done report.

Mr. BRADEMAS. Yes, thank you.
Mr. BARTLETT. And I appreciate your testimony.
Mr. BRADEMAS. Thank you, Mr. Bartlett.
Chairman HAWKINS. Mr. Martinez?
Mr. MARTINEZ. Yes, Mr. Chairman, thank you.
In reading your testimony on pages 3 and 4, you've covered I

think, a lot of problems that are interrelated. We have a tendency
in Congress to think singularly about an immediate problem and
concentrate on it, not realizing that there are a lot of other things
that come to bear.

And in reading those two pages, it came to mind that this great
economic recovery we hear about, and that we're in the midst of,
hangs its hat on two facts also mentioned in your testimony; ten
million new jobs and the lowest inflation rate in 25 years. But con-
versely, in that same testimony you mention that in the last five
years we've doubled the deficit of the previous two hundred years.

Plus, we are now a debtor nation for the first time in 75 years,
and the real wages, on which we all depend for a decent living, are
lower in buying power than they have been in the last ten years.
Added to that, we're losing our high paying jobs and replacing
them with low paying jobs. We're replacing them with service jobs
that ironically we re now in danger of losing to foreign competition.
The unemployment rate among black women and teenagers aver-
ages around 21 percent. You can start to get a pretty foggy picture
of this great economic recovery.

And now we have a general unemployment rate that I seem to
remember was intolerable in 1980. In 1987, to some, 7 percent is
tolerable. And finally, looking at one of the statements you have in
your testimony, we had a record trade deficit in 1986 of $170 bil-
lion. Having said all of that, explain to me if you can, what is the
great economic recovery other than words? In your opinion, is our
economy in trouble?

Mr. BRADEMAS. Well, I think that though in many ways, as I
said, we are still the richest and most economically powerful coun-
try in the world, there are these various signs of serious economic
danger, which I have listed, and some of which, Mr. Martinez,
you've recited. I called to Whe attention of members of the Commit-
tee and perhaps it was because I campaigned for Congress 14 times
and I therefore am sensitive to the difference between promises
that politicians make and performance, I cannot help, I cannot
resist recalling that President Reagan promised that by 1984, we
would have a balanced budget and that by fiscal 1986, which ended
last fall, we would have a surplus in the Federal budget of $29 bil-
lion and in view of the fact that the deficit for that year was $221
billion, that's a little mistake there, a shortfall of a quarter of a
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trillion dollars. $250 billion. And that huge budget deficit is spilling
over in a wide variety of very dangerous ways in to the rest of our
economic and social life in this country.

It's certainly linked to the huge trade deficit of which we've been
speaking. It is clearly a Damoc lean sword hanging over every
member of this Committee as you think about how to get the re-
sources, the financial resources with which to finance the various
kinds of facilities and human resources programs that I have here
been endorsing because you know that the squeeze is on. And at
the same time, you have in the White House a President who is
unwilling to face up to the very clear, I think rather simple, impli-
cations of the mathematics of the arithmetic of the policies that he
ha pursued. Because when in 1981, you had the huge increase in
military spending at the same time as the huge reduction in tax
revenues, you didn't have to really be a Nobel laureate to under-
stand that at some stage, there was going to be .a gigantic, increase
in the deficit of the budget of the government of the United States,
and that's where we are today.

And I just heard the splendid speech given 114- Friday morning
at the annual meeting of the National Association of Independent
Colleges and Universities by Speaker Wright, in which the speaker
described a conversation that he had with the President of the
United States on these matters. And it's been a difficult time for
the President these last few months, and I don't really need to add
to his burdens, but if you go listen to that speech, which I urge you
to do, you come away with a heavy heart. Because you do not have
a sanse, in all respects, that the President has really faced up to
the problem that effects every member of this Committee, that ef-
fects every citizen of this country.

We've got to get on top of the budget deficit, and well, I could
expand, but what I'm saying is, I fear that we're goingwhoever
the next president of the United States is, whether he or she may
be a democrat or a republican, will have to face up in my political
judgment to the terrible consequences of this extraordinarily irre-
sponsible fiscal policy that the present President of the United
States has been following for the last several years.

Chairman HAWKINS. Mr. Ballenger?
Mr. BALLENGER. Thank you, Mr. Chairman.
Mr. Brademas, if I may, I'm a freshman and I haven't served

with you. But going back to student aid where you specifically
mentioned the cuts from $8.2 billion to $4.5 billion, I think it was
20, 25, 30 years ago,'before the Federal government got into grant-
ing scholarships which at that time were not repaid, I know in my
little town in North Carolina, Hickory, we had a Rotary club that
had 10 or 15 scholarships, the Kiwanis club had 10 or 15; almost
every civic club there had these scholarships that were available to
students and they were well examined and so the student had to be
well qualified to receive these.

Because of the Federal government's getting into the scholarship
area, almost all of these scholarships disappeared. There was no
longer anywhy should anybody borrow money from the Kiwanis
club when they could borrow it from the Federal government and
maybe not pay it back?
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Now, my question to you is, do you know, or have you any idea
how it would be possible to get the private sector back into this
area which would obviously assist in avoiding, I mean, a least sup-
planting the cuts that we've received? It just appears that J know
civic clubs that almost all over the United States who would be
happy to go back into that program again if somebody could give
them some justification of it?

Mr. BRADEMAS. I'd make two or three points in response to your
question, sir.

In the first place, the amount, the number, the volume of schol-
arships and loans made available by civic clubs, and I laud and
praise those efforts, are really a drop in the bucket in terms of the
needs of the nation, of a nation today of 230 plus million people. So
there's just not very much, there's not very much money there.

Second, we work very hard at my university to encourage private
benefactors to donate money for student assistance programs. And
I am proud to say that in my five years plus as President of New
York University, we haveand Mr. Bartlett, I address myself to
you, as well, on this matter, because I know it concerns you. We
have doubled the amount of student aid provided by the University
from its resources. We do not count solely on the Federal govern-
ment for our assistance. My university's students are overwhelm-
ingly from low and middle income families. Eighty percent of the
students who study at New York University have part time jobs to
make their way. Two-thirds of them receive some form of student
assistance. These are very very hard working students.

I've worked hard with my colleagues in the colleges and universi-
ties of New York State to get help from the State of New York.
We've worked hard to get money from private foundations as well
as from the Federal, the spectrum of Federal programs written in
this committee. So we have tried, sir, to put together an array of
forms of student ass;stance, because it is expensive to study at uni-
versities in our country today, public and private. In the private
universities, you don't see the subsidy quiteyou see the subsidy
much more 6:Piously than you do in a public university, but the
taxpayers of each state by their taxes help subsidize the public in-
stitutions as well.

So what I'm saying, sir, is I'd be glad to see the Kiwanis club, the
Rotary club, other clubs get into the game. But my recollection
clearly, and I was a junior Rotarian when I was a student at South
Bend Central High School, so I would go to those Rotary club
luncheons with the Principal of my school every Wednesday, those
scholarships were chiefly to recognize outstanding students, the
valedictorian of the class. They were not in such numbers or quan-
tity as to make a serious dent on the demand for student assist-
ance.

Mr. BALLENGER. Well, if I may, somehow to a certain extent you
pass it out of hand, well, you take a little town of where I live of
only 25,000 people and they have at least 30 scholarships available,
maybe $1,000 each, that's $30 thousand each, multiplied by the
number of towns in the United States, I'n, not saying that it could
pick up all the loss, but these programs have really disappeared be-
cause of the Federal government's fairlywell almost super liberal
granting of money, and the point I. was trying to bring about, is
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there a way, even though it's only adds up to $2 or $303 million a
year, is there a way that you could get interest back in and in the
civic club area to assist students along these lines.

And as I remember it, I was on the committee several times, we
didn't pick valedictorians; we picked what we thought were compe-
tent capable students who wanted to go to college and they didn't
have to be at the top of the class, but to me it was an involvement
of just at home America in the educational system that has disap-
peared.

Mr. BRADEMAS. Well, yes, I think that's fine. I see no reason it
should disappear. Let me explain something to you, sir.

Undergraduate tuition at New York University is today around,
let's it varies a little but for general purposes, $9,500. That's under-
graduate tuition. I haven't talked about room and board. And
therefore, for a student to be restricted largelyI don't even say,
solelyto a splendid civic club scholarship of $1,000, $2,000, $3,000,
$5,000, is not enough. The world has changed. It is not the way it
was back at Eureka College, Illinois. It's a different world now.
And I regret that that's the case. I do not agree that the facts
show, as the Secretary, Mr. Bennett has said several times, that we
in American universities raise our tuitions because there's a great-
er supply of Federal assistance. As I've said in other quarters, an
American Enterprise Institute Analysis has shown that that's not
the case; there's an inverse correlation there.

The truth of the matter is, sir, we need as broad a diversity and
as great a volume of student assistance as we can get; private indi-
viduals, civic clubs, state governments and there again, I'm upset
because the Reagan budget would eliminate the state student in-
centive program.

He would even, Mr. Chairman, eliminate the 'college Work Study
Program. Now, I should have thought that that would have been a
program that was wholly at home with the ethic of President
Reagan. And my memory isand I stand ready to be corrected
that in the Fiscal 1987 budget, the Administration said, this is a
great program. They even vented more money. Greatest thing
since sliced bread.

There seems to be with respect a failure to think in the Depart-
ment of Education.

Chairman HAWKINS. Mr. Sawyer?
Mr. BANNER. Thank you, Mr. Chairman.
President, Brademas, let me just carry a step further the point

that you just touched 'n. It really grows out of the comment, the
anecdotal comment that you shared about returning to that Stude-
baker line when it was in such deep trouble in 1963, and it oc-
curred to me that the changes that had taken place between that
time when you had worked on that line and when you returned to
it in 1963 were probably pretty minimal. And that with just a little
bit of attention, you probably could have picked up on that line
again.

But that if you were to return today to a comparable line any-
where in the world that was at the leading edge of automotive pro-
duction or any other complex product production, that you'd have
a very much more difficult time. You touched on that problem in
your comment on this last question. You touched on it on page 20

51



46

of your testimony when you talked about employer financed educa-
tion and training and the inn°, rtance of continuing that.

But let me ask you about how, as we look further than just this
next month and the work that we need to do immediately, how we
lay the ground.7ork for an educational system whose plant cannct
accommodate the needs of a work force whose need for education
and training is continuing, if not continuous, and a productive
plant in this country whose capacity to continuously fund private
sector research and development is limited perhaps most acutely
by the need to show return on the quarterly bottom line. How do
we bring those two institutional strengths together so that they re-
inforce one another with institutional research and development
with private sector continuous training so that the work place
itself becomes a test bed for productive activity?

Mr. BRADEMAS. It's a very perceptive observation and question,
sir. Two or three points.

First of all, the preoccupation with short run returns, coupled
with the high risk involved in the expenditure of very large sums
of money required for some kinds of basic research argue, I think,
persuasively for the kind of substantial cooperation on the part of
both Government and industry if we are to be able to provide the
kind of long term investment of which you speak.

It is not going to be financially possible for private industry
again, I return to the giant collider that I mentioned earlierit is
not possible for private industry to invest such large sums of
money. But yet everybody knows who reflects on this matter that
for reasons of our economic future and our national security, it is
imperative that we make such substantial investments. Mx ms's
the leadership going to come from to make that commitment. It is
in large measure going to have to come from the elected political
leaders of our country, both the President and the Congress. As
well as from farsighted industrial leaders.

Second, we must understand that it is not possible for us to
maintain our leadership, and in many cases recover it in areas of
the economy closely linked to science and technology, without a so-
phisticated, thoughtful investment of resources in human beings.
If, for example, we're doing a terrible .ob of science and math
teaching at the elementary secondary level and we're not going to
be having an adequate supply of young men and women who are
qualified to study math and science at the undergraduate level,
and therefore you're not going to have enough of them able to
pursue the courses in graduate school. And then, sir, if we do not
have well equipped laboratories on university campuses, and if you
don't have at least tolerable salary structures, those capable
people, after they've finished their graduate work, will not remain
on the university campus to generate the next crop of scholars and
scientists; they'll go off to private industry.

And that in turn is married to the problem to which earlier ref-
erence was made by me and members of the Committee about our
training in this country so high a number of engineers especially
from other countries who go back to those countries, particularly
in respect of Japan, where they invest such a modest degree of
their gross national product in defense, because we bear much of
the defense burden for protecting Japan, thereby reinforcing their
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competitive strength. And then you add another dimension to this
to which I made reference which is that in the last five years, we
have substantially shifted our Federal R&D investment from non-
defense activities into defense activities and as the Eric Bloch docu-
ment to which I earlier referred on basic research points out, we
have simply not been getting the great spinoffs in terms of civilian
applications for our economy from our enormous investment in de-
fense-R&D.

I rattle off that paragraph, sir, because in a sense we're talking
stout a seamless garment and that's why I made bold to suggest to
Chairman Hawkins that while I'm here to talk chiefly about
higher education, I'm well aware, having sat on this committee in
particular, that we have to begin at lower levels.

Mr. KILDEE [presiding]. Mr. Visclosky.
Mr. VISCLOSKY. Mr. Chairman, thank you.
As a Notre Dame graduate, and as a member who represents a

portion of the old third district in Indiana, Dr. Brademas, I wel-
come you today as :well.

Mr. BRADEMAS. I'm glad to see a fellow Hoosier here, even as I
think Mr. Jontz of Indiana is a member of this committee, is he
not?

Mr. VISCLOSKY. Yes, he is. Absolutely correct.
John, early in your testimony, and in response to Mr. Gaydos'

question, you stated that if you would approach the trade bill from
two aspects, to do two things, you would really encourage the in-
dustry and university cooperation as far as research and develop-
ment. You also emphasized adult basic education.

What is the role of community colleges, or the university exten-
sions in regions such as the first district in Indiana? And I have to
believe that it's representative ofmany areas of the country. We do
not have Notre Dame, we do not have Harvard, we do not have the
major educational institution. We have an extension of Indiana
University. We have two extensions of Purdue. We have one rela-
tively small liberal arts college in Whiting, Indiana.

How would they fit into any legislative structure in the trade
bill?

Mr. BRADEMAS. Well, I'll not try to write legislation in a brief re-
sponse, and let me reiterate how pleased I am to sc-:, a fellow Hoo-
sier on this committee.

First of all, community colleges and adult education programs,
particularly in an urban industrialized area like the first district of
Indiana, can play an important role in one respect that I'll men-
tion, I'm sure several. But that is in providing a chance for two
year college level technical education.

And, Mr. Chairman, this takes me back on this c.--nmittee 26
years because I remember having chaired an advicory group on
higher education under the chairmanship of Mr. Powell, and one of
the recommendations that our group made, which I still think
makes sense, particularly in terms of Mr. Visclosky's question, is to
encourage many people who may not want to go onto a four year
college experience, or a graduate experience, to get what we call an
associate degree, and thereby become medical technicians, or
dental technicians, or engineering technicians, and give support
from that semi-professional educational background to people who
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have had professional background, and thereby make their contri-
bution to the natior's strength and to the improvement of their
own lives.

Mr. VISCLOSKY. Thank you.
Mr. lacnEE. The Chair would like to remind the members of the

panel that we have a time constraint. The next witness, particular-
ly has a severe time restraint, so if you could keep your question to
one question and not a follow-up question, ..1" possible, I would ap-
preciate that.

Mr. Penny.
Mr. PENNY. Mr. Chairman, I'll pass by and thank Mr. Brademas

for his excellent testimony and that will allow us to move along.
Mr. KILDEE. Thank you.
Mr. Richardson.
Mr. RICHARDSON. Thank you, Mr. Chairman.
President Brademas, I didn't have the good fortune of serving

with you in Congress, but I've admired your leadership on many
issues.

My concern is minorities, especially Hispanics, as part of this
competitiveness field in terms of a trade bill that encompasses mi-
norities, especially in science and engineering. What do we need to
do?

Mr. BRADEMAS. As I remarked, Mr. Richardson, I drew attention
to the report of the graduate education subcommittee which I
chaired at the National Commission on Student Financial Assist-
ance, and one of its primary recommendations which was that we
give particular attention in providing fellowships to r'lorities, and
women, especially, in the fields of science and engin.. Ting. And I
could multiply that, I could go beyond that to include, let us say,
the Lea lth professions, in which we have far too few blacks and
Hispanics in American universities today, both let's say, in medical
school and in dental school, and in addition, I am deeply troubled
by the very small percentage of black and Hispanic members of col-
lege and university faculties.

And to get those groups into the mainstream of American aca-
demic life, we need, particularly since many of those groups come
from low income families to provide more financial support, and
that would be my principal recommendation.

Mr. RICHARDSON. Would the Chairman. allow one more question?
That is, relating to teachers. You know when you go to a high

school, or speak to a high school, or elementary school and you ask
the young men and women what they want to be when they grow
up. There's only a small handful that tell ycu they want to be
teachers, or public servants.

Do you feel it would make good sense to target certain student
loan forgiveness provisions to students wi:o go into teaching.

I know there was some legislation that dealt with this issue in
the last session of Congress but having reviewed it, it seems very
insignificant. Would you support a major effort to give incentives
to students that would eventually become teachers?

Mr. BRADEMAS. Well, Mr. Richardson, I would be open to that
prospect, but I would call to your attention, sir, that, in fact, when
I first came on this committee, I can't remember if it was in exist-
ence then, I think part of the National Dthnse Education Act, we
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had a teacher forgiveness program, so this idea is about a genera-
tion old.

And as a good legislator, as I am well aware you are, I would
want to go back to the testimony that we held to see how did that
program worked because I remember my redoubtable friend, and
sometime adversary, Mrs. Green or Oregon, found it easy to control
her enthusiasm for that program.

So if it could be demonstrated that there's a good chance that it
would work, I would be open to it, or some other incentive.

The truth of the matter is, I much prefer saying you want to be a
science teacher, you want to be a mathematics teacher, here is
some financial assistance if you need it. Not if you don't need. If
you need it, to enable you to pursue your studies and go into that
career.

I'd rather do it in a direct way. But I wouldn't reject the other if
a careful examination showedthis might be effective also.

Mr. KILDEE. Thank you.
John, we have been the beneficiary of your knowledge, and your

wisdom, both when you were a member of Congress, and now as
President of New York University, and we're very grateful to you
for that. We thank you for your testimony this morning.

Mr. BRADEMAS. Mr. Chairman, forgive me for having taken so
much time in my responses, but I don't have a chance to come back
home that often. Thank you.

Mr. KILDEE. We're grateful to you, John. Thank you very much.
Our next witness will be Mr. David Hornbeck, President of the

Council of Chief State School Officers.
Mr. Hornbeck. I know you're under a time constraint. You may

summarize, if you.wish, and your entire testimony will be included
in the record.

STATEMENT OF DAVID W. HORNBECK, PRESIDENT, CCSSO,
SUPERINTENDENT OF SCHOOLS, STATE OF MARYLAND

Mr. HORNBECK. Thank you, Mr. Chairman. I appreciate that.
I'm due in Annapolis to join the Lieutenant Governor to plead

before the Ways and Means Committee for a substantial increase
in funds for Maryland's school systems.

I'm here today, however, as President as the Council of Chief
State School Officers regarding education's role in dealing with our
nation's competitiveness. We are an organization made up of the
commissioners and superintendents of education from the 50 states
and the extra territorial jurisdictions, as well as the District of Co-
lumbia.

The report on the Carnegie forum on education and the economy
argued persuasively that the American we k force cannot and will
not work cheaply enough to compete in marketplace of the
world. The fact is that we're going to have to work smarter in
order to maintain, much less enhance, our standard of living.

Also, for the first time in the history of humankind, it's going to
be necessary for us to permit all of our young people to have the
capacity to work smarter, not just those who are the gifted or the
elite.
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You've heard the litany of numbers, that 22 percent of our chil-
dren live in poverty, that 40 teenage girls every day give birth to
their third child, and so on.

The fact is that the demography is such today that we can't
afford to lose those youngsters.

I ask you to add to those challenges of young people conditions
two additional facts, putting the economical imperative in proppec-
five. Thirty-five years ago there were 17 people working for each
retiree. By 1992 there will be only three. One of those three will be
a minority person. Those who are minorities are disproportionately
represented among the poor and disproportionately represented
among those that school systems have served least well historical-
ly.

Sometimes we say to those young people we have given you the
opportunity and if you don't seize it, its your fault. That may or
may not be so.

The fact is that our rightness or our righteousness in making
that statement may well soon topple us unless we are prepared to
reach out to those kids and make a difference.

We know we can make a difference. We know that the American
public educational system has been the most successful such educa-
tional system in the history of the world since its founding more
than 100 years ago. We've seen its progress on a host of fronts. We
know that if youngsters move past high school and into college,
that all kinds of important things take place in their lives.

But we've got to deal with both the issue of the at risk child, the
issue of the dropout. We've also got to deal with the issue of qual-
ity.

Chief State School Officers in the schools are not the ones to
solve this problem alone any more than this committee or Congress
or business could do so.

But the fact is that competitiveness in whatever form, however
you define it, cannot be achieved unless schools are at the center of
solution strategies.

Schools must join all levels of government and business, and
other private agencies in making this kind of commitment.

Frankly, I'd like to believe that with respect to the at risk young-
ster, that human decency and concern would serve as sufficient
motivation to mobilize the imagination, and the will, and the re-
sources, to serve our youth, but I fear that economic competitive-
ness is going to be the issue that's going to drive us, but happily, it
is of the character that it is eliciting attention to the kinds of eco-
nomic imperatives translated into educational priorities that are
necessary.

I would ask that you focus principally on a single recommenda-
tion of the Council of Chief State School Officers, and that is that
as you develop your competitiveness package, that you look to the
foundation of the programs and investments that we've already
made in educational access. We support the comprehensive ap-
proach that you are taking to reauthorization of the major elemen-
tary and secondary programs. We hope you would take an equally
comprehensive approach to the educational components of omnibus
trade legislation with careful attention to hoW they relate to exist-
ing programs.
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We recommend that such comprehensive approaches be fash-
ioned-in a way that clearly identifies the national goals and prior-
ities in education and training, allowing states and local education
agencies adequate flexibility to address these priorities as they are
reflected at the state and local level, end provide a means of evalu-
ating and demonstrating the effectiveness of progrsuns, particularly
the potential gains of greater investment in the programs.

We focused, not surprisingly, principally on education. As we
look at the national priorities and the components of competiti\ e-
ness, we've identified Chapter 1 as the foundation of the federal in-
vestment in the educational needs of at risk children and youth.

We believe first that the full funding of service to all eligible
children with the scope and intensity necessary to raise their skills
to the level of their more advantaged peers would be the best first
step toward national competitiveness.

We have also supplied to you in the full statement a series of rec-
ommendations that we believe would bring the power, the demon-
strated measurable power of Chapter 1 to bear even more forceful-
ly as we seek to include all yOungsteri across this nation in the
benefits of education and entry into the work force, and as contrib-
utors to the competitiveness context that we all see.

Although we've not had ample opportunity to examine the Chair-
man's recently introduced Chapter 1 proposal, it is evident that the
concern is shared with building on the potential of Chapter 1 to
serve children at the preschool level, and the middle grades, and
high school- whose needs are currently unmet.

We've looked not just at Chapter 1, however. We've not looked
just at the issues of access. We've sought also to address issues of
quality. Issues of quality are reflected in Chapter 1, but issues of
quality are also captured in the intent of Chapter 2.

Chapter 2 should be an important part of the foundation of the
significant federal investment in the quality of education. It serves
as a flexible source of funds, which states, local education agencies,
and schools, can use to respond to changing needs, and new de-
mands in education.

If as a nation we are going to be competitive we need a federal
investment in the quality of education, as well as access, to pro-
grams like Chapter 2, and the Education for Economic Security
Act.

I know that Congress questions whether the current structure of
Chapter 2 permits us to know it's meeting national priorities. Rec-

, ognizing that, we've defined four national priorities which seem to
be the cornerstones of competitive schools.

States and local school systems could choose to spend their funds
on (1) at risk students and special populations; (2) effective school
models and reform efforts; (3) instructional program improvement
of the curricula and/or (4) training or retraining educational per-
sonnel, including teachers, administrators, and counselors.

Within each of those kinds of categories, a wide range of subcate-
gories could be chosen, ranging from dropouts, to gifted and talent-
ed students in the first category, to a whole range of subjects under
instructional program improvement or teacher training.

The key difference in our proposal from current law is the inclu-
sion of an accountability mechanism. In their plans, states with

Zi
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their 20 percent, and locals with their 80 percent, would provide a
rationale or justification for their decisions on where to target
funds based on need, and from that would flow accountability.

The Council believes that these recommendations would insure
that the flexibility of Chapter 2 to supplement and augment other
programs, is maintained, using the funds to fill critical gaps, and at
the same time providing the benchmarks through which all of us
can measure progress.

With regard to the competitiveness legislation, the Council ap-
provesof the approach taken by Senator Pell and others in S-406,
which provides critical injections of new funds to existing programs
like the education for Economic Security Act.

We're also interested in the role of research, and the data base,
and assessing the competitiveness of our education system. Indica-
tors that are useful engaging the nation's economic and social
strength, such as data from the Bureau of the Census and Labor
Statistics, are lacking in the education arena.

The Council has taken the lead in assessing the quality and the
supply of math and science teachers, developing indicators of stu-
dent achievement and designing a model definition of dropouts
with crosswalks for comparison state-by-state.

The data base needs are more complex than a simple wall chart.
We'd like to work with you on legislation to insure a strong and
independent responsible means of compiling the data and indica-
tors needed to evaluate public education on a long-term basis.

Our focus is your focus. Last year's theme was Education and the
Economy. Our report, I've submitted to you for inclusion in the
record. This year's theme is The At Risk Child, because we think
those youngsters are the single most important challenge that face
us.

James Agee said that with the birth of each child the potential of
the human race is reborn. You and I, it seems to me, have the op-
portunity and the responsibility to help translate that potential
into reality, not just for some kids, but for all kids.

Thank you very much, sir.
[The prepared statement of David Hornbeck follows:]
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PREPARED STATEMENT OF COUNCIL OF CHIN? STATE SCHOOL OFFICERS PRESENTED BY
DAVID W. HORNBECK, PRESIDENT, CCSSO, AND SUPERINTENDENT OF SCHOOLS, STATE
OF MARYLAND

Mr. Chairman, I ..rm David Hornbeck, Superintendent of Schools for

the State of Maryland. I am honorei to hnve this opportunity to

testify on behalf of the Council of Cie State School Officers

regarding education's role in enhancing our Nation's competitiveness.

The Council is a professional organization composed of the

commissioners and superintendents of education from each of the fifty

states, six extra-territorial jurisdictions, and the District of

Columbia. Members of the Council are the principal administrators of

the public school systems in each state. As such, we are

responsible, as are our colleagues at the local level, for

implementing federal and state education policies and programs for

the Nation's school children.

rwould like to commend you, Mr. Chairman, and the Committee for

examining the role of education and training in enhancing our

competitiveness in international markets. "Competitiveness" seems to

be this year's response to our current economic crisis -- the trade

deficit. However, the underlying issues have been with us since the

days when we were talking about productivity to combat economic

stagflation or a recession. And it will be with us, in one form or

another, into the last decade of the century, or longer, depending on

how we address it.
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The report of the Carnegie Forum on Education and the Economy

argued persuasively that the American workforce cannot and will not

work cheaply enough to compete in the world marketplace. If we wish

to maintain or improve our current standard of living, we must work

smarter. Moreover, it is clear that we will not succeed if only a

small group of gifted elite work smarter.

The ability, the skill, the capacity to work smarter must - for

the first time in human history - be characteristic of the mass of

our population. That includes the 22% of our children living in

poverty. It includes the 40 teenage girls a day who give birth to

their third child. It includes the 60% of all children born in 1983

who will live in a single parent home before age 18, of whom most

will be in a female-headed household with incomes under 410,000. It

includes the over 61% of high school seniors who have used drugs.

And it certainly includes the majority of students in some urban

areas who drop out before their senior year of high school.

Add to these challenges two additional facts to put the economic

imperative into perspective. Thirty-five years ago, there were 17

people working for each retiree. By 1992, there will be only three.

Clearly all three must be productive. Yet one of those three will be

a minority. Those who are minorities are disproportionally

represented among the poor. Moreover, they are disproportionally

repesented among those with whom schools have been and continue to be

least successful.
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We cannot forget, however, that our tradition of free public

education has been at the heart of our Nation's success. Over a

hundred years ago, we were the first Nation to make a ccamitment to

free mass education. In the past thirty years, we have reaped the

gains of a commitment to access and equity in education. The high

school graduation rate has increased from less than 508 in tke50's

to over 75% today. Over 50% of high school graduates pursue

postsecondary education. Governmental support for racially

segregated schools has been dismantled, and formal barriers to

educational equality for women removed. It is the Nation's policy to

provide full educational services to disabled children, as well as to

recognize the extra educational needs of limited English proficient

children. This Committee can be proud of its contributions to these

successes.

Will a new nati)nal commitment to education truly rake a,

significant difference in the workforce that must becode mord

competitive? We have strong evidence that it will. First, education

has always correlated to the work ethic. 63% of college graduates

show a strong work ethic, compared to 47% of workers with high school

or less. Education also makes a difference in the health and

longevity of the individual. Every year of schooling completed means

an average 2.73 years increase in life expectancy for women and a

2.48 years increase for men. And the difference in lifetime earnings

between a high school dropout and the average American who completes

college and participates in mane form of adult education is $631,000.
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Nonetheless, we have reaped almost all of the economic benefit we

can expect from the dramatic increase in the number of years of

schooling completed by Americans. Making substantial economic gains

in the future -- meeting the challenge to work smarter than our

coopetitors abroad -- will depend on enhancing the quality of

education. We must act thoughtfully, decisively, and quickly, for

the economic imperative is here; the human and social tragedy of

families and calamities living in generational and perpetual poverty

is with us. We have, in my judgement, less than a decade to alter

our course sufficiently to avoid serious negative consequences to our

life together.

I do not suggest that chief state school officers or schools

alone can meet these challenges, no more than I would suggest that

this Committee, or Congress, or business could do so. But

competitiveness cannot be achieved unless schools are at the center

of solution strategies. Schools must join all levels of government,

business, and other private agencies in resolute commitments to the

young people wham our society has too often ignored. We hear much

comparison of our Nation's school system with that of Japan. A

primary reason for the difference might be summed up as commitment.

The Japanese regard theie children as a national treasure; both the

commitment of government and that of parents in *an reflect that

perspective.

We would all like to believe that human decency and concern would

serve as sufficient motivation to mobilize the imagination, the will,

and the resources necessary to invest in our national treasure -- our..m
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children. But wherever those qualities are absent, there are the

economic imperatives as well. There is also the reality of fiscal

imperatives shaping how we make our investment.

If there'Were times of plentiful resources, perhaps you in the

Congress and we in the states might feel we have the latitude to

design programs in isolation -- a program for this, and a program to

do that. But these are clearly not such times. These are times when

each public dollar must accopplish more dollars worth of change. And

we know that dollars alone do not reach the goals we seek. The

difference is made by dollars together with how the programs are

crafted, how they are linked, and especially, the incentives they

crLate for change and reform in the people and institutions that run

the programs.

The first recommendation I would like to make today -- and

perhaps the most important -- is that as this Committee develops its

competitiveness package, you look to the foundation of programs and

investments we have already made in educational access, as well as

quality. The Council supports the comprehensive approach you are

taking to reauthorization of the major elementary and secondary

programs. We hope you would take an equally comprehensive approach

to the educational components of omnibus trade legislation with

careful attention to how they relate to existing programs. I would

like to read for the record cCSSO's positions on competitiveness:

"The Council urges the 100th Congress to address national policy

issues such as economic development and the needs of at risk
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copulations in a thorough, comprehensive approach that defines the

appropriate federal role, identifies the gaps and overlaps in

existing programs, and structures new and expanded efforts to address

the issues in a coordinated, effective fashion.

The Council reccamends that such comprehensive approaches be

fashioned in a way that clearly identifies the national goals and

priorities in education and training, allows states and local

education agencies adequate flexibility to address these priorities

as they are reflected at the state and local level, and provides a

means of evaluating and demonstrating the effectiveness of programs,

particularly the potential gains of greater investment in the

programs."

You are acting on our third oeccamendation -- that chief state

school officers be included in the dialogue and the development of

,responses to national policy issues such as these. I thank you and

hope that this dialogue with us will continue throughout the

legislative process.

The chief state school officers address that part of the

federal structure which affects education. As we looked at the

national priorities and the components of ccapetitiveness, we

identified Chapter I as the foundation of the federal investment in

the educational needs of at risk children and youth. We believe that
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full funding of service to all eligible children, with the scope and

intensity necessary to raise their skills to the level of their more

advantaged peers, would be the best first step toward national

competitiveness.

In addition, the Council's recommendations for Chapter 1 would

build on the existing structure of the program, emphasizing its

strengths, and using its full potential to merge what we know about

quality education with access and equity for poor children. These

recommendations include:

-- The need to clarify definitions, such as "educationally

deprived students", as well as to fund additional grants for schools

with the highest concentrations of poverty, so that those children in

greatest jeopardy can be better targeted.

-- Expansion of opportunities for local education agencies to

apply for school-wide projects, so that the poorest children can

enjoy the benefits of effective school practices.

-- Enhancement of outreach and - involvement for parents of all

children eligible for Chapter 1, including use of Even Start and

Follow Through type models in school-wide projects and schools

receiving concentration grants.

Aeequate resources for state education agencies to administer
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the program as it was intended, with evaluation and dissemination of

model programs, as well as a new authorization for states to provide

local education agencies with technical assistance, training, bonuses

for exemplary performance, and the mmultl of research on best

serving the target population.

-- Finally, full funding of state incentive grants to encourage

states to share in the responsibiilty for coupensatory education.

Although we have not had apple opportunity to examine your

recently introduced Chapter I proposal, it is evident, Mr. Chairman,

that you share our concern with building on the potential of Chapter

1 to serve children at the preschool level, in the middle grades and

high school whose needs are currently unmet. We also appreciate your

and Mr. GOodling's omnitMent to the value of programs like Even

Start to break the intergenerational cycle of illiteracy through work

wtih children and their parents. We wish to continue to work with

you on legislation for an equitable state and local partnership to

promote effective schools.

The Council also examined Chapter 2 and determined that it should

be the foundation of a significant federal investment in the quality

of education. It serves as a flexible source of funds which states,

local education agencies, and schools can use to respond to changing

needs and new demands in education. If, as a Nation, we are going to

be competitive, we need a federal investment in the quality of
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education, as well as access, through programs such as Chapter 2 and

the Education for Economic Security Act.

Knowing that Congress questions whether the current structure of

Chapter 2 permits us to know it is nneting national priorities, we

defined four national priorities which seemed to be the cornerstones

of ccapetitive schools. States and local school systems could choose

to spend their funds on I) at risk students and special populations,

2) effective school models and reform efforts, 3) instructional

program improvement of the curricula, and/or 4) training or

retraining educational personnel, including teachers, administrators,

counselors. Within each category, a wide range of subcategories

could be chosen, ranging from dropouts to gifted and talented

students under the first category, to just about any subject area for

instructional program improvement or-teacher training.

The key difference in our proposal from current law is the

inclusion of an accountability mechanism. In their plans, states

with their 20%, and locals with their 80%, would provide a rationale

or justification for their decisions on where to target funds, based

on their needs. Provisions for establishing overall goals and

evaluating the results are also included. To insure the state share

is targeted to the-needs of schools and children, we have clearly

defined the difference between administrative costs and other

activities, such as technical assistance and training.
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The Council believes that these recommendations multi insure that

the flexibility of Chapter 2 to supplement and augment other programs

is maintained. The funds could be used to fill critical gars. At the

same time, states, local educators, and Congress would have some

benchmarks through which to measure progress. We believe state and

local education agencies are quite prepared to be held accountable

for outcomes with all federal dollars, including Chapter 1 and 2.

With regard to the competitiveness legislation, the Council

approves of the approach taken Zenator Pell and others in S. 406,

which provides critical injections of new funds to existing programs

like the Education for Economic Security Act. We have supported full

funding of the existing math-science-foreign language program and

continuation of programs such as the Leadership in Educational

Administration Development (LEAD) that address the key elements of

educational reform.

We are also interested in the role of research and the database

in assessing the competitiveness of our education system. Indicators

that are useful in gauging the Nation's economic and social strength,

such as data from the Bureaus of the Census and Labor Statistics, are

lacking in the education arena. CCSSO has taken the lead in

assessing the quality and supply of mathematics and science teachers,

developing indicators of student achievement, and designing a model

definition of dropout with crosswalks for comparison state by state.

The database needs are more complex than a simple "wall chart'
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comparing student scores by state. We would like to work with you on

legislation to insure a strong, independent, responsible means of

compiling the data and indicators needed to evaluate public education

on a long term basis.

I am proud tollave been selected as this year's president of the

Council of Chief State Officers. Our theme and subject for study

last year was Education and the Economy; and I submit CCSSO's

position paper and.recommendatiomstoryour Committee's consideration

of the issue of competitiveness. Our focus this year is on mw.ting

the needs of at risk children and youth, and I am excited about our

efforts to devise a standard definition and model legislation in this

area for the states. Again, I appreciate the opportunity to testify

today and look forward to assisting the Committee in any way I can in

the future.
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Mr. Mums. Thank you for your testimony.
A question. In your testimony you refer to gaps and overlaps in

existing programs. Can you provide us some examples so we can
address ourselves to those gars and overlaps?

Mr. HORNBECK. Some of the kinds of gaps that I referred to relat-
ed to Chapter 2, have to do with staff development activities, have
to do with the focus of programs on at risk kids, some of the kinds
of experimental programs that are necessary.

For example, a significant gap is in the area of international edu-
cation, something that Dr. Brademas referred to. There is not that
kind Of attention at the moment. And for the kinds of reasons he
gave you, we need that kind of attention. But those are some of the
kinds of illustrationr, of gaps that do exist.

Mr. Yomnss. We'll try to move along in light of your schedule.
Mr. Jeffords?
Mr. JEFFORDS. Thank you.
Let me inquire, follow-up a little bit on some of these areas.
First of all, as I try to structure in my mind what we need to do,

one course is to build the kinds of skills that are necessary to
regain and to improve, and to overtake others in the sense of com-
petitiveness and designing good services.

And, secondly, we've got to be able to sell them, which gets to
the area of learning foreign languages and being able to compete
on the international scene.

Much of it will have to do with attitudinal changes in our school
systems throughout the country as to what is necessary, and what
is appropriate for our young people in order to give them a good
standard of living, as well as sustain and improve our own.

I am interested as we go forward and dream up ideas on how to
change these, is the ability of the state and local governments to be
able to fund these changes, or whether there's money needed to
fund these changes.

There are some areas that I'm interested in. Maybe you can en-
lighten me a little bit. I know from my responsibilities here in
looking at vocational education, one of the serious problems we
have is the inability to be able to keep up with modern types of
programs that will train our young people for jobs that are avail-
able now rather than the ones that used to be.

Certainly we need to know what can we do to entice more teach-
ers into science and math. What can we do to get more teachers
that are knowledgeable in the kind of foreign languages that are
necessary in order to provide for the sales force we need to com-
pete.

Can you tell me whether or not your own judgment there is a
need for more federal involvement in the programs that I dis-
cussed, as well as Chapter 1? (I note that the Administration itself
urges an increase in Chapter 1.) What kind of funding resources
are available at the state and local levels to handle these needs? Is
it appropriate and necessary for the federal government (keeping
in mind its own fiscal problems) to come forth with more re-
sources?

Mr. HORNBECK. It is my judgment, and the reason I focus on
Chapter 1, is that its contribution is in my view the single most
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important program, but the ones that you mention, and the initia-
tives that are implied, are important ones as well.

Recognizing in the first place that states and local government
have and will continue to play the dominant role in funding. That's
always been the case: That's the reason I've got to go back to_ An-
napolis this afternoon.

We will continue to carry our share. But at the same time, the
kind of leadership that the federal government can provide in lend-
ing its hand, and providing funds, has been extremely important.
Voc Ed is a good example. It provides only $1 out of every $10 and
yet it provides leadership dollars. It provides direction; and some-
times provides the necessary kick in the seat of the pants, particu-
larly as it focuses on developing skills on today's jobs and not yes-
terday's.

Focusing also, I might say, as we wrestle with issues of vocation-
al education, on what you might characterize as employability
skills, as well as the pure occupational skill itself. And' that's a
kind of leadership spot that the federal government could, in fact,
contribute to.

I think the issue that you raise, and was raised with Dr. Brade-
mas in terms of teachers, is also one the federal government could
play a very important role in. The fact is that NDEA did work, in
my judgment. If one goes about the 37,000 teachers in the State of
Maryland today, one fords teacher after teacher after teacher who
found his or her way to the classroom through the NDEA program.

There is a modest federal initiative on that fund. We are seeing
in the State of Maryland a response to that kind of a loan forgive-
ness program. We've put some of our own money into it, and we
find even in the context of putting some of our own money in, that
we have a waiting list of qualified people wanting to receive that
loan.

And the issue of the quantity and quality of teachers is absolute-
ly central. We are going to face in Maryland in the next three
years a 2,100 teacher shortfall out of 37,000 teachers. They can see
that they're going to fall into the areas of special ed, math, the vo-
cational education trades and industries, and in the physical sci-
ences.

We've got to explore all kinds of strategies to see that that
doesn't happen, and we are, and the federal government, particu-
larly in those areas of critical shortage, could play a very signifi-
cant role in helping us.

It is, in a sense, Mr. Richardson, an idea thati.s. a generation old,
but it was a good idea, and it's an idea that ought to be recycled,
and as a consequence, provide additional assistance to states.

Let me also say on that point that a subpart of the quantity and
quality of teachers issue is a very serious problem that we are in
the throws of facing with respect to minority teachers.

We are en route at the moment to a situation in which it is
likely by 1995 that only 5 percent of our teaching force will be mi-
nority, where our student population will be 40 percent minority,
and that's an intolerable situation in my judgment, and is a piece
of the at risk child issue to which I was speaking earlier.
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Mr. JEFFORDS. I thought I'd ask as to whether or not you could
create these changes without any additional federal financial help.
I don't think you answered that.

Mr. HORNBECK. I think the answer is no.
Mr. JEFFORDS. And can you quantify in any degree, or do you

have any information you can provide to me as to how we could
improve the budgets this year in order to meet the needs as you
see them?

Mr. HORNBECK. I think inagain, my focus is principally and
first on Chapter 1, I don't think we've ever funded more than
about 40 percent of the eligible children in Chapter 1. That is ..:o-
nomically insane and increasingly so.

Mr. JEFFORDS. The Administration recommends about $200 mil-
lion increase in funding, I think. Is that adequate, or is that just apartial

Mr. HORNBECK. It is quite partial. It's $200 million in the context
of about $4 billion, as I remember, and if we are reallysee, the in-
teresting thing about that program, and the sitlation we find our-
selves in the United States today in the issue c,f competitiveness, is
that we're no longer talking about state superintendents, and state
departments of.education, and school systems, and educators, and
bureaucracies, and self-interests, in that sense.

Because of the sheer birth rate, and who is in the population,
and who is going to have to be in the work force, and the challenge
that's in front of us, we're talking about the life blood of our econo-
my and this a apetitiveness of which we speak.

And it's for that reason that I would suggest that the most im-
portant role in the world of education for the federal government is
in the area of access and equity, and Chapter 1 is the pre-eminent
program on that thing, and that is the arena in which we ought to
be making the kind of commitment, in fact, as a matter of policy,
that we made to handicapped kids back in the late 1970's where we
guaranteed kids appropriate services. In our own self-interest we
ought to be doing that.

Historically, when the chicken has come home to roost, it has
roosted on the victim's doorstep, and we have had the luxury of
saying too bad.

We are now at the point where the chicken is coming home to
roost not on the victim's doorstep, but on yours and mine, unless
we deal with the issue in the context of initiatives like Chapter 1
and providing the quality and quantity of teachers, including mi-
nority teachers.

Mr. JEFFORDS. Thank you.
Mr. KILDEE. Mr. Sawyer.
Mr. Visclosky.
Mr. V:SCLOSKY. Thank you, Mr. Chairman.
Mr. Hornbeck, I appreciate your courtesy in testifying today.
The major city in my congressional district is Gary, Indiana.

Ninety-eight percent of the school population in Gary is non-white.
Unwed pregnancies in the city are well over 70 percent, and I have
to believe many of those are to teenage women. The dropout rate is
off the wall.
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Title I was first initiated in 1965 and on page 2 of your testimony
you talk about 60 percent of the children born in 1983 live with a
single parent before.the age of 18.

Some of those 18 year olds thus have been part of a system that
has been helped by Title I. I don't wish to have you misconstrue
my comment. I support the program, but somehow it also hasn't
quite worked, realizing it's an element of many different factors
that are involved.

The Chairman had asked about gaps. Are there some portions of
this program that simply have not worked and are still around, or
are there things we could do?

Mr. HORNBECK. Yes, sir. The biggest gap is in the number of kids
served and the number of kids eligible. There are more kids eligi-
ble who have not been served than who are eligible and have been
served: So that's a big gap to begin with.

The level of service, even for the 40 or 50 percent that have been
served, is something of an arbitrary feature arising out of budget
figures. Not surprisingt,, I don't know about Gary, I'll have to il-
lustrate from Maryland.

In the State of Maryland between the highest spending school
system and the lowest spending, there's a $2,000 per pupil spending
gap. I would suggest if you do examine the school systems in most
of the states in the United States, one would discover the gap is
greater, that we do a fairly decent job on that, but relatively speak-
ing.

But think of $2,000, and think of a classroom of 30 kids, and
don't think then of $2,000, but think of $60,000 less behind each
classroom of kids in the poor system in contrast to kids in the
wealthy system.

Not surprisingly again, you find that more poor kids live in poor
school systems than live in rich school systems. So not exactly a
genius observation, but a fact that is not reflected in too many of
our funding formulas.

And so too often it's been too little too late. Just this week on the
front pages of Education Week, one discovers the latest United
States Department of Education evaluation of Chapter 1, and dis-
covers that with kids whom it. reaches, in academic success it
achieves results.

The problem is the shortfall, not so much the product with the
kids that it's reached.

Mr. VISCLOSKY. Thank you.
Mr. KILDEE. Mr. Penny.
Mr. PENNY. We have a trade bill that includes a couple titles

under our jurisdiction. In one we are proposing to use money
primarily for vocational education, some illiteracy programs, and
some money for science technology grants.

The next title would provide grants on a competitive basis to par-
ticular industries who can demonstrate they've been injured by for-
eign trade:

I'm curious about the relative merit of r -yarding competitive
grants to some industries when certainly hundreds of businesses
across America can demonstrate that they have been harmed by
imports in one way or another.
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And curious to know whether your view is that a competitive
grant program for that purpose to help those industries retool, or
retrain, makes sense, or whether we might better take the money
we would spend in those competitive grants to certain industries,
and pump it instead into the first title where it is spent more gen-
erally on vocational education, illiteracy, science, and math, and
technology.

So that any industry anywhere in America can go to our voca-
tional system, to our public school system, and.get the assistance
they need to retrain and regear, and become competitive again.

Mr. HORNBECK. It would be my position that the grants are
better placed both with elementary, secondary, and higher educa-
tion dealing with the fundamental infrastructure of American edu-
cation producing the quality of work force that's generally required
that fits with our most important recommendation to you with re-
spect to trade legislation, as well as your reauthorization activities,
and that is that you focus on strengthening programs and initia-
tives that have worked in a comprehensive way in contrast to pick-
ing off pieces here and there, and spinning them off in new single
shot kinds of ways.

Mr. PENNY. Mr. Chairman, I have no further questions.
Mr. KILDEE. Mr. Richardson.
Mr. RICHARDSON. Thank you, Mr. Chairman.
Mr. Hornbeck, let me commend you for an outstanding presenta-

tion, especially your sensitivity to a deep concern of mine, and
that's minorities. I really want to commend you.

I also want to commend you for directing your attention to im-
proving some educational programs by identifying gaps, overlaps,
and talking about coordination. It seemswhen I asked Dr. Brade-
mas how do you help Hispanics in science and edgineering, he sug-
gested we give them more fellowships.

Well, that's fine, that's obvious, but I think we must develop
some more creative ways to deal with these issues.

For instance, bilingual education programs. I'm a strong support-
er of them, but I know that there are ways we can make them
more responsive, that we can make them more efficient.

You talked e' Alt local school districts having more of a role in
defining who an educational minority is. Let me ask you a question
on bilingual education.

I know Maryland has a substantial bilingual population. What
can be done to improve bilingual education without tearing it apart
the way some of these 2inglish only movements, and other very un-
fortunate groups are trying to do.

Mr. HOANBECK. We have 110 different language groups in Mary-
land, so we do have a broad base. And I think that one factor that
one looks at in the issue of at riskness, is the issue of language.
And what I'm suggesting in the context of guarantees to kids, is an
examination of each individual child's predicament, whether it be
language, or another condition that gives rise to at riskness, and
then insisting in the way we do in other areas that that issue be
met.

We do that with disabled kids. And I think that that's reflective
of the very best of which America can produce. We don't do that
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with at risk kids, including youngsters whose first language is not
English.

We say if we have money, we say if we can find teachers, we say
if, if, if, and if, but we don't say "you must teach that child in the
best means possible to produce the skills to be able to enter the
work force, to deal with being a nurturing family member, to be a
good citizen."

Now, there more than one way to respond to that. And I don't
think that we ought to box ourselves in to any one way. It's the
result I'm looking for. It's the productive high school graduate, it is
the youngster with the skills to go on either to college or into the
job, and the prograMs that are necessary to get us there are the
ones that I think we ought to be guaranteeing as an entitlement
matter.

Mr. RICHARDSON. There have been discussions on rewarding
school districts for improved academic performance, perhaps
through some form of incentives, using grants, or the tax system,
to reward districts that show a marked improvement in test scores,
and competency.

How do you feel about that, and how should that kind- of pro-
gram be structured?

Mr. HORNBECK. Well, I think one example one can look at is the
Wisconsin Children At Risk Statute, in which the kids at risk.are
identified, and goals set, and if the goals are achieved, the school
district is rewarded.

That suggests a couple of things. One is that I would look princi-
pally at the at risk child for those kinds of initiatives. Sometimes
when we talk about school system improvement, we talk about
averages, and you can improve averages in one of two ways. You
can either have the top half of the class driven up more swiftly
than the bottom half, or you can have improvement across-the-
1,-nard, and it needs to be structured in a way in which it encour-
ages dealing with the kids that are having the most difficulty, not
simply rewarding doing a super job with those who are gifted.

Mr. RICHARDSON. Mr. Chairman, I would like to in closing just
hope that you, Chairman Kildee, will assist some of us interested
in bilingual education, the way you have worked on Indian educa-
tion, and work together to develop a positive program. I think the
current bilingual program is positive, but it needs improvement
rather than, as some have urged, termination.

You have been at the forefront of this issue and we want you on
board all the way.

Mr. KILDEE. Be glad to work with you on that, Mr. Richardson. I
look forward to it.

Mr. RICHARDSON. I have no further questions.
Mr. KILDEE. Mr. Hornbeck, we appreciate your testimony here

today, and we hope you can make up those five minutes on the
road to Annapolis now.

Mr. HORNBECK. Thank you very much for all your courtesy.
Mr. KILDEE. Thank you, Mr. Hornbeck.
Mr. Lex D. Walters, President of Piedmont Tech College, Green-

wood, South Carolina.
Dr. Walters, we appreciate your patience here this morning.

We're working through what is ordinarily lunchtime. In the early
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days of the Republic, for some reason, they decided to have Con-
gress start session at noontime too, so our lunches are usually over-
lapping a bit.

You may proceed in any way you wish, Dr. Walters. You may
summarize, and youif you do that, your entire testimony will be
included in the record.

STATEMENT OF LEX D. WALTERS, PRESIDENT, PIEDMONT
TECHNICAL COLLEGE, SOUTH CAROLINA

Dr. WALTERS. Thank you, Mr. Chairman, members of the com-
mittee.

I plan to abbreviate my testimony, and I would request that the
full text of the testimony be made a part of the record.

I am Lex Walters, President of Piedmont Technical College in
Greenwood, South Carolina, and it's really a pleasure for me to
appear before you today on behalf of the Joint Commission on Fed-
eral Relations of the American Association of Community and
Junior Colleges, and the Association of Community College Trust-
ees.

I served not only as a member of the Joint Commission, but also
on the Board of the American Association Community and Junior
Colleges, and I'm Chair Elect of the President's Academy of the
American Association of Community and Junior Colleges.

In coming before you today, you asked that I discuss the role of
education in helping America improve its economic competitive-
ness. You asked specifically for me to address the role of the com-
munity, technical, and junior colleges in enhancing competitive-
ness, how our colleges can be utilized in job training, upgrading,
and retraining, how they can participate in adult literacy pro-
grams, and how our colleges bridge between education, business,
and industry.

In looking at this, I'd like to start with a brief historic context.
In looking at the context of my testimony, you would note that I
referred to a number of different items, including the Marshall
Plan, the work of the Harriman Committee, the Employment Act
of 1946, the Hoover Commission.

I did this to show that in a very critical time in our recent histo-
ry, immediately follcwing World War II, the Congress and I think
our entire nation came together to set some national priorities to
respond very specifically to the need of our people.

The Marshall Plan is a constructive example of how the United
States can regain economic strength, and a competitive edge for
two reasons.

First, it was the result of building a coalition which was in the
spirit of cooperation, compromise, and consensus in America.

Second, it worked because as under the reconstruction plan for
Japan, it was essentially a balanced economic policy that would
focus on both investment and consumption, and it was based on
self-initiatiVe and cooperation.

By the end of the Johnson-Nixon years, the spirit of cooperation,
compromise, and consensus that I've mentioned, that made the
Marshall Plan, the Employment Act, and the Hoover Commission
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successful, it was greatly diminished in America. And our post-
World War II economic strength was certainly ebbing.

Now in the 1980's the Congress and the country seem at last to
be buckling down to the struggle of reversing this trend. This hear-
ing to me is welcome evidence of that fact. Competitiveness is a pri-
mary issue in the mind of every member, of Congress with whom I
speak.

I believe, and I think the community colleges in this country be-
lieve, that we can win the struggle if we'd establish a national com-
munity, employers, government, education, labor, the private
sector, the same spirit of cooperation and teamwork that typified
the Marshall Plan, and the key directions established during the
Truman years:

That spirit has endured at least in part in our country's commit-
ment to universal: access and post-secondary education, community
technical colleges, and Pell Grants, have truly become synonymous.

The community college movement credits President Truman
with providing the impetus that has made two year colleges suc-
cessful to residents of nearly every congressional district during
the last generation.

The universal access to higher education and vision by the
Truman Commission on Higher Education was at that time cer-
tainly a radical goal. And I'd like to quote briefly from that docu-
ment.

"Equal educational opportunity for all persons to the maximum
of their individual abilities, and without regard to economic status,
race, creed, color, sex, national origin, or ancestry, is a major goal
of American democracy. Only an informed, thoughtful, tolerant
people can maintain and develop a free society.

"Equal opportunity for education, does not mean equal or identi-
cal education for all individuals. It means rather that education at
all levels should be available equally to every qualified perion."

Through community college we have emerged in the last decade
as the largest distinct branch of higher education serving ner -.1y 5
million learners in formal credit and degree programs, and nearly
an equal number in non-credit courses. We feel our potential is
markedly under-utilized in meeting the global challenges before us.

Our success and popularity alone suggests that we are ready to
shoulder a larger task if there is a cohesive national strategy to
help us do so.

I'd like to take just a moment or two and talk with you about
some of the initiatives that have taken place in my home state of
South Carolina.

This past year, for example, the state legislature passed new leg-
islation entitled The Employment Revitalization Act. This act
opened up new avenues of cooperation between both secondary and
post-secondary education, and certainly new avenues between post-
secondary education and business and industry.

Also through state supported programs our colleges in South
Carolina can say to business and industry which create new jobs in
our state, yes, we will train people for these new jobs so that on the
day that you have those jobs ready for employees, we will have
people trained and ready to go to work for you.
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Our South Carolina colleges have also put forth a major effort in
addressing the critical adult literacy needs of our state. As an ex-
ample on my campus, we have the coordinating counsel for the
area literacy associations housed there.

We have worked cooperatively with the South Carolina State De-
partment of Adult Education, and our own developmental studies
,programs, so that we can say to our residents, if you can come to
my campus we will prepare you through our literacy adult educa-
tion and technical programs for the kind of jobs that are available
in our area of the state.

To expand further on the role of the technical colleges in South
Carolina, the role they're playing in job development and training
much is being done to support small business. I've heard small
business referred to by each of our speakers today.

For example, on my campus we have a small business center
that works specifically with the small businesses to assist them in
getting off the ground and to counsel with them as they begin their
business enterprise.

I really touched on only a few of the thrusts that are taking
place in my state. There are many other exemplary programs and
two year colleges across this country that are making significant
strides in meeting educational needs so that our citizens can com-
pete more effectively in a rapidly changing job structure.

In most cases, the programs of the type I have just described are
new thrusts that the two year colleges that have been initiated to
respond directly to existing needs in their local communities.

My desire to join you today is to assure the Congress that our
colleges stand ready to shoulder whatever task you find appropri-
ate to our role in this struggle.

I read recently that the Community of Technical and Junior Col-
leges are America's best kept secret. Today we, the two year col-
leges of this country, want to lift this cloak of secrecy. Our colleges
are poised to charge forward to respond to the needs which can be
met through post-secondary education and training.

We certainly do not make this offer lightly. We think it appropri-
ate for two reasons.

First, our economy has been slipping in global competition large-
ly because our skill base no longer exceeds that of our more ad-
vanced competitors.. We simply are not keeping pace with them in
technical education.

Recently, the Southern Regional Education Board released a pub-
lief tion entitled Halfway Home And A Long Way To Go.

I believe this title is descriptive of the road our two year colleges
must travel. The road, however, is continuing to be lengthened by
factors of global competition and technological change, and it is
also being lengthened by loss of funding aid lack of funding at
both the local and the national level.

Seconely, our industryoutside the industry itself, community,
technical, and junior colleges have become the largest source of
well-trained technicians and high technology training.

To give you one example on my campus, working with industry
we have established a high technology ranource center that has at-
tracted new jobs, and a new industrial base to my area of South
Carolina.
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To underscore a point I've already made, if the employment com-
munity and the educational community are going to meet the
global challenge, there must be a national strategy to help us do it.
Resources can be more effectively targeted towards the priorities
dictated by this struggle. And we look to this committee, and to
Congress, for such a policy.

Mr. Chairman, thanks to Congress and the individuals of this
committee. Among others, some of the building blocks of that strat-
egy are not in place. Our Joint Commission regards three initia-
tives which are particularly vital. In fact, the highest priorities of
our Commission for this Congress center on these three programs.

They are, number one, full funding of Pell Grants at a level the
new Higher Education Act provides for fiscal year 1988.

Secondly, extension of the tax code, section 127, employee educa-
tional assistance.

Again, if weare to meet the challenges of global competition, to
me it would seem sheer folly to strip American workers of this in-
centive to pursue training and retraining.

And, third, extension of the new GI Bill as permanent law. As I
understand today, Chairman Montgomery's bill will be introduced
with 180 co-sponsors. We really need this bill approved in Congress.

In addition, the Congress struck other blows for competitiveness
when it wrote Part C, adult training and retraining; Part E, high
technology business and industry partnerships; and Title 3 of the
Carl Perkins Vocational Education Act in the 98th Congress, and
revamped Titles 1, post-secondary programs for non-traditional stu-
dents, and Title 11, partnerships for economic development and
urban community service in the Higher Education Act in the 99th
Congress.

In section 406 Senator Pell has proposed funding Title 3 of the
Perkins Act at $100 million, and we applaud this initiative.

If there were ever a time when funding of these excellent pro-
grams is necessary, I submit to you that that time is now.

In addition, Mr. Chairman, we are submitting for your consider-
ation some suggested language for three ideas.

First, it would provide for replication of models of technical edu-
cation programs designed to improve the quality of education for
America's technically trained work force. The funds would be used
to gather, organize, and disseminate information on innovative pro-
grams designed to enhance skills at institutions of post-secondary
education and secondary schools to develop skills among individ-
uals who are now facing or are likely to face job dislocation, to en-
hance the basic literacy skills, and to involve the business commu-
nity in planning and offering employment opportunities to a
trained work force.

The second idea asks the Secretary to gather, organize, and dis-
seminate information on innovative programs that provide special
child care services for the disadvantaged, special programs for stu-
dents whose families are engaged in migrant and seasonal farm
work, special programs for students from disadvantaged back-
grounds, and provide summer programs for at risk youth from ele-
mentary and secondary schools.

Our third idea would involve small competitive grants that
would function as seed money to promote partnerships between
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education, business, and industry at all levels, partnerF .1ps which
would result in the development of training related to economic
and international competitiveness, to acquisition of equipment, the
exchange of expert:), and the dissemination of information on effec-
tive models.

In summary, Mr. Cheiman, through the kind of cooperation,
compromise, and consensus that created the Marshall Plan, the
Hoover Commission, the Employment Act, our nation and its
people can recapture their competitive edge.

In education there are many successful program already on the
book that enhance our global competitiveness. The federal govern-
ment alone cannot create programs, however, which make America
competitive. The federal, government can help provide the impetus
through policies and strategies that boost individual motivation
and strengthen partnerships among groups to unite around the
common goal of greater competitiveness.

Community colleges as they face the year 2000, when three-
fourths of the new entrance in the work force will be minorities,
women, and immigrants, community colleges look to the year 2000
as Secretary Brock said, there will be a job for every qualified
person in America.

The question in my mind is will we have the work force we need.
The thorny problems of at risk populations, dropouts, literacy, teen
pregnancy, and drugs in our society, seem to continue to propel us
toward a negative answer.

We believe a positive answer can be found in the policy Congress
may propound to tie opportunities in technical education to the
skills demanded of the global economic challenge.

Community colleges help through the opportunity, motivation,
and hope found in our programs. We can do more through a na-
tional strategy that recognizes our potential to sharpen and expand
technical education.

Mr. Chairman, with that statement, I would like to conclude my
testimony. I would like to ask that you add for the record an arti-
cle from the State University of New York News entitled Skill
Shortage and Ways to Remedy It.

I do appreciate the opportunity to present these ideas to you, and
I'd be pleased to respond to any questions that you, Mr. Chairman,
or any member of this committee, might have.

[Prepared statement of Dr. Lex Walters fGllowsl
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PREPARED STATEMENT OF Lsx D. WALTERS, PRESIDENT, PIEDMONT TECHNICAL COLLEGE,
SOUTH CAROLINA

Mr. Chairman and Members of the Committee:

My name is Lex Walters. I am President of Piedmont Technical College in

Greenwood, South Carolina. It is a pleasure to be here today speaking to you

on behalf of the Joint Commission on Federal Relations of the American Association

of Community and Junior Colleges and the Association of Community College

Trustees. I serve not only on the Joint Commission but also on the Board

of Directors of the AACJC and as Chair-elect of AACJC's Presidents Academy.

You invited me here today to discuss the role of education in helping America

improve its economic competitiveness. Specifically, you asked me to address the

role of the 'tommunity, technical and junior colleges In enhancing

competitiveness; how our colleges can be utilized In Job training, upgrading and

retraining; how they can participate in adult literacy programs and '," A our

colleges' bridge between education and business and industry. Let me begin with

an historic context.

When the Second World War was over, the euphoria that accompanied its end

had been replaced by an unsettled peace. Europe was in economic chaos.

Commerce between cities and the agricultural areas had deteriorated badly.

There ryas serious doubt that Western Europe had the manufacturing

capability, the foreign exchange or the social will to repair the war's devastation.

There was a sense of imminent collapse. And there was the specter of Russian

communism and Stalin.
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In the United States, a plan for action was crystalizing. Th.: Secretnry of

State went to Harvatd to give a commencement speech on June 5, 1947. George

Marshall wore a plain dvilian auk and spoke with modest language, but his rnessal e

had profound implications. To quote:

The remedy lies In breaking the vicious rirek and restoring the
confidence of the European people in the economic fixture of their own
countries and of Europe as a whole...It es Wad that the United Stases
should do whatever It Is Ole to do to assist In the return of normal
economic health in the world, without whkh there can be no political
stability and no assured peace.

The emphasis of the Marshall Plan was on self - initiative and cooperative
arrangements between governments and other entities. Marshall's speech

reflected an obvious but vital understanding of human motivation. Incidentally,

it seems more than mere coincidence to us that 1,947 was the same year that
President Truman's Commission on Higher Education made its report urging
the proliferation of "community colleges" to make postsecondary educaticn

accessible to all Americans.

On June 22; 1947, the Harriman Committee was ..,:tablished by President
Truman. The Harriman Committee was an import step in building the

coalition that would be criteal to the development of tae Marshall Pian, to the
passage of the enabling legislation on April 3, 1948, anc to the revitalizatiGn of

the Western European economy.

The Marshall Plan is a constructive example of how the United States tan regain

economic strength and a competitive edge for two reasons. First, i was the

resu,t of building a coalition which was I.. a spirit of cooperation, con:prowl:A
and consensus in America. Second, it worked because, as in the reconstruction
plan for Japan, it was essentially a balanced economic policy that focused on both

investment and consumption and it was based on self-initiative and cooperation
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In addition to the Marshall Plan, two other public policies offcr constructive
examples of .rhy America was strong in the immediate postwar era. The first
was the Employment Act of 1946. It was based upon another simple but very
powerful idea: jobs for all those willing to work, based on government economic

policies to increase production and purchasing power. That idea caught the public

interest and led to a postwar boom based primarily on automobile sales and housing

expansion. Consumption led to jobs, which led to a rise in the standard of
living, which, in turn, made more consumption possible. The result was a
continuous upward cycle of economic expansion of jobs and consumption.

There was, however, a flaw in the Employment Act of 1946. Because of the
circumstances of the times, the Act did not create a balanced economic policy.
Productivity was not monitored. Policymakers did not keep a long-term watch
on the supply side of the economic equation. Further, investment was not linked
to job creation and full employment.

The second policy started with the Hoover Commission. The first Hor
Commission helped establish the President as manager of the exec....:?e
branch. Work of the Hoover Commission resulted in the Reorganization Act
of 1949 which President Truman used to strengthen the Presidency. He
established an unbroken line of responsibility from the President to his
department heads.

Thus, enterirg the 1950's, America had a strong bipartisan foreign policy, a
domestic economic policy, and a sound framework of government. At that time
we were the world leaders In trade, energy and productivity.

By the end of the Johnson - Nixon years, the spirit of cooperation, compromise

and consensus that had made the Marshall Plan, the Employment Act and the
Hoover Commission successful was greatly diminished in America. Our post
World War II economic strength was ebbing.
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Now, In the mid-1930's the congress and the country seem at last to be
buckling down to the struggle of reversing this trend. This hearing Is welcome

evidence of that fact.Competitiveness Is a primary issue In the mind of every
Member of Congress I talk to.

I believe, and I think the community colleges believe that we can win the stru gle

if we establish as a national community employers, government, educat on,

labor, the private sector the same spirit of cooperation and teamwork hat
typified the Marshall Plan and the key directions established during the Truir an

years:

That spirit has endured at least in Part in our country's commitment to
universal access in postsecondary education. Community / technical colleges and

Pell Grants have become synonymous. The community college movement aunts

President Truman with providing the impetus that has made two-year colleges
accessible to residents of nearly every Congressional district during the last
generation.

The universal access to higher education envisioned In 1947 by the Truman
Commission on Higher Education was, at that time, a radical goal. To quote
from this important document:

Equal educational opportunity for all persons to the maximum of their
individual abilities and without regard to economic stattr, race, creed,
color, sex, national origin, or ancestry is a major goal of American
democracy. 09 an informed, *thoughtful, tolerant peopk can
maintain rad develop a free society. Equal opportunity for education
does not mean equal or Identical education for di indhiduals. It means,
rather, that education at all levels shall be available equally to every
qualified person.,..The Commission does not subscribe to the belief that
higher education should be confined to an Intellectual elite, much less
rt small elite r raven largely from families in the higher income brackets,
nor does it believe that a broadening of opportunity means a dilution
of standards either of admission or of scholarly attainment in college

cienger is not that individuals may have too much education.
It is rather that It may I' either the wrong kind for the particular
Individuals or education militated by- inadequate. purposes.
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Though community colleges have emerged in the last decade as the largest distinct

branch of higher education, serving nearly five million learners in formal credit
and degree programs and a number nearly equally as large in non-credit courses,
we fed our potential is markedly under-utilized in meeting the global
challenge. Our success and popularity alone suggest that we are ready to shoulder
larger tasks, if there is a cohesive national strategy to help us do so.

Allow me to share with you some of the efforts that are taking place in my home

state of South Carolina by our two-year technical college system. A major
effort has taken place in the last two years to develop partnerships between both
units of education and between education and the private sector. This past year,
new state legislation, entitled- "The Employment Revitalization Act," opened
up new avenues of cooperation both between secondary and postsecondary
education and between postsecondary education and business aid industry.

The SoPth Carolina two-year colleges have also expanded their roles in job
training, upgrading and retraining. The Stare Board for Technical and
Comprehensive Education, which is the governing board for two-year colleges
in South Carolina, was given the responsibility through the Employment
Revitalization Act to administer the Job Training Partnership Act monies in South

Carolina. Each of the technical colleges is expanding its role to utilize effectively
available JTPA funds for an effective response to the needs of our citizens who
qualify for this assistance.

Additionally, through state supported programs, our colleges can say to a
business or industry which is creating new jobs "yes, we will train people for
the new jobs you are creating so that on the day you are ready for employees
to enter this building we will have people trained and ready to go to work." The
only :Imitation to the program is adequacy of state and federal support.

The South Carolina technical colleges, in cooperation with the South Carolina
State Department of Education and the Literary Associations, have put forth a
major effort to address the critical adult Wert :y needs of our st 01. For example,
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on my campus, we house the coordbrath* council for the area literacy associations.

Additionally, through a cooperative effort with the South Carolina State
Department of Adult Education and my college's own developmental studies
programs, we can say to residents of our service area that any adult can upt rade

skills and prepare for the new kinds of jobs that are being created throughout

our state. Support for adult literacy programs is critical to our nation. In the

area my college serves, using 8th grade competency achievement as the minimum
educational level necessary to perform in a work environment, there are
counties where as many as 40% of their citizens fall below this minimum literacy

level. It is difficult for these individuals to function :u today's society. More
must be done to help these people.

To expand further on the role the technical colleges in South Carolina are playing

in job development and training, much is being done to support small business

and entrepreneurial efforti. For example, on my college campus and at many

of the technical colleges across South Carolina, a small business center has been

established to offer special training programs which respond specifically to the
needs of the small businesses. For example, located at my institution is a Small
Business.Administration SCORE (Service Cone of Retired Executives) Office. A

SCORE volunteer sits down with any individual considering a business venture
and advises this person on possibilities as well as dangers relating to this
business. Additionally, this chapter, in concert with the Small Business Center,
counsels businesses already in operation to minimize business risks and failure.

I have only touched on a few of the thrusts that are taking place in my
state. There are many other exemplary programs in two-year
colleges across this country that are making significant strides in meeting
educational needs so that our citizens can compete more effectively in a rapidly

changing Job structure. In most cases, the programs of the type I have just
described are new thrusts that the two-year colleges have initiated to respond
directly to existing needs in their local communities. These efforts are greatly
limited by the availability of funding support both at the local and national level3.
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My desire to join this panel today is to assure the Congress that our
colleges stand ready to shoulder whatever tasks you find appropriate to our role

in this struggle. I read recently that the Community, Technical, and Junior
Colleges are America's best kept secret. Today, we want to lift the cloak of
secrecy.Our two-year colleges are poised to charge forward to re. and to the needs

which can be met through postsecondary education and training.

Certainly we do not make this offer lightly. We think it appropriate for two

reasons:

First, our economy has been slipping in global competition largely because our

skill base no longer exceeds that of our more advanced competitors. We simply

are not keeping pace with them in technical education. Recently the Southern
Regional Education Board released a publication entitled Half Way Home and
a long way to go. This title is descriptive of the road our two year colleges must

travel. The road, however, is continually being lengthened by the factors of
global competition and technological change.

Second, outside industry itself, community, technical and junior colleges have

become the country's largest source of well-trained technicians and high-technology

training.

This underscores a point I have already made: if the employment community

and the educational community are going to meet the global challenge, there must

be a roolonal strategy to help us do it. Resources can be more effectively targeted

toward the priorities dictated by this struggle. And we look to this Committee
and the Congress for such policy.

Mr. Chairman, thanks to Congress and the vision of this Committee, among
others, some of the building blocks of that strategy already are in place. Our

Joint Commission regards three initiatives which are particularly vital. In fact,

the highest priorities of our Commission for this Congas center on these three

programs. Our priorities are:
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1. Full funding of the Pell Grants at the level the new Higher Education Act

provides for FY' i.e., a cost allowance and maximum grant of $2,500

each. As global competition and changing technology heighten tht skill

demand of employment, postsecondary access to postsecondary training

increasingly becomes the foundation of the American dream. We
cannot thank this Committee enough or your viglJ'nt support of universal

access and Pell Grants.

2. Extension of Tax Code Section 127 (Employee EducationalAssistance) as

permanent law. Again, if we are to meet the challenges of global

compelilion, it would be sheer folly to strip working Americansof this

incentive to pursue training and re-training.

3. Extension of the New GI Bill as permanent law. We understand hat
Chairman Montgomery's bill will be introduced today, with 180

cosponsors. The New GI Bill is raising the general quality of military

enlistees and enhancing the national skill base, while it reduces the costly

competition among industry, education and the military for a declh ing

flow of high school graduates.

In addition, the Congress struck other blows for competitiveness when it

wrote Part C, Adult Training and Retraining,and Part E, High Technology

Business-Industry Partnerships, in Title III of the Carl Perkins Vocational

Education Act in the 98th Congress and the revamped Titles I, Postsecondary

Programs for Nontraditional Students, and Title XI, Partnership for Economic

Development and Urban Community Service in the Higher Education Act in he

99th Congren. In Section 406, Senator Pell has proposed funding Title HI of

the Perkins Act at $100 million and we applaud this initiative. If ever there

were a time when funding of these excellent programs is necessary, it is now.
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In addition, Mr. Chairman, we are submitting for your consideration some
suggested language for three small ideas. The first would provide for replication
models of technical education programs designed 'to improve the quality of
education for America's technically trained work force. The funds would b r used
to gather, organize and disseminate im'armation on innovative programs de igned

to enhance skills; at institutions of postsecondary education and secondary schools,

to develop skills among individuals who are now facing or are likely to face job
dislocation; to enhance bask literacy skills; and to involve the business community

in planning and offering employment opportunities to the trained work force.

The second idea asks the Secretary to gather, organize and disseminate
information on innovative programs that provide special child care services for
the disadvantaged; special programs for students whose families are engaged
in migrant and seasonal farm work; spc 1 programs for students from
disadvantaged backgrounds; and provide summer programs for at risk youth from
elementary and secondary schools.

Our third idea would involve small competitive grants which would function
as seed money to promote partnerships between education, business and
government at all levels partnerships which would result in the development
of training programs related to economic and international competitiveness, the
acquisition of equipment, the exchange of experts,, and the dissemination of
information on effective models.

In summary, Mr. Chairman, through the kind of cooperation, compromise and
consensus that crested the Marshall Plan, the Hoover Commission and the
Employment Act, tar nation and its people can recapture their competitive
edge. In education, there are many successful programs already on the books
that enhance our global competitiveness. The federal government alone cannot
create programs, however, which will make America competitive. However, the
federal government can help provide the impetus, through policies and strategies

that boost individual motivation and strengthen partnerships among disparate
groups who unite around the common goal of greater competitiveness.
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Community colleges look to the year 2000 when three-fourths of the nzw
entrants in the work force will be minorities, women and immigrants.

Community colleges look to the year 2000 when, as Secretary Brock says, "There

will be a job for every qualified person in America..." Will we have the work
force we need? The thorny problems of at risk populations, dropouts, illiteracy,

teen pregnancy and drugs in our society seem to continue to propel us toward

a negel:ve answer.

We believe a positive answer re ...a found in the policy Congress may propound

to tie opportImities in technical education to the skilled demands of the global

economic .aallenge. Community colleges help through the opportunity,
motivation and hope found in our programs. We can do more through a

national strategy that recognizes our potential to sharpen and expand technical

education.

In closing, Mr. Chairman, we might add that we have come up with a

summary of seven ideas anti concepts by which we believe the community college

potential could be used to gnmter advantage in tackling the global challenge. They

are:

1. Develop programs aimed at guaranteeing that the nation's technical
education infrastructure can provide the education and training
necessary to make the American skill base the most competitive in the

world.

2. Develop federally funded programs that insure comprehensive training

and retraining for the nation's dislocated workers.

3. Insure timely transfer to both technical education programs and industry

of the new technology and knowledge emerging from federally sponsgred

research.

4. Establish a facilities and equipment modernization emphasis in all federal

agency programs responsible for technical education and work force

training.
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S. Develop federal programs aimed at reducing the pool of functionally
illiterate by 50% by the year 2000, thus freeing the technical
education and work force training infrastructure of the pressing
demands for remediation.

6. Develop federally funded programs aimed at reducing the high school
dropout rate by 50% b-: the year 2000.

7. Make unemployment compensation recipients automatically eligible for
training in each of the 50 states and overhaul the U.S. Employment
Service to help it link more effectively to education and training
institutions and employer needs.

Mr Chairman and members of the Committee, I am honored to have the
opportunity to share these thoughts with you. As I close, I recall what Thomas
Jefferson said: "If a nation expects to be ignorant and free, it expects what never
was and never shall be."

In meeting our nation's educational needs, we may be half way home, but, as
you know, we have a long way to go. With your continued leadership and
support, America's 1200+ community, technical and juniorcollegesain become
a vehicle through whith thin country's citizens can meet the challenges of global
competition.
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Mr. KILDEE. Thank you very much, Dr. Walters, for your very
clear testimony.

I have some questions. I'm from Flint, Michigan. We have prob-
lems that are probably different, but the whole country is in the
same situation in a sense with respect to competitiveness, although
it is different perhaps in South Carolina.

A couple years ago with encouragement of myself and some
other people, we put together in Flint, Michigan in Genessee
County, a consortium of educational institutions, the Un tersity of
Michigan, a Mott community college, which is a two year institu-
tion, the local school board, the Flint Board of Education, and the
Genessee Intermediate School District, and they provided services
to Buick specifically to train and retrain workers. And that was
not just technical training. We found out that many needed some
of the basic skills in order to implement the new technology, and
understand the manuals that were needed in that new technology.

Mr. JEFFORDS. Excuse me, Mr. Chairman. If you'll yield to me for
just a moment.

I deeply apologize but the Chairman has started a special order
on theHouse floor, in which I'm supposed to participate, relative to
the very subjects we're talking about.

An excellent statement. I really appreciate your being here, and
I'm deeply sorry that I have to leave at this time. Thank you.

Mr. KILDEE. Thank you, Mr. Jeffords. I'm part of that too, but I'll
have mine dropped in, but say some good words for me.

I think my testimony will be handed in over there on the floor.
Would you take care of that, Susan.

How common is such a consortium where the various education-
al agencies do come together to provide a service for the private
sector as was the case there in Flint? Now, this was a large corpo-
ration, General Motors, one of the largest corporations in the
world, but how common is this consortium concept, or this coopera-
tion, between educational institutions, and what can the federal
government do in its policies and its laws to try to encourage such
cooperation?

Dr. WALTERS. Thank you, Mr. Chairman, for that question. I am
very familiar with much of the work that takes place in your state,
and that I had a rather unique opportunity about two years ago to
comand spend a day with the President of your two year colleges
talking about a number of things that we were doing in South
Carolina, and I understand that they have drawn some of the plans
and programs from the information that I presented.

But I think the cooperation of which you speak is the way we in
the two year colleges are beginning to broaden our educational
base. Certainly we cannot meet all of the needs within the two
year colleges; business, and industry cannot meet all the needs
themselves, and I think the way that we can best capitalize on the
resources, and the capabilities that we have, the resources, the ca-
pabilities, the senior institutions have, as well as those of business
and industry, is by coming together in a consortium approach to
work together to assess and then plan and deliver educational pro-
p ams to respond directly to those needs.
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I mentioned- earlier in the testimony the new legislation present-
ed in South Carolina this past year. That legislation encouraged on
a state level this cooperation about which you are speaking.

I would hope that through some of the federal sources of funding,
incentive monies could be made available to encourage this kind of
a cooperation.

I think more of the incentive monies that could be available, the
more interest you would see in this cooperative spirit.

Mr. KILDEE. I appreciate that, because I think that the experi-
ence we had in Flint was very positive. We were able to take care
of the needs of the employer and the employees to a good extent
through this retraining and education. And each institution had its
specific skills, and talents, and expertise, and the combined four
were really able to take care of the needs, as I say, of the employer
and the employees.

So we will look for ways. We put some of that into the legislation
drafted last year, which did not see total passage. It passed in the
House, and we'll try to do that again in this year's legislation to
encourage such cooperation. We may be in contact with you specifi-
cally again for some ideas on that..

Dr. WALTERS. I would greatly appreciate that, and if I could add
one other item.

We in the two year colleges certainly appreciate the support
from Congress. We have been frustrated at times in that legislation
has been introduced to respond very specifically to needs that we
have; yet the funding has not backed that legislation.

And we hope that as you look at the utilization of funding this
next year that you will look at the two year college specifically be-
cause we think we can provide the best return for the educational
investment possible for your federal dollars.

Mr. KILDEE. The greatest congressional sin is great authoriza-
tions and stingy appropriations. We try to do penance for our sins,
but that is a constant si- We are guilty of recidivism on that.

In Flint we did have General Motors as the company who needed
that retraining for its workers, and really education for many of its
workers.

How can we better help since most of the jobs will be new jobs,
and will be provided by small business? How can we better relate
to small business? How can we, for example, fuse the training
needs of a business with the educational resources in a community?
How can we work closely with the JTPA, for example, to help
small businesses train and retrain workers?

I know in Flint right now that while we want to keep General
Motors healthy, the new jobs are pretty well going to be in small
business. We are searching for ways, not only in Flint, but through-
out the country to assist those small businesses.

If you can enlighten us, I'm sure you have a number of small
businesses in your area that you serve.

Dr. WALTERS. We certainly do.
I think the thing that bothers me most, Mr. Chairman, is that we

have no unified national policy on training. And we have many dif-
ferent thrusts. The Job Training Partnership Act that you have
mentioned is certainly a major thrust.
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But we have no unified focus, and I would like to see from a- per-
sonal standpoint a national task force appointed to look at all of
the programs that are in place, and how those programs can best
be coordinated and utilized to meet the needs of the people in this
country.

When we look at the employees that are now working, three-
fourths of those that will be in the jobs in the year 2000 are al-
ready employed. Many of those people- need to be trained. They
need to be retrained in order to respond to the changing technology
of the jobs that they have.

In the little community where I live we lost a plant that had
1,200 jobs associated with it. Many of those people had been there
for years, and they were not prepared for any other kinds of work,
and we in our small way tried to respond to. the needs of those
people.

But I would hope through a coordinated effort on a national
basis that we could look at possibly restructuring some. of.the funds
that are available, look at some of the duplication that might exist
between programs, to respond very specifically to those needs.

And this legislation that I mentioned in South Carolina this past
year, the responsibility for Job Training Partnership Act funds
were given to the State Board for Technical and Comprehensive
Education, which is the governing board for two year colleges in
our state.

At my institution I have the primary training responsibility for
about one-seventh of the land mass of the state for the federally
supported Job Training Partnership Act programs. We are looking
at how we can most effectively utilize those dollars to respond to
the critical needs that we have in a rural portion of our state.

One of the counties in which I serve, 40 percent of the residents
of that county are termed illiterate by national standards. So we
have tremendous needs, and we are looking for ways through pro-
grams like the Job Training Partnership Act, through other areas,
to meet the needs of these people.

Mr. KILDEE. In your institution, how do you relate to your local
or your regional economic development agency? Very often that
agency is assigned the responsibility to keep existing businesses
flourishing, to bring new businesses in.

How do you work with that group so you can tell the businesses
what you can provide for them?

Dr. WALTERS. We consider ourselves very much a part of that
group.

For example, in the area of the state my college serves, we have
seven counties. Within those counties we have some ten economic
development groups, a number of Chambers of Commerce, leader-
ship within county governments that has specific responsibilities
for economic development.

My institution serves as a catalyst to bring those people together,
to facilitate regional economic development.

We have seen in at least our part of the country that no longer
can a small community effectively compete for a large number of
new jobs, and that all across this nation we have so many commu-
nities competing, and most of the communities are now offering the

94



89

same kind of incentives to get a company to locate there to expandthere.
One of the things that we are doing at my college is to look at

things on a regicnal basis. For example, the one county in which I
reside may not meet the demographic parameters that an employer
might be looking at, but yet we can tie in one or or three of
the other counties, all of the information together, and perhaps we
can attract a new industry that would bring new jobs.

I feel very good about that point at this point in time, and that
we have had four major plant announcements within the last sbr
months in the area of my college, and much of it has to do with
this cooperative effort that I just referred to.

Mr. KILDEE. Mr. Visclosky.
Mr. VISCLOSKY. Mr. Chairman, thank you very much.
Dr. Walters, the question I have is specific to an individual. If a

person graduates from high school, has that diploma, has graduat-
ed in the top third of their class, and applies for admission, but
whose combined SAT scores are under 600, or who cannot function-
ally communicate in a written form, if that person applies to a
community college today in your area, what happens to that
person, and under examining our trade legislation, what should
happen to that person?

Dr. WALTERS. I appreciate that question because I think that is to
the heart of admission to a two year college.

And it's often misunderstood in that each of the programs that
Piedmont Technical College, my institution offers, has minimum
standards of entrance into the different programs of study that we
have, and some of those programs of study have entrance require-
ments that are fairly high.

But yet if an individual comes to us and says I am interested in
enrolling in electronics engineering technology, and we know for a
person to be successful in that field they must have a good back-
ground in mathematics.

We can look at the background of the individual coming to us
through an assessment procedure. We can say to that individual
this is where you are, these are the competencies that you have,
and the basic skills. Now these are the competencies that you need
to be successful in this program of electronics engineering technolo-
83%

Now, this is where you are, this is where you need to be, and this
is what you must do to yet from where you are to where you need
to be.

And we do that through our developmental studies programs.
For example, this past year one half of the students that came to

my institution.did not have the basic skills to be successful, and we
enrolled all of those students in the program we called developmen-
tal education.

Mr. VISCLOSKY. sorry. What was that figure again?
Dr. WALTERS. Developmental education.
Mr. VISCLOSKY. No, what was the figure as far as how many ap-

plied?
Dr. WALTERS. One half of Cie students enrolling at Piedmont

Technical College this past year enrolled in the remedial under-de-
velopmental education programs.
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Mr. VISCLOSKY. My follow-up question is what about your high
school system, but I'll withdraw that question.

Dr. WALTERS. Well, I would like to comment on that if you would
allow me.

Mr. VISCLOSKY. I'd appreciate it if you would.
Dr. WALTERS. In South Carolina the legislation was enacted year

before last to put an additional sales tax on dedicated specifically
to secondary education. You must keep in mind that we have a
long history of short funding for public education in our state. But
I think in just the last few years, and certainly within the last two
years, we've made majorlitrides.

Secretary Bell, for example, when he was in office, pointed to the
South Carolina support for our aecondary education as one of the
three most innovative and forward-looking in the nation.

It's too early to look at the impact of that, but I feel very com-
fortable two years, three years, perhaps as many as five years on
down the road. We'll see much benefit from that.

The problem that we have in the two veer college is that only
about one fourth of the students coming to the two year college
come directly from high school. The three-fourths of those have
worked out two, three, four, five, some 20 or 80 years, and I don't
know about you, but in my case if I had to go back and show my
skills in algebra and trigonometry, I would probably enroll in the
developmental education to brush up on those skills.

And we find that especially true when we havefor example, a
female head of household that has been out of the job markets for
years whose kids are now grown, wanting to come back and get
skills to get back into the job market.

Those are the people that largely are enrolling in the develop-
mental education programs to brush up on those basic skills so
they can be successful in the technology and advanced programs
and courses that we have.

Mr. VISCLOSKY. Is there a specific part of federal funds, and
excuse my ignorance, but I am new to the committee and trying to
educate myself, that you draw from at the federal level for your
development program'?

Dr. WAvizss. Unfortunately, we do not draw federal monies for
that program. We do receive some monies through our State De-
partment of Education, for what we term adult education, our
GED, completion programs, but the developmental education pro-
grams that we e -e offering within our state are funded through
state sources.

Mr. VISCLOSKY. I guess the last question I would have, each of us
have a parochial interest would bring to the committee, and Mr.
Richardson in this instance talked about bilingual education under
a particular problem in Gary. We share many things in common
with the- Chairman.

Have we tried to be too specific and too categorical in some of
our educational legislation as opposed to making sure that we pay
attention to the funding, and make sure that we have a broad
scope to take care of the general population, as well as some specif-
ic problems that come to mind?

Dr. WALTERS. I think this could very well be the case. I can un-
derstand why the legislation is very specific, because many of the
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regions of the country have very specific needs, but I know in thecase of the institution that I represent, a broader base of fundingthat would allow us to be more effective in responding to some ofthe needs that we have, especially when we have plant closings, wehave a tremendous change in the job structure, we need as muchflexibility as we can get to respond specifically to the needs ofthose people we serve.
Mr. VISCLOSKY. Doctor, thank you very much.
Dr. WAvrras. Thank you.
Mr. KILDEE. Doctor, you said that 50 percent of your graduatesrequired remediation.
Dr. WALTERS. Fifty percent of those students enrolling.
Mr. KILDEE. Enrolling.
Dr. WALTERS. For the first time, would need some remediation.Mr. Ku.nEE. Now, is that unique to your institution, or is thatfairly common in two year institutions?
Dr. WALTERS. It would be fairly common across the country, andI think much of this goes hack to the standards that I mentionedthat we have set, and specifically in my institution we go for aperson to be successful in a program like a program for associate

degree nursing, or registered nursing.
That takes a person with very good basic skills, and each year weare only able to take about one in ten that apply for those pro-grams.
Many of the people that are applying are the people of the type Ireferred to earlier that have been out of school a number of yearsand are wanting to get back into the educational arena. And it'snot that these people don't have the capability: It's just that theydon't have the competency and the basic skills
And we have found that we can bring a person into our develop-mental programs, and in a very short time move them very quicklythrough several grade levels, or move them very -quickly up to theminimum entry level to our programs of study.
Mr. KILDEE. How, long has South Carolina now had mandatoryschool attendance? They were lagging behind the rest of the nationwith it, for awhile.
Dr. WALTERS. Well, they were for a while, but I'm pleased toreport that in the- legislation that was passed two years ago, notonly does South: Carolina have a mandatory attendance rule verystrictly written into that law, they extended the day for thenumber of hours-a .day the student attend classes. They extendedthe number of days in the year the students go to school.
We've seen significant gainsin our state in terms of the numberof students that are at school on a regular basis. We've seen signifi-cant gains in the SAT scores, and I feel that South Carolina ismoving certainly in the right direction, and I would hope thatwhen you reflect back on some of the successes that we've seen inthe last couple of years, perhaps five years on .down the road, thatyou'll see South Carolina move on up from perhaps the lower quar-tile in many of the educational statistics, somewhere in the upperquartile.
Mr. KILDEE. When this change took place in South Carolina, andI'm very encouraged by it, was that done not only just for socially
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good grounds, and morally good grounds, but economic grounds
also?

Dr. WALTERS. Very much economic grounds as well because there
was a strong feeling in our state if we were going to competefirst
of all, we had to do something for the people that would be work-
ing within those new jobs that would be created.

I work very closely as a Chairman of an area Economic Develop-
ment Committee with many new industries that are looking at our
state, many industries that are already there that are considering
expanding within the state, and nothing turns a new industry
that's looking in the area off more quickly than to go into an area
and not get their positive comments concerning the quality of the
education in that area.

So the leadership of our state, and certainly our Governor, felt
that we had to do something to address the educational needs in
South Carolina at the most basic level, as well as the post-second-
ary level.

Mr. KILDEE. Let me ask you this on that point. If a mid-sized
business, or a small business, is thinking of locating in a small
town in your area, is it not true that they not only want good edu-
cation and training for their workers, but for the most part they're
going to be sending management people in there who want good
education for themselves and their children.

Is that a factor when a business locates? Management people
coming in want to make sure their children can go to a good K-12
school system, and that there's some good higher education in the
area? Is that a factor in their location?

Dr. WALTERS. It's an extreme factor. In fact, on that one point, if
the manager's wife happens to come with him, the best way that I
can impact the manager is to have my wife join me and talk with
the spouse of the manager concerning the quality of the school
system, the quality of life in the area.

Mr. KILDEE. That is a factor, then isn't it, not just for the work-
ers but for the owners and managers' immediate needs?

Dr. WALTERS. Oh; very much, because the head of a company
does not want to move into an area where the schools are not con-
sidered quality because certainly he wants a quality education for
his kids.

Mr. IcnnEE. One summary question here.
I've always said, and it's not unique with me, but I've said that

education is a local function, a state responsibility and also a very,
very important Federal concern. And I think that tripod is very im-
portantthe function, the responsibility and the concern.

In summary, could you tell us how, along with dollars, how can
the Federal government better exercise and demonstrate its con-
cern for education throughout the country? I ask that because we
certainly have national purposes in education. Right now in the
trade situation, that's certainly a national purpose in that we have
to gear up for this competition.

How better can we demonstrate and exercise that Federal con-
cern for education?

Dr. WALTERS. I would go back to the comment that I made earli-
er in that I really feel that we need a national task force, a nation-
al commission, to look at the broad sector of needs of oil- citizenry
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grams can be more effective in funding the needs of our people,
look at some of the incentive funds that might be available to dis-
seminate information on research that ia available that might
impact the quality-of our educational programs, look at other ways
that we can provide a catalyst for cooperation between both the
public sector and the private sector of the type, Mr. Chairman; that
you described in your home State.

I think many things are being done by single institutions or per-
haps, as you described, groups of institutions, but I think much
more of that kind, of thing needs to-be done. And if there is seed
money available, if there is money available to provide the impetus
in this clirection,,I think it would help.

Mr. KILDEE. Now, I wonder-on that point, how. often or how
much.does our Department of Commerce,,the Department of Labor,
our Department of Education., our Department of HHS, how much
do they actually, communicate with each other when it comes to
this country having a well trained work force to make sure the
commerce of this country is really alive and vibrant. I'm not sure
we communicate that much among ourselves. We can become com-
partmentalized in this, also.

Dr. WALTERS. Well, that certainly is the case and too often the
right hand does not know what the left hand io doing, and that's
one of the reasons I feel so good about what is happening in my
state, both in the new legislation that I've mentioned at the second-
ary level, and also the legislation that I've mentioned, the employ-
ment revitalization act this past year. Because, prior to that legis-
lation, the leadership of our state which is made up of the post-sec-
ondary institutions as well as the secondary institutions, business
and industry, spent many hours looking at where we have areas of
overlap, where we have duplication, how can we in a state where
we have limited resources and certainly not the wealth of many of
the other states in this nation, how can we use those limited re-
sources to maximum advantage to serve the people of our state.

And as I stated, we may be halfway there, but we certainly have
a long ways to go. But I do feel that we have started in the right
direction, and I would hope through a national policy of employ-
ment and training, we could, look at all of these different programs,
how they could interrelate, how they could be tied together, how
any overlapping areas might be minimized so that we can put the
maximum impact of those dollars to the benefit of the people that
need them most.

Mr. KILDEE. You spoke of the left hand not knowing what the
right hand is doing. I think a frightening example of that on the
Federal level is that one department of the Federal government
speaks of the reindustrialization of America and at the same time
the budget for another department is being cut 28 percent for edu-
cation, including zeroing out vocational education.

I don't know how he can reindustrialize a nation when you zero
ont vocational education.

Dr. WALTERS. No, you really can't. And another misconception is
that the two-year colleges in this country are only for those stu-
dents that can't get into the four year colleges and those students
that are not qualified to go into the upper level programs.
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At my institution. I have associate degree level programs in
which half of those students enrolling already have either a two-
year or a four-year degree from another institution. They're
coming back to my institution to get the technical skills so that
they can work within the jobs that exist in the area of South Caro-
lina that we serve.

Mr. Kr-DEE It seems that the two-year schools are always on the
very dynamic cutting edge and are probably going through con-
stant metamorphosis, aren't they? They're more flexible perhaps
than many other institutions?

Dr. WALTERS. They certainly are. And I think the two year col-
lege reflects the community from which it comes. And as the em-
ployment needs change, as technology impacts jobs, I think the
two-year colleges stand to more quickly respond to those changing
job needs than any other unit of education.

I certainly think that's going to be the case over the next ten to
20 years, as we see the changing job structure impact so many of
the jobs, certainly in your state as well as mine, Mr. Chairman. We
have a tremendous challenge ahead to retrain, to update our
people so that they can work effectively within the jobs that we
have in our state.

Mr. KILDEE. Peter, did you have any additional questions?
Mr. VISCLOSKY. Mr. Chairman, just a few.
I must tell you that the statistic of one of two, even granting you

a quarter of those people just coming in have recently graduated
from high school has taken my breath away. And I've continued to
listen to some of your comments as well as the previous two wit-
nesses.

Do you believe that at a college, it is your role fundamentally to
sponsor this type of developmental programming at a fundamental
level? You've assumed that responsibility and it appears that you
are meeting it well. But do you think that's your role as a college?

Dr. WALTERS. Absolutely. And I say that for the adult, let's say
the 35-year old that lost their job with an industrial plant there be-
cause of the change in technology. That person may be a high
school graduate but graduated a number of years ago.

Might I question, where will that person turn? The two-year col-
lege is about the only option that person truly has. To meet the
entrance criteria at a senior college or university would probably
be very difficult. But that individual can come to us as an open-
door institution. We will assist that individual in the basic skills.
We will help that individual achieve the entrance skills so that
that person can then go into the program of study where they can
be successful.

If you go back to the quote from the Truman Commission that I
mentioned earlier, I think that clearly lays forth the philosophy of
the two-year colleges in this country. We are in large open-door in-
stitutions, but that doesn't mean that any student can enroll in
any program of study. That means that a student can come to us,
whatever their educational background; we will assist that student
in determining at w' at level they're functioning and we will pre-
scribe for that student a road map to get from where they are to
where they need to be to be successful in the educational direction
that they want to head.
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Mr. VISCLOSKY. Doctor, as far as the quality of the faculty that
you are able to attract, there's also been comment today about
trying to focus additional attention on those who teach the sciences
and mathematics, to improve the benefits for those teachers.

Loan forgiveness for education of teachers has been mentioned.
Dr. WaurEss. Yes.
Mr. VISCLOSKY. Do you feel that that would be an incentive that

would have an impact on- the situation you find yourself in and
what is really that situation?

Dr. WALTERS. Yes, I would support that, and not only for individ-
uals going into teaching for the first time, but one of the real chal-
lenges that we have, and I think not only at the two-year colleges,
but the four-year colleges, as well is keeping our teachers current.

For example, we hLve a program at my institution in automated
manufacturing technology, a very successful program that has led
to new entry location and new jobs in our area. Believe me, to find
a person with academic credentials and experience in the areas of
robotics or in some of the more sophisticated areas of automation,
!hey are few and far between. And especially when we find that
person, to be able to compete with the salaries of other organiza-
tions, so that I can bring that person to my campus to teach, is
very difficult.

So I would support not only that incentive for those going into
the math and science area, initially, but also looking at some way
that we can encourage those that are in those critical disciplines
now to stay current so that the educational programs that they are
presenting are current, so that the students that we graduate can
be current moving into the jobs that exist.

Mr. VISCLOSKY. Dr. Walters, one last question.
There's a great debate now as far as setting minimal standards

for educators. What's your general attitude towards that concept
and the debate taking place now in our country?

Dr. WALTERS. In the region of the country from which I come,
the minimum standards have already been set, and they've been
set by the accrediting agency, the Southern Association of Colleges
and Schools. I serve on that Board, on that Commission, and
there's a very strong feeling in the southeast that if the quality of
programs is directly tied to the competencies that individuals bring
to the classrooms, and we in certainly the southeast have support-
ed that move. I might add that it is a two edged sword in that as
the skill levels are elevated, the ability to attract people into those
programs with those skills is becoming more difficult.So, just

Mr. VISCLOSKY. I should think
Dr. WALTERS [continuing]. The closing comment, so this comes

back to the point that to a large degree, we must train find retrain
our own.

Mr. VISCLOSKY. And then compensate people for the standards
they've met?

Dr. WALTERS. Yes.
Mr. VISCLOSKY. Doctor, thank you very much.
Mr. Chairman.
Mr. KILDEE. Dr. Walters, the longer I'm here in Washington, the

more I realize that all wisdom does not reside here; it resides
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around the country. And you are certainly an example of that, be-
cause you have certainly brought wisdom to this Committee today.

And if it's any consolation, I think you can feel that you will
have played a role in the writing of this bill, and for that, we are
deeply grateful.

Dr. WAITERS. Thank you, Mr. Chairman.
Mr. KILDEE. At that, we'll stand adjourned.
[Whereupon, at 12:55 p.m., the committee was adjourned.]
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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS

Creating 2 Competitive Economy

WEDNESDAY, FEBRUARY 11, 1987

HOUSE OF REPRESENTATIVES,
COMMITTEE ON EDUCATION AND LABOR,

Washington, DC.
The committee met, pursuant to call, at 9:37 a.m., in room 2175,

Rayburn House Office Building, Hon. Augustus F. Hawkins (chair-
man of the committee) presiding.

Members present: Representatives Hawkins, Kildee, Williams,
Martinez, Owens, Hayes, Sawyer, Penny Richardson, Visclosky,
Atkins, Jeffords, Bartlett and Ballenger.

Staff present: Eugene Sofer, budget analyst; Dan Yager, minority
counsel.

Chairman HAWKINS. The Committee on Education and Labor is
called to order.

The Chair has an opening statement concerning this series of
hearings. However, in view of the fact that yesterday we inconven-
ienced some of the witnesses by keeping them too long, the Chair
will set the tone today by foregoing his statement. That does not
preclude Mr. Jeffords from making a statement or any other Mem-
bers. The Chair would like to er :Less his appreciation to the wit-
nesses that we have had so far and those that we anticipate and
those that are with us today.

Let me make one other announcement addressed to Members to
my right, who may think that we have deliberately selected wit-
nesses with a certain philosophy, ideology or other consideration. If
there is any fear that is so I would like to suggest that any of the
Members who may have witnesses that express a different point of
view one way or the other bring them to my attention. The Chair
will certainly see that they are included in the hearings and that
every voice is heard from.

We want to make these hearings and the product of these hear-
ings bipartisan and I think in that spirit, we certainly will try to
accommodate every point of view.

[Statement of Chairman Augustus F. Hawkins follows:]
(97)
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OPENING STATEMENT OF HON. AUGUSTUS F. HAWKINS, A REPRESENTATIVE IN CON.
GRESS FROM THE STATE OF CALIFORNIA AND CHAIRMAN, COMMITTEE ON EDUCATION
AND LABOR, FEBRUARY 11, 1987

I would like to welcome you to the second in a series of

.hearings this Committee is holding on H.R. 90, The Education

and Training for American Competitiveness Act of 1987.

The purpose of that legislation is to restore U.S.

competitiveness which I would define as the degree to which we

can, under fair market conditions, produce the goods and

services that succeed in international markets while maintain-

ing, or preferably expanding, the real income of our citizens.

Productivity in the U.S. remains higher than anywhere

else in absolute terms, but it has declined in relative terms.

If we are to regain our pre-eminent position, we have our work

cut out for us.

In the 1960's, U.S. productivity grew at a rate that

doubled our standard'of living every twenty-three (23)

years. At today's rate of growth, it will require

seventy (70) years.

From 1973 to 1983, U.S. productivity rose at .3 percent

per year. Britain's annual gain was five times that

and the French' ana Germans' rose seven times as fast.

Japan's rate was nile times ours and Korea's was 15

times higher than the U.S. rate.

Median annual income for all American families dropped

4.5 percent from 1979 to 1985, and the decline would

have been far greater except for the increase in*
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two-earner families. In fact, the average worker's

paycheck lost eight percent of its buying power

between 1979 and 1986.

The number of jobs has grown by 11.3 million in the last

six years, but the economy created 10.5 million jobs

in just four years between 1977-1981. The quality of

the many service sector jobs created is in sharp

contrast to that of the manufacturing jobs lost.,

One consequence of this virtual stagnation is that since

1980, America has suffered a net loss of over one

million production jobs in manufacturing, paying an

average of $13 an hour. At the same time, jobs in

services and retail trades, paying between $5 and $7,

have increased by 5.5 million.

In fact, the American economy has not yet regained the

standard of living that the typical American family

enjoyed in 1973.

If we are to succeed, WG have to produce meaningful jobs.

After all, a training program is worthless if there are no

jobs to fill. It is not a coincidence that Japan has an

employment rate of only 2.6 percent or Switzerland less than

1 percent.

I am convinced that the overvalued dollar and unfair

trade practices contribute to our lack of competitiveness.

But, the fact of the matter is that the trade deficit is a
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symptom of our declining position, not its cause. Our

economic ills do not lend themselves to glib and easy

solutions.

If we are to solve our problems, we must understand.how

we got into this mess in the first place. 1 am confident that

our witnesses can provide that context for us as well as

suggest some policy directions for us to consider.

I would like to welcome our witnesses:

1. Frank Doyle
Senior Vice President
General Electric Corp.

2. Rudy Oswald
Direct= Economic Research
AFL-CIO

3. William Sprng
Vice President
Federal Reserve Bank of Boston

4. Professor Michael Porter
Harvard Business School
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Chairman HAWKINS. Mr. Jeffords, do you have a statement?
Mr. JE.FirORIiii. Just a brief one, Mr. Chairman. I thank you for

allowing'us to submit names that we wish to be heard. I want to
commend you on holding these hearings and again to recognize the
seriousness of them. We now face two deficits; one in our own na-
tional debt, as well as the trade deficit. We need to recognize in
this committee that what we are talking about here is the future of
our standard of living in this country. The question is not so much
how we improve our standard of living, although we would all like
to do that, but whether or not we can preserve the one that we are
currently enjoying.

These are extremely important hearings and I look forward to
the distinguished witnesses we have here today in the panel before
us.

Chairznat. HAWKINS. Any other statement at this time?
If not, the Chair would like to introduce the witnesses that are

seated at the witness table. Mr. Frank Doyle, Senior Vice Presi-
dent, General. Electric Company, Fairfield, Connecticut; Mr. Ru-
dolph Oswald, Director of the Department of Economic Research of
the AFL-CIO; Mr. William Spring, Vice President, Federal Reserve
Bank of Boston, and: Dr. Michael E. Porter, Professor of Business
Administration, Harvard Business School.

Dr. Porter has been delayed. He is on. his way down from Boston.
As soon as he arrives he will be joining the panel.

Without any further remarks with respect to the witnesses, all of
whom we recognize as outstanding authorities and in some in-
stances very personal friends and individuals formerly connected
with this Committee in one way or the other, may I proceed to call
upon them in the order in which they have been introduced. They
will give their prepared statement, and then we will question the
witnesses. as a panel. That way we avoid duplicate questions. With
the witnesses that we have today, I think we will accomplish our
purpose of furthering. the cause of this series of hearings.

Mr. Frank Doyle. We would call on you first, please.

STATEMENTS,Or FRANK DOYLE, SENIOR VICE PRESIDENT, GEN-
ERAL ELECTRIC CO. IN FAIRFIELD, CT; RUDOLPH A. OSWALD,
DYRECTOR, DEPARTMENT OF ECONOMIC RESEARCH, AFL-CIO;
WILLIAM SPRING, VICE PRESIDENT, FEDERAL RESERVE BANK
OF BOSTON; AND MICHAEL E. PORTER, PROFESSOR OF BUSI-
NESS ADMINISTRATION, HARVARD BUSINESS SCHOOL

Mr. DOYLE. Thank you, Mr. Chairman. It is a pleasure to have
this opportunity to meet with you and discuss an issue or issues
which are of great importance to all American companies, and to
the nation as a whole.

I am approaching this issue today as chairman of the Committee
for Economic Development's ad hoc Task Force on Labor Market
Adjustment, which has developed the report before you entitled
"Work and Change, Labor Market Policies in a Competitive
World". I have previously submitted a formal statement but this
morning in the interest of time will cover only the salient points
made in the text.

Mr. Chairman, the reality of intense international competition
has shaken the American people's confidence in the capability of

ti
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the U.S. economy to generate well-pAd new jobs. An increasing
number of public and private sector 1( ciders are in one way or an-
other talking of steps to try and protect industries from competi-
tion in order to, pi-c-q-erve American jobs and maintain our standard
of living.

It is our view, however, that such steps are likely to impede the
nation's ability to reposition its industries and work force to com-
pete successfully in an increasingly internationalized market.

If that were to happen, an even greater number of jobs would be
lost and the nation's ability to deal with the social cost of change
would be diminished. It is clear that the security of an unchanged
world and workplace and employment relationship is no longer
available and cannot be artificially sustained.

The answer I believe is in creating a new security based on
equipping companies and workers alike to deal with and even gain
from fast moving and unavoidable change. This CED study goes to
the heart of the debate over economic change and that is the abili-
ty of people to benefit from change. It argues that the more severe
effects on people and communities come not from change that
moves too fast, but from change that is made to move too slowly.

The internationalization of markets presents increased competi-
tion, but also tremendous opportunity.

The issue of competitiveness is, therefore, a question of adapting
in order to take advantage of the new opportunity. Likewise the
issue of worker ditvlacement should be put in the context of adjust-
ment, of helping people move from old work that is be eliminat-
ed to new work that is being created. To be successful a labor
market adjustment effort must addl.( 's the hardships caused by
change while recognizing the seeds of new opportunity created by
economic restructuring.

With this context in mind, lot me identify three broad areas of
concern.

First, the manner in which American industry and its top execu-
tives manage their businesses has and is undergoing radical trans-
formation as a direct result of new technologies and the interna-
tionalization of our economy. This calls for a major rethinking of
all aspects of corporate practices from investment decisions to
human resource policies.

Second, despite these challenges American manufacturing on the
whole is holding ita own in terms of share its of GNP and has
maintained this share 'virtually unchang I since 1950. What has
not grown is manufacturing's relative shire of new jobs which is
due in part to the welcomed development of increased productivity
in manufacturing and in part to the unwelcomed development of
shrinking marketz, especially in durable goods industries such as
steel and auto.

Higher productivity will mean that jobs and manufacturing will
be more ccrupttitive, higher skilled and more challenging to the
employees. It also means, however, that there are likely to be fewer
of them.

Third, although higher productivity and sustained output in
manufacturing make for good news,. the fact is that a significant
number of people continue to experience the permanent loss of a
job. A sizeable number in this group are likely to have extreme dif-
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ficulty finding new employment in jobs similar to those they have
lost. The popular impression that the American manufacturing as
a whole is in a permanent state of decline is in our judgment
wrong. In reality, the sector is undergoing both growth and decline
with some industries facing declines in both output and employ-
ment, others are increasing in both areas.

Still other industries are advancing in output but doing it with
fewer people. This pit `we of differentiated effects helps explain
why displacement is cc acentrated in some regions and industries
and helps us identify the expanding opportunity in those manufac-
turing industries that are growing; electronic components, plastics,
electrical and nonelectrical machinery.

This differentiation also helps us understand the obstacles faced
by many displaded workers, those displaced from industries no
longer increasing in employment are more likely to have to face
the prospect of obtaining jobs in new or different industries, or oc-
cupations. Their successful adjustment in other words frequently
depends on their ability to make major job changes. The most im-
portant test of any adjustment policy then should be whether it
eases or impedes the transition to new opportunity.

As we set out to design policies in both the public and private
sectors, we must not lose' sight of the economy's vibrant strengths.
First, the economy has demonstrated an extraordinary capacity for
new job growth, adding 21 million new jobs between 1975 and 1985
and recording job gains during periods when most countries were
losing employment.

Second, when we look at new job growth by occupation we see
that the fastest growth across the board is occurring in both the
better paying and higher skilled professional and managerial occu-
pations.

Third, the U.S. economy is unique in its flexibility and adaptabil-
ity. Americans have transitionally been willing to take chances,
reach for new opportunities in order to build better lives for them-
selves and their children.

This American trait is what other countries are now seeking to
emulate, recognizing that the successful players in today's volatile
world markets are those that are positioned to respond quickly and
I would add equitably. In the CED paper we proposed private
sector adjustment policies which emphasize the flexible response to
change. These policies encompass three main areas of private
sector responsibility, communication, compensation, and benefits.

First and foremost, we believe that open communication about
business realities must exist at all levels of the organization. The
more people know about the competitive position of their business-
es, the better prepared they will be to take advantage of the new
opportunities, whether it is inside or outside the firm.

Employees should,know as far in advance as is feasible any deci-
sions affecting the condition of employment, be it advance notice of
new technology, automation, plant closing or work transfer.

In the case of ,plant closings, advance notice should be provided
on a voluntary basis. No one will disagree that large profitable
companies that are in the position to provide notice should do so.
In fact large companies are increasingly providing notice, usually
as a requirement of contracts negotiated with their unions.
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The problem of notice arises for those firms that are either un-
profitable or operate in a high risk business environment. No
amount of mandatory notice can change the realities of business
failure. What it can do is decrease the flexibility that is vital to the
small and medium size companies which are the major job genera-
tors in this economy.

Flexibility is critical to their success, the costs of failure have to
be kept low or the incentive to start up again will be lost.

The fact of displacement requires all companies to examine a
broad array of tradeoffs in order to develop policies that reflect the
particular risks and strengths of their businesses.

The second area of private sector responsibility relates to com-
pensation. The CED has proposed that compensation practices be
linked to competitive success of the enterprise. Compensation, in
other words, would increase or decrease depending on whether or
not business achieved gains in cost savings, productivity or profit-
ability.

The underlying philosophy is one of emphasizing the stake that
all work force participants have in the success of their businesses.
Under fixed compensation systems, employees were encouraged to
view wage and benefit increases independently of business perform-
ance. Under present conditions, however, fixed compensation is ac-
tually a destabilizing influence because it fails to prepare workers
for the type of rapid structural changes that are occurring and that
directly affect employMent.

Perhaps the most radical rethinking needs to be done in the area
of employee benefits. Most benefit programs are oriented to career-
long employment and therefore discourage mobility outside the
firm. Many displaced workers therefore suffer an alarming loss of
short- and long-term benefits, particularly if they lack tenure in
the firm. Wherever possible adjustments should be made easier by
providing larger severance payments, extended periods of uninter-
rupted health and life insurance coverage.

Other measures such as increased portability of pension benefits
should also be examined.

Another way companies can provide greater job security and mo-
bility is through training and retraining of their employees for new
and higher-skilled jobs within the economy. American companies
now spend an estimated $30 to $50 billion a year on formal train-
ing and this activity will continue to grow as new technology and
heightened global competition increase the demand for new skills
and knowledge.

The direct link to a new job within the company provides a pow-
erful incentive to acquire these new skills and that is the chief
reason why that kind of training is so effective.

In light of the rapidity of change that is taking place in the labor
market, companies need to consider expanding their training pro-
grams to qualify workers for employment outside the firm. Prepar-
ing the work force for some other company's benefit has never had
much appeal. Yet company training programs need to take into ac-
count the fact that in many industries, employment security may
rest more on the development of transferable skills than on long-
term service in one company.
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Training programs and new work patterns emphasizing team
work and pay for knowledge, broaden employee skills and enhance
their mobility both within and outside the firm.

It is also important to note that jobs requiring a college educa-
tion or post-secondary technical training head the list of fastest
growing occupations in the next desade. A structural shift towards
higher skilled jobs is taking place in both the manufacturing and
services.sector, suggesting that the traditional distinctions between
sectors of the economy are becoming less important than what
people actually do and whether they have the educaticn and skills
to help them move up the earnings ladder.

The CED paper also notes areas of responsibility that are dis-
tinctly public in nature. First among these is the responsibility to
create and sustain the conditions for economic growth. All of our
best efforts at adjustment will fail, unless the conditions for growth
are present. Towards this end, the CED continues to emphasize the
importance of reducing the Federal budget deficit, which seriously
threatens the sustained noninflationary growth and is the princi-
pal cause of our trade deficit.

The government also hai responsibility for micro-economic poli-
cies affecting displaced workers., The CED study makes several rec-
ommendations about how to strengthen existing Federal programs
for displaced workers. In particular, unemployment insurance at
Title III of the Job Training Partnership Act.

We propose, for example, that incentives to reemployment be
provided within the context of broad-based income support. The
system could provide displaced workers. with the option to continue
to collect UI benefits if they suffer earnings losses upon reemploy-
ment. Their option will take the form of a temporary phased-in
payment that will be chargeable under the current UI system to
the old employer in lieu of regular UI benefits for a fixed period of
time following the start Of a new job.

The other Federal 'initiative which encompasses a variety of
training and support services is Title III of JTPA. This gives the
states the lead in designing innovative displaced worker programs
that coordinate the efforts of both management and labor.

Many states and localities, however, need to be better prepared
for quick and effective response to requests for Title III funds.
Broader use, for example, could be made of rapid response team to
identify potential plant closings and large layoffs. Labor Secretary
Bill Brock's Special Task Force on Economic Adjustment and
Worker Dislocation recently advocated just such a 'rapid response
capability. This would focus on side intervention and focus on coun-
seling, testing, basic education and on the job training that are
most likely to result in high quality adjustment.

The final area of government responsibility is support for educa-
tion. Much is currently being said about the need for educational
reform to upgrade the quality of education in America. The CED's
earlier policy statement on business and public schools recom-
mends ways schools can better prepare students 'in the changing
workplace and encourage bottom-up strategy, focused on the indi-
vidual school with teachers and administrators, and the community
it serves.
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In summary, I think we all recognize that the U.S. economy is
undergoing nothing short of wrenching changes in its markets as
its markets internationalize and competition intensifies for more
industries and firms.

The scope and intensity of these changes have led some to fear
that America can simply no longer compete, that it is deindustria-
lizing and as a result, millions of American workers are perma-
nently displaced with no hope for reemployment except in the
lowest paying jobs.

The reality as we see it is that the evidence presents a differenti-
ated picture of growth and decline throughout the economy that is
complex enough to sustain both the optimists and pessimists. Like-
wise the findings of the PIS surveys indicate that while a signifi-
cant number of people are permanently displaced each year, an es-
timated $1 million per year or about half of 1 percent of the work
force, since half experience great difficulty in finding new work,
must go to find employment in a variety of occupations and indus-
tries that are new.

In short, the displaced worker problem is large enough and sig-
nificant enough to deserve public and private sector attention, yet
it is small enough to be manageable within a growing economy.

It is vital that we do not underestimate the tough competitive re-
alities facing American companies. Yet neither must we underesti-
mate the ability and determination of people to benefit from
change.

In my opinion there is enormous disservice done by the percep-
tion that new work, the new work being created, is of little value
other than that change should therefore be resisted.

This perception can lead only to policy paralysis. It fails to pre-
pare Americans for the change that is bound to continue and it
fails to motivate us to take advantage of the new opportunities to
be found throughout the economy. I am convinced that the direc-
tion of change will be positive so long as we meet the dual chal-
lenges of competitiveness and adjustment.

It is for this reason that I stress to you the importance of policy
based on flexibility, and adaptability, of economic policies focused
on the cons needed to create opportunity and sustain growth, and
of labor market policies focused on helping people make the transi-
tion from old work to new work.

How else build a bridge to the future unless we are confident of
the opportunity on the other side.

Thank you very much, Mr. Chairman.
[The prepared statement of Frank P. Doyle follows:]
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PREPARED STATEMENT OF FRANK P. DOYLE, SENIORVICEPRESIDENT, GENERAL
ELECTRIC CO.

MR. CHAIRMAN:

It is a pleasure to have this opportunity to meet with you today

to discuss an issue which is of great importance to GE and to all

American companies. I am approaching this issue today as Chairman

of the Committee for Economic Development's Ad Hoc Task Force on

Labor Market Adjustment. which has developed the report you have

before you entitled Work and Change: Labor Market Policies in a

Competitive World.

Before beginning. I would like to publicly thank the other

members of the Committee who worked with me on this project. These

are Don Guinn, CEO of Pacific Telesis; George Schaefer, CEO of

Caterpillar: Frank.Lindway. Chairman of Vectron, Inc.: John Sagan,

President of John Sagan Associates: Morris Tanenbaum, Vice Chairman

of AT&T: Bruce Thomas, Vice Chairman of USX Corporation; Dean

Phypers, Senior Vice President of IBM; and Jack Edman, Vice

President of General Motors.
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Mr. Chairman, the reality of intense international competition

has shaken the American people's confidence in the capability of the

U.S. economy to generate well-paid new jobs. An increasing number

of public- and private - sector leaders are in one way or another

talking of steps to try to protect industries from competition in

order to preserve American jobs and maintain our standard of living.

It is our view, however, that such steps are likely to impede

the nation's ability to reposition its industries and workforce to

compete successfully in increasingly internationalized markets. If

that were to happen, an even greater number of jobs would be lost.

and the nation's ability to deal with the social costs of change

would be diminished.

It is clear that the security of an unchanging world, workplace,

and employment relationship is no longer available and cannot be

artificially sustained. The answer I believe is in creating a new

security, based on equipping companies and workers alike to deal

with, even gain from, fast-moving and unavoidable change.

This CED study goes to the heart of the debate over economic

change, and that is the ability of people to benefit from change.

It argues that the more severe effects on people and communities

come not from change that moves too fast, but from change that is

t
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made to move too slowly. The internationalization of markets

presents increased competition. but also tremendous opportunity.

The issue of competitiveness is therefore a question of adapting in

order to take advantage of new opportunity.

Likewise, the issue of worker displacement should be put in the

context of adjustment -- of helping people move from old work that

is being eliminated to new work that is being created. To be

successful, a labor market adjustment effort must address the

hardships caused by change while recognizing the seeds of new

opportunity created by economic restructuring.

With this context in mind, let me identify three broad areas of

concern:

First, the manner in which American industry and its top

executives manage their businesses has and is undergoing radical

transformation as a direct result of new technologies and the

internationalization of our economy. This calls for a major

rethinking of all aspects of corporate practices, from investment

decisions to huiran tesource policies.

Second, despite these challenges. American manufacturing on the

whole is holding its own in terms of share of GNP and has maintained

this share, virtually unchanged, since 1950. What has not grown is
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manufacturing's relative share of new jobs. which is due in part to

the welcome development of increased productivity in manufacturing

and in part to the unwelcome development of shrinking markets.

especially in durable goods industries. such as steel and auto. The

manufacturing sector will continue to provide job opportunities for

Americans. and higher productivity will mean that these jobs will be

more competitive. higher skilled and more challenging to the

employee. It also means. however. that there are likely to be fewer

of them.

Third. although higher productivity and sustained output in

manufacturing make for good news, the fact is that a significant

number of people continue to experience the permanent loss of a

job. A sizable number in this group are likely to have extreme

difficulty finding new employment in jobs similar to those they have

lost and will require targeted training and support services to help

them move to new work.

The popular impression that American manufacturing as a whole is

in a permanent state of decline is wrong. In reality the sector is

undergoing both growth and decline. Some Industries. in other

words, are facing declines in both output and employment. while

others are increasing in both Areas. Still other industries are

advancing in output. but doing so with fewer people. Overall, the

manufacturing sector continues to be healthy in tams of output. but

has not recovered its 1979 peak in employment and is unlikely to do

SO.
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This picturi of differentiated effects is critical.to

understanding the nature of job displacement, because it helps

explain why displacement is concentrated in some regions and

industries, and helps us identify the expanding opportunity in those

manufacturing industries that are growing. (eg. electronic

components, plastics, electrical and non-electrical machinery)

This differentiation also helps UA to understand the obstacles

to adjustment faced by many displaced workers. Those displaced from

industries that are no longer increasing in employment are more

likely to have to face the prospect of finding work in new or

different industries or occupations. Their successful adjustment,

in other words, frequently depends on their ability to make a major

job change.

As a result, the most important test of any public or private

sector adjustment effort should be whether it eases or impedes the

transition to new opportunity; whether it establishes or denies

supportive mechanisms for workers undergoing the often painful and

costly move to a new job.

As we set out to design policies in both the public- and

private sectors, we must not lose sight of the economy's vibrant

strengths. First, the U.S. economy has demonstrated an

r 1:117
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extraordinary capacity for new job growth, adding 21 million new

jobs between 1975 and 1985 and recording job gains during periods

when most countries were losing employment. Second. when we look at

new job growth by occupation. vs, :ee that the fastest growth across

the board is occurring in both the bet,,er paying and higher skilled

professional and Managerial occupations.

Third. the U.S. economy is unique in its flexibility and

adaptability. Americans have always sought new ideas and new

solutions to changing market realities and have traditionally been

willing to take chances and reach for new opportunities in order to

build better lives for themselves and their children. This American

trait is what other. countries are nowseeking to e;alate,

recognizing that the successful players in tolay's volatile world

markets are those that are positioned to respond quickly, and I

would add, equitably.

In the CED paper. we proposo private sector adjuetwent policies

which emphasize the ttlexible response to change. These policies

encompass three main ai.eas of private sector responsibility --

communication.-compensation. and benefits.

First and foremost. we believe that open communication about

business realities must exist at all levels of the organization.

The more people know about the competitive position of their

118



113

-7-

businesses, the better prepared they will be to take advantage of

new opportunity,' whether inside or outside the firm. Employees

should know as far in advance as is feasible any decisions affecting

the condition of employment, be it advance notice of new technology,

automation, plant closing, or work transfer.

In the case of plant closings, advance notice should be provided

on a voluntary basis. No one will disagree that large, profitable

enterprises that are in the position to provide notice should do

so. In fact, large companies are increasingly providing notice,

usually as a requirement of contracts negotiated with their unions.

The problem of notice arises for those firms that are either

unprofitable or operate in high risk business environments. No

amount of mandatory notice can change the reality of business

failure. What it can do is decrease the flexibility that is vital

to the small- and medium-sized companies which are the major job

generators in our economy. Flexibility is critical to their

success: the costs of failure have to be kept low or the incentive

to start up again will be lost.

The fact of displacement requires all companies to examine a

broader array of trade-offs to ensure flexibility in making

necessary business decisions. The BET has identified eight areas of

responsibility regarding plant closings to help companies develop a

tailored set of policies on notice, benefits, and support services

based on the particular risks and strengths of their businesses.
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The second irea of private sector responsibility relates to

compensation. The CED has proposed that compensation practices be

linked to the competitive success of the enterprise. Compensation.

in other words, would increase or decrease depending on whether or

not the business achieved gains in cost savings. productivity. or

profitability. Some firms have already adopted this approach with

considerable success. both in higher overall ctopensation and

greater job security for employees. (ex. Nucor)

The underlying philosophy is one of Imphasizing the stake that

all workplace participants have in the success of their businesses.

Under fixed compensation systems, employees ware encouraged to view

wag, and benefit increases independently of business performance.

Fixed compensation was a stabilizing influence on workers' income as

long as markets were growing and compilation was limited to domestic

producers. Under present conditions. hovever, fixed compensation is

actually a,destabilizing influence becausa it fails to prepare

workers for the type of rapid, structural changes that are occurring

and that directly affect employment.

Perhaps the most radical rethinking needs to be done in the

third area of private sector responsibility, and that is employee

benefits. Most benefit programs are currently oriented to

career-long employment and therefore discoraage mobility outside the
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firm. gray displaced workers, therefore, suffer an alarming loss of

short- and long:term benefits, particularly if they lack tenure in

the firm. Whenever possibi'. adjustment should be made easier by

providing larger severance payments and extended periods of

uninterrupted health and life insurance coverage. Other measures

such as increased portability of pension benefits should also be

examined.

Benefi,4 practices are an important part of competitive strategy

because they help to shape the expectations of workers regarding the

quality and security of their present and future employment. The

challenge now is to reorient our thinking about the design of

benefit plans so that rather than being penalized, people are

encouraged to make that next move with greater confidence.

Another way companies can provide greater job security and

mobility is through training and retraining of their employees for

new and higher skilled jobs within the company. American companies

now spend an estimated gn to $50 billion a year on formal training,

and informal training has been estimated to run as high as $180

billion a year. This activity has cnntinued to grow in recent years

as new technology and heightmned global competition increase the

demand for new skills and knowledge. Tha direct link to a new job

within the company provides a powerful incentive to acquire now

skills, and is the chief reason why such training is so successful.
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In light of the rapidity of changes taking place in the labor

market. however. companies need to consider expanding their training

programs to qualify workers for employment outside th firm.

Accepting the responsibility to prepare workers for witside jobs

will require a change in the way most companies view their

investment strAtegy in human resources. Preparing a workforce for

some other company,s benefit has never had much appeal. Yet company

training programs need to take into account the fact that in many

industries. employment security may test sore on the development of

transferable skills than on long-term service in one company.

Training programs and new work patterns emphasizing work-share.

teamwork. and pay-for-knowledge broaden employees, skills and

enhance their mobility both within and outside the firm.

The Bureau of Labor Statistics (BLS) surveys of the adjustment

experience of displaced workers document this link between educa ion

and nobility. The surveys show that educational attainment is a

critical factor in shortening length of joblessness and improving

earnings recovery upon reemployment. The surveys also reveal that

about half of the displaced workers who subsequently became

reemployed found jobs in wholly diffiment industries and

occupations. This data underscores the wzge for training to help

workers make the transition into new industries or occupations.
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It is also important to note that jobs requiring a college

education or post-secondary technical training head the list of

fastest growing occupations for the next decade. A structural shift

toward higher skilled jobs is taking place in both the manufacturing

and services sectors, suggesting that the traditional distinctions

between sectors of the economy are becoming less important than what

people actually do, and whether they have the education and skills

to help them move up the earnings ladder.

The CED paper also notes areas of responsibility that are

distinctly public in nature. First among these is the

responsibility to create and sustain the conditions for economic

qrsvth. All ot our beat efforts at adjustment will fail unless the

conditions for growth are present. Toward this end, the CED

continues to emphasize the importance of reducing the federal budget

deficit, which seriously threatens sustained noninflationary growth

and is the principle cause of our trade deficit.

The government also has responsibility for microeconomic

policies affecting displaced workers, and the CED study makes

several recommendations about how to strenthen existing federal

programs for displaced workers, in particular Unemployment Insurance

and Title III of the Job Training Partnership Act. We propose, for

example, that incentives to reemployment be provided within the
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context of broad-based income support. The UI system could provide

displaced workeis the option to continue to collect UI benefits if

they suffer earnings losses upon reemployment. This option might

take the form of a temporary phased-in payment that would be

chargeable under the current UI system to the old employer, and paid

in lieu of regular UI benefits for a fixed period of time following

the start of a new job.

The other federal initiative which encompasses a variety of

training and support services is Title III of the Job Training

Partnership Act. Title III gives the states the lead in designing

innovative displaced worker programs that coordinate the efforts of

both management and labor. Many states and localities, however,

need to be better prepared for quick and effective response to

requests for Title III funds, Broader use, for example, could be

made of rapid response teams to identify potential plant closings

and large layoffs.

Labor Secretary Bill Brock's special Task Force on Economic

Adjustment and Worker DislocatioL recently advocated just such a

rapid response capability. This approach would emphasize early

on-site intervention, more efficient coordination of assistance, and

a focus on those services, such as testing, counseling, basic

education, and on-the-job-training, that are most likely to result

in high-quality adjustment.
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The final area of government responsibility is its support for

education. I have noted the importance of education at several

points in my discussion and the issue is an extremely timely one, as

much is currently being said about the need for educational reform

and for upgrading the quality of education in America. The CED's

earlier policy statement on Business and the Public Schools

recommends numerous ways schools can better prepare students for the

changing workplace. and encourages a "bottom-up" strategy focused on

the individual school -- its students, teachers, and administrators

-- and the community it serves.

I'd like to make one further comment about the educational

demands caused by shifts in the labor market. The generally

positive shift in the structure of occupations toward higher

skilled, higher paying jobs will clearly benefit certain

individuals, but will put others at a disadvantage. The two groups

most at risk are older workers with low skills and educational

levels who are displaced from high paying jobs, and young, poorly

educated workers with little or no work force experience. In both

cases education can be a significantly mitigating factor, although

the challenges facing our nation's educational systems are great.

In summary. I think we all recognize that the U.S. economy is
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undergoing nothing short of wrenching changes, as its markets

internationalize and competition intensifies for more and more

industries and firms. The scope and intensity of these changes have

led some to fear that America can simply no longer compete, that it

is deindustrializing, and that as a result millions of American

workers are being permanently displaced with no hope for

reemployment except in the lowest-paying jobs.

In reality, the evidence presents a differentiated picture of

growth and decline throughout the economy that is complex enough to

sustain both optimists and pessimists. Likewise.- the findings of

the BLS surveys indicate that while a significant number of people

are permanently displace) each year -- an estimated 1 million per

year. or about 1/2 of It of the workforce -- most go on to find new

employment in a variety of occupations and industries. In short.

the displaced worker problem is large enough and significant enough

to deserve public- and private-sector attention. yet small enough to

be manageable within a growing economy.

It is vital that we not underestimate the tough competitive

realities facing. American companies. Yet neither must we

underestimate the ability and determination of people to benefit

from change. In my opinion, there is an enormous disservice being

done by the perception that new work being created is of little

value and that change should therefore be resisted. This perception

can lead only to policy paralysis. It fails to prepare Americans
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for the change that is bound to continue. and it fails to motivate

us to take advantage of the new opportunities to be found throughout

the economy.

I am convinced that the direction of change will be positive so

long as we meet the dual challenges of competitiveness and

adjustment.

It is for this reason that I stress to you the importance of

policies based on flexibility and adaptability -- of economic

policies focused on the conditions needed to create opportunity and

sustain growth. and of labor market policies focused on helping

people make the transition from old work to new work. For why else

build a bridge to the future. unless we are confident of the

opportunity on the other side?
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Chairman HAWKINS. Thank you, Mr. Doyle.
The next witness is Mr. Rudolph Oswald, Director, Department

of Economic Research, AFL-CIO.
Mr. OSWALD. Thank you, Mr. Chairman. I ask that my whole

statementbe made part of the record, and I would like to highlight
some of the elements that we have in that statement.

Chairman HAWKINS. Without objection, so ordered.
Mr. OSWALD. Particularly I would like to commend you, Mr.

Chairman, for holding these hearings because it does focus on the
basic background of how this country can create a more competi-
tive economy.

Also, on behalf of the AFL-CIO I want to thank you for your
long, continuing leadership in related fields of education, training,
unemployment, employment, and labor/management relations, all
fields closely related to the productivity and competitiveness of
American workers and the American economy.

We also endorse your bill, H.R. 90, the proposed Education and
Training Act for American Competitiveness Act of 1987. This is one
of the steps. the Congress should take to enhance America's com-
petitive position.

The action of your committee last year in approving an earlier
version of the Education and Training for American Competitive-
ness Act was very constructive in helping to achieve House floor
approval for a comprehensive trade bill, including that bill as one
title.

I would like to touch a little bit about the trade crisis because
that is really the single largest issue I think that faces the country
today.

Last year the country had a $170. billion trade deficit and since
1979 this country has seen the disappearance of 2 million manufac-
turing jobs. In order to turn that around, Congress must effectively
try and address the numerous factors that have contributed to this
loss of competitiveness.

There is no one action alone that, will solve this crisis. however,
the trade bill passed by the House last year combined a number of
approaches that clearly would have provided various new mecha-
nisms to deal with this crisis.

Competing in international markets depends, upon U.S. policies,
as well as policies of foreign countries, and the response of the U.S.
government to such foreign policies. The actions and policies of
multinational corporations also affect decisions on the laws of pro-
duction and investment.

Most foreign nations manage their economies and structure their
trade flows to promote their own industries and economic develop-
ment. Currencies are devalued, specific products and, industries are
subsidized, and a variety of actions are taken to regulate imports
and exports. Many countries deny worker rights and protections
and actively engage in predatory practices to enhance profits and
competitiveness.

Over the last few years, the Administration has relied essentially
on the depreciation of the dollar, the need for the country's major
trading partners to pursue expansionary policies, a rhetorically
tougher approach to foreign trade practices, and a new round of
multilateral trade negotiations. But the trade crisis continuesac-

e,
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tually it worsens. In his. State of the Union address, President
Reagan raised the issue of competitiveness, putting heavy emphasis
on "increasing investment in human and intellectual capital.

However, when you look at his budget the budget does just the
reverse. It substantially cuts funds for education. The President's
trade proposals .do nothing to substantially reduce the massive
trade deficit.

This committee is aware of the employment problems this coun-
try faces. While there are 111 million workers at work today, there
are 8 million unemployed and seeking work, another 1 million who
are so discouraged that they have stopped looking for work, plus
another 5 million workers who can only find part-time work when
they are seeking full-time jobs.

That is some 14 million Americans who are suffering either total
unemployment or partial unemployment.

The job gains that Mr. Doyle talked about are there, however, as
one looks back over that same 10 years that he talked about we
find that what has happened is that the labor force has, grown
faster than the number of new jobs, leaving us today with unem-
ployment levels that previously would have always been called
deep recession levels.

We still think that they are deep recession levels and much
needs to be done. In terms of productivity, the largest single loss of
production is the loss of unemployment. The people who are not
working don't produce and don't add anything to this country's ca-
pability to be competitive with others. For those who are working
this country still, according to the most recent statistics for 1985,
show that American workers and- industries are more productive
than any other industrialized country in the world. Those figures
show that the United States workers 'produce one-third more than
their counterparts in Japan and the United Kingdom, a quarter
more than Italian workers, and some 7 percent more than those in
Weit Germany or France.

However, the issues do affect the questions of where we go in the
future in terms of the ability to maintain that productive capabil-
ity. A number of studies of where, productivity comes from demon-
strates the importance of training,.of-education, of the ability to be
innovative, to use our human resourcesin order to be that country
that grows faster and is more competitive than any others.

Certainly capital provides the ability of-having the tools for pro-
duction and- infrastructure needed to support development. But
clearly another important factor in productivity is the complemen-
tary activities of labor and management, where good labor-manage-
ment relations are an important factor blending innovation, capital
and work inachieving output and competitiveness.

Let me highlight the whole range of education elements that
help prepare people for work. This committee has worked with the
broad range of educational opportunities from those in the pre-
school, grammar school, high school, college and post-graduate ac-
tivities.

The elements of local management, of education, they have been
an 'important element but we have found that they need to be aug-
menteci by Federal help and leadership and that help and leader-
ship has come from this committee through the years.
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Educationally disadvantaged students from low and middle
income families have gained from Chapter I programs of the Edu-
cation Consolidation Improvenient Act, and even more from the
earlier Elementary and Secondary Education Act. These services
should be available to every child who is eligible at the elementary
school level rather thanhe only approximately 45 percent who are
currently being served.

SituIarly, Chapter, If remedial services should be authorized for
the secondary level so that those people don't drop out or become
or remain illiterates at that level. Similarly funds to assist schools
in desegregation must be maintained.

Vocational educational programs, dating back to the early part
of this century prove that modest amounts of Federal funds can
lead to programs that raise standards, expand opportunities for the
disadvantaged and disabled, and encourage partnership with labor
and management.

Clearly, we support continued Federal commitment to this lead-
ership role and oppose wiping out of that Federal aid to that essen-
tial program.

Similarly we feel the aid for higher education allows those who
otherwise would not be able to afford to participate in higher edu-
cation are an essential element in preparing the labor force of the
future for the demands of the workplace.

Those problems 'become even greater as we see that a larger pro-
portion of tomorrow's youth are becoming increasingly single
parent, low-income minority families. The poorest segment of
today's population will be the workers of tomorrow when these
young people enter the labor force and they will need something
better than some of the service jobs that we have created in order
for this country to be the productive leader of the world.

The AFL-CIO has also long supported human resource and pro-
ductivity development through better retraining, upgrading,
upward mobility for all workers, both employed and unemployed,
including dislocated workers and low-wage workers. Jobless work-
ers should have the opportunity for training and skills that lead di-
rectly to jobs, There should be better job placement through a
strengthened, nationwide employment service, and a better match-
ing of workers and jobs.

All these actions can help in the nation's competitiveness.
We believe that in terms of the advanced notice that Mr. Doyle

talked about, that advanced notice in terms of plant shutdowns
should be required of large corporations in order that workers and
local communities can deal with those devastating consequences on
a timely basis so they can plan for adjustment, so that the ability
to set up the help can be done in a timely, effective manner.

A program also to better help dislodated workers needs to build
on the current Title III dislocated worker program, and it should
be in addition to and not a substitute for an effective trade adjust-
ment program. That new program should include rapid response
teams, more active participation for labor and management, na-
tional and state and local' levels.

Unions have for a long time engaged in working often in part-
nership with industry, local governments, employers through col-
lective bargaining to help workers address ths job retraining
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action. Massive new programs have been started under recent col-
lective bargaining agreements, for example, with the auto workers
at GM, communications workers have similarly done that and the
International Brotherhood -of Electrical Workers have set up new
programs in the telephone industry.

State, county, and municipal employees have extensive upgrad-
ing programs in New York City to allow them to be promoted and
move up the ladder. Our International Ladies Garment Workers
Union have extensive programs for teaching new immigrants the
English language so that they can both achieve citizenship-and par-
ticipate more fully in our nation's needs.

Our building trades unions, metal trades unions, have expanded
their apprenticeship program, have established upgrading pro-
grams so that the skills can be kept constant with the changing
nature of the economy.

Our maritime unions have established extensive residential
training facilities for new recruits as well as upgrading and promo-
tion programs.

But we think that there are other things besides education that
are within the prerogative of this committee that we think are im-
portant for competitiveness purposes. Such other elements, such as
pay equity for women and other anti-discrimination, equal employ-
ment opportunity and affirmative action, they not only bring basic
social objectives and basic justice, they also encourage workers to
achieve their fullest probable productivity in the economy, and
they encourage workers to' employ workers up to their fullest po-
tential.

Likewise, day care, parental life, and other family protection leg-
islation will notonly strengthen:family life but also enable workers
who are parents to participate in the economy more freely and
fully without fear and anxiety about their shelter.

An updated .minimum wage -would assure -that the earnings of
workers-at the bottom of the economic ladder will be brought back
into line with the earnings of other. Americans.

An important element also in competitiveness is good labor-man-
agement relations. Good labor management relations are achieved
through building upon a solid collective bargaining base that
allows workers to participate in the decisions that affect their
workplace .and the earnings from that work.

The 'democratic involvement of workers through their unions in
collective bargaining and special new additional cooperative pro-
grams has raised the productivity of America's industries. Unfortu-
nately, too often instead of labor management cooperation, instead
of management acceptability of worker rights to organize and bar-
gaining collectively, workers and their ur.!:,ns encounter active
management hostility and union busting.

Such actions by employers are unconscionable. The nation's basic
labor law promises to workers their right to organize and to bar-
gain collectively with employers who are representatives of the
workers' own choosing and without employer coercion, and without
violations of workers' basic civil rights and human rights. We have
to be sure that the promises are kept in practice and not just in
word.
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In conclusion, Mr. Chairman, the AFL-CIO will strongly support
general constructive action to increase America's competitiveness
by improving the nation's education, training, and employment
and labor management relations. We tWnk that H.R. 90 is one step
that will help in aiding in that multi-faceted approach that must
be taken in order to achieve true competitiveness by enhancing the
human qualities that are the basic elements on which the long
term productive capability of this country is built.

Thank you, Mr. Chairman.
[The prepared statement of Rudolph Oswald follows:]

...
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PREPARED STATEMENT OF RUDOLPH OSWALD, DIRECTOR, AMERICAN FEDERATION OF
LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS TO THE HOUSE EDUCATION
AND LABOR COMMITTEE

Mr. Chairman, I want to congratulate you for holding these hearings on the

methods by which this nation can create a more competitive economy. Also, on

-behalf ofthe AFL-CIO, I want to thank you for your long continuing leadership In

the related fields of education, training, employment, and labor-management

relations all fields which are closely related to the productivity and

competitiveness of American workers and the American economy.

We endorse your bill H.R. 90, the proposed Education and Training for

American Competitiveness Act of 1987 as -one of the steps that Congress should

take .to enhance America's competitive position. The action of your Committee

last year In .approving an earlier version of the Education and Training for

American Competitiveness Act, was very constructive in helping to achieve House

floor approval for a comprehensive trade bill including that bill as one title.

The Trade Crisis and Competitiveness

The trade crisis, exemplified by last year's trade deficit of $170 billion, and

the disaik,oearance of 2 million manufacturing Jobs in the past 8 years, calls for

effective action by the Congress to try and address the numerous factors that hive

'contributed to this "loss of competitiveness." There is no one action alone that will

solve this crisis. However the trade bill passed by the House last year combined a

number of approaches that clearly.would have provided various new mechanisms to

deal with this crisis.

Competing in international markets depends upon U.S. policies, as well as

polides of foreign countries, and the response of the U.S. government to such
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foreign policies. The actions and policies of multi-national corporations also affect

decisions on the laws of production and investment.

Most foreign nations manage their econxties and structure their trade flows

to promote their own industries and economic development. Currencies are

devalued, specific products and industries are subsidized, and a variety of actions

are taken to regulate imports and exports. Many countries deny worker rights and

protections and actively engage In predatory practices to enhance profits and

"competitiveness."

Over the last few years, the Administration has relied essentially on the

depreciation of the dollar, the need for the country's major trading partners to

pursue expansionary policies, a rhetorically tougher approach to foreign trade

practices, and a new round of multilateral trade negotiations. But the trade crisis

continues. In his State of the Union address, President Reagan raised the issue of

competitiveness, putting heavy emphasis on "increasing investment in human and

intellectual capital."

However his budget does just the reverse. It substantially cuts funds for

education. The President's trade proposals do nothing to substantially reduce the

massive trade deficit.

The Job and Income Crisis

The trade crisis has contributed substantially to the job and income crisis

facing the nation. I'd like to cite a few statistics:

There are I l l millloa Americans at work today, but

8 million are unemployed and seeking work;

I million discouraged workers have stopped looking for jobs;

3 million Americans are working only part-time because no full-time jobs

are available.
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That's at least 14 million Americans suffering unemployment and

underemployment.

The number of jobs has gtewn by 11.3 million in the past six years, but before

that jc grew 10.5 million in Just four years.

The workforce has grown by 11.7 million in the past six years, but only 11.3

million jobs were created.

A comparison by decades tells the unemployment story:

3 million were unemployed in the -average month in the 1950s and that

went to

3.5 million in the 1960s;

5.8 million in the 1970s; and

8.2 million in the 1980s.

And the unemployment rates went from

4.5 percent in the 1950s, to

4.8 percent in the 1960s;

-- 6.2 percent in the 1970s; and

8 percent In the 1980s.

And even with the drop in unemployment reported for December and January,

unemployment has been stuck around 7 percent for the last 30 months -- resulting

in 7 years of unemployment at recession levels.

In each year since 1980, more than 20 million Americans have suffered from

unemployment at some time during the year.

Two million jobs have been lost In manufacturing since 1979 in a wave of

plant closings and mass layoffs while the country refused to adopt a realistic,

coherent trade policy.

1 3"a A.
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By contrast, jobs in low-wage service-producing industries have increased by

10 million since 1979.

A recent report for the Joint Economic Committee by Barry Bluestone and

Bennett Harrison shows that jobs added to the economy between 1979 and 1984

were disproportionately at the low end of the wage and salary scale 6 out of 10

were below $7,000 a year in 1984 dollars. The report notes that q7 percent of the

job gains among white men were in this low wage category so we know the

problem of low wages is not limited to women and minority workers. In fact,

minority men and women are suffering from a renewed trend toward low wages

which reverses the trend toward higher wages for minority men in the 1970s.

The de-Industrialization of America with plant shutdowns and mass layoffs is

the result In large part of massive import penetration and massive trade deficits

and an unregulated wave of corporate take-overs and corporate mergers which are

eliminating many Jobs that have been the foundation of America's solid, middle-

income, middle-class society.

The Labor Department has made two studies of displaced workers whose Jobs

were abolished or plants shut down since 1979. They found about 11 million

workers lost their jobs in each of two five-year periods.

Fifty percent of the lost Jobs were in basic manufacturing primary metals,

transportation equipment, and machinery.

Two-thirds of the job losers were blue-collar workers and one-third were

white-collar workers.

One-third of the displaced workers were unemployed or out of the labor force

at the end of the second five-year period.

The average real earnings loss for displaced workers who subsequently found

a job was 10 to 13 percent but 30 percent of the re-employed blue-collar workers
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and 24 percent of the re-employed white-collar workers had earnings losses of 25
percent or more.

This adds to the accumulating evidence that the shift of jobs from goods

production to service and sales jobs Is leading to fewer middle income jobs and

more low, wage jobs.

Average earnings in manufacturing are over $400 a week. But in the areas

where the most jobs are created, in the service sector, average earnings are much
lower $177 a week in retail trade, $269 a week in the service industry.

There are more than 15 million workers in America who are paid at or around

the federal minimum wage of $3.35 an hour far below the $5.30 an hour

necessary for a wage earner to lift a family of four out of poverty.

And the minimum wage law has not changed in six years even though the cost

of living has increased 25 percent, reducing the real value of the $3.35 minimum to
$2.50.

To this country's shame, only one-third of unemployed workers are getting

unemployment insurance payments.

America's middle class is suffering also with a drop in family buying power.

Median annual income for all American families measured in dollars of

constant buying power dropped 4.5 percent from 1979 to 1985 from $29,029 in

1979 to $27,735 in 1985. The loss of family income would have been far bigger if

there had not been a big increase in the proportion of two-earner families since

1980.

The country is moving toward a split-level economy with more high-pay,

high-skill jobs for a few executives, scientists, engineers, professionals, and

managers at the top with more low-pay, low-skill, part-time, temporary, high-

turnover jobs at the bottom but a smaller and smaller share of middle-level,
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good-pay, permanent, full-time jobs, the kind of jobs that offer hope and

opportunity and entry into the middle-class mainstream of American life.

US. Productiveness

Workers in this country produce more goods and services per employee or per

hour than workers in any other major industrialized country in the world.

American workers and industries in 1985 were one-third more productive than their

counterparts in Japan and the United Kingdom and one-quarter more productive

than Italian workers, according to Bureau of Labor Statistics data on production

per employee in 1985. Productivity levels in West Germany and France came

closest to those in the United States but still lagged by 7 percent.

Recent estimates of manufacturing productivity in output per hour show the

United States leading Great Britain by 100 perc-nt, Canada by one-third, Germany

by one-quarter, and Japan by 9 percent.

The 1987 report of the President's Council of Economic Advisors comes to

the conclusion that "the deterioration of international cost competitiveness in U.S.

manufacturing during the first half of this decade was the result of the real

appreciation of the dollar, not sagging productivity growth or excessive wage

increases."

However, even if international trade and international exchange rate

problems of the United States were to be solved overnight, America's productive

position would still depend heavily upon human and capital resources.

Var!ous studies of American economic growth demonstrate the importance of

education and training in contributing to productivity and innovation.

The nation's productivity and competitiveness depends first and foremost on

the quality of America's workforce. It is the people of the United States who are

the foundation and the source of economic achievement and future progress.
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The knowledge and experience, the education and training, the know-how and

know-why of American workers are key factors in explaining productivity and

competitiveness.

The social and political traditions of the nation's democratic society, the

freedom and flexibility of its diverse, pluralistic society, and the institutions of

free trade unions and collective bargaining are also essential ingredicnts in the

national pursuit of higher productivity and a greater degree of competitiveness in

the world economy.

Clearly capital plays a key role in econmic growth and productivity. Capital

provides the tools for production, and the infrastructure needed to support

development.

Another important factor in productivity is the complementary activities of

labor and management. Good labor-management relations are an important factor

in blending together innovation, capital, and work in achieving improved output and

competitiveness.

Because of this committee's jurisdiction, I would like to address issuesdealing

with education, training, employment and labor that play a role in enhancing the

nation's competitiveness

Education

From its earliest days, organized labor has been in the forefront of the effort

to establish and expand educational opportunities for workers and their families.

The best possible public education should be available for all who seek it to the

limit of their potential for achievement. This country should have an educational

system that will extend the promise of a democratic society to all citizens and

provide the nation with an educated and skilled work force for its enrichment and

defense. Therefore, labor has champioded the establishment of a universal public
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school system. We have advocated compulsory schooling, quality vocational

training, English classes for new immigrants, rigorous curriculum in the classrooms,

recognition of the dignity of teachers through organization and just wages, federal

aid for elementary and secondary education, and federal financial aid for higher

education. Investment in education is investment in human capital. Thus,

education has to be a priority.

While more needs to be done, America has made considerable progress in

educational achievement. In 1900, ten percent of the U.S. young people graduated

from high school; today, 74 percent graduate. In 1970, one of seven workers had a

college degree; in 1986, one of four workers has a college degree. These results

would not have been possible without government programs -- Head Start,

Chapter I, TRIO, Pell Grants Guaranteed Student Loans and other programs that

expand academic and cultural standards.

We compliment the Congress fcr supporting these targeted programs, and we

urge continued support. The essential loca! management of education must be

augmented by federal help and leadership. Educationally disadvantaged students

from low and middle income families have gained from the Chapter I programs of

the Education, Consolidation and Improvement Act (ECIA) and even more from the

earlier Elementary and Secondary Education Act (ESEA). These services should to

available to every child who is eligible at the elementary school level rather than

the approximately 45 percent currently receiving benefits. Chapter I remedial

services at the secondary level should be authorized. Similarly, funds to assist

schools in desegregation must be maintained.

The vocational education program proves modest amounts of federal funds

can lead to programs that raise standards, expand opportunities for the

disadvantaged and disabled and encourage partnerships with labor and business.
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The AFL-CIO supports a continued federal commitment to a leadership role in

vocational education and opposes the proposed phaseout of funds.

in terms of higher education, we urge Congress to seek ways to improve on

the grant/loan-work package of the 1960s and 1970s and we urge you to oppose

Reagan Administration proposals which would leave college students even more

deep in debt when they graduate. Expansion is needed in programs that provide

work and education such as cooperative education, work-study, Perkins

Scholarships, and maintain in-school subsidy for guaranteed student loans with

modest interest rates if higher education is not to be limited only to the very

wealthy. Pell Grants and guaranteed student loans have in the past openedthe

doors of higher education to low and middle income families and to increasing

numbers of minorities. These grants should not be sacrificed to the

Administration's pilot program which has escalating interest rates and already has

been found wanting even by the people who are expected to provide the loans. The

President of the Consumer Bankers Association, whose membership provides more

than 80 percent of total student loans in the United States, termed the

Administration proposals wholly unacceptable and predicted that few if any lenders

will participate.

The nation must prevent . gher education costs from restricting opportunity.

Tomorrow's youth will come increasingly from single-parent, low-income, minority

families. The poorest segment of today's population will be the workers of

tomorrow. When these young people enter the labor force, they will need

something better than the pay levels of the service jobs being created today.

Worker Training

The AFL-CIO has long supported humaa resource and productivity

development through more and better education, training, retraining, upgrading,
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and upward mobility oportunities for all workers, both employed and unemployed,

including dislocated workers and low-wage workers. Jobless workers should have

the opportunity for training in skills '!gat lead directly to jobs. There should be

better job placement through a strengthened nation-wide Employment Service and

better matching of workers and jobs. All these efforts can add to the nation's

competitiveness.

The task force appointed by the Secretary of Labor to study the problem of

plant closings and worker adjustment, in its January 1987 report, declared that

adequate advance notice is essential for successful adjustment programs and the

task force declared that serious problems of worker adjustment and local

community adjustment now occur because corporate management rarely gives

adequate advance notice.

The federal government has a responsibility to protect U.S. workers and local

communities against the devastating consequences of plant shutdowns and mass

layoffs. In order to adequately plan for adjustment, corporations must be required

to provide adequate notice c I corporate intentions to close a facility and provide

other protections for workers and local communities, including active and fully

financed labor market programs, with job training and adequate income support.

Such a program must build on the Current Title III Displaced Worker program, and

in addition to, and not a substitute for, an effective Trade Adjustment program.

The new program should involve more active participation by labor and

management at the national, state, and local level.

Union-Education and Retraining Efforts

The Education and Training for American Competitiveness Act 1987 is a

welcome proposal that builds upon existing proven programs, and expands them to

more effectively Jeal with today's problems in literacy training, vocational

. C
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education, and math, science andt foreign language training. The new trade-

impacted worker assistance provision would provide needed Income for workers

while undergoing retraining, but are currently not-receiving either Unemployment

Insurance or Trade Adjustment Assistance.

Unions have been working in partnership with industry, local government,

often ,through collective bargaining to address many of these education and

retraining problems:

1. The United Auto Workers/Ford Motor Company Employees

Development and Training Program and a similar joint program of the UAW at GM,

established in 1982 offer training, retraining and developmental opportunities for

active and displaced UAW-represented employees. The programs have a national

framework but are essentially a local undertaking. Basic skills, counseling and job

search techniques are offered in-plant, and the program can take the UAW member

into college classes.

2. Training and Education provisions of 1986 contracts of the

Communications Workers of America and the International Brotherhood of

Electrical Workers in the telephone industry deal primarily with off-hours personal

and career development training. The C WA/AT&T program will be administered by

a new non-profit corporation, the Alliance for Employees Growth and

Development. It will provide career counseling, and retraining from accredited

colleges and schools to active and laid-off workers. CWA and Pacific Telesis have

a similar program coordinated through California's extensive community college

network.

3. AFSCME District Council 37 and the City of New York offer adult

literacy, basic education, high school equivalency and career training programs.

More than 1000 are currently enrolled.
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4. The International Ladies Garment Workers' Union (ILGWU), with four

other AFL-CIO local unions in New York City, run a worker-family education

program for learning English as a second language. The 35-week program is run

cooperatively with the State Education Department and the New York City Board

of Education. Almost ZOO students have enrolled.

S. Most of the building trades unions and many of the metal trades, and

printing trades unions run extensive apprenticeship and upgrading programs. These

programs not only provide the basic skills for craftsmen, but also keep those skills

up-to-date. These programs are usually jointly developed with management,

6. Various maritime unions have established extensive residential training

facilities for new recruits, as well as for upgrading and promotion opportunities.

These are but a few examples of the ways unions are working cooperatively

with new strategies aimed at fulfilling their traditional goal extending the

opportunity for education for all who need it. They may be models from which

others can learn as collective bargaining cooperation tailors solutions to specific:

needs. Organized labor's historic commitment to expand educational opportunities

will be even more important in the new work place and the new technologies of the

future.

The experience of the United Auto Workers with General Motors and Ford on

jointly developed education-training-retraining programs, and the experience of

other unions working jointly with management on education and training and

dislocation-avoiding or dislocation-reducing programs suggests that there Is a vast

and only partially tapped opportunity for constructive labor-management

cooperation on productivity-raising training.
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Such training Is useful and beneficial to workers and employers In raising

productivity and enhancing competitiveness. It also provides invaluable assistance

to workers who face displacement and dislocation.

Labor Programs to Enhance Competitveness

Let. me note that there are other actions in addition to education and

training which contribute to the nation's productivity andcompetitiveness.

Pay equity for women, and other anti-discrimination, equal employment

opportunity, and affirmative action not only have basic social justice objectives but

they altto encourage workers to achieve thier fullest possible productivity in the

economy and hey encourage employers to employ workers up to their fullest
potential.

Likewise day care, parental leave, and other family protection legislation will

not only strengthen family life but also enable workers who are parents to

participate in the economy more freely and fully, without fear and anxiety about

their children.

An updated minimum wage would assure that the earnings of workers at the

bottom of the economic ladder will be brought back into line with the earnings of

other Americans.

Labor-Management Cooperation

An important element in competitiveness is good labor-management,

relations. Good labor-management relations are achieved through building upon a

solid collective bargaining base that allows workers to participate in the decisions

that affect their work, work-place, and return for their work. The democratic

Involvement of workers through their unions in collective bargaining and In special

additional new cooperative programs has raised the productivity of America's

industries.
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Unfortunately, too often, Instead of labor-management -,aoperation, instead

of management acceptance of workers' right to organize and bargain collectively,

workers and their unions encounter active management hostility and union-busting.

Such actions by employers are unconscionable. The nation's basic labor law

promises to workers the right to organize and to bargain collectively with

employers through representatives of the workers' own choosing without employer

coercion and without violation of workers' basic civil liberties and human rights.

Too often workers' rights are violated directly by management in collusion

with sophisticated, expensive, union-busting consultants. And too often workers'

rights are violated indirectly, as for example, by "double-breasting" contractors

who set up low-wage, non-union companies to compete with their own unionized

operations.

Conclusion

The AFL-C10 will strongly support genuine, constructive action to increase

America's competitiveness by improving the nation's education, training,

employment, and labor-management relations.

The provisions of H.R. 90 plus the other elements included in last year's

House passed Trade bill (H.R. 4800) would be major steps to help make America

more competitive.

Thank you, Mr. Chairman.

Attachments:
AFL-CIO Reviews the Issue: Report No. 9, Competing in the
International Markets.

AFL-CIO Reviews the Issues; Report No. 10, Trade Job Loss:
2.5 Million.
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COMPETING IN
INTERNATIONAL MARKETS

The competitiveness of American
Industry Is a major factor In the jobs and
incomes of the American people. A falling
firm or declining Industry has repercussions
far beyond the Impact on the workers directly
affected. Communities need the taxes paid by
industry, and the lost purchasing power of
unemployed workers ripples through the
economy as other businesses and workers see
the demand for their products and services
shrink.

Most nations manage their economies
and structure their trade flows to promote
their own industries and economic
development. Currencies are devalued,
specific products and industries are subsidized,
and ayarlety of actions are taken to regulate
Imports and exports. Many countries deny
worker rights and protections and actively
engage In predatory practices to enhance
profits and "competitiveness."

US. economic policyrnakers, by and
large, reject the notion that the government
has a positive and necessary role to play In
adjusting to the realities of International trade
In order to promote the growth of domestic
production and employment.

The competitiveness of one American
company with another depends on factors such
as the price, quality, avhilability, and
perceived attractiveness of products. Prices
are based on costs such as wages,
depreciation, interest, transportation and
materials as well as profit considerations.
Productivity improvements can reduce costs
and expand output. Styling and marketing
techniques sway consumers 'in their purchase
of many products. A critical factor is the
distribution network for the product.
Reaching customers is Important, as is
convincing them that the product will be
serviced.

JAN. 1 987

But American companies are often no
longer American.companies, but multinational
corportations that locate and operite almost
anywhere In the world.

The Multinational Corioration
The unrestrained, self-directed actions

of US. based multinational corporations have
adversely affected America's competitive
position In world trade. A large share of
exports and Imports are intro-corporate
transactions, taking place within the structure
of International firms. Multinational
corporations, in 19113, received 46 percent of
all US. Imports with one-third of their
imports shipped by their own affiliates In
foreign countries.

Corporations shift the production of
goods out of the United States to talcsadvantage of policies of other natic
affecting wages and working conditions, labor
standards, taxes, and changes In currency
values. And they actively seek to shape the
national policies that affect them. They canshift U.S. technology and production know.
how quickly erasing the technological
advantage of the Usuted States in producing
goods.,

American multinational companies'
employees In other nations now account for
6.6 million or 26 percent of the total; and In
manufacturing, foreign employment accounts
for 4.1 million or 31 pe.ceht or the
employment of US. multinational
manufacturing corporations.

US. trade policy must take into account
the activities of multinational corporations In
shifting plants, employment and technology
out of the United States and the resultant
weakening of the US. economy.
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Effect of Exchanae Rates
When comparing products between

nations, the competitive position can change
dramatically when currencies must be
exchanged to complete the transaction. A
Japanese product, for example, has an
American price only after the exchange value
of the dollar and yen are determined. Thus,
the cost of foreign goods In dollars Is not
determined solely by the colt or efficiency of
production In the U.S. and foreign nations, but
by the number of yen, marks, or franks that
can be purchased by a dollar. When the value
of the dollar goes up as it has In the 1980s, It's
much easier for foreign businessmen to sell in
U.S. markets and U.S. exports become more
expensive to foreign buyers.

The steep rise In the value of the dollar
In recent years has dealt a severe blow to U.S.
exports and helped flood the country with
Imports. From July 1980 to March 1983, the
dollar rose 93 percent against the Se
value of currencies of 131 trading partners It
has since fallen only slightly and Is currently
about 34 percent above the July 1980 level.
In other words, a U.S. manufacturer
*competitive" with imports In July 1980 might
find Its goods 84 percent more expensive In
late 1986 as a result of the rise In the value of
the dollar.

The exchange rate has been volatile
against some major currencies falling sharply
after a sharp rise. The dollar rose 42 percent
against the yen from October 1978 to
February 1983, and the dollar rose 91 percent
against the mark from January 1980 to
February 1983. From February 1983 to
October 1986, the dollar dropped 60 percent
against the yen and the mark.

Although the value of the dollar is still
much too high on average, Data Resources
Incorporated, an economic consulting service,
estimates that the recent fall in the dollar
against the mark and the yen has given the
U.S. a manufacturing cost advantage with
Germany and put U.S. manufacturing costs on
a par wlth Japan. However, the U.S.
continues to have substantial trade deficits
with both nations.

There are also a number of countries
whose currencies do not fluctuate because
they hold their currencies at an artificial
value In terms of the dollar. These include
South Korea, Taiwan, Singapore and Hong
Kong.

2
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A government can keep Its currency low
by offering to exchange It for foreign
currencies at a value that will make Its
exports cheaper for foreigners to buy. The
exchange rate will also be affected by the
policies a country has toward the Inflow and
outflow of foreign Investment funds.
Countries that regulate the Inflow and outflow
of funds are In a position to use this means to
alter the value of their currency.

What Caused the Rise hi the Dollar's Value?
The sharp rise In the value of the dollar

after 1980 was triggered by a large Influx Into
the United States of money from foreign
Investors wanting to take advantage of high
U.S. Interest rates. Interest rates In the
United States went up sharply In the late 705
and early 80s as the Federal Reserve Board
tightened credit and raised Interest rates to
compensate for the Reagan Administration's
tax cuts and to slow the economy In order to
fight Inflation. The tight credit and high
Interest rates were the major factor in
producing the deep recession which began in
1981. Another cause of high Interest rates Is
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the huge federal budget deficit. The budget
deficit was caused primarily by the misguided
tax cuts of 1911, the sharp rise In defense
spending, and the effect; of recession In
slowing the growth of tax receipts. The
increase In federal Decoying to cover the
deficit has put a heavy drain on the nation's
savings and kept upward pressure on interest
rates and the value of the dollar.

US. trade has also been hurt by the debt
problems of developing nations. The
International Monetary Fund has required
Latin American nations in particular to reduce
their imports and increase exports In order to
earn the foreign exchange to service their
debts.

The misguided economic policy which led
to the high value of the dollar was pursued
with little apparent regard for the effect on
the value of the dollar and on US.
competitiveness. Most nations recognize the
trade advantage that the exchange rate can
give them, and conscious!. try to keep the
value of their currency low.

What Is the Correct Exchanle Rate for the
Dollar
Tge value of any nation's currency should

in theory tend toward a value that would
equalize the value of Imports and exports and
help protect the nation from Job losses and
general economic damage from excessive
trade deficits. For example, If consumers in
the United States wanted to buy more foreign
goods, the value of the dollar should fall as
dollars are offered for the foreign currency
needed to purchase foreign goods and, as the
dollar fails, fewer and fewer goods could be
purchased: A fall In the value of the dollar
would make US. goods cheaper and more
should be sold, and the purchase of more US.
goods by foreigners would cancel out the
adverse effects of any increase In imports.

Under the same principle, a low-wage
country should not be able to produce all of
the goods for a high-wage country. If a
country, such as Korea, wanted only to sell
goods to the United States but holds back US.
exports, Korea would have `too many" dollars.
The dollar should drop In value in terms of the
Korean currency raising the price of Korean
goods and curbing their sale.

It Is this theoretical tendency for
Imports and exports to balance under Ideal
circumstances that Is the bails for economists'

belief that every nation can compete and gain
even though overall costs including wages
might be high. In practice, however, this Is
not the case. The fact that nations
manipulate exchange rates and trade flows
means that the United States must take
positive steps to keep exchange rates In line In
order to reduce trade deficits and prevent Job
losses due to unfair trade practices.

How Can Hlth-Oars Nations Cain from
Trade?
exchange rates will, according to theory,

adjust automatically to strike a competitive
balance between Imports and exports If all r
trade took place on a fair basis with no t
constraints, political or economic, and
resources, Including labor, were fully
employed. If exchange rates performed as t
they were supposed to and prevented trade S'
deficits, country's overall wage level would
not determine whether It will have a
com petitive advantage In trade. A deficit
would automatically call for a fall In the value
of the dollar.

A number of problems make It
Impossible to rely on exchange rates and
market forces to balance trade. Nations try
to gain trade advantages by manipulating
exchange rates and trade flows. Trade
barriers are set up, Industries are subsidized,
and

`monetary
and fiscal policies are managed

to provide advantages which will raise
employment and Incomes. Any nation that Is
passive In this environment stands to lose Jobs
and Incomes to other countrles.

The actions of underdeveloped nations,
with high unemployment and scarce
manufacturing plants, machinery, and
equIpraent, present an additional problem of
rationalizing the trade theorists' Ideal world
and present day mantles. These countries are
anxious to attract manufacturing facilities and
jobs from more advanced countries. They
commonly offer tax breaks, market
protections, low wages, and other `Incentives"
for multi-national companies to move
production facilities out of the United States.
The low wages In the "host" countries generate
little consumer purchasing power and result In

loser demand for goods In general.
Ironically, the low-consumer demand In the
host country often means a vicious cycle of
production that competes with other American
firms in markets at home and In developed

I'
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countries. Low-wage competition Is
frequently perpetuated by authoritarian and
totalitarian governments In many
underdeveloped countries and trade unions
operate under various degrees of constraint or
repression.

Subsidies
Subsides to an Industry or to exporter

products enable a country to lower the
products price ,and , give It an advantage In
trade. Common subsidies are tax breaks or
lower, Intereat rates for certain Industries or

If' industries have pretty much equal
access,to Investor fads, a nation's industries,
should' have the same relative level of<
development In terms of the machinery and
technology used to produce goods. This would
Include the service Industries, housing 'and
government Infrastructure, as well as goods
traded between nations.

A nation that LI willing to shortchange
some sectors, such as government services or
Musing and favor certain industries, can gain
a competitive trade advantage In particular
products. Industries usually favored are high
value Industries which are essential for a
modern economy such as steel, automobiles,
machinery, and high tech industries. .

Trade Barriers
Nations that favor certain Industries to

give them a competitive advantage often
protect their less favored Industries with trade
barriers. In this way, a nation can select those
goods that will be exported and those that will
be Imported. Goods generally favored for
Import are raw materials and other goods that
cannot be produced at home.

The Import of some goods may V.,
allowed only until the domestic capacity for
such production Is developed. In the case of
housing and government Infrastructure, the
lack of development caused by policies heavily
favoring export industries often means austere
living conditions for a nation's population.

The protected home market also allows
firms to sell at higher price In the home
market than It charges In the US. market.
This allows It to undercut competition In the
United States while maintaining Its own
financial strength. This predatory pricing
called "dumping" violates US. law and
International agreements. But proving that
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such violations occur Is very difficult, and
even it p.uvo, the remedies in the United
States are cumbersome and Inadequate.
Often, by the time dumping cases are resolved
In the United States, the company Is out of
business or has suffered an Irrevocable loss of
Its market share.

Countries fear the Import of foreign
goods that compete with their export
Industries, even If the foreign goods have
higher prices. In many foreign countries,

e are fond of American styles, and might
significant quantities of American goods

even If they cost more than the same kind of
products produced In their country. The
Importation of such goods Is often blocked to
prevent them from taking a sizable share of
the home market and reducing the growth of
domestic industries.

Trade barriers also Include practices
which force producers to sell their technology
or to build plants In the foreign country. US.
companies are often required to build foreign
plants and employ local residents as a
condition of access to foreign markets even
though It would be more profitable for the
company to remain at home and export. An
added danger to US. Jobs Is that, once built,
the new plant may be required to export back
to the United States.

Countries may also restrain the
distribution of certain foreign goods. In many
cases, wholesalers and retailers are
dscotraged from carrying foreign goods and
unreasonable or discriminatory standards are
utilized to restrict Imports.

Summary
Much of the economic decline In US.

goods producing Industries and the huge trade
deficit Is caused by misguided economic
policies and the failure to deal appropriately
w.th the realities of international trade and
Investment and not a sudden or chronic loss tf
US. competitive ability. This Administration
refuses to face the fact that free trade exists
only as an empty slogan and a theoretical
abstraction. Other nations manipulate product
prices and exchange rates and erect trade
barriers In order to promote and protect their
workers, Industries, and communities.

Prepared by Bill Cunningham
Economic Research Department
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A
Reviews the Report No.% o

TRADE JOB LOSS:
2.5 MILLION

The enormous trade deficit is a key
element in the nation's recession levels of
unemployment. The trade imbalance
cost the United States about 2.5 million
jobs in 1986. Saving those., two and one-
half million jobs would Shave reduced the
unemployment rate from Its 7.0 percent
range down to 5.0 percent well on the
way to the four percent target mandated
by the Humphrey-Hawkins 4 Full
Employment and Balanced Growth Act of
1978.

More Important than the precise
number of job losses, however, Is the
massive economic upheaval and the
individual human suffering such losses
represent, and the ominous implications
for the future as U.S. living standards
fall.
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Trade's Widespread Repercussions
in January 1986, the Commerce

Department published a detailed
evaluation of the impact of trade on
employment based on the experience in
1984. The analysis pointed out that the
trade-employment linkage includes not
only the direct effects of exports and
Imports on jobs in a specific industry, but
also many indirect effects that
reverberate throughout the economy.

international trade and domestic
steel production, for example, are
interrelated In numerous ways. (See
Fig. 1.) The huge quantities of foreign
steel brought into the United States have
devastated output and employment in the
nation's steel industry. Many of the
cutbacks have been the direct result of
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imports. Imported steel sheets, bars, wire
and so forth have directly displaced
production and jobs that would have
arisen In the United, States absent such
imports.

But trade and steel are tied
together in many other ways as well. For
example, such products as automobiles,
trucks, and appliances require
considerable amounts of steel In their

imandacture, and the massive importation
of these, and other goods containing
foreign steel, have displaced U.S.
production and jobs. Thus, many non-
steel imports have had sizeableindirect
effects on the domestic steel industry.

In addition, as., the domestic steel
industry cuts back, the industry sharply
reduces Its purchases from suppliers, who
in turn curtail their purchases of steel and
of products made from steel. When the
steel industry, purchases less coal, for
example, the coal industry will in turn
require less equipment embodying steel,
and the railroad industry will ultimately
purchase a lower quantity of rolling stock
and rails because of diminished coal
shipments.

To be comprehensive, estimates of
the influence of trade imbalances on
unemployment must take into account
these complex interrelationships. Several
organizations, both public and private,
have : studied these relationships and
traced the myriad interconnections
involving trade, output, and employment
among Industries. The implications of
trade at the state level have also been
explored.

Such investigations uniformly
demonstrate that the nation's terrible
trade deficit has had devastating effects
on employment and production in this
country, and that manufacturing
industries and the regions dependent on
manufacturing have suffered the most.

Total lobs Last due to Trade
The United States racked up a $123

billion deficit on its trade in merchandise
In 1984. As a result, employment. was
between 1.3 percent and 2.7 percent
lower than it would have been if trade
were balanced, 'according to the

-2-
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Commerce Department analysis. This
represents between 1.1 and 2.4 million jobs
in 1984.

To estimate the employment changes
associated with trade in 1984, the
Commerce Department used three different
approaches. The lowest estimate (a 1984
loss of 1.1 Milii011 joka) resulted from
looking at the net Implication of trade
Imbalances In 1984 alone, us1,4 historical
relationships among industries. The high
estimate (a lOss of 2.4 million jobs in 1984)
stemmed from an evsluatiun of the effect
of the change in the composition of trade In
recent years, although the same
interindustry and employment relationships
were used.

Both the high and the low estimates,
while accounting for the nation's complex
industrial structure, intentionally do not
take into account the overall performance
of the economy. Implicit in the first
approach is the assumption that trade in
each sector could be balanced, and, in the
second that the pattern of trade- could be
kept the same without any overall economic
effect 'Or feedback.

In contrast, a third approach, with an
estimated loss of 1.8 million Jobs in 1934,
assesses trade and employment relationships
within the context of the overall economic
environment. This analysis assumes that the
United States undertakes a set of policies
designed to bring about a trade balance.
These include negotiations with other
nations that result In their reducing trade
barriers and unfair trade practices that
harm the United States, along with
agreements that key trading partners will
implement government spending, tax and
monetary policies that speed up their
economies and thereby help. reduce the
United States' trade deficit. The new
element In this phase of the Commerce
Department's analysis is the allowance for
the feedback from such factors as interest
rates and inflation when the pace of the
U.S. economy quickens due to the trade
deficit's decline. Simultaneously,
employment and output are traced through
the nation's industrial -structure, as in the
Department's two other analyses. The
resulting trends in employment and output
are then compared to those likely to occur
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If no effort is made to eliminate the tradp
deficit.

Updating these job loss estimates to
1986 requires adjusting for the deterioration
In the nation's trade deficit over the last
two years. In 1916 the merchandise trade
deficit was running at an annual rate of
about $173 billion, a full forty percent
increase from the $123 billion deficit posted
two years earlier. Adjusting the Commerce
Departments' estimates for this additional
deteriorittion Indicates that between 1.3
million and 3.4 million jobs were lost last
year. When updated, both the mid -level
and the average of the Commerce
Department's estimates Indicate that the
United States last 2.3 million jobs because
of the trade deficit in 1986. (See Table 1.)

Thus, the consensus of- the three
updated Commerce Department estimates Is
that 2.5 million jobs were lost in 1926 due to
the nation's hi e deficit. if trade
were balanced and 2.3 million more people
were employed,- the unemployment rate
would now be 3 percent-instead of 7 percent
as has prevailed for over two years.

Trade and Wintry Employment Patterns
while the Influence of the Import

surge has spread throughout the nation's
economy, the harmful effects have
disproportionately fallen on particular
Industries, occupations, and areas. Of the
nation's many different products and
services, output originating in
manufacturing has been most heavily
affected by trade.
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The Commerce Department's estimates,
ievised to 1986, indicate that job
opportunities In U.S. manufacturing dropped
by 2.6 million because of the trade deficit.
(See Table 2.)

The industries that lost the most
employment opportunities and their number of
lost jobs were: textiles, 631 thousand;
electrical and electronic equipment, 475
thousand; the three metal , Industries
combined (primary Iron and steel, primary
nonferrous, and fabricated meta' products),
342 thousand; leather and teeth. r products,
208 thousand; and motor, vehicles, 171
thousand. The lost employment opportunities
presented here differ from the net change In
jobs the Industries actually.experienced. The
former i.e., the job opportunities forfeited
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because of trade - represent Jobs that would
have been available under the assumption that
the nation's trade balance were better than It
actually was. For example, given the growth In
the nation's economy and In the demand for
various goods and services, lUtrade hid been
balanced and -demands were' satisfied to a
greater eutent t by domestic production, many
domestic Industries that lost jobs would have had
job 'increases, and industries that posted' net
employment additions 'would have-enjoyed even
larger increases: .

Reajonal Employment Disparities
The unequal pattern of trade burdens has

led to recessionary conditions In many states and
areas. .The geographic contour of job losses
bears the definite -Imprint of trade's industrial
Influences. In particular, those regions where
trade-sensitive manufacturing Industries are
located have experienced 'slieable losses in job
oportunitles. '

Data Resources, Inc., a private economic
consulting organization, evaluated trade's
influence on the nation's regional employMent
patterns in 1934. (See Table 3.)

Such large Industrial states as
Pennsylvania, Michigan, Ohio and New York have
all seen huge numbers of jobs evaporate due ro
trade. But several Sunbelt states, including
North Carolina, California and Texas, also rank
at the top of the job loss list, and many other
Southern states are among the worst losers.

Because the economic devastation related
to trade has caused local tax bases to erode,
such areas cannot, on their own, help workers
and Industries harmed by imports. Federal
action is essential.

What must be done?
The problems caused by America's

massive trade imbalance require comprehensive
solutions. Urgent action is needed to require
countries that have excessive trade surpluses
with the U.S. to Immediately begin to reduce
those surpluses. U.S. trade remedy law should be
changed to require quicker and more forceful
action against imports that are either dumped or
subsidized, as well as timely and predictable
relief for industries and workers that are injured
by Imports. U.S. law must also be updated to
deal with practices like Industrial targeting and
the denial of worker rights. Tax and tariff
incentives for business to move production
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ovaseas should be terminated. In addition,
mem Ingful financial assistance, training, job
sea.ch and relocation assistance must be re-
established for workers who have lost their jobs
because of trade.

r
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Chairman HAWICINS. Thank you; Mr. Oswald.
The next witness is Mr. William Spring, Vice President Federal

Reserve.Bank of Boston.
Mr. Spring, it is 'a pleasure to welcome you back to the scene of

your earlier contributions to this committee. We look forward to
your testimony.

Mr. 'SPRING. Let me begin, Mr. Chairman, and Mr. Jeffords, by
saying how delighted I an for this opportunity to testify before the
House Education and Labor Committee and in the Carl Dewey Per-
kins hearing ItOM.

I worked for Senator Gaylord Nelson, as you know, from 1963 to
1973, on his' personal staff in the other bodyI guess we can say
the Senate now, can't weon the Senate Committee on Employ-
ment and Poiterty, and I think in those days we forged, not only a
bipartisan which is difficult enough, but even a bicameral approach
to employment and training policy, which made it not easy, but a
pleasure to work in that process, and to be part, of that team trying
to build a system in this country which really works. So it is a
pleasure for me to be able to return now and speak before the com-
mittee.

Let me say a word about the Federal Reserve System. I am now
a vice president for district community affairs in the Federal Re-
serve Bank in Boston.

My job in Boston includes working with education and employ-
ment and training issues in Boston, Massachusetts, and New Eng-
land and with reinvestment account issues throughout the first dis-
trict. But I am here today' as a person who has had some experi-
ence in this field, not as a representative of the Federal Reserve
System.

Let me ask that my statement be printed in the record and ask
permissioh to file a few other docuthents, which I think are rele-
vant to this.

Chairman HAWKINS. Without objection, both the statement and
other documents to be supplied by the witness will be entered in
the record.

Mr. SPRING. Thank you, Mr. Chairman.
I am going to emphasize three principles as I talk about the

building of our current employment and training system. What in-
formation we have about that, the relevance to some extent of Eu-
ropean experience, the relevance of what we have been doing in
Boston and Massachusetts' and throughout the JTPA system, to
adult training and competitiveness, and finally make some recom-
mendations.

Those basic principles are as follows: One, the essential nature of
having accurate information, of people, all the actors in this situa-
tion knowing that facts. John Dunlop often Makes the 'point that in
labor managenient bargaining having agreed on facts is the place
where you begin. So long as you can claim that the other fellows
facts are inaccurate you have no place to reach any kind of stand-
ing bargain.

The second is the importance of labor market institutions. We, in
this country, like to do things from a distance, with as little gov-
ernment involvement as possible. But I think in the labor market
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you have to build institutions that work, and in some ways we are
only half way there.

Finally, on accountability, which I don't ,need to pursue, but I
think it is very important that elements of the system be accounta-
ble to themselves and to others fortheir .performance for what they
accomplish. That, is not a private-sector view. think that is just a
good management view but one that is often evaded in structures
which rely on, the political processfor their funding.

That haying been said, let me begin. The pressure on Congress to
act on training pOlicy in 1986 and 1987 brings us back to where we
were, in, some mays in 1960-62 period, when the-manpower develop-
ment and training act Was formed.

In that period,.as in this, there: have been periods of high unem-
ployment, and in that period as in this period, there are fears of
what new technology will do to jobs and eropaoyroentat that time
it was called automation, now it is microism.

Robert Theobold in those days wrote a bountiful book called the
"Triple Revolution," saying that by now none of us would have to
work, we would have to worry about paying people for leisure time
because automation would move so rapidly.

The new element now is international trade. As Lester Thoreau
has documented; the double impact of imports competing with do-
mestic manufacturers and the fall in our own manufacturing ex-
ports, create a sense of urgencywhich.may, in fact, be helpful.

The. Germans and the Japanese established after the 2nd World
War a spirit of collaboration between management, labor and gov-
ernment, when it was clear that their initial survival depended on
those elements:working together.

Well, Rudy, we may be in the same bind in this country now,
and maybe it will produce some value..

The Manpower Development ,and Training Act was the last in a
series of employment and training legislation which was aimed at
all members of the working class, if I may put it that way. In 1933
we established, the job service; in 1935 the unemployment

i
insur-

ance; the ARA in 1961, with some hiatus in the middle; and n 1962
the manpower development and training act, which were all de-
signed to help workers, whoever they -were, and at whatever
income level, who lost -their jobs .to then shave income to sustain
them.

The breakthrough in Manpower Development and Training Act
was to have the Federal Government, pay the stipend and cost of
training. But in 1964, when then Labor, ,Secretary Willer Wirtz dis-
covered the job service and vocational system was not really serv-
ing poor people, well, westarted effon a different path.

Since then we have through CETA, JTPA and a wealth of other
categorical programs focused most Federal attention on low-income
people and with, the encouragement of OMB on quite low-income
people. .

If you look now at the structure of the American training system
and you ask not just where Federal dollars are going but what is
happening,in that whole system, it is in fact, a very, confused and
not well-understood structure, not well understood in anyone's
mind.
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Let me quickly run down the list of institutions which are in-
volved here to get a sense of what I am talking about. Private com-
pany on-the-job and formal training programs,. Mr. Doyle was
saying $30 to $50 billion is spent by private ,firms on training.
There is.some room there.

Friends of mine who work with the data say they don't know for
sure but maybe $8 billion of that total is spent on blue collar line
training.

The rest is spent on highly technical professional management
training. Nos one is sure. We don't have a good reporting system for
that, Although the BLS asks questions which may be better mined
for better information.

There are joint union-managment, apprenticeship training pro-
grams which are excellent I had an opportunity to speak just the
night before last, Rudy,' before a meeting of apprenticeship pro-
grams in New England, and it is truly impressive to see both the
quality, the accountability, and the spirit that this joint labor-man-
ag'ment institution has been able to establish.

It is a program which is paid for in large part by the private
sector. It is a program measured in its success by the ability of the
young people who go through the program to, in fact, do the job on
the job.

But is a program which often involves vocational schools for
classroom training and on the job experience for people coming on.
It is a very fine system.

However, if you look at the data of craft and kindred workers, 12
million in the American economy now, you will find that the larg-
est fractiOn who have any formal training is about 50 percent or
less, 17 percent got their training in the military. Another 15
through technical institutes, and only about 10 percent through
this joint apprenticeship program, which, I think, provides a model,
we might think about expanding.

The unions also operate direct training programs, there are
profit making training institutions, proprietary schools, as they are
called, about which we have very little information but which per-
form an extraordinarly valuable service because they are market
tested. The people get the jobs or word gets around they are not
working. There are not only the job service but private placement
agencies.

The community college and training programs and vocational
technical institutions, maybe 10,000 across the country, we don't
have a clear idea by job title what they are training for and how
successful those programs are. After all, education is designed to
increase the potential of the whole person.

Training is when you have a particular job or a cluster of jobs in
mind that you are aiming at. It would be reasonable to have infor-
mation about where and what institutions provide training for
what jobs on a national, regional, state, and especially local labor
market basis, if it is going to be clear to workers looking for some-
thing, and to smaller businessmen looking for places to get train-
ing, or train those they need, if that information were available.

That is just information, not talking of a bureaucratic control,
just understanding what the system is providing.
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In paying for people in the training systems ve have private pay,
government loans, unemployment insurance supported training
since people have those stipends, and welfare support to stipends.

Finally, wehave training programs under the job training part-
nership and the network of community based organizations, which
this committee has had a great -deal of influence in establishing,
which:provide training novrwith1imited dollars andfor people who
tae quite poor.

This system, as I said, is not well understood by any of the actors
within it or by the nation which it serves. I think that it is impor-
tant for us to recognize that this training system, whether it is
funded publicly, or privately, is part of the American training
system, and if we are going to talk about improving, we have to
start with the facts of what that system provides.

We. began in 1962 and 1966, too, looking closely at what Europe-
an systemeave to offer. Let me say a word or two about what I
believe we can learn from Europe.

We have incorporated in the job training partnership act some
parts of the principle of having managment as well as government
and labor representation at the local level and at the national
level, local level at least for planning.

However, I think the major lessons we have to learn from
Europe are different from overall management.

First, they have to do, with size and scope. In Germany and
Sweden you have one, as it were, Federal employment for every
500 workers, in systems which are integrated, that is to say unem-
ployment insurance, vocational training, job service as assistance
are all in one bureaucratic structure which has this tripartite as-
sistance.

It gives them an opportunity to be flexible within the bureau-
cratic mechanisms at the same time they have the scope to under-
stand whatis happening in the larger system.

I asked a member of the Swedish Labor Market Board, when
they came by the Federal Reserve Bank to have lunch a little
while, ago, how he would explain the fact that the Swedes and the
Germans have so comprehensive a system supported by manage-
ment as well as labor and the Americans have a system, at least a
federally supported system, which touches such a small fraction of
the work force.

I believe it is five percent of the displaced workers touched by
the Title III Program- and even less among poor people touched by
the JTPA program.

He said three things which are interesting.
The good news for this committee is he said if we were working

only with poor people, we could not have built a national system.
That is something. we can do something about.

The other element he said is if we had been trying to get the
Swedish system.throUgh the European economic community parlia-
ment in Brussels, we would%never have gotten it through.

1 don't 'know what this committee wants to do with this attack,
but it is something to think about.

Finally, the job service, or rather a labor market exchange func-
tion in.Germany and Sweden is at the heart of what works in their
system.
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In our country, among the most confused part of our system is
the labor market exchange function.

Imagine, if you will for a minute, what the market for securities,
for stocks and bonds in this country would be without the New
York Stock Exchange. Or without .the curb on the American Ex-
change, as well. That. is a place where buyers and sellers can see
what is for sale, what the price is that is beingoffered.

The market for hiring and .for seeking jobs is a more difficult
market than the stock market because, in,fact, you can buy a stock
and the SEC assures you you. are getting what you pay for.

When you hire somebody, it; may not be as serious as marrying
somebody, but at least it is as serious as a date. You as an employ-
er have a relationship with a person for a substantial period of
time, you hope.

Therefore, employers are very careful about who they hire,
except perhaps in the fast food industry. They normally look for a
reliable intermediary since they don't know people walking in the
door.

That is to say, who recommended you? If you are looking for
staff for this committee, you talk to people on the committee and
others and say, who would you call, who would you recommend?

If you are an employer, you will often call a private employment
agency. Seldom will you call the

is
service, because what the job

service does by and large now is list on its microfiche the jobs
available, show those to anyone comes in the door, and people walk
over themselves.

They don't act as an intermediary at all. So, you have a situation
which for everyone in the labor market is difficult. Middle class
professionals who have extensive personal networks are out of this
problem, but. for working class families, especially poor families, it
a a major problem.

Someone said the best job developers are the mothers and fathers
of middle class kids. if your son is out stealing hub caps, ,you are
going to lean hard on your brothers, sisters, uncles and cousins to
find a job for that child.

If you are a white family in the D Street project of South Boston
or a black family in another housing project in Boston and don't
have those contacts, what do you do?

You are in deep trouble, because we do not have a large function-
ing job service in this country.

In Massachusetts, we have had a 40 percent cut in funds avail-
able for our United Unemployment Insurance and Job Service staff
since 1975 at a time when unemployment insurance claims have
only gone down about 19 percent. It is a vestigial service at this
point.

In Boston, in developing the Boston Compact, we have come to
understand how important a labor market mtermediary is to get-
ting jobs for low income kids.

The story of the .Boston Compactwhich I won't go into in
detailbut in brief, whereas across the whole country the Bureau
of Labor Statistics found for the class of 1985, 19.6 percent were un-
employed in October of graduation and 50 percent of the black
young people were unemployedthis is 50 percent of the black
high school graduates, people who stayed the course, to coin a
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phrabe, who spent 12 years in education, 50 percent unemployment
the following October. In Boston, we have the unemployment level
down to something between five and eight percent. The difference
between black and white unemployment is insignificant.

BLS data analyzed by`Andy Summit at Northeastern shows only
30 percent of black graduates, class of 1985 again, have jobs by
March. That is a 30 percent employment population ratioed to
young people whose labor attachment may be weak.

In Boston, the employnient population ratio for a black high
school graduate in October is 60 percent. The employment popula-
tion ratio for whites is 61 percent. They are really very close.

How is this done? Well, we have threeingredients. One, account-
ability. The private sector has committed itself as part of a larger
effort to improve the Boston school system to provide jobs for
people who graduate from school. Summer jobs for sophomores and
juniors, part-time jobs for kids in their junior and senior year and
jobs upon graduation.

Over 600 firms are part of that network of private firms who are
participating. In each high school we have a career specialist, a
young person 25 to 35, typically.

The first round came from laid-off teachers. We had to lay off 25
percent of our' work force, many of our brightest, most able, most
aggressive younger teachers. Those career specialists work with the
young people, get' to know them well, counsel them on interviewing
technique and job search technique and go out and job develop and
form personal relationships with employers.

Then they arrange those job interviews. It is not a job guarantee
program. A typical person goes through four or five interviews
before they get their act together.

Because the employers of Boston have confidence one by one in
the work done' by those career specialists in the schools, we are
able to secure jobs for a group of young people, high school gradu-
atesthese aren't all the poor young people in Boston by any
meanswho, in fact, have demonstrated an ability to stick with
the task and who, 90 percent of it turns out in the April after grad-
uation are still on the job or had a promotion or have gone back to
school.

It shows the value of a working job service.
So, one institution that -you have to have, in my judgment, is

jobs. Another institution you need is a way in which you can, espe-
cially among smaller firms, pull together the employment needs in
the pprivate sector so they can be effectively met.

This is a problem which the Irish understand and through their
grant levy.system ask firms to put a certain amount of money in a
common pot, a tax, if you will.

If you do training to company standards in your firm, you get
your money back. If not, it is spent on training in vocational set-
tings.

The critical issue is having training done to industry standards
because, as Professor Quinn Mills of the Harvard Business School
has observed in an article written in 1982,-every individual firm is
under pressure to train only for the skills that it needs for its par-
ticular jobs; whereas, each worker and the economy, as well, want
'workers trained as well and broadly as possible so they will be able
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to make those moves from company to company which are inevita-
ble in this volatile labor market.

Mr. Doyle pointed out one of the recommendations of CED is
that companies be urged to carry out broader training. It is diffi-
cult to do if you are in a very competitive market. If you buy a
piece of machinery, once you have it made see it is what you or-
dered, you bolt it down and it will be stay there. If you put two
years into training your machinist, he or she can walk off the job,
go work for a competitor, who perhaps did not make that costly in-
vestment in training.

Finding a way to overcome the public goods problem is a chal-
lenge. Not institutions which the government runs, but institutions
which look something like the joint management training program,
management union training programs in apprenticeship where, in!fact, a number of companies and perhaps worker representatives
agree on a curriculum which is industry-wide and then see to it
that even though individual companies may want only one or two
of the trainees, that collectively their need for trainees is pulled to-
gether, so the quality training can be carried out, quality training
which would be on the job as well as in public institutions.

In this time in which the Federal Government has put less re-
sources and less attention on employment and training, there have
been a wealth of developments at the local level, State and local
level, which I think deserve mention.

I have already talked about the Boston Compact. In Massachu-
setts, the Bay State Skills Corporation and similar outfits in other
states are working with private sector firms. In Massachusetts, the
machinists, the fiber optics industries, have pulled together collec-
tively to contract with community colleges under Bay State Skills
to carry on training.

In San Diego, the electronics industry has a similar program. In
Massachusetts, the industrial services program, somewhat like the
Canadian program, helps firms who fear they are at a point of
nearing lay-offs so they can get workers back on the job as rapidly
as possible.

In California, with unemployment insurance diversion funds, it
is administered by training panels which include labor as well as
management and members of the State legislature which is per-
haps a usefulinnovation. I am not sure.

But we have a wealth of developments at the local level. This
committee itself in the bill it reported out last May in talking
about the need for stipends, in providing encouragement for joint
labor-management training programs, for thinking about the prob-
lem in terms of industries rather than only in terms of geographi-
cal direction, I think, broke important new ground.

As we look forward,, not only to what we will do in the next few
months as part of the budget and the legislative process, but more
importantly as we look forward to the year 2000 and the kind of
training system this country needs, my recommendations would be
!hat we look at having accurate information about what all parts
of the American training system are doing now.

After all, the training system of this country has helped us have
the most productive labor force. It is not a training system which is
of no consequence. It is a very important resource we have, but it
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is one in which we have to think of public and private efforts as
being in the samepart of the same larger national piece.

Secondly, is that we think about constructing those institutions
which are necessary for government to participate in one way or
the other.

Finally, a word about how it is paid for. It seems to me if there
are two weaknesses that we have had in the past, it is too much
concern of who will have responsibility for running programs and
to focus too sharply on how they will be paid for.

There are a couple of proposals around on how this might be paid
for which I think I want to say a word of warning.

Tax-based systems are perhaps helpful, but they are not suffi-
cient. If we have 47 percent of our black young adults reading at or
below the eighth grade level, we need to have a lot of training done
for relatively low-income workers.

These are not workers who currently have individual retirement
accounts. They can't afford to put the money aside. I don't think
you are going to find these workers are likely to take advantage of
an individual training account, either.

Secondly, I think smaller firms are going to be very reluctant,
firms whose existence is somewhat in the balance, in sharp compe-
tition, but firms where many of our new jobs are and where there
is a great need for training.

These firms are going to be reluctant to put money aside into the
training account which doesn't kick in until the firm goes out of
business.

Finally, training accounts of whatever description do not go to
the need to build institutions. The same on the other side of the
tax credits to private firms for training.

First, we have this vast amount of undocumented, on-the-job
training.

Secondly, we have the problem of smaller firmsmany large
firms do an exemplary job in trainingbut most of our work force
is in smaller firms, and for them, with modest profit, if any, a tax-
based system is not going to do the job.

I think it is important that following the Europeans, we take a
look at unemployment insurance az a whole. The Germans in 1969
changed their system from one that replaced income only to one
which is aimed specifically at helping people back to work, and see
if the recommendations move us in that direction.

Finally, I think we should take advantage of the creativity at the
State level to encourage State and local flexibility.

The Job Training Partnership Act, while it doesn't have a lot of
money, has created at the local levels what amounts to local labor
market boards which can look at what is happening. I think we
should take advantage of that system.

I want to end where I began by saying I believe we need informa-
tion, accurate information, information that all parties agree is ac-
curate, covering our entire training system, not just the federally-
funded part.

We need to look carefully at those institutions. I would suggest
especially market exchange institutions and institutions which can
pull together the needs of many small firms as responsibilities of
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the public sector to at least play a role, not to control, but to play a
role.

Finally, if we believe, as Willard Wirtz has been preaching for
some time, that learning is a life-long process, and especially for a
country faced with international competitiveness challenges, we
need workers learning while they are on their current job, not just
when they become displaced workers.

We need to think about understanding and improving our entire
employment and training system, not just the narrow federally-
funded part.

Mr. Chairman, thank you very much.
Chairman HAWKINS. Thank you, Mr. Spring.
[The prepared statement of William Spring follows:]
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PREPARED STATEMENT OP WILLIAM SPRING, VICE PRESIDENT, DISTRICT COMMUNITY
AFFAIRS, FEDERAL RESERVE BANK OF BOSTON

IPA/DING AND COMPS/Inn=

Let me begin, Mr. Chairman, by thanking you for this opportunity to speak

to the issue of training and competitiveness. As you know, I have spent a

number of years working on issues relating to training, as a staff member to

then Senator Caylord Nelson of Wisconsin in his office and on his Employment

Subcommittee, and on Mr. Eisenstat's staff in President Carter's White House.

In all those years it has been a great pleasure to work with you and with .

members of your Committee's staff.

Row I serve as district community affairs officer at the Federal Reserve

Dank of Boston. Hy work includes a concern with trgining issues. Whets Mr.

Frank Morris, president of the Federal Reserve Bank in Boston, was chairman of

the city's Private Industry Council, I served as president. I have also been

active in the development of the Boston Compact and on the State Job Training

Partnership Council. Last fall I taught a short course at the Kennedy School

of Covernment on public-private collaboration in training.

However, I want to state clearly that I am speaking today as an interested

citizen. MY views in no way represent those of the Federal Reserve System or

the Federal Reserve Bank of Boston.

The Elements of the U.S. Employment and Training System

In trying to understand the structure of the training system in the United

States, the first thing to realize is how numerous and diverse the training

efforts are. If ve consider only those institutions that help people train

for and secure specific jobs after secondary education, ve must include:

o private company on-the-job and formal training programs

o joint union-management apprenticeship training programs

o union-operated training and re-training programs
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o profit-making training institutions

o private placement agencies

o community college training programs

o vocational technical institutes

o the Job Service

o Unemployment Compensation assisted training

o training paid for in whole or in part with federal and state welfare

funds

o programs funded under the Job Training Partnership Act.

This list of distinct programmatic.efforts
suggests that this Committee,

as it considers training and national
competitiveness, might vent to take a

look at how the current institutions
in this field relate to one another and

to the national interest.

There is no doubt that a system that
could provide the poor with needed

basic skills, job skills and
access to decently paid jobs would be of enormous

benefit to the nation. This Committee has spent years trying to construct

such a system. But is there a need that goes beyond
the problems faced by the

disadvantaged? The problems faced by "displaced"
workers suggest that there

may be.

The Committee is familiar vith the basic demographic statiatics. At a

time when the exploitation of the
micro-chip means rapid change in job content

and the elimination of many jobs, the supply of entry-age workers - those moat

easily trained on the job - is in sharp decline.
Between 1979 and 1995 the

population cohort ages 16 to 24 will shrink by 20 percent (from 36 million to

28.5 million). This means that more re-training
of existing members of the

work force will be necessary.

How is training now accomplished?
Is our current mix of largely private

training efforts adequate? Among the current 12.8 million skilled 'craft and

16 'c
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kindred workers' (to use the B.L.S. categorization), only a little better than

half received gm! formal training. Among those with formal training, 17

percent of the whites were trained in the military, 16.4 percent in cozPenY

programs, 15.3 percent in tscbnlcal institutes and only 10 percent in

registered apprenticeship programs. The number of highly skilled workers

trained by the federally funded system was not significant.

Most training, then, is done by private firms, informally, on the job.

That system has some real advantages, since training is likely to be carefully

tailored to the specific job to be done. But it has some disadvantages for

the work force as a whole and for the nation's policy of training for

competitiveness.

First, it is difficult to measure the effort now being made to train blue

collar and other non-management workers. As Lawrence Weinstein has written,

until recently training costs for non-executive workers were considered to be

minimal and no record was kept of these expenditures. It has been estimated

that the private sector spends $30 billion to $50 billion on training, but

there is no agreement on the fraction spent on line workers. Most programs

are aimed at executive, sales, managerial and professional training.

Second, as Quinn Mills of the Harvard Business School has pointed out,

individual firms are under pressure to limit their training es much as

possible to the firm's immediate needs. Yet the country has an interest in

people being trained to the maximum of their ability, in programs that prepare

them for a wide variety of specific jobs. If a firm invests in an expensive

piece of machinery, once it is bolted down it will stay in place. But an

individual with two years of training as a machinist can easily move to

another plant, taking the first company's investment with him. So a situation

ran develop where firms are competing for scarce, highly skilled specialists

while reluctant to spend the dollars to carry out training themselves.
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Training for the Disadvantaged and the Development of Federal Policy.

The passage of the Economic Opportunity Act in 1964 was a turning point in

national training policy. Previous training initiatives had been aimed at all

who might need them: vocational education in 1919, the Job Service in 1933 and

the Unemployment Compensation system established in 1935 were all programs

that did not ask a person's income before providing assistance. They can all

legitimately be considered elements of a national employment and training

strategy. The Mower Development and Training Act, Hodes: !a size as it

was, continued that pattern. To-sualifY for most of ita training programs and

stipends, a person had only to demonstrate some previous attachment to the

work force.

The focus of the Economic Opportunity Act - and the training and

employment programs it established - was on helping the poor to learn skills

and gain access to decent jobs, so that they could lift themselves out of

poverty. The Job Corps and the Neighborhood Youth Corps and the other

congressionally mandated programs that followed were designed to bring

resources to those whom the Job Service and vocational education in particular

had overlooked.

These are necessary programs. And with the overall strength of the

American economy in the mid 1960s it was possible to ignore what was happening

in the larger training field. But no longer. We must again consider how we

organize our overall employment and training system.

It is interesting to note that the period just before the passage of the

Manpower Development and Training Act in 1962 was also a time of fear of job

loss. Two recessions led to calls for a more active fiscal policy. The fear

that "automation" would result in high unemployment throughout the economy led

to the drafting of legislation to retrain and reemploy those who were, in

fact, "displaced" workers.
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European Models

In those days people in the employment field looked to European models for

guidance as to the type of institution we ought to establish. The key element

of organization in the German and Swedish systems is joint leadership by

management, labor and government at the national, regional and local levels.

Americans have dreamed about some similar structure here. One step in that

direction is the private sector participation in Private Industry Council

boards, established under the Job Training Partnership Act. The European

systems are characterized by elements we leek: a very strong Job Service with

mandatory job listings and, in Germany, a monopoly on placement activities;

substantial funding enough for an employment and training professional for

every 500 people in the work force; and the integration of training and income

support for the unemployed. Germany revamped its entire unemployment

insurance system in 1969, changing it from a system designed to replace income

to one designed to help people keep their jobs. During temporary economic

slowdos it provides partial payments to compensate for shortened work weeks,

or to ,,.r people back to work as rapidly as possible.

If for a moment we set aside questions of governance which have engaged

so much congressional attention the main lesson that the Europeans have to

teach us is the central role played by a functioning Job Service in an

effective employment and training system. The decision to hire is perhaps not

comparable to choosing a spouse, but for most firms it is at least as serious

as choosing a date, as opposed to, say, ordering as auto part from a

distributor. Since most people a firm hires will not be personally known, the

firm must find a reliable intermediary. Often that means an individual

already working in the company or known to the company. It can also mean an

employment agency that is known to be dependable.
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The Boston Compact

The reality of this principle has been brought hone to us in Boston

through our experience with the Boston Compact. In Boston the schools and

many firms in the private sector have built a reliable bridge between school

and work. In the October following graduation for the class of 1985, 60

percent of the black graduates yore employed. That number is nearly twice as

high as for the country as a whole. Bureau of Labor Statistics data show that

even by the following March, only about 30 percent of the black graduates were

working. Across the nation, black graduates do only half as well as whites in

finding jobs. In Boston the employment/population ratios for white and black

graduates were only one point apart.

What has made the difference? Boston's strong labor market helps a great

deal, as does the fact that black and Hispanic high school graduates did well

on the job, once given the opportunity. Statewide unemployment was under 4

Percent in the fall of 1985, and only 18 percent for 17-to-19 year old blacks,

better than the national numbers. The willingness of the Boston business

community to commit itself to priority hiring of Boaton high school graduates

as part of the Compact was essential. But also necessary is the school -based

job service established by the Boaton Private Industry Council.

The network of reputation and acquaintance among upper middle-class

professionals is very vide, even national in many specialties. But inner -city

high school students, many of whose mothers live in housing projects, are

isolated from downtown personnel officers. And this isolation works in both

directions. Personnel officers not only do not know these inner-city young

people, they all too often hold negative stereotypes about them. To meet this

situation in Boston, A Private Industry Council job specialist at each high

school acts as A trusted intermediary, counseling young people, developing job

opportunities, and arrAeging interviews wh,re it appears that the job and the

young person might make a .00d match.
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We have alloyed our Job Service to shrink in size while tangling it in

bureaucratic procedures, to the point where it seldom serves the essential

labor market function of being a reliable source of employees to local firms.

If we hope to build a working employment and training system, we must greatly

strengthen that key institution of any labor market system, the Job Service.

Recent steps to develop local labor market plans, coordinated through the

Private Industry Council and the Job Service, make sense. But reform of the

Job Service requires more than better coordination. That organization simply

doesn't have the resources to meet the challenge of providing comprehensive

labor market assistance, especially if it is to become known and trusted by

the employing community.

Individual Training Accounts and Tax-Based Training Programs

If individual firma ore under pressure to minimize their investment in the

very broad-based training that workers and the nation most value, then the

Challenge to policymakers is to create institutional structures that will

overcome that pressure.

One technique used in Ireland requires each firm to pay into a common

training fund. Industry-vide training stands' 'a are then developed by

industry representatives, and each firm that provides training up to standards

receives a refund. For those firms that do not carry out training activities

- often, smaller firma - their share is spent on joint training programs. This

principle is carried out on a voluntary basis in the Carman "dual" or

app..Iticeship system.

In the United States, under Job Training Partnership Act leadership,

similar arrangements have been set up. In San Diego, the micro-electronics

industry has established a joint training center, sharing the cost among

several firma and with the J.T.P.A. system. In Massachusetts, institutions

such as the Bay State Skills Corporation are building collaborative efforts

1.70
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between industries and community colleges, vocational technical schools and

other training institutions.

Proposals to pay for expanded training in private firms using tax credits

alone run into the problem of quality control. And most observers believe

that firms are very reluctant to have federal inspectors on the premises. We

need to find ways to engage widespread private sector participation in

training, while at the same time assuring that the training is broad enough to

prepare workers for careers beyond the immediate task in the company.

One widely discussed concept is the individual training account, modeled

after the individual retirement accounts that have proved so popular among

higher income taxpayers. The individual training account has several

disadvantages, however. First, it does not address the problem of training

quality. Second, only those workers who could afford to put substantial funds

aside would participate. And the worker's most in need of training and

re- training are those with the least current income. Finally, funds for

training would only be available when plants suffered major layoffs. Smaller

firms, especially, may be reluctant to invest substantial funds in accounts

that are available only When the firm goes out of business. It would be wiser

to devise ways to encourage workers to seek training on a continuing basis,

especially workers in need of basic skins improvement, rather than wait until

the crisis of unemployment strikes.

In Summary

HY recommendation are as follows%

o That this Committee examine the U.S. training system as a whole -

recognizing that it is made up of educational as well as training

institutions, largely in the private sector.

o That the Committee recognize how central to an effective system is the

labor market exchange function, in which our current Job Service plays a

relatively small part.

o That the Committee look to examples of ;u7,11,-i.iivate collaboration for

the delivery of training and employment senvices, such as the Boston Compact,

many of which are now being developed at the state and local levels by the Job

Training Partnership Act.

o Finally, that in seeking to expand training activities, the Committee

consider ways to assure the disadvantaged of access to expanded job training,

opportunitiC r.d ways to encourage firms to engage in joint training efforts.
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Chairman HAWKINS. The final witness has appeared. I would like
to disclose a conversation that Mr. Jeffords and I had as Professor
Porter came into the room.

We were trying to distinguish whether or not he might be the
witness that we were looking for, the final one. I will not indicate
who said what but one of us said, "Well, he looks like he just got
off a shuttle. He looks very much like he might be from Boston,
looks like a Harvard businessman," and other such descriptions.

We found out that our description fit the witness, Dr. Porter.
Dr. Porter, we are glad to welcome you as a witness who fits all

the nice things we said about you.

STATEMENT OF MICHAEL E. PORTER, PROFESSOR OF BUSINESS
ADMINISTRATION, HAttVARD BUSINESS SCHOOL

Mr. PORTER. Thank you, Mr. Chairman. I didn't realize I was
such a dead ringer.

I am very privileged to get the opportunity to give testimony to
this committee on a very, very important subject, which is the com-
petitiveness of U.S. industry.

I am delighted that this committee is holding these hearings, and
I sincerely hope that these hearings and the deliberations that
follow will lead to important and bold new programs

My testimony this morning is not so much testimony about the
specifics of educational policy nor labor-management relations nor
the other related subjects that many of you know so well.

I am not here as an expert on the details of educational policy
nor labor-management relations.

However, I speak to you today from perhaps a somewhat differ-
ent perspective than the other speakers. I was a member of the
President's Commission on Industrial Competitiveness, appointed
by Ronald Reagan to study the competitiveness of U.S. industry, a
commission which has got to go down in history as having the long-
est lag of impact of any in recent memory.

I am also a member of the Executive Committee of the Council
on Competitiveness, a new private sector group formed in the last
two months to champion the economic competitiveness agenda in
this country.

Finally, I am a professor at the Harvard Business School who
has spent his career studying not government but firms. My spe-
cialty is the competitive strategy of firms, how firms can compete
effectively.

I have served as a strategic advisor to hundreds of companies in
many industries, and my view from that work is that the problems
you are discussing today are so urgent and so significant that I
have devoted a considerable part of my attention in recent years to
this agenda.

I hesitate to mention that I am a Harvard Business School pro-
fessor because, of course, many of you will remember the articles
that say that we are a big part of the problem.

I hope my testimony today will not contribute to that perception,
but hopefully to the perception that we at the Harvard Business
School feel a great commitment to improve U.S. competitivnness.

,,'
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I would like in my brief comments today to try to provide a
series of major observations about the broad issue of competitive-
ness, starting at the general level anc then moving ultimately to-
wards issues of education and human resources.

I would like to start my testimony by talking about a subject
that may be obvious, but I don't think so; that is, what is "competi-
tivenet,s"? What does that word mean?

It is written here on the agenda for today. It is written on the
top of my notes for my presentation. But what is "competitive-
ness"?

There are many definitions of "competitiveness" in use today.
The definitions tend to be distorted and modified to suit the pur-
poses of the person who is using them.

However, our commission, the President's Commission on Indus-
trial Competitiveness, spent a great deal of effort thinking about
what competitiveness was, what it really meant. We came up with
the following definition that I would like to offer for your consider-
ation.

We define "competitiveness" as the ability of a nation's industry
to produce goods and services which meet the tests of international
markets. This means that American firms must be able to produce
goods that are innovative, that embody the latest features, that are
of the highest quality, and that are produced with the highest
levels of efficiency, all in such a way that when we get out into the
international marketplace and compete with Germany, Japan and
other nations, our firms meet that test.

Why did we pick this definition? There are many other defini-
tions that have been in use. We pick this definition because this
definition to us is the one that is most directly tied to jobs, to
wages, and to the return on capital. If firms can truly produce
goods and services that meet the test of international competition,
this will create good jobs; it will create high-paying lobs; and it will
provide adequate return to capital.

On the other hand, competitiveness is not just balancing our
trade deficit. Many poor countries have balanced trademany
countries that we don't want to emulate. What is important is not
the balance of trade so much as the composition of trade, what we
are selling abroad and what we are buying from abroad. If we are
selling price sensitive goods and natural resources and buying ad-
vanced, sophisticated products, that, I submit, is not a good balance
of trade for America. It does not support the kind of high paying
jobs that we are hoping to have in this country and the kind of re-
turns on capital that our industries need.

I submit that if we focus on my definition of "competitiveness",
producing goods and services that meet the test of international
markets, we are likely to set good policies. If we can do things that
are going to further this goal, the chances are quite high that as
we move into the next century, America will be a highly competi-
tive economy.

On the other hand, if we pick other definitions of competitive-
ness, like balanced trade or keeping out imports, the policies we
adopt to deal with those definitions, I submit, are much more likely
to reduce our ultimate competitiveness thltjncrease it.
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Fundamentally, unless our industry can produce goods and serv-
ices that meet the test of international markets our economy is
going to go in the wrong direction, no matter what we do to control
trade.

The U.S. faces a serious industrial competitiveness problem. It is
not a new problem. It is a problem that is at least 15 years old, by
my research and analysis. It is a broad-based problem. It is not a
problem of mature industries. It is a problem that afflicts agricul-
ture, it afflicts basic industries, it affects high tech.

One of our largest trade deficits this year is going to be in elec-
tronics. The competitiveness problem runs from robots to pianos to
cameras. It is a broad-based problem.

It is also a structural problem. It is not a function merely of mac-
roeconomic factors such as capital costs and the value of the dollar.
Our trade deficit began in 1971. It has been rising steadily ever
since despite the fact that the dollar was undervalued and sinking
like a stone in the latter part of the 1970's. The huge shift in ex-
change rates that we have seen in the last few years has not made
much of a dent in our trade deficit with Germany and Japan.

The single best indicator of our competitiveness, in the judgment
of our presidential commission, is productivity growth. This indica-
tor, I think, shows quite clearly that the output that our workers
and our managers are able to produce per unit of time, per unit of
effort, has not been growing as fast as that of other nations. We
are simply not productive enough to meet the test of international
markets.

This problem of international competitiveness is already placing
severe strains on the standard of living of Americans. It is not
something that is going to affect us in the future; it is affecting us
now. Most of you, I am sure, are aware that real wages have been
falling in the United States for at least the last five or six years. In
real terms, the average weekly wage is at early 1960's levels, early
60's.

The U.S. is now in the process of adjusting to a lower standard of
living. Every morning we open the paper and see new evidence of
yet another industry or yet another group of workers who is reduc-
ing their standard of living. Fundamentally, the reason is that we
are not competitive. We are not meeting the test of international
markets.

U.S. public policy and U.S. public attitudes towards competitive-
ness have been lulled by a lot of false good news in the last few
years. We heard some more of that in the State of the Union mes-
sage recently.

There is a lot of talk about low inflation. Every advanced nation
low inflation. Inflation is low because there is excess capacity

and because the oil prices have fallen dramatically, not because we
are doing a good job from a competitiveness point of view.

Interest rates have fallen. Interest rates have fallen in every ad-
vanced country. They reflect capital market factors and not a com-
petitive economy.

The stock market is hitting records every day. When the Presi-
dent's Commission report was issued a few years ago, talking about
the serious competitiveness problems facing the U.S., the stock
market hit a new high. Again, when the Council on Competitive-
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ness was officially announced last December, that very day the
stock market hit a new high. The stock market is not telling us
anything about our competitiveness. It is telling us that the alter-
native investments are lousy. You can't make much on bonds. You
can't make much on real estate. Where do you put your money?
You put it in the stock market. The stock market is such a small
portion of the overall pool of invested capital in the United States
that relatively small adjustments in its direction will boost the
stock market substantially.

ECONOMIC GROWTH

There is much made of the fact we have a very long recovery, a
very long period without recession. Yet data shows that economic
growth is primarily consumer led, or more precisely led by con-
sumer credit. It has been financed not by creating wealth, but by
borrowing wealth.

Finally, there is much talk of jobs, an issue of great interest to
this committee. The U.S. has created a lot of new jobs. Therefore,
we must have a competitive economy. Well, it is important to rec-
ognize that' wages are going down, even though the jobs are being
created. More importantly, however, I think we must look carefully
at what kind of jobs are being created in our country right now. If
we analyze that carefully, we see that perhaps 3 million of them
are in retailing. They are the result of the growth of retail stores to
service the boom of consumer spending that has been fueled by bor-
rowing. Is this is a sign of a competitive economy? Not really.

There are some desirable jobs being created, jobs in healthy com-
petitive industry, but too many of the jobs are in areas like retail-
ing, wholesaling, and construction which do not reflect a competi-
tive economy.

We have been lulled in our response to the competiveness prob-
lem in America by these false signals of good economic news. It has
been very hard to see the underlying issues with this smoke flying
around over the landscape.

You might be interested in a little anecdote about West Germany
where I spent a good bit of time in the last year doing research. In
Germany, in 1981, they almost had a trade deficit. They almost had
a trade deficit. Didn't quite have a trade deficit. However, the expe-
rience provoked the most intense national debate on economic com-
petitiveness in Germany that you can imagine. It was on every
media, every television station, every night for months.

In the United States, we first had a trade deficit in 1971. It is
only today that we are really even beginning to take serious steps
to deal with the competitiveness problem. We have been lulled by
our history of preeminence. We have been lulled by the confusing
picture that economic news paints to the public in today's complex
markets.

The third major point I would like to make is that the causes of
the competitiveness problem are systemic and multi-faceted. There
are not just the result of one or two factors. Our commission identi-
fied four broad areas at the root of the competitiveness problem.
One was outdated capital resources, reflecting inadequate invest-
ment, low savings rate, a biased tax system. Another was inad-
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equate technological progress, reflecting low R&D spending. The
third was human resource problems, which I will come back to in a
minute. Finally, a faulty, leaky, and squeaky international trading
system, because the fact that the trading system is not delivering
the kind of free and fair trade that we were hoping for.

The cause of the competitiveness problem is not just the dollar.
The response of trade to the dollar is highly controversial. Many
economists now believe that a falling dollar, even in theory,
shouldn't reduce the trade deficit. The problem is not just unfair
trade by foreign countries. If we rely on unfairness of foreign na-
tions to blunt real response to this problem, we will be perhaps 10
or 15 years out of date. Germany doesn't protect its markets. Most
serious forms of protection in Japan, believe it or not, were gone 10
years ago. We can't use protection abroad as an excuse to avoid
taking action.

A falling dollar and falling real wages, which is what is occur-
ring now, are also not the solutions to the competitiveness problem.
All they do is reduce our standard of living. Unless we can improve
productivity, unless our industries can meet the test of internation-
al markets, the dollar will continue falling indefinitely; real wages
will continue falling indefinitely. Britain has enjoyed that sad fate
for the last 30 or 40 years. Great Britain is now basically a develop-
ing country in terms of standard of living. That is not the way we
want to solve our competitiveness problem, by continually eroding
currency value and real wages.

Education and human resources are a central part of both the
problem and the solution of competitiveness. America has for many
years had very high wages for both workers and managers, and we
want to keep it that way. In order to justify their wages, our work-
ers have to be the most productive and the most innovative in the
world.

This requires that we have the best trained, the best motivated,
the best educated human resources. The evidence today is compel-
ling that in a growing number of industries, in a broad swath of
our economy, that is just simply not true anymore. We do not have
the best educated, best trained, and best motivated employees.

Let me tell you another anecdote, this time about South Korea.
South Korea is one of those new countries just coming up in inter-
national competitiveness. I had the opportunity to spend some time
in Korea not too long ago with one of the leading companies in
Korea, Hyundai. I sat around a table about like this with all their
senior management. I decided to ask them where eacix went to
school. One by one, these gentlemen said, "Well, I have a Ph.D. in
engineering from California Institute of Technology, or I hay' a
Ph.D. in physics from the Massachusetts Institute of Technology, or
I have a Ph.D. in industrial management from Stanford." In Korea,
the leaders of the greLt corporations have been educated at the
highest levels that we have to offer.

The second part of my question had to do with where the son of
the founder of the company was. Hyundai was founded by a man
named Chung, a great Korean business visionary. His son, who has
a birthright to be the next chairman, was in the United States
studying for a Ph.D. .
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I asked why? Why is this young man studying for a Ph.D. in
America when he has a birthright to be the next chairman of this
company? The answer was in Korea today if you don't have an ad-
vanced degree, you don't have the self-respect to be a member of
senior management of a leading company.

Those are the values in Korea, to have the best education, froin
the best school in the world. No matter whether you have to or not,
you do it for your own self-respect.

I asked person after person in Korea, "What is the most impor-
tant thing to you?" They answered, "My children's education. I
am going to work those 60-hour Korean work-weeks, including Sat-
urdays, so 1 can save up so my children get the best education. It
sounds like the kind of statements we would hear in this country
years ago. But lest we think that America is advanced and Korea is
way behind, I think the evidence is that America and Korea are
not far apart in terms of quality of human resources, training,
dedication, and motivation of the work force.

America is not going to be a competitive nation until we can con-
tinue the record that we historically had of innovating, and being
the most advanced. If we can renew our position, then we can justi-
fy a rising standard of living. If we do not, we are going to see a
continual process of reduction of standard of living in relative
terns that we see now.

What is the problem in terms of human resources in America?
From studying a variety of countries, I believe the problem lies in
four broad areas. The first I think is values: values of students,
values of parents, values of workers, and values of managers.
Unless we deal with these values, ultimately many of the other
things you have been talking about today are not going to funda-
mentally change. The values today are the following. I deserve this
job. I deserve to make a high salary. I put a high weight on my
income, not on what I can achieve. If I can sell something, that is
good enough, even if it is not really the best that I can do.

There is a set of values that I find strikingly different between a
German worker, a Korean worker, a Japanese worker, even an
Italian worker and American workers, managers, and students.

When I got off the plane in the Frankfort Airport recently there
was a problem with the jetway that connects the plane to the ter-
minal. It wasn't working very well. I was sitting in about the tenth
row. So I could hear what happened when the plane door opened.
When the door opened, the agent came on to the plane, and with a
terribly red face and was terrible embarrassed that that jetway
had not worked. He apologized one by one to every member of the
crew about why the jetv:. %nadn't worked.

There is an example xn valuespride, achievement, producing
something that is excellent. In some aspects, in some companies
and in many industries, we have lost these values.

The second problem area in human resources is the whole area
of labor-management relations. I know there has been discussion of
that today. In too many companies the relations are archaic on
both sides. Neither side is to blame; both sides are to blame. The
attitudes reflect the old days when the U.S. was preeminent, and
labor and management could haggle and not really affect our ulti-
mate competitiveness. Today those days are over.
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The third broad problem area in human resources has to do with
the education and training area Mr. Spring was talking about. The
evidence is compelling that we are behind in basic skills, in math
and science, and in our pool of technical personnel.

Finally, and perhaps most subtly, the final problem area I would
identify in human resources is confidence. If you talk to a Japanese
executive about America today, they will say that American man-
agers and American companies have lost confidence. They don't
have the confidence that they can succeed on their own. Instead,
they are forming into coalition agreements with foreign firms.
They lack confidence. They lack the confidence they used to have
in economic terms.

The Federal Government, has a legitimate and important role in
education and training. I believe that this is perhaps the most cen-
tral role of the Federal Government. Your zommittee is truly on
the front line of our economic prosperity.

You used to perhaps see yourselves as a committee concerned
with the "social agenda of this nation. Now, I think you are a cen-
tral part of the economic agenda, and that is the way the commit-
tee must view its role from-now on.

I would like to make a few observations in the area of education
and training. The first is that the major problem in our country
with education and training is not at the top, but it is in the
middle and at the bottom. At the very top, we still have perhaps
the best universities for the people who can go to the best schools.
Our educational system is stunningly good at that level. The
number of Koreans and Japanese studying here right now is testi-
mony to that. I think the efforts of this committee ought to be pri-
marily dIrected not at the ilarvards, I hate to say, and the Stan-
fords and MIT's, but, at the middle. The community colleges, the
colleges in the middle and bottom of the rankings, the schools that
are dealing not with the elite, but with the great bulk of our citi-
zens, are where the greatest need for improvement is.

We can't get lulled by our success at the top.
The second observation is that a crucial factor to moving forward

in human resources in this country is to create a respected and
high quality system u: vocational and technical schools. There has
been tuo much emphasis in this country on the university, the
social, the broad-based university.

Vocational training, and technical schools in country, are
slightly tarnished. They have a bad name. They are not viewed as
important. That is strikingly different from most other advanced
nations. It has got to become honorable to go through these institu-
tions in America. They have to be of the best quality. We don't
today have the delivery systems, to provide vocational training to
students and to provide technical training to the middle and lower
middle part of our work force, much less the lower part of our
work force.

The third observation from my, experience is that any policies
toward education and training will probably fail unless there is
some mechanism for tying them to industry in some way, either
through advisor- boards or other mechanisms. One of the things
that strikes one in Germany or Sweden or Italy is the close contact
between industry and education at all levels.
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Finally, I think that perhaps one of the most important things
that we need in this country in the educational area is leadership.
Sc.iehow in the last few years, America has fallen into the false
sense of comfort that decentralization will solve our educational
problem. The Federal level has not been viewed as having an im-
portant role. It is a State and local problem.

Decentralization has created some good things, but I believe per-
sonally from studying other countries and from my own experience
that there has to be a strong sense of national leadership in educa-
tion. And that is not just money, but that is attention, publicity
and I wish desperately that our President would agree.

A few comments on H.R. 90 and some of the programs that were
proposed in that bill. I think the spirit of H.R. 90 was right and
agrees with much of what I have said. However, I would add three
caveats about H.R. 90. The first is that I believe that we do not
have good delivery vehicles for retraining and adult education.

That money is not going to be effective if we don't have the deliv-
ery systems; unless the programs that we have for training adults
and for retraining workers are not of the best quality. We can put
more people through them, but that is not going to rolve the prob-
lem if the programs themselves aren't good.

Second, I think that in the committee's deliberations on how to
support schools and universities, more focus must be placed on the
great middle of the market, not on the top schools. This is where
the real problem is. Finally, I would urge you to make maximum
use of the corporate sector in all your programs. Try to involve the
corporate sector to the maximum extent possible.

I hope that the Committee will agree with me this problem of
competitiveness is indeed a serious one. It affects not just our
pride, but also our standard of living.

I hope you will agree that human resources is a central part of
tile problem, and is no longer just part of the social agenda. I urge
the committee to propose some bold new programs. Incremental
changes are not going to make a difference in salving this problem.
Your committee has a truly awesome responsibility, because as I
said earlier, I think the competitiveness problem will probably
shape our economic agenda for decades ahead.

Your ability to effectively cope with this the areas of education,
training and human resources represents the single biggest lever-
age point our Federal Government has to deal with the competi-
tiveness problem. I am sure most of the commissioners on the
President's Commission would agree.

Thank you, Mr. Chairman.
[An article by Dr. Michael E. Porter follows:]
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The Reagan Administration's
greatest failure is investing
too little in future prosperity. It
does not recognize that parts
of the social agenda are vital
to the economic agenda,
just as Democrats often forget
that econamk success Is vital
to the social agenda.

methods. This is the reason the US. was the
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Cutting back on education and trainig to
reduce budget deficits M [dm tenting down
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Chairman HAWKINS. Thank you, Dr. Porter. I want to thank all
the witnesses. You have done an excellent job. We could spend
almost a full day with each of you. We have a vast number of
members whom I am sure have been challenged by what you have
said. We will try to enforce the 5-minute rule as strictly as possible.
If so, we can get back to you asecond time.

If there is any witness who has an urgent time problem, just let
us know. We don't want to impose on you too much. Certainly, we
will accommodate anyone who does have a time problem.

May I simply ask one question, although I have perhaps 100 of
them. Both you, Mr. Doyle, and Mr. Oswald, I think, touched on
labor management relations. It seems to me that the idea of coop-
eration between labor and management perhaps lies at the heart of
many of our competitiveness problems. Plant closings and advance
notice are related to labor-management cooperation concerns.

We, pay lip service to the idea, but somehow never get around to
agreeing on some successful models of cooperation that could be du-
plicated. It would seem to me that if there is the open communic,FL-
tion that Mr. Doyle spoke about and recommendedthat we would
have a much better development of the idea now. Perhaps we
might avoid many plant closings. A committee that could engage in
those activities would perhaps reduce the amount of controversy
there is over the idea of notification.

Plant closings indicate that the plant has failed both manage-
ment and labor. Bringing labor and management together in such
a relationship, where each would be completely aware of the prob-
lems of the company, and therefore knowledgeable of the company
might well increase the productivity of the company and assure its
competitiveness.

Is that something that we have not perfected? Should this com-
mittee explore this avenue? Do you have any specific models that
you think we should attempt to encourage through some form of
incentive?

Mr. Doyle, perhaps we might begin with you.
Mr. DOYLE. I think certainly the issue of labor management coop-

eration is quite directly at the. heart of keeping an enterprise com-
petitive and helping it adjust if, for all sorts of reasons, that fails. I
do think we have to face he reality that some plant closings, for
example, are inevitable.

There are some businesses that the change in the marketplace,
the change in conditions of international competition will require
us to make those changes. We have clearly found, both in the mem-
bers of the CED that participated in the study and certainly in my
own company that the more both the representatives of organized
labor and the work forces as a whole know about what the business
competitive conditions are, the better decisions we all make with
regard to it.

We do end up with more competitive enterprises. We do clearly, I
think, have all sorts of models that work for us very effectively.
Most of those models involve the labor, both individually and col-
lectively. The issue, I think, that is most difficult in putting togeth-
er models is that in all the cases that were discussed and that came
up several places in the testimony offered, ours is an enormously
complex economy.
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Every situation seems to be different, and I will tell you that
even within our own company, dealing primarily with two or three
major unions, we have trouble coming up with models that fit all
our own decisions. So we end up with an enormous multiplicity of
models, of things tizat work to aid competitiveness, to keep plants
in operation, to allow us to win the productivity battle, to meet Dr.
Porter's rigorous defmition, the only one I think that counts, and
yet they are so diversified that one of the things I fmd great diffi-
culty in is to do more than offer a menu from which individual
companies and individual unions and workers can fmd the one that
fits them best.

To try and develop some small group of specific models that must
be adopted, I think, is going to be too rigid and not facing the reali-
ties of how diverse the problem is down at the working level.

Chairman HAwkiNs. Mr. Oswald, would you respond?
Mr. OSWALD. I agree w" Mr. Doyle in that I don't think there is

one model. There are many different models, and as one looks
abroad, one can see in German) the various different aspects even
there of co-determination of their so-called "metperstemumb," the
ways in which they do try to involve a much more effective joint
program.

One sees different things, policies in different countries. But I
think as one looks in the United States, there is one major element
that becomes clearer and clearer as one looks at what is happening
in labor management cooperation. That is that many employers
have taken two severely different paths. One path has been to en-
courage active cooperation with their workers through their unions
in terms of achieving improved communication, improved involve-
ment of the workers in all aspects of the work force.

But there is another group of employers who have taken the
exact opposite course, whoc.te course is to try and prevent their
workers from forming and joining unions, to prevent their workers
from having a say in that operation, and in that sense, to try to
thwart the 1935 Wagner Act, the Taft-Hartley Act, and all the
public policy we have said is an essential part to provide workers
with that democratic participation that we think provides the
mechanism for resolving disputes, for increasing productivity, for
making people a greater part in that element.

I would like to also touch on one other element that Bill Spring
raised that emphasizes an important aspect of how to make that
activity on a cooperative basis work. That is to provide the basic
information so that the parties at the table have the ability to look
at the problems that impede competitiveness; that all the parties
have enough information as to the various cost elements, the vari-
ous factors that enter in, so that those issues are shared with the
workers, that they are not kept by one management person here or
there who somehow thinks that gives them some sort of proprie-
tary power.

It is the sharing of the information as is the sharing of the an-
swers that tends to increase competitiveness, and if there is one
thing I would say that the committee can do, it is to review how it
can make the Wagner Act's promise to work better to encourage
collective bargaining so we can encourage worker participation in a
truly effective way.

td
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Chairman HAWKINS. The chair will, before yielding to Mr. Jef-
fords, make one announcement to some of the members who may
be leaving. We have just confirmed that Secretary Brock will
appear before the committee on Thursday, February 19. At that
time he will present the administration's displaced worker plan to
the Committee We will have the opportunity of discussing the pro-
posal with him.

Mr. Jeffords?
Mr. JEFFORDS. Thank rou, Mr. Chairman.
First of all, I would like to commend you all on excellent state-

ments. I wish, as the chairman stated, we had more time to meet
individually with each of you. I would certainly agree with Profes-
sor Porter, that this committee has an incredible role to play in
trying to find solutions, but I would say that as frightening as the
5-minute rule is right now, even more awesome is the schedule the
speaker has given to us.

We have until April 8 to fmd all these innovative and bold pro-
grams, to figure out how to fund them; and have them out of Com-
mittee and to the floor by May. If you think we are going to do all
that, I am reluctant to agree with you.

I would also like to thank Frank Doyle as well as the labor rep-
resentatives for the work they did on the Brock Task Force in deal-
ing with some of the problems that we have to deal with in the
changing work force. You have been immensely helpful to us. I
would like to focus my attention on the broader role of this com-
mittee. That b how we look towards the future and what we do in
that respect.

I would agree with your definition of competitiveness. I would
add one factor to it, which I think this committee has to focus its
attention on. That is that it has the skilled sales force to sell the
goods. I think we can produce the best goods in the world, but if we
don't get off our duffs and learn how to compete in those markets
which are evolving, we will relegate ourselves to a reduced stand-
ard of living regardless of how good our goods are.

I was discouraged this morning when talking to one younger
member of our house, a Democrat, I would point out, who said our
main goal is getting people to adjust to a lower standard of living. I
think thr.,t, is the wrong attitude to have in this country.

As we look to the future and look at the evolving markets like
China and India, with populations over a billion who are giving us
competition now because of their lower wages; we have to figure
out how to get into those markets and take advantage of those
things that we can produce that they can hopefully use. How can
we take advantage of those markets so that we can improve our
standard of 1:ving and not accept a reduction in that standard.

I would like to ask you to focus a little bit of attention as to
whether or not there is a potential there. How can we take advan-
tage of these evolving markets; how can we beat the competition of
those seeking to take advantage of those markets, and how at the
same time improve our competitiveness to maintain our ability to
produce goods in this country? How can we compete with those
people from the areas that have the lower wages?

I am also concerned about funding. I have added up the cost of
trying to fund some of these programs. The ones we have we are
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just bringing up to speed. I count up to $5 billion on an annual
basis to try to do some of these things.

In addition to that, we have serious problems with our pension
programs. We have about $3 billion being dropped from the Pen-
sion Guarantee Program that comes from the trade and the steel
industry. We can take care of that problem by increasing our taxes
on our businesses now. As you take a look at the problem that is
going on in the uenefit programs, with decreasing participation,
can we increase the responsibility?

We have some very serious problems there. Also, in other areas
we need funds in research and development. We had university tes-
timony on that. I would ask you as to whether or not you would
agree that there is a hope here? I think it is important to get the
nation's attention.

I think we would do better by talking about standard of living
than we do competitiveness. We have to increase the awareness of
the danger that our workers and our people are faced with rather
than some trade deficit thing which doesn't mean too much.

I would appreciate any comments you may have on how to think
positive and take advantage of those problems, Mr. Doyle.

Mr. DOYLE. As you know, Mr. Jeffords, I am substantially more
optimistic in regard to this debate. I don't think we have to face a
period of declining living standard. I think even if you look at the
statistics that go back and study what has happened to real com-
pensation in the United States, it is more encouraging than if you
focus on wages alone. When you put in such things as increased
benefit, profit sharing and the like, though we have not been
making good progress, we certainly haven't been on the decline as
some of the more pessimistic views would say.

With respect to your second observation, that is the aggressive
development of markets, I do think that is an enormous opportuni-
ty. We have a major locomotive factory in Erie, Pennsylvania that
would be closed today if it were not for our sale of locomotives into
China, producing over 200 locomotives last year while the U.S.
market had less than 50.

There are opportunities in developing nations and I think a lot of
the technologies and a lot of the products and the product quality
levels that the U.S. offers can penetrate those markets. We have to
go sell in them, however. We cannot wait for them to come to our
doorstep.

If there are deficiencies that American management has had I
think they are in that area. When the Japanese come to sell here
they come speaking our language. When we go to sell there we go
speaking English. There are manifestations of our not going after
those markets.

But we do bring enormous advantages in the kinds of product, I
think, that are going to make the difference going forward. There
are products dependent on open communication, rapid change
which depends on flexibility, ti-ere are capital-intensive things
which depend on stability and all ti those factors, I think, are very
clearly present in the U.S. economy and I at least look forward to
saying, having gotten the severe jolt that we have gotten over the
past decade, that there are many innate strengths in the makeup
of our work force, our high labor participation rates, our ability to
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adapt, all of which say if you look at what is going to be a winning
productive strategy going forward, that is going to be key to a lot of
things that we are very good at and in many cases, I think that
even our most aggressive trading competitors, the Japanese and
others, are beginning to feel the burden of the inflexibilities they
have built into their' system.

I think that at least from a policy point of view it is important
that we don't build inflexibilities into our system at the very
moment when adaptability and flexibility L going to be a major
competitive asset.

Mr. OSWALD. I would like to comment. I think the country faces
a much bigger crisis though than Mr. Doyle paints. Dr. Porter
talked about the trade deficit since 1971 and those were trade defi-
cits that were running up until 1981 in the neighborhood of $30 bil-
lion or less. Last year it was 5 times that great, it was $170 billion.
This country was a creditor nation with all other countries up until
two years ago. In that short period of time, we have become the
world's biggest debtor country, in the third quarter last year we
owed $256 billion to others,. and at the rate we are going, we Will be
owing if we continue at the 'same rate, $800 or $900 billion by the
end of this decade in 2 or 3 years.

That money will theri be paid out to foreigners in interest pay-
ments, other things that will continue to reduce the standard of
living in this country unless we turn around the big trade deficit.
We cannot continue to live off of borrowed money to quote "main-
tain the current spending pattern".

We do need to raise and address the problems. Exports have de-
clined by 2 percent in the last 5-years while imports have increased
50 percent. Part of it is policies of other countries. As Latin Ameri-
can countries became debtors, we no longer had surpluses with
them and the IMF said, import less and that meant import less
from the United States, and export more to the United States to
pay off the banks.

Those were very mercantile arrangements to meet a dollar flow
problem that they had. That was not free trade.

The problems with a number of our countries are not "free
trade" problems, they are mercantile issues under which they ad-
dress their particular advantage and even some of our firms. Their
interest is how do they make the fastest profit. If that means in-
vesting their capital that they earned here somewhere else, they
will make that investment in order to quote "protect" their long-
term profitability.

That may not be the fastest way to employ that capital in the
U.S. and in U.S. workers. So one needs to look at a vast myriad of
elements that contribute to what I believe is a very, very serious
crisis fa this time, that has changed rapidly from where we were
five years ago.

Chairman HAWKINS. We will allow the other witnesses to respond
to the same question.

Mr. Williams.
Mr. WILLIAMS. Thank you, Mr. Chairman.
Mr. Porter, in your remarks to us you mentioned the increase in

the number of new jobs over the past several years. That increase
of course is relative to increases during other four-year periods. I
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want to, if I may just make my own extension of your remarks by
noting that during the previous four years to this Administration,
that is during the Carter years, there were 10,600,000 new jobs cre-
ated in the United States. In the first four years of the Reagan Ad-
ministration, there were 5,700,000, about half as many as in the
four years of Jimmy Carter's time, which we refer to as the eco-
nomic bad old days.

Now we are six years, two months into the Reagan Administra-
tion and despite all the talk about new jobs, we have still in those
six years and two months not created as many jobs as we did under
the four years of the Carter Administration and furthermore, 60
percent of the new jobs that have been created pay $7,500 a year
less than those earlier jobs created.

I do want to commend Mr. Porter, you are almost a lone voice,
we seldom hear it either on this committee or my other committee,
the Budget Committee, in calling for a national strategy, including
in education perhaps, if we are in fact going to compete.

I think you will agree and may want to comment some on my
supposition that other countries with whom we find the competi-
tion the most fierce have both national economic and education
strategies, and in large part it is those stable, firm strategies which
are helping to bury us in trade because we have this very diffuse
local strategy.

We have thousands and thousands of strategies trying to com-
pete with the one strategy that our competitors have.

Mr. PORTER. Well, if I could comment on that briefly.
I think that the comparison of job creation in the recent recovery

to the Carter Administration is a telling one, however I would say
that even if we look at the Carter Administration we should look
very carefully at what those jobs are that are created.

I think sometimes that gives us different signals about competi-
tiveness and I would argue that what we are looking for in this
country is evidence that we are creating jobs that are highly pro-
ductive jobs, that support high wages, and that provide satisfying
work.

I guess my comment in my testimony was that perhaps many of
the jobs that have been created recently are not particularly a re-
flection of that, but a reflection of a broader set of issues which I
discussed.

You mentioned the fact that a number of countries have had
rery strong and explicit national strategies and that that has been
an important part of their success. I certainly believe that this is
true, that there have been a number of countries, particularly
Japan and more recently Korea, that have had very effective na-
tional strategies, very explicit ones.

However, I would call the committee's attention to other coun-
tries like Germany, for example, and even Italy. Who would say
that Italy has an effective government policy for anything? Prob-
ably nobody would say that. It is a chaotic situation. The govern-
ment isn't very effective in Italy, yet Italy has been a tremendous
powerhouse of growth in exports in the last decade. Germany is
relatively fre, trade. There is relatively little government interven-
tion in the German economy.
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The term national strategy means a lot of different things. In
Germany the national strategy is more focused on the educational
system and the scientific establishment and less on sort of the no-
tions of Japanese targeting and so forth. You see very little of that
in Germany. In Italy you see chaos and out of chaos comes motivat-
ed people who own their own companies, who are well educated
and are well motivated, and you have success.

So I caution that the Japanese or Korean examples are not the
only models of national strategy. I believe the most important ele-
ments of national strategy for this country are to improve the qual-
ity of the human resources and business environment in which our
firms operate. That means education, that means training, that
means R&D funding, that means having an effective spokesman for
the trade position of the U.S. I think by the way, we have been out-
negotiated and out-foxed at every turn, because other nations are
much more sophisticated than we are in playing the trading
system to their advantage.

I don't think, however, that a national strategy needs to involve
explicit focus on particular industries. I think the French case, for
example, shows that targeting does not always work well. The
French have not succeeded at targeting despite the fact that they
are relatively clever people.

Mr. WILLIAMS. Mr. Porter, if I may, let me hopefully not too
rudely interrupt you there because I ,want to, I don't want to
extend my time. I want to ask Mr. Doyle, I see a line in this book
which you presented us, entitled "Work and Change". I want to
take exception with it, not necessarily just with you but with every
group or person that comes here and knows this,. I take exception
with it. The line is on page 50 and it says not too long ago massive
public spending was considered an antidote to social problems.

Not true. Not true.
I don't know of a Member of this Congress or past Congresses,

most of whom I was not acquainted but as you were a congression-
al watcher, I don't know a single Member that believed you could
solve America's problems by throwing money at it.

In the history of particularly this committee, in the past 25 years
it has been one of not trying to solve problems by throwing money
at it, but by trying to innovate. That is how we developed Pell
grants? Head Start, guaranteed student loans, vocational education
programs, many of which exist today. Adult education provides
basic skills.

If the Congress believed you could solve problems by throwing
money at it, then we would not have allowed a situation to exist
such as a Head Start program that works very well by everyone's
definition and yet, 80 percent of the children mailable for it in this
country cannot get in because we have not spent enough money on
it.

Then we have the Job Corps program which by everybody's esti-
mation works very well, and yet 95 percent of the young people eli-
gible for work in this country cannot get in. Why? Because we
don't use money as the aptitude. Sixty-six percent of the unem-
ployed people in this country as has been pointed out by a member
of your panel, are not eligible to receive unemployment benefits.
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Why? Because the public won't throw enough money at it and
their representative agree with that.

So I just want to try to make that case every opportunity I have.
Mr. DOYLE. If I may, while I am first ..ncouraged that your dis-

agreement arrived on page 50, and seconily, I think Congressman,
if you note the thrust of that section on public policy, it really did
not argue that we should stop or that all things had failed or, as a
matter of fact, I think the whole thrust of the report is +71at we did
call for your policy initiatives. We were concerned that the fact of
disillusionment, I think the joking reference to CETA being a four-
letter word captures that kind of disillusionment and what we were
arguing was that that disillusionment should not cause us to now
paralyze with regard to policies that might be found, so we would
not be in that situation; that is the thrust of the CED report, or
your comments.

As far as industrial strategy I would subscribe to Dr. Porter's
comments. With respect to educational strategy, I think there is a
chance.

Chairman HAWKINS. If the gentleman would yield let me add
that CED did advocate spending more money on Head Start and
other programs. I commend them on this.

Mr. SPRING. Just in terms of a brief response to Mr. Williams'
question, if I may.

Chairman HAWKINS. His time has expired, but we will be libera'..
Mr. SPRING. Mr. Williams, when you were asking about national

policies, especially in the education arena, I think this committet
would want to note that even Margaret Thatcher's England is de-
voting a billion pounds a year to providing now two years of em-
ployment and on the job instruction to all school leavers not going
on to higher education. In Germany, Mr. Porter knows, there is a
dual apprenticeship system where half the age cohort spends 2 or 3
years working on the job going to vocational schools part-time; Loth
programs justified nationally primarily on the basis of internation-
al competition and social solidarity. But I think that this commit-
tee has an opportunity in the education training area to shape a
national policy which is appropriate for our continental size coun-
try but still has the accountability program by program, and as-
sures that 60 percent of our young people who do not go to college
at least initially, that there is something available for them in the
transition *,:o work and to learning on the job so they are equipped
to earn the high wages in the productive jobs which we hoped the
supply-side of the labor market will provide.

Mr. WILLIAMS. Thank you, Mr. Chairman.
Chairman TIAVJKINS. Mr. Bartlett.
Mr. BARTLE1T. Thank you, Mr. Chairman.
Like all members of this committee, I have a series of questions

given this both fascinating and premier subject for beginning this
session. I will begin with one and pass along for the second round.

On the subject oc competitiveness, I would ask each of the wit-
nesses to comment on this; there are a variety of legislative propos-
als that are floating around Capitol Hill outside the context of the
trade bill, competitiveness or what have you but nevertheless may
impact it. Those proposals are generally associated with fairly or
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unfairly with what one could loosely term the agenda of quote un-
quote, "organized labor".

My question is, and I want to offer a list of them and I would ask
each of you to comment as to which

Chairman HAWKINS. If I may interrupt, Mr. Bartlett. Could we
insofar as is possible ask the Members to direct a question at one
or two of the members, because in five minutes no one of the wit-
nesses will be able to respond responsibly. If you would, limit the
question to one or two of the witnesses, and you will have a chance
to get another one in.

Mr. BARTLETT. This would be to Mr. Oswald and Dr. Porter then,
and the proposals that I would ask you to comment on, is vis-a-vis
their impact on international competition, one would be the pro-
posed restriction on plant closings or layoffs, particularly the man-
datory advanced notte; the increase in minimum wage; indexing of
minimum wage to manufacturing wage; additional mandated bene-
fits, particularly thl mandated benefit of parental leave or other
item you may wish to comment on on that kind of agenda.

Dr. Porter or Mr. Oswald?
Mr. OSWALD. In terms of plant closings, the detailed study that

was made by the committee of the Secretary of Labor showed that
advance notice was a most critical element in terms of providing
retraining, education, adjustment and moving to other things. Most
other advanced countries in Europe do have requirements of ad-
vance notice. Advance notice is something that is done internally
for the plant's own planning in terms of how it is going to proceed.
We believe that it is as important for the workers and the commu
nity to receive that same advance notice in order to do its planning
to provide for the long-term development of those people.

In terms of an increase in minimum wage, I don't know of
anyone that is talking about an increase in the minimum wage, I
think people are talking about bringing the minimum wage back
up to date to where it had always been in terms of providing a
floor for workers.

Today it is only 38 percent of average hourly earnings, and tradi-
tionally it had been running approximately 52 or 53 percent for the
total private economy.

Mr. BARTLETT. I will let you continue to answer the question as
yo1 will but specifically if you. could, my question is, and I under-
stand there are some good and valid reasons for an increase in the
minimum wage or for advance notice.

But my question is in your view, would any of these have a posi-
tive, negative or no effect on international competitiveness?

Mr. OSWALD. As I indicated on plant closings, I thought it had a
positive effect on plant closings because it improved productivity
and plant capital and that affects competitiveness and prokctivity.
If one looks at studies, it is productivity that is affected.

In terms of minimum wage adjustment, it means that it brings
workers to totality of the economy. It provides them with the abili-
ty to both purchase and to produce on a more effective basis be-
cause it would mean that they are not left behind and left out. To
that extent, I think it increases productivity.

In terms of parental leave, I think that what it does is it in es-
sence says that we maintain that investment in human capital,
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that that person cannot take care of absolute needs that they have
with a reasonable time period off without throwing that invest -(
ment in human capital on the scrap heap and saying you have a
problem at home with a child or a sick parent, we don't care about
that investment, throw it away.

That is a big investment that we think is wasted in terms of com-
petitiveness.

Mr. BARTLETT. Mr. Porter?
Mr. PORTER. I hasten to add that I am not an expert on any of

these legislative proposals, but let me give you my very quick re
sponse. Advance notice of plant closings, I can only think of as a
positive as long as there are no restrictions on plant closings, so
long as companies are able to make the adjustments they need to
make to deal with their competitive problems. The notion of ad-
vance notice to facilitate the adjustment, I think, is entirely desira-
ble.

With respect to the increasing minimum wage and mandated
benefits, I think that there are some legitimate social reasons for
such,policies. However, they cannot help competitiveness. They can
only make it more difficult by raising the cost of labor cost by re-
ducing the dispersion of labor in different occupations as appropri-
ate to the skills involved. We might still as a society decide to
adopt those programs, but adopting them will not bolster competi-
tiveness.

Mr. BARTIZIT. Do you believe it would have a negative effect on
competitiveness?

Mr. PORTER. I would say it would be probably not an earth-shat-
tering effect, but definitely in the negative direction.

Mr. BARTLEIT. Thank you, Mr. Chairman.
Chairman HAWKINS: Mr. Owens?
Mr. OWENS. Mr. Chairman, I want to thank the members of the

panel for a very stimulating presentation.
If I may, Mr. Chairman, I would like to ask four specific ques-

tions of each individual. If you don't have time to answer the ques-
tions, I will take the answer on the second go-round, if it hasn't
been answered in a response to some other member.

Mr. Doyle, you, mentioned the rapidity, that the economy is
changing rapidly, and I would like for you to answer the question
of what level of education do you think is needed by an individual
in order to maintain -employability in such a rapidly changing
economy in order to be flexible and able to adapt?

What kind of education should we move towards as a goal for
every individual that can be achieved, with the bottoms-up strategy
you propose, where you want the schools individually to come for-
ward with innovations and meet the problems. You are saying
there shouldn't be any massive Federal Government or Federal in-
vestment.

I would like to know how you are going to-achieve that level that
is needed, especially in the area of languages that you also men-
tioned as having a need. Local schools won't decide that they can
teach Japanese or Chinese if they do decide they are not going to
be able to find teachers, without having a better pool of people,
which has to be created with some Federal investment, it seems to
me.
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Mr. Spring, I would like to know, you mentioned some very suc-
cessful programs here and there, and certainly in Boston you have
been very successfulbut, I think, Boston is probably the only
urban area where you would have a 1 percent differential between
the employment situation with respect to young blacks and young
whites. You are the only one.

The kind of tokenism you mention is gratifying to see, but do you
have any proposals of how we can go beyond tokenism, by putting
some investment; Federal Government behind those programs
which are successful.

Mr. 'Doyle--
Chairman HAWKINS. If we could have those two answered first,

because I think it will be into Mr. Hayes's time by the time those
two are answered.

Mr. OWENS. They overlap.
Mr. Doyle talked about the unemployment situation as being

very destructive because these people are not producing. They are
not going to be able to buy anything.

Unemployment is at 7 percent, accepted at 7 percent in time of
relative prosperity and we may double that figure, in a relative
downturn.

What is effect on the economy of that?
Finally, to Mr. Porter, I would also overlap, you say education is

on the frontline and you say we need massive innovative programs.
In your approach to the top level people in Korea, for example,
how many languages did the management people speak, in addi-
tion to the other question you asked, that you note they spoke sev-
eral different languages.

Mr. Doyle, would you start?
Mr. DOYLE. Yes, as quickly as I can. Certainly it is hard to put a

specific level of education. Every indication that we can get is that
the higher the educational attainment of the individual, the more
likely they are to have good jobs, to be re-employed if they are dis-
placed.

Every single factor ties productivity and adaptability to educa-
tional levels.

So clearly
Mr. OWENS. You think Federal money should be sp3nt to make it

possible for
Mr. DOYLE. Let me say this, and not answering directly, simply

because I don't have the expertise.
I do think that a more pervasive problem is not that the educa-

tional system isn't there, but all too often people, the working
workforce are not availing themselves of educational opportunities
because we are not communicating effectively enough as to how
important they are.

I wouldwould not rule out Federal funding if we found it neces-
saryM.

r. OWENS. Including that there are Japanese and Chinese lan-
guage courses out there if people would go forward and take them?

Mr. DOYLE. Certainly not. But I would say there are more out
there than there are folks willing to take them now.

Mr. OWENS. The facts will bear that out.
Mr. Spring?
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Mr. SPRING. Mr. Owens, we don't think of the Boston compact as
being a token effort, certainly not in Boston. With help from the
National Alliance of Businesses, we have been to five or six other
cities around the country, which are also very interested in trying
to establish* their cities a program with -a private sector commit-
ment to providing jobs.

Mr. OWENS. Do you think they can do it by themselves, or dowe
need a Federal initiative?

Mr. SPRING. I think Federal assistance, incentives were very
helpful; especially if you wanted to make this program general
across the country. But let me warn you on one thing, you need to
have the commitment by the local private sector.

It can't be-done bygovernment alone. In some ways that is chal-
lenging to this committee. A number of witnesses have talked
about the need for spirit and commitment, and you have to find a
way not to just have people filing applications for Federal dollars
because the dollars are there, but really get genuine commitments
from school systems and business communities to provide the
access as welas the school based job service for those jobs.

But I believe the program is rgplicable at relatively modest cost,
$40,000 per high-school is the basic cost of it to the schools. The
educational improvement is much, much tougher and will take a
longer time.

Mr. OWENS. Thank you.
Chairman HAWKINS. We will try to get back to you.
Mr. Hayes?
Mr. HAYES. Mr. Chairman, thank you very much, but I will be

very, very brief.
I want to commend -you and the staff for having assembled such

a diverse group of panelists. I have made my own distinctions as to
each one of them, I guess. I think I am correct.

One represents the industries; one represents labor; one repre-
sents the academic field; and another represents the financial
fieldall tied in with the competitiveness area so far as improving
our economy.

Needless to say, I have some difference in opinion given my own
background, and I must ask, however, Mr. Doyle, and I think, Mr.
Spring, what is your opinion? Do you support, are you for or
against H.R. 90?

Mr. DOYLE. I will step back from that simply on the fact that the
CED views itself as an educational institution and not one that
enters into that kind of, by its own group rules, that debate. So I
will bypass the question as a member of this panel today.

I will be glad to discuss it with you, Congressman, obviously in
another forum.

Mr. SPRING. Congressman Hayes, given this is an all-white male
panel, I appreciate- -

Mr. HAYES. That is easy to see.
Mr. SPRING. Your perception of diversity among us, I think,

shows a broadness of view on your part which we appreciate. You
could have picked another angle of commenting on the makeup of
the panel.

I also, however, have to say that as a person who works in the
Federal Reserve System, we don't take positions on legislation be-



cause, as I said in my testimony, I think a number of the concepts
in 'H.R. 90 are very attractive especially those dealing with encour-
aging joint labor-management approaches at the plant level that
look at industry-wide problems and which recognize the severity of
the difficulty we are working with.

My overall recommendation is that, if anything, the legislation
isn't broad enough in its conceptual approach. And Mr. Jeffords
raised the dilemma this committee faces of having to do something
very quickly on thetHouse calendar, and you might want to take a
longer view of these deeper problems and consider longer range de-
liberations and approaches.

Mr. DOYLE. I will, if I may, if you are careful to look at our
report it would suggest we do support many of the recommenda-
tions in H.R. 90. We disagree with others.

Mr. HAYES. Mr. Oswald, as you well know the textile industry,
the shoe industry and much of the steel industry and part of the
meat industry is longing, those jobs are gone. Improving our com-
petitiveness is not the only way I think that-we will recoup some of
those jobs, although I-am all for it.

Also, retraining people, who have been displaced as a result of
consolidations, close downs and all those kind of approaches going
on, the question is when you retrain them where do you place
them?

Mr. OSWALD. If you don't have a job you cannot retrain them. As
Congressman Owens pointed out, 7 percent unemployment now, we
still have the equivalent of a recession. Unless we have policies
that create jobs to reduce that level of unemployment substantial-
ly, training in and of itself doesn't create jobs, it helps people be
able to fill jobs that are available, so one needs to have policies
that both encourage job creation as well as training.

Mr. HAYES. The motive of profit has something to do with loss of
certain jobs, particularly to overseas? Investment of American dol-
lars overseas?

Mr. OSWALD. Clearly as I indicated earlier mar y firms are invest-
ing overseas. Capital is mobile. It can move anywhere around the
world to achieve the quickest profit. Labor is not mobile. Labor is
in this country or in whatever country it is in and there it seeks to
earn its living.

Capital seeks to earn the highest return anywhere. Labor seeks
to earn its return here from its productive capability in this coun-
try

M.r. HAYES. Dr. Porter, in your travels do you see the profit as
one of the motives attracting overseas investment, particularly as
some charge due to higher labor costs in this country to produce
goods?

Mr. PORTER. I would like to take that question, Congressman, to
a broader level. I would say two things. First of all, we have a mas-
sive flow of foreign capital into the United States. Some of it to ac-
quire U.S. firms and to build plants in the U.S. and employ U.S.
workers, and that is presumably going to benefit employment in
the U.S. The issue then is .(o we care if those are U.S. firms that
are operating those facilities or whether they are foreign firms.

You can turn that question around, do we care if U.S. firms
invest abroad or only invest in the United States?
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Let me very briefly talk about both questions. I think in the case
of the second question, there is a real danger in viewing American
companies as having different interests than the nation. I think
that there is a tendency to bash companies for locating plants
abroad when that is the only way they are going to have any busi-
ness. There is a great tendency to try to impede firms struggling to
improve their productivity, improve cost position and retain
market positions and say that by investing abroad they are desert-
ing America.

There is a sense in which that is true, but in the long run if we
prevent firms from doing so they will not be in buSiness. We
cannot get into a situation where it is us against our companies.

The only way we will succeed in competitiveness is by providing
the environment where our companieS do whatever is necessary to
retain that competitiveness.

Ke3pinr; hem from doing that is not going to produce a victory.
We can keep a lot of GM plants operating in the U.S. because GM
cannot .::-.vest overseas, but that will not help GM solve their prob-
leths.

As to whether we care about whether American or foreign com-
panies running plants in the United States, I believe we do. If for-
eign companies are operating these plants, if they are bringing the
know-how and capital to our country, the return on that capital
will flow abroad. The best jobs, the ones we really want, are going
to be at headquartersthe innovative jobs, technical jobs, top level
jobs.

So, I think we want our American companies to be strong, we
want American companies to own those plants, we want American
companies to succeed. If it takes some foreign investment by U.S.
companies to do that, I think we should be cheering rather than
trying to keep American companies from doing what is necessary
to retain their competitiveness.

I would hope that this committee would not view there being a
contest between American firms and American labor and the
American public. I think we are all in this together.

Mr. HAYEs. Thank you, Mr. Chairman. I realize my time is gone.
Chairman HAWiCINS. Mr. Visclosky.
Mr. VISCLOSKY. Mr. Oswald, on page 10 of your testimony you

mention the Federal government has the responsibility to protect
local communities against the consequences of plant shut downs
and mass layoffs. In 60 seconds or less, could you explain to us how
they might meet that responsibility?

Mr. OSWALD. The major way would be to pass legislation requir-
ing a plant to give advance notice as exists in many foreign coun-
tries as has been attempted in some states, but it is very difficult
for the states to do it. We believe only the Federal Government can
do it on an equitable basis.

Mr. VISCLOSKY. Thank you very much.
Mr. Doyle, you mentioned in, your testimony that, and I com-

mend you for it, that we should look for ways to protect the health
and life insurance coverage of workers. What would be your atti-
tude towards having an add-on, if you will, to protection of health
insurance benefits similar 'to this system set up for the Pension
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Guarantee Corporation, especially for those in a retirement situa-
tion.

Mr. DOYLE. Yes, would support that kind of thing. One of the
most devastating things that happens to a displaced worker or
early retiree is loss of health insurance benefits. Again the cost
tradeoffs will be very difficult ones for society to make. But in our
assessment, the fear of change is quite frequently driven by the
failure to provide some rudimentary and basic human coverage of
that nature.

So we would in spite of our normal concern about added costs
being baked into the system, that is one area that we think is
worthy of consideration.

Mr. VISCLOSKY. Thank you.
My last question I will direct to Mr. Spring and Dr. Porter; on

page 7 of your testimony, Mr. Spring, you allude to the Irish pro-
gram as far as the contribution for retraining. Is it perhaps time in
our country where we have an, educational guarantee corporation,
if perhaps the government would assume part of the responsibility
and employers and employees would, also. I note with some inter-
est your remarks on the mdividual retirement accounts and some
of the potential drawbacks, at least that you see in them.

My problem I guess, and I am new to the committee, is that we
tend to be so specific we end up having a large number of programs
as opposed to giving individuals some flexibility with the local in-
stitutions and programs. Is there a way we can work that out?

Mr. SPRING. Well, I certainly hope there is a way to work it out,
but I would not want to comment having heard your proposal for
just a few moments, on how I see it. I think that this is a very
fmancing of training for workers is a very complex issue, but I do
believe that there is room for innovative, maybe even bold policy in
this area. I think that the Irish ANGCO technique in which all the
firms in an industry pay in a relatively small amount which they
get back if the training is not up to industry standards, is one way
to think about it. I think the important principle is that the costs
are going to be shared by the country as a whole, no matter where
they come from, whether they are taxed in Washington, the state
capitals, or paid for by individuals it is all American money in this
international competitive situation.

The question is how to devise the system which would be per-
ceived as fair and which draws in all the actors. One of the prob-
lems if you let Uncle Sam do it is you don't worry about the qual-
ity at the local level. I think such a system can be devised. I think
there are several proposals for that.

Mr. VISCLOSKY. Mr. Porter, would you have any comments?
Mr. PORTER. In the interest of time, given the expertise of the

other witnesses, I think I will use this opportunity to show one
little chart.

The committee probably can't see this. What this chart does is it
plots the amount of money that we have been spending at the Fed-
eral Government level on all the things that could be categorized
as intellectual development: training, education, basic science since
1962.

I can go. back further, if you would like. What you see from this
chart is a couple of things. First of all, that we spend less than one-
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half of one percent of our GNP on these things. That is a tiny
number.

The other thing you see is that since the Reagan Administration
took office, the chart has been angling downward at .a very steep
rate and that we are now getting close to where we started at the
beginning of the Kennedy Administration in terms of commitment,
in terms of federal spending, on intellectual development.

Back to the early comment of Mr. Jeffords, I think we must
invest more in this area, in this modern competitive world that we
are competing in.

Mr. VISCLOSKY. Mr. Chairman, may I ask unanimous consent
that Dr. Porter's photograph that he showed to the committee be
entered as part of the record?

Chairman HAWKINS. The Chair was just going to ask Dr. Porter
if he would share that chart with us. We will include it in the
record at this point.

[The information follows:]
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Chairman HAWKINS. Thank you.
Mr. Ballenger, I overlooked you because you were out and came

back. I recognize you now.
Mr. BALLENGER. May I ask a question?
Chairman HAWKINS. Yes.
Mr. BALLENGER. I guess I am talking to Mr. Porter or Mr.

Spring. On the basis of your program in BostonI am from North
Carolina. I am a manufacturer. I interview and hire people on a
regular basis. We have a very difficult problem down there in the
number of employees, people that come in to be employed, high
school graduates, everything, that can't read or write. It is very dif-
ficult to train an employee for future jobs or anything.

Do you have this difficulty in Boston, and how do you handle it?
Mr. SPRING. One of the reasons why the private sector in Boston

got involved with this effort was their perception that there was a
present problem especially for young people seeking work, and a
fairly short-term problem for them as to the composition of the
entry-level age force.

It was changing, about a 25 percent decline in white young
people coming along, a substantial increase in hispanic and black.
There were 43 percent of people dropping out of school. Many of
those who graduated were not at the level of reading capacity or
mathematitlal capacity which they really hoped to find in an entry
level worker.

I think it is our conclusion that we really must depend on the
public education system to provide that education and that it re-
quires both a willingness of the education system to hold itself ac-
countable to provide quality education for all young people, as they
do in Japan.

But it is a responsibility of the business community, the universi-
ty community, the labor unions, foundation community to really
rally around the school system, which is faced with a very difficult
problem in a community like Boston which has a very substantial,
very low income population. It may be true in parts of the Caroli-
nas, as well.

The schools are going to have to do a substantially better job,
and they are going to need substantial help in accomplishing it.

Yes, it is a problem in Boston. What we have found, however, is
that those young people who will stay through 12 years of high
school have by and large mastered sufficiently the basics to be em-
ployable.

It is like the Army requirement of a high school degree as a
measure of whether you can use them in the Army. We are now
talking about and thinking about some basic skill and other train-
ing on the job, which is something new for American firms to think
about, something which I think in many cases or some cases is nec-
essary.

Mr. BALLENGER. Mr. Doyle raised his hand. I think General Elec-
tric has done something.

Mr. DOYLE. I do think what I would endorse is as employers, we
look at the twin forces of demographics and the increasing need for
skill in the job content.

;
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We put them together and forecast a period when we are going
to have more good jobs available than we are going to have people
qualified to do them.

At least :In both economic and social terms, we see the commit-
ment to basic education as being utterly critical and endorse the
work of the committee in that regard.

Chairman HAWKINS. Mr. Sawyer.
Mr. SAWYER. Thank you, Mr. Chairman.
The ctImpassion of the Chairman and his patience is a good ex-

ample of tenacity for a freshman. The questions I have I am going
to direct at Mr. Spring largely because Boston serves as such a
model to communities in this country in a very particular way, but
I suspect all of you might have something to say on this.

Both of these questions arise out of the rapid change that the na-
tion's productive capacity is undergoing both in terms of the char-
acter of production, the materials we use, and the products that we
make.

The first is how we go about the business of accomplishing some-
thing that you just touched on for the first time just now, the use
of the work place itself, not as the recipient of a new and better
trained work force coming to it, but rather as the place where,
throughout the course of a working career, worker retraining takes
place in an organized way.

We just don't have enough educational plant in this country to
move people in and out of the work force and retrain them.

The second point I think it goes along with the first one. We
speak of higher levels of training and middle and lower levels of
training, but,, in fact, the character of the work place itself is begin-
ning to reflect a substantial blur between traditional notioas of
blue and white collar employment and we need to adapt education-
al mechanisms to reflect that work.

I direct myself to Mr. Spring, but anyone may answer.
Mr. SPRING. Congressman, let me start by saying the thing about

division of responsibility and then what I think the two institu-
tions, if you take organized schooling and the private sector em-
ployers as two diverse institutions.

First, it is clear that mastery of reading, math, reasoning skills,
and of the American culture, basic historical documents, some
sense of who you are must come out of the educational system.

If it does not come out of the educational system, then individ-
uals and firms will find some other way, if they can.

Secondly, I think that skilled training with some very important
exceptions probably ought to be done in private sector firms, but
often in collaboration with vocational or community or other edu-
cational institutions for parallel training.

I think the process of trying to have the very latest equipment
and the very latest trainers in a public vocational school to do the
complete vocational job is really unmanagable.

Both Germany in its traditional apprenticeship program and the
British in thinking through their youth training scheme I alluded
to a moment ago have made this fundamental decision that specific
skill training is best done in the plan, on a work situation, under
work discipline, because there are many elements of characters
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and personal growth as well as skill acquit-lion which are really
very difficult to simulate, as it were, in a pubic school setting.

American public education has been focused so sharply on get-
ting young people into college that we have not taken the educa-
tion of people of ordinary ability with the full seriousness the
nation, its econcmy, and they and their families, of course, deserve.

If you talk to a principal or head master of an inner-city high
school and ask them how they are doing, you will get the name of
the girl who got into Brown or the young man who won a chess
championship.

There is an upper west side school in Manhattan that is proud,
half their young pe- ople go to college. Is that half the people who
start as freshmen. That is half who graduated. Over 60 percent
fail to graduate.

The focus of the education system is often so sharply on college
opportunity that we do not pay sufficient attention.

It is understandable. If you look at black young men and women
who have graduated from college, they are doing just as well eco-
nomically in the first four or five years out as white young people.
So, if you are black or hispanic, getting your kid into college is an
enormously desirable thing. But the fact is that half our graduates
don't go to college and at least 17, maybe 25 percsnt don't graduate
from high school.

You are talking about well over half of each age cohort who is
not college bound, initially, at least. For them, I think, we must
really focus on what it takes to provide high quality education to
people who do not pick intellectual topics up as quickly as others.

After all, when we say somebody hasn't gruivated from the sixth
grade, it is that they haven't mastered sixth grade material as fast
as everybody else. It doesn't mean they can't do it.

I think this requires a fundamental approach, a reform to educa-
tion which we are only beginning to get a grip on, and which, when
we compare ourselves with Japan or Germany, their educational
system is the fundamental difference.

They have a higher level of average accomplishment and a much
smaller level of people who don't master the basics than we do. I
think we have to face that problem head on.

It has to be done, I think, in the school setting with support from
the private sector and the university sector and the larger commu-
nity.

Mr. SAWYER. Mr. Doyle?
Mr. DOYLE. I would strongly support the r. Inise that the basic

education has to come from the public schooLig system. Industry
is really not equipped to do it. What industry is well equipped to do
is culls training, and for our own needs, we do it. We do it because
we have to do it.

I think there is an opportunity between those two where there
can be some very effective joint efforts. We have two: one in Cin-
cinnati, and the other in Louisville, Kentucky, where we have used
a mechanism of training for our own needs on skills training and
put together with the consortium of local smaller employers with
some JTPA funding and Ohio State funding and are training many
operators who are m scarce supply in that community and are get-
ting 85 percent placement rates from that training.
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I do think there are opportunities, as Bill mentions, to do some
very exciting things between those two already covered areas,
either poorly or well. We can't do,,basic training. We will do skills
training for our own needs. There is an opportunity between the
two.

Mr. OSwALD. There is also an example of a number of unions and
their apprenticeship skill training. They have regular upgrading
arrangements. That is often one -ay in which small employers are
benefited.

In many of the building trades areas, they are funded by contri-
butions, something like five cents to ten cents an hour that pro-
vides funding both for the basic apprenticeship as well as for the
continued upgrading for working on new materials, for new devel-
opments.

Some of the electricians do it with the new fiber optic means of
communications and the new methods for electrical transmission
that are very interesting in terms of a means of which a number of
different employers then benefit from that upgrading arrangement
as well as skilled workers.

Chairman HAWKINS. Thank you. Thank you.
The Chair would like you to comment on one question at this

time.
This committee is faced with the possibility of dealing with the

Job Training Partnership Act, which is about the 15th or 20th
training program I guess, that we have dealt with since the 1960's.

Apparently, there is some suggestion of abolishing even Title III,
with a new proposal which we 'have not yet received.

I would like to, if possible, have any of the witnesses who are fa-
miliar with JTPA and who feel qualified to respond to address the
question of whether the act itself should be changed, abolished,
modified, or left alone.

I know, Mr. Doyle, you served on a task force. Did the task force,
for example, conclude that Title III is not useful and, therefore
that we should have a new training program?

Mr. DOYLE. Let me first speak to my personal view. That is, I
think the mechanisms of JTPA, putting together business, labor,
and the public sector in this area, has been an extremely useful
one.

I would support the continuation of JTPA, particularly Title III.
Our observation with regard to its operation, however, is that we

found that the reaction time on JTPA Title III programs was too
slow and that we at least recommended in the task force study that
the JPTA monies be incorporated into a more rapid response mode,
not because we were dissatisfied with it, as such; we were dissatis-
fied with how rapidly it did respond to critical changes in the com-
munity work situation.

So, I would not align myself at all with those who are anxious to
get rid of JTPA Title III. We think it can be very effectively used.
If it can speed up its response within the context of JTPA, fine. If
it needs to be put in a new mechanism, equally fine. Moneys
should be applied. The need is real, and it should be responded to
more rapidly.

ChairmanllAwims. Some of the proponents of the program say
that we change so fast, then we have a new idea before they can
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even spend the money we give them; therefore, we get blamed for
rapidly moving from one,program to another before we even evalu-
ate and strengthen.it, or even seriously look at the program.

A year ago, I did not hear ofthis idea of abolishing Title III, for
example. If it did not operate successfully, one would have thought
that we would have had some evaluation of it by responsible agen-
cies and, consequently, open it up for some modifications, if neces-
sary.

Mr. DOYLE. I think modification is necessary, hardly abolish-
ment.

Chairman HAWKINS. Bill?
Mr. SPRING. Mr. Chairman, I would like to make a distinction be-

tween governancS issues and operational issues.
You and I have soldiered together for a long, long time through

many, many changes in the governance structure of the employ-
ment and training system.

Maybe it is because we have had such a positive experience in
Boston, where our private industry council represents many of the
major leaders, including William Etchely, who is a leader in the
CED effort, who was the first founding chairman and, because we
have strong business, strong university, strong public support, we
were able to put together the Compact as a dinct result of having
that mechanism.

It just wasn't there in Boston. I believe that we now have the be-
ginnings of a local labor market board, as it were, which we should
be proud to have happened upon after 20 years of effort, and we
should leave it alone, as a matter of governance.

Obviorsly, there is room for improvement in program. We have
no money for stipends. We have no money for basic skills, a lot of
difficulties. I think we have to approach changing Ile operational
rules of the system very gingerly, though, because we, I think, in
the 1960's and 1970's did face local operators with the presidential
program of the month so often that the very bureaucratic arrange-
ments became the enemy of quality programs. We can't afford to
let that happen again. I think that is especially true of Title III.

Improvements, certainly. But I think the idea that we are going
to abolish what we have got and do something brand new is such a
painful echo of the past similar policies that it would be unwise for
the system to take on that.

Chairman HAWKINS. This committee has asked for improvement
of Title III. The money has not been expended, even though it was
appropriated. We did not get any suggestions of how to improve it.

Certainly, I am sure we are going to be faced with the suggestion
that we abolish the program without having given an opportunity
for PICs and others to recommend improvements.

Mr. SPRING. I don't know what the Administration's proposals
will be, but if you read' Mr. Lovell's report, which I have read in
draft, it seems on the whole they are constructive.

I think it seems to me there is plenty of room to move in the
direction of more effective programs.

Chairman HAWKINS. Dr. Porter?
Mr. PORTER. Just, Mr. Chairman, to say briefly the Presidential

Commission, although its report was issued roughly two years ago,
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was very much in support of the Job Training Partnerships Act,
Title III, as a concept.

I can't comment on the specific implementation of the program. I
would also note, perhaps gratuitously, that I don't believe this Ad-
ministration has really had their heart in the whole notion of re-
training. Therefore, perhaps the way this program has been man-
aged and operated is partly a reflection of that.

Chairman HAWKINS. The President did hail the program in the
Rose Garden as being the great program of the Administration. I
don't know whether he has changed his mind or not or whether
the Department of Labor has changed its position.

We thought that we gave him everything that he asked for, even
though we stripped the program of some of the things that we
wanted to see in it.

Rudy, do you care to comment?
Mr. OSWALD. I think it is important to build on Title III. There

are things that I think become more evident. The need for faster
reaction, I think, is, by far the one single element that shows up in
the importance of advanced notice, so that you can do the planning
to get things done, the ability to get a rapid reaction team in that
is skilled and knowledgeable, the importance of involvement of
labor and management in terms of doing part of that program, and
improving the way in which you can get the money to the people
who need it.

We found that the reasons that were alleged that the money
wasn't spent was not because there wasn't a need but that there
were all sorts of barriers to spending the money.

The lack of adequate assurance to the States that they wouldn't
be hit for refunds of the money, the problems of requiring certain
State contributions that they were unclear what constituted contri-
butions and other things, so that it was clear that the problem of
notand the ability of the Federal Government to take back some
of the money and spend it elsewhere if the States to which it was
allocated weren't going to use it.

I think they were all very crucial elements in terms of looking at
how you can improve Title III to make it a more effective activity.

In addition, I would add that the stipends issue that Bill Spring
mentioned, I think, were important things one needs to look at.

The proposals of the Secretary's committee talked about encour-
aging States to allow unemployment insurance for people while
they were undergoing training is one type of stipend.

In H.R. 90, you have the proposal that people who are in terms
of longer term training programs, and I think one of the problems
has been because of the lack of stipends, an important emphasis is
on short-term programs.

H.R. 90 would extend that period for when people are not getting
either trade adjustments assistance or unemployment insurance,
they would receive some stipend so they could continue a training
program.

I think those are all important things that one can build into
making that worker adjustment program really accomplish what
we had hoped that it would accomplish in the first place.

Chairman HAWKINS. Mr. Ballenger?
Mr. BALLENGER. No further questions.
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Chairman HAWKINS. Mr. Owens?
Mr. OWENS. One question, Mr. Chairman.
Before I ask my question, I want to note that the statement was

made by Mr. Oswald that productivity is greaterAmerican work-
ers' productivity is far greater than others.

Someone else on the panel said just the opposite, that productivi-
ty of American workers is far less than our major competitors in
the free world.

Was I right? There was somebody who did say that? Was there
disagreement. on that? Did everybody agree with Mr. Oswald our
workers are far more productive than other workers among our
competitors? You disagree?

Mr. PORTER. I would disagree. In terms of the average productivi-
ty of the entire work force, if you take all sectors of the economy,
retailing, construction, manufacturing, together, the U.S. still
clings, I think, to a lead. Other countries have been narrowing the
gap in average productivity. When you look at particular indus-
tries, in manufacturing, notably, you see many striking cases
where the U.S. productivity is substantially less than other coun-
tries.

Mr. OWENS. Overall, our workers are more productive?
Mr. PORTER. Our average productivity over the entire economy is

still higher, yes, but in those parts of the economy that are most
exposed to international competition, like manufacturing, the
answer is frequently no.

Mr. OWENS. Mr. Doyle?
Mr. DOYLE. Again, I think the answer is even more complex. In

absolute terms, I think we are slightly more productive, measured
overall. In the rate of charge, we are falling behind. And yet, I
think those gross numbers are not really terribly significant and I
would only add one thing to Dr. Porter's observation.

That is there are some manufacturing industries where we are
far less productive. There are some manufacturing industries
where we are very substantially more productive than anywhere
else in the world.

So, what you have is a highly differentiated sector-specific kind
of productivity issue, and to try and address it in broad terms is
very, very difficult.

Mr. OWENS. That relates to my basic question that I will address
to Mr. Porter, although anybody else can answer it.

When I asked the question about how many languages did the
corporate leaders in Korea speak, it wasn't a trivial question. It
was a question of merit among the management. What would be
the comparison of Ph.D's in American corporations versus corpora-
tions in Korea?

That is an interesting question. Do they have sort of an informal
meritocracy? People are really preparing themselves. That is a
factor in their being able to be more competitive.

I have heard regardless of what is said about the productivity, I
have heard since I went to Harvard when I was first elected in
1982 to learn how to be a Congressman, they teach that in a week
up there. I

Speaker after speaker came in to talk to the newly elected Con-
gressmen about how high wages were destroying out economy. You
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talked about the need to get away from corporate bashing. I have
heard for the last four years labor bashing, bashing of the workers
again and again about how high wages, how productivity, are de-
stro g the economy.

Mr. Doyle addressed himself to the issue. He said compensation
is a major item we have to look at if we want to be more competi-
tive. Compensation for whom? The workers? Or compensation for
the management? Does our management merit the kind of pay
they receive, the kind of compensation they receive? Do we stack
up? How do we stack up against our competitors in terms of the
quality of our management?

Also, relating to that question is the question of you said we
must adjust to a lower standard of living, or we are already adjust-
ing to a lower standard of living, as if it is inevitable.

Does it include everybody? Is your management paid on aad-
justing to a lower standard of living? Are the rates of compensation
for management going down at the same time the rates are going
down for workers? What about the yuppie class? Aren't they bene-
fiting greatly from the present situation?

Are the financial world, the Ivan Boesky's? How does that
impact, the fact that there are several different classes or per-
hapsthey are perhaps draining capital out of the economy, being
paid excessive wages, excessive compensation, while the worker is
being driven down to the level of the world's standard? What is the
impact?

Mr. PORTER. Let me try in just a few words to address some of
those issues.

First, I think that pound for pound, there is more education in
the top management of this leading Korean company than in any
American company I have seen, with the possible exception of a
few of the drug companies where you have a lot of medical doctors
and Ph.D's on the board.

I think that reflects the view in many Korean companies the
only way they will pull themselves up is through education, train-
ing, and advanced degrees.

As for how many languages those managers could speak, they all
spoke Korean; they all spoke English; and most of them spoke
either Japanese or Chinese. I would say they would be the average,
some even more.

Now you raised a broader series of questions after that. Let me
say that my testimony, Congressman, was that America is adjust-
ing to a lower standard of living, but I very much want to make it
clear that I don't think we want to or should set that as our goal.

My point was it is already happening.
Mr. OWENS. American workers, the American financial commu-

nity? Advertising people? Does everybody adjust to that? Just the
wage earners?

Mr. PORTER. I don't believe so. I think the places in the economy
that are adjusting to a lower standard of living are those places
most exposed to international competition.

The financial sector, by and large, has not been impacted: The
advertising sector, by and large, has not been impacted, nor has
the retail sector. The places where the tough adjustments are
taking place is in the parts that are exposed. I think that manage-
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rnent salaries and bonuses have been impacted, as have workers'
salaries.

There are net good statistics on who has been hurt, who has
taken more of a cut, workers or managers. I think the answer is,
both have. It is not clear from the data what the relative amounts
are.

Coming back to something somebody else said, I am hopeful that
we don't have to solve our competitiveness problem by reducing the
dollar and reducing wages or reducing salaries. That is the worst
possible way to solve the problem.

The best way to solve the problem is to deal with the underlying
cause, which is in no small part your committee's agenda. We need
better education, better training. We need to reverse the decline in
spending on intellectual development. We need to do everything we
can, to get at the underlying cause. There is no inevitability to this
declining standard of living, none at all.

But Britain's case shows us that if we let wages slowly adjust
that it can go on for 50 years. At the end of 50 years we will look
up and see we are no longer an industrial power.

Mr. OWENS. There must be creative massive federal interven-
tion?

Mr. PORTER. I don't .think there should be massive government
intervention. Government has an important role in a number of
areas. One, education and training; two, investment in science and
the scientific establishment, much of which is conducted through
the university system, again, which is part of your agenda; three,
improving the hodge-podge of mechanisms through which we are
managing the international trading system. We have overlapping
authority. We have no strong leadership in negotiations with for-
eign nations. Our negotiators are out-negotiated time and time
again. The government has a role.

Mr. OWENS. So we are lacking in the area of negotiators also?
Mr. PORTER. We sure are.
Mr. OWENS. Thank you.
Chairman HAWKINS. Well, we have exhausted ourselves, if not

our witnesses.
Mr. Penny has come in. Mr. Penny?
Mr. PENNY. Mr. Chairman, I am fine. I apologize. I have had one

of those conflicts that occur too often around here; that is, two sub-
committees with two important hearings at the exact same time.

We had a wheat disaster in the mid-West, and the Wheat, Corn
and Feed Grains Subcommittee this morning has been listening to
farmers and others testify as to how they think we can help
remedy that situation within current budgetwithin the amount
of money that is currently available in the budget, and that took
up a good chunk of my time.

I apologize for not being here to listen to the te: 'anony. We do
have the testimony submitted in writing. I will review that.

Again, I want to thank this distinguished panel for helping our
committee focus on this important issue.

Chairman HAWKINS. The Chair will advise any of the members
who do have questions that they can submit them to the Chair. We
will direct them in writing 'to the members of the panel and ask
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them if they will respond to the questions. In that way, I think we
can facilitate additional questions.

The witnesses have been so good that they have aroused us and
challenged us, in many fields. We will have this continuing commu-
nication, I hope, to again obtain the expertise of the witnesses.

The Chair would like to commend the witnesses. This has been
an excellent hearing. It certainly is the quality of the hearings that
we hope to continue to have, and words can not really express the
appreciation the Committee has for the contributions made by thewitnesses.

With that, we wish to thank you. That concludes the hearing.
[Whereupon, at 12:45 p.m., the subcommittee was adjourned, sub-

ject to the call of the Chair.]
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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS

THURSDAY, FEBRUARY 19, 1987

HOUSE OF REPRESENTATIVES,
COMMITTEE ON EDUCATION AND LABOR,

Washington, DC.
The committee met, pursuant to call, at 9:35 a.m., in room 2175,

Rayburn }Rime Office Building, Hon. Augustus F. Hawkins [chair-
man of the committee] presiding.

Members Present: Representatives Hawkins, Ford, Murphy,
Kildee, Martinez, Owens, Hayes, Perkins, Sawyer, Wise, Penny,
Richard Son, Visclosky, Jontz, Jeffords, Good ling, Petri, Roukema,
Gunderson, Bartlett, Tauke, Henry, Grandy, Ballenger, Pease.

Staff present: Carole Stringer, legislative analyst; Eugene F.
Sofer, budget analyst; Beth Buehlmann, education staff director,
minority; and Daniel V. Yager, minority counsel.

Chairman HAWKINS. The Committee on Education and Labor is
called to order.

The hearing today is a continuation of the hearing on H.R. 90.
Because of the time constraints, the Chair will forego a rather
lengthy statement. Without objection, the statement will be en-
tered in the record.

[The opening statement of Chairman Augustus F. Hawkins follows:]

STATEMENT OF EDUCATION AND LABOR COMMITTEE CHAIRMAN AUGUSTUS HAWKINS ON
DISLOCATED WORKERS FEBRUARY 19, 1987

I would like to welcome the Secretary of Labor and thank him for joining us to
outline the Department's proposal on dislocated workers. Mr. Secretary you are to
be commended for your efforts in presenting us with a thoughtful and genuine at-
tempt to deal with the severe dislocation problem affecting workers in virtually
every part of the nation and in many industries.

My home state of California, the sun belt and the farm states are no longer
immune from what many considered to be a rust belt. or northeastern dilemma 10
years ago. One of the states facing a severe dislocation problem is North Carolina,
not an area one would think of as being in trouble.

Ever since I came to the Congress, I have been fighting for a comprehensive, co-
ordinated and permanent employment and training policynot a program created
on the spur of the moment just because the issue was politically popular.

It is the Federal government's responsibilityin cooperation with labor and busi-
ness and local governmentsto insure that opportunities are provided for the un-
employed to receive the necessary education and training to allow them to perform
at their highest level of skill and to see to it that job opportunities are generated for
them to adequately serve society to the best of their ability.

Last year, this Committee and the House of Representatives approved legislation
to help America regain its competititive edge. We included vocational and literacy
training provisions; math, science and foreign language improvement; provisions for
employment and training assistance for workers, computerized job banks and dem-
onstration programs on the feasibility of direct payment to workers for retraining.

(207)
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We're not new to the devastating effect unemployment has on workers, their fam-
ilies and communities and neither are you Mr. Secretary. The proposal you will out-
line for us today shows great concern for the men and women who face the trauma
of unemployment.

Between 1979 and 1984, more than 11 million Americans lost their jobs because of
reduced demand, closures or technological changes. More than 1 million of these
people have simply dropped out of the workforcethey are no longer counted
among the unemployed. Half of the ones who have found jobs are earning much less
money.

A radical restructuring of the American economy is continuing. Over the last five
years, we have lost more than one half million high paying manufacturing and con-
struction jobs.

It seems to me that as we discuss the problem of dislocated workers we are on the
same road, Mr. Secretary. While we may differ here and there ornsome.particular
provisions, it is important for all of us to understand that we are going to achieve
more by working together than going our separate ways.

Chairman HAwKiNs. Such other statements that will be made
.although I will yield to Mr. Jeffordsmay be put in the record.

May I simply announce at this time what we have announced
earlier H.R. 90 is this committee's part of the omnibus trade bill.
The Chair has indicated to the various subcommittees that they
should make recommendations for inclusion in the omnibus bill
,based on hearings or any other suggestions which they may have.

We are starting from last year's bill which wes a bipartisan bill
and was approved in the House. What we are doing, in ffect, is
strengthening the bill that passed the House last year.

We hope that the subcommittees follow through on this. We
again remind you that in the subcommittees, as well as in the full
committee, we hope that both Republicans and Democrats will be
involved in the drafting of such suggestions as they wish to make.

We will assume, therefore, that when the recommendations are
made, they will bear the bipartisan efforts of the members.

The Chair would like to yield to Mr. Jeffords.
Mr. JEFFORDS. Thank you, Mr. Chairman.
First, I want to welcome the Secretary. I am enthusiastic about

the actions he has taken and the proposals before us.
As you know, this is a many faceted problem. You have struck at

two of themone an immediate problem, with respect to dislocated
workers. Our experience with Title III of the.Job Training Partner-
ship Act is that the action has been too slow for those that need
quick results. We do have had dislocated resources for those work-
ers. I think you have taken important steps forward in taking care
of those problems.

With respect to the second one, which is a more long-term prob-
lem, it is a concept I certainly agree with and look forward to
working with you so we can perhaps remove whatever barriers we
have.

I welcome you here today and applaud the tremendous efforts
you have made in this area which could be of substantial benefit to
the country.

Thank you, Mr. Chairman.
Chairman HAWIaNS. Thank you.
Mr. Secretary, may the Chair join in the welcome and also ex-

press my personal appreciation and that of the committee and staff
for the cooperation which you have extended to us.
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We certainly have enjoyed the cooperative relationship and it
certainly gives us greater respect for the Department that you
head.

Some of our previous experiences with the Department have not
been as pleasant. We certainly appreciate that and hope that will
continue:

We will allow you to proceed as you desire. If you at any ;.ime
wish to accommodate some other just simply indicate and we will
accommodate you.

STATEMENT OF HON. WILLIAM E. BROCK, SECRETARY OF
LABOR, ACCOMPANIED BY ROGER D. SEMERAD, AS2ISTANT
SECRETARY OF LABOR FOR EMPLOYMENT AND TRAINING

Secretary BROCK. Thank you for your gracious comments, Mr.
Chairman. My schedule has been cleared up since I visited with
you. I think we are in pretty good shape.

Let me just say first, I find it.exciting to be before the 100th Con-
gress in our constitutional year. I really do. I think this is a pretty
fantastic time to be alive in this country. I am excited about what
we are going to be talking about, and I am also grateful for the
cooperation that I have been given by the members of this commit-
tee, particularly by the Chairman and his leaders, and I appreciate
that fact.

I appreciate the chance to work with you on some problems that
are common problems for all of us, and they are important.

We do have some initiatives we wazit to talk about. It is obvious
they can't be successful unless we work together. That is why it is
important to continue the ecaperation that we have evinced over
the last two years.

I am accompanied by Roger Semerad, the Assistant Secretary for
Employment and Training who is obviously our principal advisor
and leader on these issues to be discussed today.

I will submit my full statement for the record. If I may, I will try
to sketch the basic essence of it.

In a few hours, the President will submit to the Congress his pro-
posal for a comprehensive competitiveness package. He calls it a
"quest for excellence". I prefer that phrase to the term "competi-
tiveness". Competitiveness tends to be whatever you want it to be
to prove whatever you want to prove.

I think what we are really fundamentally saying is that this
country, has to recommit itself to being the best in all that we do.

This proposal of the President's is massive. It is not a single solu-
tion, because there is no single solution. It is complex, comprehen-
sive, integrated, multifaceted, and I think it is important to begin
by noting that fact, because when you start hearing conversation
I see the gentleman from Ohio up on the dais. He and I have had a
lot of conversations over the last six year, but there isn't anybody
who really believes you can solve the trade problem with one
action. It just is not possible.

We have so many things to do. That is what the President is at-
tempting to draw this country's attention to when he submits an
omnibus bill of this sort, that you have to have trade reform, regu-
latory reform, improvements in science and technology develop-
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ment, and R&D, protection for intellectual property rights, and
most importantlyan improvement in our human skills in this
country.

That is always the issue on which all others rest.
Success in other areas will not make us more competitive if our

work force lacks the skills and abilities required for the future. The
package contains four legislative components which my depart-
ment is responsible for developing and implementing with your ap-
proval.

Roger Semerad was the individual responsible for developing
this. That is why he is here to respond to whatever questions you
might have, as will I.

The components are fairly simply stated: first, to establish a new
worker readjustment program; second, to target certain services to
welfare youth under the Job Training Partnership Act; third, to re-
focus and decentralize the administrative structure of the public
employment service; and fourth to decentralize the administration
of the unemployment insurance system.

Together and I want to stress these four proposals have been
developed to complement one another, to reinforce one another
these will prepare us and help us to strengthen our training and
employment services for the next decade or so.

They will be to establish a new and mere flexible and more close-
ly integrated training and employment system at the State and
local level. It will strengthen the partnership between the private
sector and the government that runs the system. It will increase
the governors' flexibility and discretion in managing the programs
to suit their own individual circumstances.

It will increase the role of the private sector through private in-
dustry councils and State planning councils in the delivery of these
services.

If I may, I will focus on two particular aspects of the problem:
thee need to break the cycle of welfare dependency among AFDC
youth and the need for rapid re-employment of experienced work-
ers who have been displaced through the changing economic fac-
tors, be they trade or consumer preferences or simply changes in
technology.

Let me begin with the AFDC youth proposal. We propose that
the $800 million under the Job Training Partnership Act be used to
allow communities to have the option of using JTPA funds for
year-round remedial education and skill training for young people
who are from families receiving assistance under the Aid to Fami-
lies with Dependent Children.

I think it is obvious that we can not possibly compete in a world
economy if a significant portion of our population is permanently
barred from our economy. They are today. Not by their choice, not
by ours, but by the facts of their individual circumstances.

With all the fruits of JTPA and our economic recovery over the
last four years, there are still those who are caught in the poverty
trap.

We must find a way to bring these people in the system, to give
them the skills that they need and the chance that they deserve.

Everyone who will be in the work force by the, year 2000 has al-
ready been born. We know who they are, what sklls they will need
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to compete in their life time. We must find ways now to tap the
potential of this potential work force.

A shrinking youth population and fierce international competi-
tion will make this not just a humanitarian goal but an economic
national necessity.

With respect to our new worker readjustment assistance pro-
gram, as with welfare youth, we know that despite economic
growth, there still exists segments of the work force that have not
shared the rewards.

As with welfare youth, we need these experienced workers. Prop-
erly trained workers from declining industries can be the competi-
tive edge in our new growth industries. These workers are skilled;
they have dedication and discipline; they have work habits; they
have made the United States the world leader in industry after in-
dustry.

They are a precious resource. We can not afford to waste them if
we are to remain a world leader, economically or in any other
style.

The plight of the dislocated worker has long been the concern of
my department and, obviously, this committee. At the request of
this committee I created a task force on economic adjustment last
year. It was headed by Malcolm Lovell.

Together our experience under JTPA and other existing pro-
grams and the work of Roger Semerad's inter-agency group on
human capital, have contributed to this proposal because all of
them have focused on what is an obvious and compelling need.
That is to deal more effectively with the unemployed in this coun-
try.

I want to stress that we a..-e not looking at this issue as we have
in the past on the basis of whether they are employed because of
trade dislocation or not. I don't care why somebody :8 out of work. I
don't think they do either. The fact is :hey don't have a job. They
are not productive as human beings in an economic sense, and that
is bad for them and it is bad for us.

We have to deal with the circumstance and that means we have
to style our program to respond, regardless of the cause of their cir-
cumstance.

The importance we place on this adjustment effort is demonstrat-
ed by the commitment of $890 million. We intend to build it on the
best features of the JTPA dislocated worker program. We here to
use the positive learning experiences we have had under that pro-
gram and apply what has worked and to discard what did not.

We intend to serve 700,000 workers :n the first year, about three
times as many as are currently being served by the present pro-
grams. We intend to provide services and assistance to all workers
regardless of the cause of their dislocation. We will emphasize
early response to mobilize communities immediately on notice of
dislocation.

One of the things I think you can find very quickly is that people
get so disenchanted as the duration of unemployment continues. It
is like a cancer. It becomes self-fulfilling. It must be terminated
early. That is why we hope to develop a very quick, early response
capacity. We intend to encourage labor, management, and commu-
nity partnerships with government to do this.
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We intend to encourage and emphasize voluntary advanced
notice of plant closings and lay-offs. We intend to establish very
close linkageswe will insist upon close linkages with the unem-
ployment insurance system.

We are going to provide our services in two categories: first, a
basic readjustment service for those individuals who will find jobs
without a great deal of support other than assessment, counseling,
and job search assistance. Those are the individuals that would
normally find work in a few weeks under any circumstance. We
can accelerate and expedite that by providing these support serv-
ices.

But there are individuals who do not fit in that category. They
may have been in a skilled job for 15, 20, or 25 years and still be
functionally illiterate because they had that particular skill but no
educational base from which to broaden.

Now those individualswhether they are illiterate or notthose
individuals who can not find immediate reemployment will need
retraining services, including classroom and on-the-job training and
relocation assistance.

That will be the second category of services provided. We antici-
pate that most workers will find employment through the assist-
ance provided in the first category.

For dislocated workers who need basic training or longer term
training, the second category becomes crucial. The key for all of
these workers is getting the assistance they need and want early in
the dislocation.

Workers would be eligible to receive certificates for longer train-
ing, when necessary,' for up to two years. Encouraging joint labor-
management committees, trained i,tunff will help local communities
develop a coordinated response to the Cis location. This is especially
important, because we have found the programs that are most suc-
cessful are those that are tailored to the needs and desires of the
displaced workers, not programs that axe imposed from above.

Governors would have State-wide planning and oversight respon-
sibility. They would allocate funds for basic readjustment and
training services. The delivery of services will be built upon the
JTPA system using an allocation system that assures targeting of
funds to the most critical problems.

Ladies and gentlemen, you have heard me comment before on
the frustration I feel at the inability to properly apply our funds on
a targeted basis. I make that point again. It is simply unethical
and uneconomic and even immoral to try to farm the grants out on
the basis of some per capita approach.

It may sound like good politics, but it is lousy business. We have
to be able to put our resources where these people are and provide
the resources that they need to respond to their own economic op-
portunities.

Let me close with one thought. As we move ahead on these ini-
tiatives, I can not overstate the need to address these issues in a
realistic, cost-effective way without rekindling inflation. We must
ensure that government programs and policies are coordinated to
deal with these challenges comprehensively and not counterproduc-
tively.
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In that context, I should mention the enormous gratitude I have
to Doc Bowen, the Secretary of Health and Human Services, and to
his department for the opportunity we have had to work with that
particular office, because a lot of these individualswhen you are
talking about welfare youthare caught up in government laws
and regulations that, unless modified, will hold them in the pover-
ty trap I was describing.

The ability of Health and Human Services to work cooperatively
with us to remove those barriers to employment is a fundammtally
important aspect of this program.

In conclusion, Mr. Chairman, I look forward to working with you
on these proposals. I am excited about them. I think they represent
a fundamental change in direction that is terribly important for
this country to take.

We are going to run out of skilled people if we don't move effec-
tively and quickly in this country, in this 100th Congress.

I look forward to that opportunity to work with you, and I appre-
ciate the chance to be with you today.

Chairman HAWKINS. Thank you, Mr. Secretary.
[The prepared statement of Hon. William E. Brock follows:)
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PREPARED STATEMENT OF HON. WILLIAM E. BROCK, SECRETARY OF LABOR

Kr. Chairman and Members of theCommittee:

I am pleased to have the opportunity to testify before'

you today. In a few hours, the President will transmit the

"Trade, Employment and Productivity Act of 1987" to Congress.

I' am looking forward to discussing the important issues

contained in that proposal as Congress and the Administration

jointly begin to address the subject of competitiveness.

America faces acompetitive challenge in the decades

ahead which, if not addressed effectively, could have serious

consequences for. our -economy, -our national security, and

the standard-of living of.all citizens.

A complex set of. factors accounts for our country's

present competitive posture: the budget deficit, slow produc-

tivity growth, and the need for a Letter education and

training.system to prepare our young people and dislocated

workers for the changing nature of the workplace. I believe

we can meet the challenge and overcome these problems.

The President has established a national goal of assuring

American competitive preeminence into the 21st century.

219



215

- 2 -

However, there is no single solution. To fulfill

the Federal Government's responsibilities, the proposed

legislation the Administration is launching today has five

titles aimed at:

1. Increasing investment in human and intellectual

capital;

2. Promoting the development of science and technology;

3. Better protecting intellectual property rights;

4. Bringing about essential legal and regulatory

reforms; and

S. Improving the international economic environment.

Investment in human capital is critical. Success

in other areas will.not make America more competitive if

our workforce lacks the skills and flexibility that will

be required for the jobs of the future, and the ability

to be more productive than ever before.

The "Trade, Employment and Productivity Act of 1987"

contains four legislative initiatives developed by the

220



216

- 3 -

Department of Labor to respond to these challenges:

-- A proposal to establish a new Worker Readjustment

Program;

-- A proposal to target certain services to welfare youth

under the Job Training Partnership Act (JTPA);

-- A proposal to refocus and decentralize the administratiVe

structure of the public Employment Service; and

-- A proposal to decentralize the administration of the

Unemployment Insurance system.

Together these proposals will strengthen the administra-

tion of training and employment services and focus resources

on two of our most critical human resource problems: the

need to break the cycle.of chronic welfare. dependency among

youth from AFDC families, and the need for rapid re-employment

of experienced workers dislocated because of a variety

of economic factors.

The combined impact ofthese training and employment

initiatives will establish a new, more flexible and closely

inte;rated training and employment system at the State

and local levels. 'It will also strengthen the partnership
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between the private sector and government. In addition,

the proposals will increase Governors' discretion and flexi-

bility in managing these services and program resources.

Under broad Federal guidelines, States can plan. and coordi-

nate where; when, and how resources will be used under

the JTPA, worker adjustment, and the employment service

program. By enhancing the Governors' ability to utilize

these resources, efficiencies can be attained while critical

problem areas can be targeted more effectively.

There will also be an increased role for the private

sector--through local Private Industry Councils and State

training and employment councils- -to provide guidance and

oversight,with respect to planning and delivery of services.

This private sector participation is essential to assure

that the services are coordinated, nonduplicative and responsive

to State and local labor market conditions.

In addition to the four employment and training proposals

I have mentioned, I wish to alert the committee to one

other proposal that will be contained in the President's

"Trade, Employment and Productivity Act of 1987.° This

proposal, which deals with the funding and termination

of pension plans, will be transmitted to Congress with

the competitiveness package, but will not be written as

legislative language.

Next month, the Labor-Management Relations Subcommittee

of this Committee and the Senate Labor Subcommittee will
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hold joint hearings on the pension proposal. For now,

let me briefly state that our initiative is designed to:

o Strengthen ERISA's.miniana funding standards

to assure that plans will be sufficiently funded

and able to provide participants their full benefits.

o Permit employers to withdraw certain surplus

assets from ongoing plans, provided that certain

conditions designed to protect plan participants

are met.

o Permit employers to transfer assets available.

for withdrawal. from overfunded plans to fund

retirement health benefits of current retirees.

Now let me turn to the particular problem of dislocated

workers.

The Bureau of Labor Statistics as well as the recently

released report of my Task Force on Economic Adjustment

and.Worker Dislocation pointto the fact, that despite

economic growth, there are still some segments of the workforce

that have not shared the fruits of our economic recovery.

As we look toward the challenges we will face in the 21st

century, we must begin now to design programs to assist

these populations, not just for humanitarian reasons, but
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because these workers will be essential in a competitive

workforce of the future.

Dislocation is a particularly serious form of unemploy-

ment. Because dislocated workers frequently have held

the same job for many years, their adjustment can be difficult

because of age, obsolete skills, family responsibilities,

and community ties.

Plant closings and mass layoffs frequently have adverse

impact on entire communities.

It is essential that we as a nation have in place an effective

policy and program for dislocated workers for the following

reasons:

The slow labor force growth, resulting from the demo-

graphic changes we are facing, makes essential the

full use of worker potential--particularly the potential

of those who have a proven capacity and talent for

productive work.

-- The changing world economic and trade picture (and

our own_national interest) demands a flexible U.S.

labor force to adjust rapidly to new conditions.

-- There exists broad consensus that dislocated workers- -

and cities and regions disproportionately impacted--

224
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should not bear the full burden of the adjustment

process.

The importance that this Administration places on

an effective adjustment policy is demonstrated by our willingness

to launch a major new initiative at a time of serious budget

constraints. Our proposal, which requests $980 million

for the first year, incorporates many of the conclusions

and recommendations of the Cabinet Council Working Group

on Human Capital, as well as my Task Force on Worker Dislocation.

The program would:

-- Build on the best features of the JTPA Dislocated

Worker program and the positive learning experience

we have had under the program in learning what

works best for these workers;

Substantially expand services to dislocated workers;

Serve almost three times as many workers as are

currently being served by present programs;

Provide coverage of workers regardless of the

cause of their dislocation;

Incorpora.te the best practices used around the

country;
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Emphasize an eaily.response capability to mobilize

communities and deliver assistance immediately

on notice of dislocation;

Encourage labor, management and community partner-

ships in addressing dislocation problems;

Establish close linkages with the Unemployment,

Insurance system as an integral part of adjustment:

services ;'

-- Emphasize voluntary advance notice of plant closings

and layoffs.

Building on our experience under Title III of JTPA,

services would be provided in two broad categories: basic

readiustment services, including assessment, counseling,

and job search assistance; and retraining services, including

classroom and on-the-job training, and relocation assistance.

Training and retraining would be available through traditional

arrangements and through vouchers. In addition, workers

could receive certificates of continuing eligibility for,

training for up to a two-year period.

The formation of joint labor-management committees

would be encouraged. A staff of trained facilitators could
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assist in setting up the committees and. help the local

committee in developing a coordinated response to the.dislo-

cation.

The delivery of these services would be built upon

the JTPA system, using an allocation system that assures

targeting of funds by the States to the most critical areas

of dislocation.

Of the total $980 million budgeted, 30 percent will

be distributed by a basic allotment to each State for read-

justment services with further allocation to substate areas.

Fifty percent of the total will be available for retraining

services with allotments made to States up to a predetermined

State target level. Twenty percent of the total will be

available for the National Reserve Program; these funds

may be used for mass layoffs, industry-wide and multi-state

projects and other national activities.

Mr. Chairman, the combined package of Labor Department

initiatives will make an important contribution to guarantee

America's preeminence in world market competition.

Combined with the new worker readjustment program

I have outlined, the AFDC youth proposal will assure that

we fully tap the potential of our future labor force as

we enter a period of projected skilled labor shortages.

In addition, the Employment Service initiative will assure

the most effective'llse of resources in supporting the adjustment

process.
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Mr. Chairman, during the past several months, my Depart-

ment has launched a major examination of the work trends

through the year 2000.

These trends will profoundly affect policy issues

that concern our Department and this Committee, and with

the turn of the century just around the corner we need

to recognize and begin to deal with them today.

We have chosen to call our mission the WORKFORCE 2000

Project.

In very broad terms, our objectives are to inticipate

and prepare for change by enhancing the skills of the work-

force. The proposals that the President is transmitting

today as part of the comprehensive competitiveness package

have been developed with these objectives in mind. My

Department is prepared and eager to start immediately to

work closely with this Committee toward - enactment of this

legislation as well as the punsion initiative.

As we move ahead on these initiatives, I cannot overstate

the need to address these issues in a realistic, cost-effective

way, without rekindling inflation. The budget environment

we find ourselves in demands that we target available funds,

and ensure that government programs and policies are coordinated

to deal with these challenges comprehensively--not counter-

productively.
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Mr. Chairman, all of the ideas on this subject being

considered here in'Congress will do nothing to improve

the nation's competitiveness if they place too high a financial

burden on the private sector, or if they dismantle the

economic tools that have provided for recovery and growth

thus far.

Just as the President and we in the Labor Department

are viewing all of our many responsibilities with an eye

toward the year 2000 and with the goal of a competitive,

flexible workforce that is second to none in the world,

I urge this Committee to consider this same goal during

your work on all labor issues, not just proposals that

are to become part of a "competitiveness" package.

My staff and I look forward to working with you on

the President's proposals which will Improve our nation's

competitiveness.
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Chairman HAWKINS. The Chair will announce that we will adhere
strictly to the five-minute rule. When I notify you the five minutes
have expired, I will drop the gavel. I would appreciate, the mem-
bers complying with that request.

If the Secretary is responding to a question, we would assume
that he would complete his statement. His answers obviously, will
not be limited to the five minute rule.

Mr. Secretary, 1 read your statement last night. I must say that I
did not disagree with it. I thought that as far as it goes, there were
some excellent ideas. I do not in any way oppose anything that has
been suggested in the statement.

My only problem with it is that it seems to be rather a modest
approach to an employment and training program. Obviously, it
improves the condition of the dislocated worker. In that respect it
does provide the additional money which is rather generous com-
pared with what is ordinarily proposed around here at this time.

However, the idea of a comprehensive approach to our problem
seems to be much more desirable. I am wondering why instead of,
let us say, drafting a comprehensive employment and training pro-
gram, we are dealing almost exclusively with the problem of the
dislocated worker only, even though it is serious.

I am quite sure there are a lot of other unemployed and under-
employed people who feel their problem is just as serious. We are
not reaching many of the unemployed youth. You are well aware
that some 3.5 million of the unemployed are young people. We are
not going to reach very many with this proposal.

We certainly aren't going to do very much for welfare recipients
if the displaced worker who has had some experience on the job
finds it very difficult to locate a new position. Obviously, those wel-
fare recipients who haven't had a job are going to find it very diffi-
cult to find one.

We are not touching those at the minimum wage level who work
every day throughout the year, who have families to support, but
who find it difficult to make ends meet. We are not addressing
their problem or the prcblems of refugees and immigrants.

In other words, we have a great number of individuals whose
problems are not going to be in any way addressed in this type of a
program.

We have probably had 14 different manpower or job training
strategies since I have been in Congress. Every two or three years
we throw one overboard and say we are going to go for something
new. We don't seem to be building on the success of the past. In-
stead, we seem to be constantly changing, confusing people who are
trying to operate programs, confusing the States, and so forth.

Do you have under consideration a more comprehensive ap-
proach to the problem of unemployment rather than confining it
simply to what seems to be the popular thing right now, since the
trade bill is up?

Secretary BROCK. Mr. Chairman, if I have communicated to you
an impression that we are trying to deal with only one aspect of
the problem, I have made a fundamental error. I apologize. That is
not my intention.

What we are trying to do is to deal in a very comprehensive way
with the problem. Let me point out to you that when we come with
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this, we are building upon what has been successful in the past and
trying to add to it and improve it in ways that are proven, not in
some window dressing fashion.

If you look at this problem in total terms, picking up what we
already do and what we are adding here, I think we are covering
those groups that you have mentioned. We have presently about a
million people we are working with under the Job Training Part-
nership Act per year.

Second, we are adding with this proposal another 700,000. That is
above the figure of, say, a quarter of a million that would have
been treated under the present Title III and TAA approaches.

Third, if you give us the authority to focus these training efforts
on the AFDC youth, we will serve 160,000 of that group. We are
approaching two million people a year, I think, that could be cov-
ered. That is a major component, Mr. Chairman, a major compo-
nent of the disadvantaged ari unemployed community of the
United States.

You have to understand that of those people that are unem-
ployed, a very high percentage are re-employed in a period of a
very few weeks. We are not trying to change that circumstance
other than to accelerate the time by which they get new jobs. But
we are saying that there are people who are not being effectively
dealt with under the programs presently in law that we can reach
in a better fashion with this approach.

Hopefully it is designed to deal with it as comprehensively as we
possibly can.

I can not think of a group that is not covered by this approach.
You mentioned youth. Two-thirds of the JTPA money nowtwo-
thirds of the beneficiaries of the Job Training Partnership Act are
young people. We are Adding 160,000 welfare youth under the
AFDC proposal.

Chairman HAwitnis. The present proposal is only reaching about 4
percent of the target population, even granting you that you are
reaching two million people.

Last year some 15 million persons were without jobs for a sub-
stantial part of the year. That is a great number. Even the $980
million which seems to be rather generous, assumes, as I see it, the
elimination of at least two programs and appropriating those funds
for this package.

In addition to that, a great number of other relevant programs
are being eliminated. I don't know whether they are contingent on
the use of the $980 million or not.

There was a 28 percent cut in education being proposed by the
Administration. The vocational education program is slated for
elimination. These cuts reduce the money which is being made
available to these unfortunate people. When you take the total pic-
ture, it seems to me that our effort falls short of what is needed.
That is why I say it is rather puny. It is like going on a safari in
Africa using air rifles and BB guns rather than being prepared for
the battle that is ahead of us.

I am just afraid this is going to be inadequate. I don't know
whether or not you are responsible for suggesting what is going to
be done in the field of education.
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I don't see any references to education in the proposal today. I
anticipate when we get-around to education we are going to be of-
fered budget proposals that will slash education by 28 percent. This
will obviously weaken any training that is provided under this
Pro Neal.

Secretary BROCK. Mr. Chairman, I don't know the components of
other departments' budgets. I really do not think I can comment on
this. But to pick up on your analogy of going hunting in Africa, the
bushmen in Africa go hunting after the cape buffalo, which is the
most dangerous beast in the world, and they do it with a little bow
that is two and a half feet long and a stick called an arrow that is
just dipped in a little bit of sleeping poison.

Chairman HAWKINS. You and I wouldn't hunt that way, I am sure.
Secretary BROCK. No, but they are a whole lot better at it than

we are. I would rather be with them in that hunt than with me
with a 12 gauge.

Chairman HAWKINS. I understand my time is up, Mr. Brock.
Mr. Jeffo-ds.
Mr. JEFINADs. Mr. Secretary, would you like to make further

comments to the Chairman's remarks?
Secretary BROCK. Well, we have explored the bushmen adequate-

ly. The Chairman obviously is absolutely right, that we have a
large problem.

But I think you have to be precise in describing the problem.
When you say there are 15 million people that are in and out of
work during the course of a year, you must recognize that many of
those people are out for less than a month. These are people that
are in rapid transition between jobs. They are not "unemployed" in
any classic sense of the word at all.

When you look at your target population, you are coming to a
much different set of numbers. There are about a million and a
half people, according to the.best data we can come up with in the
Bureau of Labor Statistics, and we are good at that. We are the
best statistical people in the worldJanet Norwood and the people
that work with her.

We estimate that there are about a million and a half displaced
workers a year. Out of that, the majority will get re-employment
very quickly. They have skills that are applicable in their commu-
nities in same other business.

What we are trying to deal with is the people that don't have
that opportunity. We hope to train 700,000. That is well over half.
That is probably three-quarters of those, if not 90 percent of those
who are within our capacity to reach that need the help. It might
be all if we do it well enough.

So I think we are doing a heck of a good job, or we propose to do
something fundamentally that will be very important, that we are
not doing well now.

Mr. JEFFORDS. I thank the Secretary for those comments. I think
you would agree that we all have a problem with the deficit in that
we have to try to figure out how we can come up with sufficient
resources to do all the things we would like to do.

I praise your part of the program. I, like the Chairman, have
problems with the educational aspect, as to whether or not it will
make a dent in the long-term.problems relating to resources avail-
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able to our universities to upgrade their research and development
programs; the need to attract more science and math teachers; and
more effort in the schools.

I would like to address some specific issues although the broader
questions bother me more, i.e., the fact that our real average wage
has gone down by 9 percent. We are replacing high paymg jobs
with relatively lower paying ones, which are service types rather
than manufacturing.

Backto the proposal with respect to the dislocated workers issue
is of critical importance, not only to this Committee, but one which
hung up the House with respect to its ability to help those dislocat-
ed workers.

There was one area that was avoided by your task force. That is
the question of notice. There are two aspects of notice. One is pure
notice. I have some problem understanding how we can adequately
help the dislocated workers without some form of adequate notice,
in order to get the mechanics in motion, to provide them with the
kind of assistance they need during that low period when they find
out they do not have a job.

Secondly, the urging of the unions, primarily for a component if
you do have notice of consultation, in requiring bargaining during
that period.

I would appreciate it if you would comment on each of those sep-
arately. I understand in your proposal you are looking to the states
to provide laws with respect to voluntary notice. I don't quite know
what that means.

Also, as to whether or not a component which requires bargain-
ing and consultation is helpful or harmful in trying to bring about
assistance to the dislocated workers.

Secretary BROCK. We hope to provide substantial incentives for
States and communities and companies to markedly improve their
performance in terms of advance notice of closings or mass layoffs.
It hai been suggested by some on this committee that the Federal
Government should mandatorily require 100, 120 days, whatever
the number, of advance notice.

The concern that we have, and I think I speak broadly for the
Administration is that very few companies that I am aware of
want to close a plant. They all want to keep it open.

They try desperately to keep it open. If there is some statutory
requirement for advance notification, the day that that notice is
handed over to the local newspaper is the day that plant will lose
access to its suppliers, to its banks, to its creditors, and you have
created a self-fulfilling prophesy that the plant will close whether
you want it to close or not, simply because you had to meet some
statutory deadline in order not to be subject to criminal or civil
penalties.

levels and Federal, level to provide advance notice, so that it be-
comes not only ethically the right thing to do, but economically the

conse-
quence. What we have said is in order to avoid that, let's see if we
cannot build really significant incentives in at the local and State

right thing to do.

teams in there, we can help these individuals well before the plant
It is terribly important that we know this in advance. We can get

I don't think anybody wants to end up with that as a

.-
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closes if we get that opportunity and we can really make a differ-
ence in resolving some issues.

There are some plants that are going to close. That is right and
natural in a moving economy. There is nothing wrong with that.
We have human beings involved and we would like to give them as
much support as we can.

The second question you asked about consultation between the
work force and the management.of thatkplantI can't imagine cir-
cumstances in which that would not be helpful. I obviously think it
is something that.they should work together on.

Again, it doesn't mean they are not going to close the plant, be-
cause in some cases they have no choice. But you should at least sit
down and reason together and see how you can minimize the
human, anguish that accompanies that type of action.

.I think that is an important step to take.
Mr....JEFFORDS. I would like to add one sentence. Our State is con-

sidering a notice; but-the opponents say the Federal Government
ought to do that because if the:States get involved it puts up a bar-
rier for getting plants in who would be afraid of the notice.

Secretary BROCK. Well,- everybody is good at passing the buck.
Chairman HAWKINS. Mr. Ford.
Mr. FORD. Thank you.
Mr. Secretary, you raised so many issues.
In my five minutes, I just want to peruse with you your num-

bers. You left me behind.
Your plan contemplates that you take the people now being

reached, although a very inadequate portion of them by trade as-
sistance and the people being reached by Title III of JTPA, again, a
woefully-small percentage of them who would benefit from partici-
pation in the programs, and folding them into this $980 million
program, and then you come out with a figure of $700,000.

Then you mention that JTPA is now reaching 250,000. Do you
add the 250,000 to get to your two million, or do you take into ac-
count you are taking the resources now used on that 250,000 and
folding it into your 700,000?

Secretary BROCK. I am includingthe 250 is part of the 700,000. I
wouldI believe that we can triple the yield of the present pro-
gram of dislocated workers. If it is 200,000, 230,000, whatever the
numberI am not quite sure if we are that precisewe would
raise it to 700,000. It:is.an. inclusive number.

We are tripling the response.
Mr. FORD. Back in the late sixties, this committee had the

luxury, if you willwhen we think of it now, it was a luxuryof
having an unemployment rate so low in this country for people
who had jobs and so few people who had jobs being put out of them
that we were able to concentrate our efforts on what we called the
hard core poor, people who never had job experience.

I have the feeling that what you are proposing is going to fail
just as those programs did because they promised too much and de-
livered too little.

I have the' feeling that when your-own commission in its findings
pointed out that we are adding to the pool of structurally unem-
ployed people, not people without work experience, but people who
had jobs, about two million people a year, as a result of plant clos-
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ings and relocations, that what we are doing is running around
with a basket of Band-aids trying to patch up deeply wounded
people, and communities with Band-aids, and there just aren't
enough Band-aids to get the job done.

Along with that, after your commission reportedand I don't as-
cribe this to you, but someone allegedly speaking for the Adminis-
tration suggested that if their recommendations were followed, this
would be an alternative to other proposals that are being made to
do something about the increasing balance of payments deficit
which reflects itself in, jobs that are now someplace else, not in the
United States.

I don't know whether the people who said that really believed
that the American public is in a mood to be turned off by, as the
Chairman characterized it, a rather pallid program like this. This
will not stop the people who lose their sense and shoot at Japanese
cars in my district, believe me. This is not going to convince them
when they pick up the paper and read that a model of an automo-
bile made heretofore in my district, one of the largest selling auto-
mobiles of the largest profit-making auto companyfrom autos,
not largest profit-making auto company, but from autoslast year
has announced the removal of one of those compact cars in this
fashion. They are not golg out of business. They are not going to
reduce production. But they are going to replace in 1988 a car that
is made in several places in. the United States with one that will be
assembled in Mexico with Japanese parts. It will become cost com-
petitive with their own compact car.

They acknowledge upfront that it probably will reduce the sales
of that model which is being kept here because they expect it to be
more competitive.

Now, these phenomena are occurring so regularly throughout
the country that people are getting very restless. The Congress is
beginning to reflect that restlessness is it frequently does. We are
generally at least five years behind the public on these issues.

I am afraid on this one we are. I don't want to get you into the
tangle in the jungle of protectionism. But when you are adding to
the people that Mr. Hawkins mentionedthe people who have
never been trained for a job, who never had the opportunity to
work at a steady jobyou are adding to that population which we
know is out there and is growing, people who were gainfully em-
ployed who are no longer gainfully employed, it seems to me that
the numbers you give us really do not suggest that we are serious
about doing very much about it.

Chairman HAWKINS. Mr. Ford, your time has expired. We will give
Mr. Brock the opportunity to respond to the question.

Mr. Brock.
Secretary BROCK. I will try to abide by the five minute rule, too,

Mr. Chairman.
Chairman HAwmis. No, no. We are not going to limit you. We

wouldn't do that. We had a tough time getting you up here and we
don't get you that often.

May I suggest, however, that any of the members who may have
questions that are not going to be answered today be able to submit
the questions in writing to the Secretary? I am sure he would ac-
commodate them.
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Secretary BROCK. I would be more than delighted, Mr. Chairman.
Thank you for mentioning that.

I will say to the distinguished gentleman from Michigan that I
really don't know how to respond to that because we have two pro-
grams now that are treating probably less than a quarter of a mil-
lion people and dog-gone ineffectively. We are -required under the
rules of one law to apportion our assets across the country on a per
capita basis regardless of need.

I think that is ridiculous. We are given virtually no discretionary
authority to put those resources into an area, Michigan being a
pretty good example, that has been hard hit by changing economic
circumstances.

Then we are told that we have to run a program under the
Trade Actgranted, it is under a different committee's jurisdic-
tion, but it is applied to the same problem areathat says I have
to spend 6, 8, 9, 10 months to find ,out whether somebody is quali-
fied for the money, and by the time I find out they- are qualified,
they have either died or gone back to work someplace else.

It is ridiculous. A lot of that money is going down a rat hole.
$344 million is spent on those two programs, and when I come up
here and say I want to triple the amount, I want to can two lousy
programsnot lousy, they are just not very effective programs
two well-intended, but not very good programsand substitute for
them one that clearly has proven success behind it, because it has
worked at the State and community level, to deal with 700,000
people at a minimum instead of 200-plus thousand. I am surprised
there aren't hallelujahs.

Chairman HAWKINS. Thank you.
Mr. Goodling?
Mr. GOODLING. Thank you, Mr. Chairman.
One comment, Mr. Secretary. I appreciate that you brought us a

package that provides us with a good frame work, upon which we
can build. So many times, at feast on the education side, we get
packages which we can't build fromwe have to start all over from
scratch.

So I appreciate the fact that you have brought us something that
we can really work with.

We will do our best to put an educational component in this
package, because unless you are more effective than most of us,
you may not get the kind of cooperation from the education depart-
ment that is needed to make this a comprehensive approach.

Just one good example. Rather than zeroing out vocational edu-
cation, it seems to me, here would be a golden opportunity to make
that program more effective by getting the private sector much
more involved.

I just spoke to some Chrysler parts managers from several
States. They are in the business now of bringing people in for nine
weeks for the book work and then nine weeks hands-on with the
sophisticated equipment. So it seems to me we could force some
kind of cooperative effort which would benefit everyone if, as a
matter of fact, we use those existing vocational schools and get that
kind of outstanding equipment.

It would be much cheaper for the company in the long run
rather than just zeroing it out and saying it is a flop. So we will do
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our best to create an education component. Again, I do want to
compliment you for giving us something that we can work from,
which doesn't always happennn this committee.

Thank you, Mr. Secretary.
Secretary BROCK. Thank you very much.
Chairman HAWKINS. Mr. Kildee.
Mr. KILDEE. Thank you, Mr. Chairman.
Mr. Secretary, I welcome you here this morning. There are two

groups in my district that I am deeply concerned with. I am from
Flint, Michigan, which is again reaching the point of being the un-
employment capital of the country.

The first of these is the older workers who are being displaced.
Another group -I am very concerned with is the young people.

A person 18 through 25 in my city is probably not working well.
He or she does not have what I used to call the good job. When I
graduated from high school a number of years ago, one could grad-
uate from high school on Sunday and go to work for Buick on
Monday.

Mr. Chairman, could we have some order, please?
This is no longer the case in Flint, Michigan. Anyone 18 through

25 does not have the good job. GM has hired virtually no new
people in the last seven years.

Now, with that, thoughand I know you are the Secretary of
Labor but the same Administration has asked us to zero out voca-
tional education, which is used to train those who want to enter
the job market, those who, as you mentioned, will be working in
the year 2000. Will not that create more problems for you if we
aren't training these people on that level?

Cutting. out dollars there for those in elementary school and
grade school now, cutting out those dollars, will that not compound
your problem, your successor's problem in the year 2000?

Secretary BROCK. Mr. Chairman, as I said earlier, it is very diffi-
cult to, comment on the composition of some other department's
budget without knowing what the other component parts may be
and what they propose to do with ti totality of their effort.

But let me draw back from a specific question for a moment and
look at the skill needs of this country as we perceive them over the
next 13 years. When I first came into the department we began a
program called Youth 2000, which we turned into Project 2000.

It is an effort to analyze the work force we have in the country
and relate it to the work place that we are going to have over the
next 13 years. We don't have any gift of prophesy in the Depart-
ment of Labor, but we can make certain forecast with a great deal
of accuracy.

Everybody that is going to be working in the year 2000 has been
born. Everybody that will graduate from high school is already in
kindergarten. We know who they are, their demographic character-
istics, racial characteristics, income characteristics.

We know 80 percent of the new entrants in the work force-80
percent between now and the year 2000 are going to be women or
minorities or immigrants. Those are three groups that have tradi-
tionally been disadvantaged in the United States.

You take that and then you sit over here and look at the other
side of the scale and say what kind of jobs are being created?
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Sometime I will explore with all of you, if you would like to, in
much greater detail this fallacy of whether or not all of these new
jobs are low income jobs. That is not true. I would be happy to
debate it with you, but let me lay that aside and just talk about the
kind of jobs we see being created right now.

The overwhelming number of jobs being created are jobs that re-
quire an entirely different level of ski' than the jobs of the last 20
and 30 years. They require cognitive skills and communications
skills. They do not by and large require vocational skills.

So, either we have to change our vocational system or develop
something much better than what we are now doing. Our kids are
coming out of school today unprepared for the work place of 1987,
much less the work place of 1995, and the year 2000.

We are graduating 700,000 kids every year that can't read their
dog-gone diplomas. We have another 700,000 that drop out every
year. Twenty-five percent of the American children are not finish-
ing school.

How do we expect to compete with Japan? It isn't just a matter
of vocational education, Mr. Chairman.

Mr. KILDEE. On that point then the Administration is not only
asking us to zero out vocational education, but asking us to re-
trench on the Federal support for education. That includes the cog-
nitive skills.

To my mind, that is more than confusing. When I see one depart-
ment of government saying we must address this problem, the
other department of government re-trenching in our efforts to
really have not only a trained, but educated work force.

Secretary BROCK. I hear you. I really am going to be very careful
about getting into a discussion with you on the Department of Edu-
cation's budget. I don't know.

But I think a couple of points.
Mr. KILDEE. There must be a telephone line between your depart-

ment and the Department of Education.
Secretary BROCK. Well, that works better than the postal service.

I think it is fair to point out that the Department of Education or
the Federal Government generally is not in the positionhas not
been for 200 yearsof financing all public education in the United
States.

We provide about 7 percent of the education dollars. So that is
point number one.

Our primary purpose is to provide leverage for qualitative im-
provements, leadership, and hopefully deal with some of the prob-
lems that are unique that cannot be dealt with in a particular com-
mittee.

Mr. KILDEE. You are retrenching.
Secretary BROCK. It is my understanding there is not a retrench-

ment in support of disadvantaged children, rather, there is an in-
crease. But, you are asking me to get into a subject I do not know.

Mr. KILDEE. The kids now that come from the neighborhood I
was raised in probably do not fit that disadvantaged category. I
still live within a mile of the house I was born in.

For the most part, those children there would not fit the title or
qualification of disadvantaged. But they are leaving high school
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with no job. Yet, the Federal Government is retrenching in its con-
cern for education.

There are certain national purposes in education, are there not?
Secretary BROCK. Yes. I do not accept that we are retrenching.

Let me make one last point.
In the 1973 to 1983 period, in 1973, 43 percent of our total nation-

al education budget went to teachers. I think that is too low.
In 1983, it went down to 38 percent. I don't know about your dis-

trict, but I do know that nationally 38 percent of the funds going to
teachers is inexcusable. Where is the rest of the money?

If we have only seven percent at the Federal level, 10 percent
could have been added at other levels. We could have had a heck of
an increase with more teachers, better teachers, more well-fi-
nanced teachers just by changing our approach to this thing.

Chairman HAWKINS. Mr. Petri.
Mr. PETRI. Thank you, Mr. Chairman.
May I spend a minute or two exploring the feature of your pro-

posal having to do with plant closing notification. Do you think
that is integral to this or can it be set aside and can we deal with
the rest of the proposal and other ideas and leave that for another
day?

Or do you think it is important we address that subject at the
same time that we deal with the rest of the proposal?

Secretary BROCK. As long as it is dealt with. I am not sure it is
essential that it be part and parcel, but, frankly, I would prefer
that it is because I think it is within the context of the large ques-
tion.

What we are dealing with is a situation where the rapidity of
economic change causes human dislocation which costs us an eco-
nomic price.

People are laid off or their plants closed or their jobs are abol-
ished by changing technology or consumer preferences. This coun-
try can no icnger afford to be without the availability of those
skills.

Having a plant closing component where we get earlier notice to
those individuals, without it being a Federal mandate, is the right
and logical thing to do. It allows us to intervene earlier, put those
people back to work more quickly, and give them an alternative
skill more effectively.

In other words, it helps to deal with the problem we are trying to
deal with in this legislation.

Mr. PETRI. Have you considered or do you have any comments on
the approach in CanadaI think Ontariowhere notification isn't
mandated but companies are penalized if they don't give notice by
requiring them to make additional cash payments to give people
unemployment compensation for the time they would have had
notice?

In other words, put a little teeth in encouragement, even if it is
not a requirement. Or do you think that goes too far? Do you have
any comments on that as another approach?

Secretary BROCK. I am a believer in incentives.
Roger?
Mr. SEMERAD. We haven't built penalties into our act. We do re-

quire under our proposal that States create rapid response teams.

239



235

We do encourage labor/management discussion. We build incen-
tives in to make it more attractive to do the voluntary advance no-
tification.

There is an actual economic benefit. Bear in mind that other as-
pects of our package put more of the discretion and the decision
making and the authority for the UI fund back at the States so
that through things like experience rating, employers could get
considerable economic benefit if States incorporated experience
rating to the rates they pay.

If that is the kind of penalty you are looking for, then I would
say it is there. We are trying to figure out how to minimize the
trauma.

Every piece of experience we have where there has been volun-
tary notifications here in the United States today shows that the
public interventions that are available today work quite well, that
you can indeed minimize the trauma to the community as well as
the worker and protect that economic development and that base.

I would say our experience suggests that we get a lot further
with voluntary notifications than we would trying to waive a big
stick over everybody and penalize them for not doing so.

Mr. PETRI. Thank you.
Chairman,HAWKINS. Mr. Martinez.
The Chair is recognizing members according to seniority.
Mr. Martinez is next and Mr. Owens will follow.
After that we shift to the right side.
Mr. MARTINEZ. Is Mr. Petri finished?
Chairman HAWKINS. Mr. Petri has yielded back the balance of his

time.
Mr. MARTINEZ. So it is my turn?
Chairman HAWKINS. Your time. Your five minutes.
Mr. MARTINEZ. Thank you, Mr. Chairman.
I need a minute for Mr. Williams. Mr. Williams, like yourself,

shows great concern for people getting be,* to work and has asked
me to ask a question, It pertains to something that will be coming
up very soon in the Congress. That is what is your position on the
use of polygraph, the lie detector machine for pre-employment
screening? I would just add I understand the question comes from
the standpoint that just the fact that a person is going to have to
take a lie detector test to qualify for a job will discourage that
person before he has even had an opportunity to do anything that
the lie detector would disclose.

Secretary BROCK. I am not a great advocate of the polygraph, Mr.
Chairman. I am not sure that I can comment on any hypothetical
legislation that I have not seen. My concern is that we tend to try
to write legislation in Congress that covers all sins and it rarely
does.

Sometimes it creates more problems than it solves. I am not sure
that Iwould be comfortable with that, but in just purely philosoph-
ical sense, I am a little troubled by the degree of the usage of poly-
graphs in this country for pre-employment screening when there is
no security requirement.

Mr. MARTINEZ. Thank you, Mr. Chairman.
Secretary Brock, let me go back to your proposal on replacing

Title III, and the numbers you expounded on today. To me, simply
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from my own perspective and point of view, it doesn't make any
sense in the claim that it is going to serve more people simply be-
cause you do away with two programs that you are not comfortable
with and replace them with another program.

The real key is the money. You go from serving 250,000 people in
Title III.

Secretary BROCK. And TAA.
Mr. MARTINEZ. Including the two programs. You go from a total

of $320 million to a total of 900-and-some million dollars. So you
double the money along with doubling the number of people that
you help.

The numbers are proportionate. Why not give the money to Title
III under the present structure and the present program?

Let me tell you what happens in my experience in my district
and I imagine in some districts that I visited, like Mahoney
County, Ohio, Beaver County, Pennsylvania, that I can attest to
talking to people and hearing testimony from people that make
what happens in my district as prevalent in their district as it is in
my district.

That is many of these people after working for 30 years for a
company, at 55 years of age, are very skeptical about getting re-
trained. They need somebody to counsel them.

That is not available. The one program that Mr. Petri referred to
in Canada, on notification, is not just simply a notification and a
penalty for not giving that notification. What it is is a service pro-
vided by the Federal Government that goes into these areas where
the notification has been given and strictly on a voluntary basis
sets up an agreement with the company closing or laying off and
tries to help them relocate those workers in an employment service
tantamount to what we should be doing here in our employment
offices and are not doing.

Our employment offices have just turned into a claim payment
factory. That is all they are.

In that regard, when you have a committee set up in their struc-
ture of members of management, employees, members of unions,
some independent people from the community to sit and try to de-
termine how they are best going to help these dislocated workers, if
you add that to the dislocated worker program here on an ongoing
basis, not just when an emergency rises, I think you would go a
long ways to preparing people not only for the big layoff that
would come but preparing them for a job and even placing them in
a job as the company closes down or shuts down.

That program is a worthwhile program, something we could
learn by. But the main thing is I have learned and watched in my
district with these people from Bethlehem Steel that got laid off
and were 55 years of age, they, like I say, were skeptical about re-
training.

They needed counselling and didn't get it. They are sitting
around until they get their social security retirement, not willing
to go back to work. Those that have gone back to work have gone
at jobs that are much lower paying than the job they had, from a
$15 an hour job to a minimum wage job.
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When you talked earlier about not all the new jobs created were
minimum wage or low paying jobs, that is true. That is absolutely
true.

There are a lot of them. Things have happened in our pvern-
ment such as the raid in Denver, Colorado by the INS in which
they raided and found that four-to-one, the immigrants weren't
from south of the border, but from north of the border, from
Europe through the northern border and those people were work-
ing in high tech jobs at high salaries. That indicates that the
people and even the recruiting some of our corporations do at those
new jobs created in the high tech industry are for people from
countries when they say they can't find people that are qualified to
do the job in this country.

Understand, this is a real complicated situation. There are a lot
of factors. I sympathize with your problem having to deal with
them and trying to put together a comprehensive program by
which you can alleviate all these problems.

But I don't think going about it in the approach that the Admin-
istration is recommending right now is the proper answer. It goes
back to what some of my colleagues have said. It requires consulta-
tion with people that are in a distraught condition mentally, from
being laid off, suddenly laid off. It goes back to there should be no-
tification.

In the case where you indicate there is notification that would
cause the creditors to start to foreclose on a company and create
kinds of problems for them, that happens in Chapter 11 anyway. It
doesn't happen because creditors long before the timethat a com-
pany is going under know it because they are not getting paid for
the goods and services they provide.

Chairman HAWKINS. The gentleman's time has expired.
Mr. Brock, do you wish to comment on it at this time?
Secretary BRocx. If I may, Mr. Chairman, just briefly.
There is no way you could possibly have seen the legislation, but

I commend it to you. What we have done in the legislation is do
what you have isked us to do. When we can Title III, part of it is
because we don't provide counselling.

In this legislation we do. We clearly provide it. It is an essential
element of the program.

I don't disagree with what you say. I think it is important to get
in there early, to intervene as quickly as we can.

Let me just come back for one second to that last point you made
on plant closings. Plant closings are not Chapter 11 situations.

Plant closings, by and large, are caused by simply either competi-
tive forces or changing consumer preferences or changing technolo-
gy, and they occur within very healthy corporations.

In that situation you can have a situation where maybe theyare
going to replace the plant with something brand new across town
or maybe across the country. You can make sure that they do that
by drying up any source of credit they might have and you could
create a Chapter 11 situation.

That is what I want to avoid. It is very difficult to write legisla-
tion that encompasses that kind of flexibility.

Chairman HAWKINS. Mr. Gunderson.
If you stay long enough, Mr. Martinez, we will get back to you.
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Mr. GUNDERSON. Mr. Chairman, thank you, and Mr. Secretary,
thank you for testifying and providing the leadership on this whole
issue.

Your department has done it in the past and I think you've done
it again by simply developing a revised delivery system you have
done more to cause not only a new focus on, but a better delivery
system in the area of training and retraining.

I have a couple comments. I share the frustrations that some of
my colleagues on the other side have echoed in regard to vocational
education and the funding cut. I would point out however, as a
friend of vocational education, that when it is all said and done,
those States which have sound, post-secondary vocational education
delivery systems will have more money under this program than
they now have in responding to those particular needs. We need to
recognize vocational education is no longer a general survey course
to find ot= t. whether you want to go into industrial arts, home eco-
nomics or something else.

Vocational education's role in our society today has to change
and, very frankly, get with the program. I am saying that as a
friend.

I have a question I am surprised no one has asked thus far. You
are, in essence, almost tripling the amount of funds in your propos-
al, which is dramatic in and of itself from this Administration and
this budget area.

Can you assure us that we can make an early proposal and
soundly set up a delivery structure within one year's time period to
use all those funds? I think there is some legitimate concern that
ought to be focused in that area.

Not that we ought not have this as a goal, but can we get a start-
up in a delivery system within one year's time to use the amount
of funds you are advocating?

Secretary BROCK. That is a fair question. I think the need is obvi-
ously there. Whether the structures are in place is a relevant ques-
tion to whether we can effectively and appropriately apply the re-
sources. The answer I have is, yes, they are there because we are
using the States and existing systems. We are not trying to re-
invent a new wheel.

Under the Formula Grant Program, the 30 percent, which is ap-
proximatAy the amount of money we are now spending, goes out
under the formula. I don't think there is any question that it would
be done at least as well as it is being done now.

The discussion comes about because the States have to apply for
them. They have to come in and say this is what we want to do,
these are the programs we have proven that work and we would
appreciate your funding.

When we make that evaluation we do it on a quarterly basis. We
fund on a quarterly basis and if it is not working, we can respond
quickly to it. So I think we have a much better management proc-
ess here that allows us greater confidence the funds will be appro-
priately used.

Mr. GUNDERSON. Changing focus, if I can, for just a second, I ap-
preciate the emphasis that is being used in the present service de-
livery area system. However, the legislation, as I understand it,



tells States that automatically any service delivery area with a
population over 500,000 will automatically be certified.

Those less than 500,000, will be up to the governor, I believe, to
determine whether or not

Secretary BROCK. That is right.
Mr. GUNDERSON. From a rural area with good service delivery

areas, I am concerned. I think there is a subconscious message sent
to rural service delivery areas you may or may not be doing an
adequate job, you may or may not be certified and when you look
at the problems we have with geography, the implications of a
plant closing in a rural area are much greater than the similar
plant closing in an urban area.

I am a little concerned we may be sending a troublesome signal I
don't think you want to send. Would you comment on why the deci-
sion was made to use service delivery areas over 50,000 as being
automatically certified?

Mr. SEMERAD. I can't tell you with precision the whole decision
processes, but clearly we are trying to encourage the better target-
ting of money, depending on need. And part of our rationale really
is that we here in Washington cannot possibly know about every
community in the country. The governor and the system that the
governors work out on this package would include those kinds of
concerns of the smaller communities and can indeed deal effective-
ly with them and have sufficient resources available to do so.

I think it is really up to the States. We are trying to be good
partners with the States. We are trying to wrap this into economic
development. As we said earlier, the governor is the winner in this
package.

It provides much greater precision rather than some arbitrary
formulas at this end to encourage the States to deal with the ques-
tions that you are citing. I think there shouldn't be any losers. If
the need is there, the system that we are proposing really deals
with that.

Mr. GUNDERSON. Let me quickly focus on a third area.
Vouchers have become a dirty word in the education system in

our country at the Federal level. You are advocating a voucher in
the training system. Can you enlighten us or expand upon your
concept of a voucher?

Mr. SEMERAD. Yes. This also gives me the opportunity to suggest
something in response to Mr. Martinez' question.

The fact is a lot of workers who find themselves laid off come in
for counselling and they have had a great shock and they say, I
don't want training, I don't want it, I am 45, 55 years old, I don't
want to go back to school. Our proposal allows us to give that
person in the counselling process a certificate. So for up to two
years that person can come back in. He may get another job, get a
low-paying job, may decide to take his benefits and run them out
and go hunting, but at that point he can come back and take train-
ing.

We offer a voucher. We are not setting a value to that voucher,
but we are saying, we are handing something to you perhaps that
says you can be trained in a voc tech center, a junior college, a col-
lege, high school or whatever, and depending on the decisions of
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the local community on whether it is an accredited institution, we
will pay for that training up to 104 weeks.

For somebody who needs to radically change their career, maybe
to go from that high-paying industrial job to a high-paying, more
technically oriented skill-based job, the voucher becomes a mecha-
nism that the communities can use to assist that worker. We have
to change the culture in this country to get people to accept re-
training. Because our competitors are not going to wait for us to
figure this out.

People have to accept that. I know it is hard. It would be hard
for any of us.

Mr. GUNDERSON. Mr. Chairman, one final thing. I would like to
ask unanimous consent to submit an opening statement for the
record.

Chairman HAWKINS. Without objection, so ordered.
[The prepared statement of Hon. Steve Gunderson follows:]

2 45,-. .f
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PREPARED STATEMENT HON. STEVE GUNDERSON, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WISCONSIN

Mr. Chairman, I first want to commend you for calling
together the series of hearings that our Committee is conducting
on the important role of the Nation's education and
employment/training programs in developmen of a sound United
States trade policy. At no other time have our Committee's
programs been of more importance to the United States'
competitive position than now, as we strive to compete in the
international marketplace.

The U.S. economy is in a constant state of change today. As
our industries restructure to become more competitive, "old"
work is eliminated and "new" work created. Unfortunately, while
this change is in many ways healthy and productive, it also
results in numerous business and farm closures and resulting
permanent worker and farmer displacement occurring each year.

According to the Bureau of Labor Statistics, between January
1981 and January 1986, over 5.1 million experienced workers,
those with three or more years of employment, were permanently
displaced from their jobs. Of these dislocated workers, the
majority have since been reemployed, however over half of these
individuals have taken jobs at a rate of pay significantly lower
than what they were paid in their previously held jobs.

This is not to say that all the news is bad however. In
fact, one of the biggest obstacles that we face in addressing
this problem has been that too much of the current debate over
structural economic change has been focused on the f of
change itself. Not enough attention has been placed 1 the
employment opportunities being created, nor on the cowitions
needed to support the successful transition from old to new
work.

While it is true that a large number of manufacturing jobs
have been lost over the past several years, we too often
overlook the extraordinary capacity of the U.S. economy to
generate new jobs. Approximately 28 million new jobs have been
created over the past 15 years, 5.5 million since 1984 alone.

Most of these new jobs have been created due to the
ever-increasing growth of the service industries. Such growth
would ordinarily be considered a sure sign of expanding
opportunity, were it not for the concerns bein, voiced regarding
the quality of service sector employment. Many have expressed
concern that this restructuring of the economy, a movement from
the manufacturing to the service sector, is resulting in an
erosion of our "middle class" -- a movement from "high paying"
manufacturing jobs to "low paying" service sector jobs -- a
"MeDonaldization" of our workforce. However, this is extremely
misleading. Service-producing industries cover a broad spectrum
of jobs, some of which are relatively unskilled and low-paying,
but many of which require high skills levels and are
comparatively high-paying.
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'In fact, nearly 16 million new jobs are expected to be
created betv.oen 1984 and 1995. Much of this growth will be
concentrated in five broad occupational groups, three of which
(executive, administrative, and managerial workers; professional
workers; technical and related support workers) have the highest
proportion of workers with a college education or specialized
post-secondary technical training.

One fact that we must face today-is that the high paying
manufacturirg jobs of the past, as we traditionally know them,
are becoming more and more scarce. And, what we are going to
see more and more in the future is that knowledge is rewarded
with.the higher paying positions. This of course translates to
an ever-increasing need for comprehensive education and
employment training programs for America's workers.

As policy-makers, if we are to develop programs that will
enable the United States to continue competing successfully in
today's international marketplace, we must recognize the
importance of human capital to our competitive edge. We must
develop programs that recognize the necessity of timely action
and the value of education and employment training, as there is
a strong correlation between length of joblessness and earnings
upon reemployment and a strong correlation between education and
adjustment experience.

This series of hearings, and particularly today's hearing
will provide us with a great deal of insight on the human
resources needs of both our Nation's workforce and its
workplace. I want to extend a very special thank you to
Secretary Brock for his participation in this morning's hearing.
I understand that the Secretary is here with us today to
introduce to the Members of this Committee the Administration's
four new Employment and Training initiatives, including its most
comprehensive proposal, the newly restructured Worker
Readjustment Program.

While I am not fully aware of all that is contained in the
Department's Worker Readjustment Proposal, I do understand that
it is.an extremely well thought-out measure, designed to
carefully address the training and retraining needs of our
dislocated workers and to provide rapid response capabilities to
service providers so that displaced workers, including farmers
and other self-employed individuals, may receive assistance
immediately upon the realization that they will be losing their
jobs. This.proposal could not come at a better time.

I look forward to working very closely with you on this and
other initiatives Mr. Secretary, as we move to ready our
workforce to meet the challenges that lie ahead. Knowing of
your strong commitment to the education and training of the
Nation's workforce,,and of your recognition that human capital
is one of our greatest ingredients to a successful competitive
strategy, I am confident you will lead us toward a stronger U.S.
economy and workplace.

Again, I commend Chairman Hawkins for calling together these
important hearings, and I look forward to hearing the testimony
of the Secretary.
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Chairman HAWKINS. Mr. Owens.
Mr.. Ownis. Mr. Secretary, I have one basic question. It appears

to me, I want you to respond, that you have taken a harsh triage
policy where you are dumping overboard large segments of the
American work force and not dealing with them at all.

In your AFDC youth program, you talk about how the program
will serve 160,000 youth. That is 10 percent of the eligible popula-
tion. In a city like New York, the number of applicants for the
summer youth program last year was between 110,000 and 120,000
eligible applicants.

So a hundred, ten percent, 160,000, the ten percent you are going
to serve with this program, you are dumping overboard all the
other 90 percent who are eligible.

You talked in your readjustmentdislocated worker program,
you are talking about workers who have jobs now, who may lose
them, workers who have had jobs recently and have lost them. You
are not talking about any kind of program for the workers who
haven't had six months of continuous employment since 1981.

In my district, there is a high unemployment rate, for adults be-
tween 20 and 24 percent and between 34 and 49 percent for youth
for the last six or seven years.

You are just going to dump overboard all of the hard core unem-
ployed and not try to deal with them at all? Is this in the best in-
terest of the Nation?

Does this serve our national security interests?
What about tha impact of all these unemployed adults on a prob-

lem that has been cited here several times, the dropout problem
that is going to affect our competitiveness. The youth in homes
where the adults are not employed, are under a great deal of pres-
sure, suffering the ills the adults have passed on.

There is a basic problem, a lack of income in the hard core pov-
erty areas. It appears you are going to take a pilot program or
demonstration program approach and address only a small seg-
ment of the total unemployed, disadvantaged worker populations
out there and be satisfied with that.

Do I read what I see here correctly?
Secretary BROCK. Yes. You read it incorrectly.
Is that what you said?
Mr. OWENS. I said "correctly".
Secretary BROCK. The answer is no. We are not dumping any-

body.
We are doing more than we are presently doing under laws
sed by this Congress over the past 15 or 20 years. Where the

JTPA program is in place, we are funding it fully--
Mr. OWENS. Funding it fully, meaning what?
At the level it was funded before 1980, or since 1981?
Secretary BROCK. JTPA was not in existence. CETA didn't work.
Mr. OWENS. You replaced it with a program that works for fewer

people.
Secretary BROCK. I don't think you can make that case. It works

well for those benefitting.
We trained two to three million people under it. We are adding

to that $980 million in far more effective funding for workers who
are unemployed,

24



244

We are'adding to that
Mr. OWENS. Workers you anticipate will lose their jobs and had

jobs until recently and will be unemployed? Are you dealing with
hard core who haven't had jobs in the last five or six years?

Secretary BROCK. We are not asking why someone is out of work.
We are saying if you are out of work, we are going to try to help.
What we have now is a program, the TAA program, where you
have to be trade-displaced before you can get any support. This pro-
gram will allow a Governor to come to us with a program for 'my
particular community in that particular State.

We can't treat farmers today under the present TAA approach.
Here we can treat anybody and provide training that they simply
have not

Mr. OWENS. How many eligible persons do you anticipate being
able to serve with the amount of money you have allocated?

Secretary BROCK. We are able to reach about a million now, plus
something over 200,000 under the TAA and Title III. This will be
increased under our proposal.

Mr. OWENS. What percentage of the eligible would that be under
that worker adjustment program?

Secretary BROCK. I don't know how to answer that. The displaced
workers, we think we are going to reach virtually all that need re-
training assistance.

More than half of the 1.5 million that are displaced each year
will find reemployment on their own. We are going to treat or sup-
port 700,600 under this particular program.

You couple that with the million to whom we are providing
JTPA services and then you add 160,000 in the AFDC approach.

By the way, understand that depends entirely upon you and your
State. If you want to continue the summer youth program, you
have a right to do that. If you want to mix some summer youth
with some retraining, that is fine.

If you want to put all of it into retraining of hard core disadvan-
ed young people on AFDC, you can do that. We are trying to

en ance your flexibility to deal with your problem in your own
context, so you maximize your yield.

Mr. OWENS. For the ten percent eligible.
The 90 percent, forget them.
Secretary BROCK. That is factually not correct.
Two-thirds of these being supported under JTPA now are young

people, two thirds. You are not saying 160,000. You are adding
160,000 to a much larger base than that.

Chairman HAWKINS. Mr. Tauke.
Mr. TAUKE. Thank you, Mr. Chairman.
Mr. Secretary, I am fl ankly a little disappointed at some of the

responses this morning.
I think this committee, especially given its interest, should be ap-

plauding you for your work, clapping you on the back and saying
go for it. Clearly, the proposals that you have brought before us,
while not solving all of the job training problems that we potential-
ly have in this nation, these proposals are a giant step forward
from where we are. And not only are you restructuring existing
programs and replacing programs that have had a checkered past
with programs that hold a much greater hope for the future, but
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also you are tripling the resources. Frankly, i think you ought to
be commended for not only getting that proposal through the bu-
reaucracy of your own department, but also through the rest of the
Administration. I know that it hasn't been easy, and I, for one, am
grateful to you for the work that you are doing.

Secretary BROCK. Thank you.
Mr. TAUKE. I am concerned, as I spoke with you briefly about

earlier, however, about what happens between now and the time
this program or something similar is put in place. In my own con-
gressional district, I have a situation which, is causing concern re-
lating to the Trade Adjustment Assistance Program. Several
months back we had a factory, FMC, which closed and those work-
ers were certified for TAA, they received full funding for their re-
training and there was a lot of satisfaction with the program.

Now, employees at Harnischfeger in Cedar Rapids lost their jobs
when the plant closed. They were also certified for trade adjust-
ment assistance. The application for training funds was made, but
we were disappointed to find that although we requested $480,000,
we only got $80,000 to retrain those workers, on the basis that,
there wasn't enough money left in the account.

I am concerned about the lack of available funds in the Trade
Adjustment Assistance Program to carry out the mandates of that
program until a new program is put in place. Can you tell me what
funds might be available under that program for training and
other employment services between now and the end of the fiscal
year?

Secretary BROCK. Congressman, we are on an extremely tight
budget. I will have to go back and see what we can do. I can't
answer that directly without having access to those facts.

I will try to do that. We have known for some time that we are
on a very tight and very constrained budget in both the Title III
and the TAA areas. Part of the problem you see is that we are re-
quired to fund those programs for the States whether they use
them or not. I do not have the ability to reprogram those funds and
put them in a district like yours that needs a support process im-
mediately.

I don't have that flexibility.
Mr. TAUKE. I think that is true under Title III of JTPA, but

trade adjustment assistance there isn't a formula; is that right?
Secretary BROCK. That is true. In trade adjustment assistance,

we have a different problem in terms of the funding itself.
Mr. TAUKE. Just out of money.
Secretary BROCK. Yes.
Mr. TAUKE. Are you giving consideration to seeking a supplemen-

tal appropriation for trade adjustment assistance given the fact we
apparently underestimated the use of that program this year?

Secretary BROCK. No. We have not done that at this point. I will
have to take a look at it. I am not sure if it would be possible to do
that or not.

Mr. TAUKE. Can you give me some insight as to how you evaluate
requests from State agencies for TAA funds?

Mr. SEMERAD. Congressman, it is a complicated process. T can't
give you all the details. We have reworked it to respond to Con-
gress instructions that the certification process be done within 60
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days. That was a giant step for the bureaucracy that was accus-
tomed to a big case load and longer lead times, so we have done
that to conform to your instructions.

Clearly, there is an investigation that goes on in the field to
really determine whether or not it is trade impacted dislocation. I
would also say

Mr. TAUKE. If I may interrupt, in this case it isn't a problem of
the workers not being certified, the workers are certified. Now that
they are certified, we have kind of left them hanging high and dry.

Mr. SEMERAD. The situation that you cite, from my recall, is
about average. That, the States request X amount and that is re-
duced rather. significantly because of the funds available. The Ad-
ministration has not been anticipating a supplemental. In fact, you
will recall we proposed zeroing out TAA this last time around and
were unsuccessful in that effort.

Chairman HAWKINS. Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman.
I will be brief.
I would. like to ask you, Mr. Secretary, if you anticipate this pro-

posed program of retraining will ultimately lead to reduction in
the current number of unemployed people in this country?

Secretary BROCK. Yes. I think what you are trying to do is in-
crease the capacity of this country and the people in it to redeploy
into new areas of opportunity whether it be geographic or techno-
logical or economic. If we don't improve the skill base, we freeze
people.

By increasing their skill base, we give them the tools, the flexi-
bility to do whatever is necessary for their own growth. It certainly
will help.

Mr. HAYES. As one member of this committee who last year did a
lot of travelling through the hard-pressed unemployment area, one
area which I remember specifically was up in the northeast, Port-
land, Maine, in that area which was dependent to a large extent on
the-garment industry, the shoe industry. Those jobs are now gone
overseas.

Those people I talked to were already in the training program,
but the problem was they didn't know what they were going to do
after being retrained because the jobs weren't there. Some didn't
want to relocate to other areas.

You have the same kind of problem with the consolidation of the
airlines. The kinds of mergers that are taking place, the buy-outs
that are taking place now. It is going to result in the displacement
of a lot of people with no consideration on the part of some of these
corporate interests who are making big bucks out of these kinds of
transactions.

What do we do with these people? Retraining without some kind
of a program for placement is not going to be a solution to the
problem.

The same thing exists in my area of Chicago in steel. U.S.S., for
all practical purposes, is almost gone.

General Motors in the close down of the plants and the whole
farm equipment industry in the-State of Illinois is gone. Just to re-
train the people without any idea where they are going to be
placed, I don't think is going to solve the problem.
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Secretary BROCK. Yogi Berra used to say I have a feeling of deja
vu all over again. I think we are in that situation. Let me point out
we could have had this conversation in 1910, or 1920. We had 30,
35, or 40 percent of the people on farms. We redeployed those indi-
viduals and gave them better opportunities.

They went into the Ford plants and steel plants. What is happen-
ing in this country today is a parallel circumstance. We have prob-
ably 13 to 14 percent of the American people left on the assembly
line. There will be half that percentage by the turn of the century
because we are automating, we are putting in robotics and we are
adopting 'the new technologies of computers. It doesn't mean the
new jobs are lesser jobs.

It means they are different and the, skills requisite to those jobs
are different skills. We no longer have the need, for manual skills
as much as we do cognitive skills and communication skills.

So we have to reacclimate ourselves to that fact and we have to
move our training system to the point where it can deal with that
new opportunity and that is precisely what we hope to do.

We hope to be able to redeploy these human resources, we hope
to be able to give them a new chance, but we can't do it by continu-
ing to do what we are doing. It isn't working.

We have to change. And we have to get them to have. a voice in
that change. If relocation is required and they are willing to do it,
fine, we will be happy to support that. If it is not and they want
another opportunity, we will help them fmd it.

We will give them a choice so they can devise their own training
program if that is the way to go, so they seek their own course. But
what we do today is not relevant to what this country needs in the
next 12 or 13 years. We simply have to change.

That is what we are asking for the authority to do.
Mr. HAYES. Please understand my approach and question is not

directed towards any partisan approach at all, it is a human ap-
proach.

Secretary BROCK. I understand.
Mr. HAYES. I have admired many things you have done. My point

is I don't think it goes far enough in the direction we should be
going in helping people. We play with numbers, statistics and our
releases. The situation is much worse than we ever tell the public,
but that begins to come to the forefront as people continue to look
for jobs.

I get more constituent mail from people who want jobs. When we
talk about seven percent, that doesn't tell the story of people who
have been forgotten altogether because they have exhausted their
unemployment compensation somewhere.

You have new people coming into the work force every year.
Secretary BROCK. I am going to make you a couple of forecasts.

One, based upon the factual data, we are going to have a lot less
people coming into the work force. Growth is going to be down to
about one percent by the year 2000. It has been three percent.

The baby boom is over. Now you are at a circumstance where the
work force is going to get older, it is going to get more skilled and
more productive, and I am going to guarantee you that if we can
solve the overriding problem of the deficit, which still poses a
threat to this country, if we do that, this country is going to be
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skill-short within three to five years in every category that you can
name.

We are going to have an enormous demand for people with skills
in .occupationS that we are not even thinking or talking much
about today. If we can provide them with training opportunities
now, they are going to have a job. There will be a job in this coun-
try for everybody with It skill, and it is going to come in the very
near term. We are going to be desperate for those skills.

Chairman HAwKINS. Mr. Grandy.
.Mr. GRANDY. Thank you, Mr. Chairman.
I would ask unanimous consent to include my opening statement

in the record.
Chairman HAwiass. Without objection, so ordered.
[The prepared statement of Hon. Fred Grandy follows:]

PREPARED STATEMENT OF HON. FRED GRANDY, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF IOWA

Thank you, Mr. Chairman. I am delighted to be here today to have the opportuni-
ty of addressing an issue of vital importance to the Sixth District of Iowa as well as
to many districts across the country.

I am also pleased to have Secretary Brock with us today to 1.eesent to the Com-
mittee the Administration's plan for training and retraining the American laborer
displaced by plant closings, the loss of America's competitive advantage in the world
market, or for a variety of economic factors unique to each sector of American in-
dustry.

The Sixth District of Iowa, like so many parts of rural America, has been under-
going tremendous economic transformation since the amassing of huge grain sur-
plusses which have driven commodity prices to historic lows. At the same time, we
have been crippled by a sharp drop in international trade. The loss of many grain
markets to our competitors in South America and Europe, coupled with grain em-
bargoes intended to alter the activities of foreign governments, puts the American
larmein the position of competing directly with its own government.

US ag policy of the 1970s created incentives for the ag community to overproduce
under the-assumglon that foreign competitors lagged far behind American produc-
ers in efficiency. Today we are.reaping the harvest of grossly miscalculated market
projections.

The agricultural crisis has invaded the entire rural economy and we are witness-
ing the greatest challenge to the heartland of America since the Great Depression.

Federal Revenue Sharing, at one timelhe foundation of rural economic develop-
ment, has been cut from under.the small community. What was the farm crisis has
become a rural crisis.

As we begin to shape public policy to retrain displaced workers, we cannot ignore
the unique situation of rural America. We cannot, for example, put in place an as-
sistaice formula° which pits the cities against the rural areas as is the case with the
rural/urban differential in Medicare payments to hospitals, which is having a
devastating effect on rural health care.

With these things in mind, my concern today is three-fold:
One: We ,must fully recognize that federal unemployment statistics do not accu-

rately reflect the true number of unemployed or displaced workers because farmers
are not accounted for in the statistics.

Two: We must make compensations to the broader family farm operation which,
when displaced, often affects not only the owner/operator, but often the spouse and
possibly.several other family members who contribute to production.

Third: As the farm economy continues to evolve, we see a growing necessity in
many cases for farmers to supplement their farm incomes with employment in man-
ufacturing concerns, for example, in order to remain in agriculture. These consider-
ations, along with the economic development plans of the states individually, must
be included for any initiative to be responsive to the needs of rural America.

Mr. GRANDY. Mr. Secretary, your appearance here today is ex-
traordinarily timely for those of us who serve on the Agriculture
Committee. Yesterday a group of us opened what I hope will be the

? §



249

first of many discussions on a rural development agenda, trying to
focus on the problems of job relocation and job loss in our farming
communities.

One. of the interesting things that we have uncovered is that a
lot of Federal assistance, as it works its way down to the states, is
usually skewed more toward urban areas than rural. Instances I
would cite would be the calculation of highway trust funds and the
medicare prospective payment system. Today I wanted to review a
little bit with the funds that will come for the relocation of dislo-
cated farmers, which I think is commendable and very much
needed. I might point out in my district the job training partner-
ship prOgram has had a 97 percent placement rate. So it is a very
successful program, and I think it indicates that farmers are very
retrainable and very amenable to retraining.

But my concern is this: Are the funding allocations to individual
states in your worker readjustment program based in any part on
Federal unemployment statistics in those states? Because, as I am
sure you know, in a state like Iowa there may be a disproportion-
ate number of workers who do not fall under these Federal unem-
loyment statistics. They don't collect unemployment insurance.

at do we do in an instance like that to target these particular
workers?

Mr. SEMERAD. Mr. Grandy, the Department of Labor did make a
modification in Title III to include farm workers who were losing
their jobs. Clearly farm workers, like steel workers, are losing jobs
that aren't going to come back. So the dislocation, not only to the
individual but to the communities, is every bit as traumatic as
those in more urban or industrial areas.

We recognize the problem. Dislocated farm workers who go into
our proposed, program can be counseled, retrained and have r'loca-
tion assistance to do so. They are eligible, and we will make every
effort to help them.

In terms of exploration outside the rural area into a new career
it is certainly within the purview of what we are proposing. You
are absolutely right, farmers are good workers, and they are going
to be good workers some place else, and we need to help them in
every way we can to recapture that productive capacity and that
good habit.

The figures go to states in terms of where the flow of money will
be. But as the Secretary has pointed out, we are going on a quar-
terly drawdown basis on this $500 million new package of training
funds, and we will be able to have that money reallocated to rural
areas or urban areas as the need is demonstrated on a quarterly
basis rather than waiting two years to decide whether or not the
money was needed or the formula was correct. So we would have
the ability to address real problems.

Mr. GRANDY. Are you telling me there is a way to identify those
farmers in other than the traditional means that have heretofore
calculated unemployment statistics?

Secretary BROCK. You have put your finger on a difficult problem
for us in statistical terms. Every farmer I know of in Tennessee is
a family farmer, and the whole family works, I mean the kids work
from the time they are kindergarten kids, they are out there feed-
ing the chickens. So the whole family is in a sense employed.
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Mr. GRANDY. That was my next question. We have an enormous
amount of women being displaced from the farm. I assume they
would be identified under this procedure as well.

Secretary BROCK. They would be subject to support. Our problem,
to use your word, is the identification, because under our normal
unemployment data process, we would treat the farmer as em-
ployed. But if his wife is basically a housewife who works in the
yard and does what a wife does, two jobs instead of onethen she
is not listed in the statistical base nor are the kids. That is some-
thing we have to wrestle with.

Mr. GRANDY. Is it conceivable a state like Iowa might calculate
the formula itself and then submit it to you based on their own
particular employment needs?

Secretary BROCK. Sure. One of the things we hope to do, we are
asking for your approval to do, is to give the Governors the author-
ity to do what is requisite to that particular circumstance in that
particular state.

Mr. GRANDY. Thank you.
Chairman HAWKINS. Mr. Perkins.
Mr. PERKINS. Mr. Secretary, I want to thank you for taking the

time to come down and be with us today. I certainly thinkand I
share the feelings of a number of my colleagues who have spoken
earlier, Mr. Good ling, Mr. Tauke who indicated there were some
significant portions of this proposal that I think we will be able to
build upon and go forward with. I am always excited somewhere in
that liberal spendthrift vein that I have when I see spending going
from $340 million 'for a program I believe in to somewhere around
$980 million.

I am glad to see the direction we are taldng.here, and I certainly
believe this is a good first step. I am glad to see it coming from this
adniil.iistration. I do think there is a problem in trying to quantify
exactly how many people we are talking about. I know Fred was
asking his questionwe are getting into definitional problems. Ob-
viously, when you are trying to-come up with definitions, I realize
there -is.a problem. Earlier you said we might impact two million
people. There might be 15 million people under another definition
that would need to be impacted.

What is the target group we are really dealing with here, what
type of need that we can quantify, can you give us something
thatyou know,,when you tryto design programs and look toward
what- the need is to be fulfilled, you have to have some sort of
quantification of what is out there. Can you give me some hope we
can see some of this quantification in the future?

Secretary.BRocx. The worker adjustment aspect of this program
is attempting to deal with those workers who are annually dis-
placed by changing consumer preferences, trade or technology. We
are not asking why as we have in the past. We are saying "You are
displaced, you are out of work, we are going to try to help." That
number is about 1.5 million. The highest I have seen is two million.
Our estimate is about 1.5 million, but somewhere in that range.

We have assumed somewhere close to 55 percent of them, frank-
ly, will move quickly into anew occupation or retire if that is their
choice; they will not seek or need help. The target population is
about 40 to 45 percent. That is where the '700,000 came from.
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Mr. PERKINS. You are probably hitting with this program around
40 to 45 percent?

Secretary BROCK. We think we can probably virtually hit all who
seek support in that group because others will know of job avail-
ability in the area, that they have a skill that is appropriate, and
they will move right into that. job.

Mr. PERKINS. Let's move on to another area. We don't have all
the specifics in front of us. In your statement, you indicate 20 per-
cent of the total funding mechanism, alinost 200 million, will be
available for. the national reserve system. I realize you are talking
about for emergency situations that suddenly develop, you move
rapidly to try, to take care of any kinds of problems that come up
there in this reserve fund. That is about one-fifth of the program
we are talking about for discretionary funding here.

Is there any type of general overall specifics you are trying to
state as far as what are your first priorities, what are your prior-
ities in that discretion, and is that fund maybe a little bit too
large?

Secretary BROCK. I questioned, when Roger asked me the same
question, whether it was too small. This country is in such a fer-
ment, economic change is occurring so rapidly, we simply have to
be able, when your colleague up in Massachusetts, Quincy, Massa-
chusetts, has a shipyard that closes down, with 6200 jobs down
there, we have to get in there real fast and be able to respond.
That is what we are - looking for.

We are also in this general category
Mr. PERKINS. In terms of your prioritization, is it going to be that

the prioritization is specifically for these types of situations, the
displaced, the emergency type situations? Are there any other
prioritizations that occur within this funding?

Secretary BROCK. Yes, we are going to use it for a lot of different
tests of different concepts, pilots, demonstrations, things like that,
to see if we can find some new ways that are more effective. Pick-
ing up on the Canadian example, for example, that sort of thing.

Mr. PERKINS. I would be interestedis my time up? Is that what
you are trying to tell me?

Chairman HAWKINS. Yes.
Mr. PERKINS. Can I ask one more quickly?
Chairman HAWIUNS. We will get back to you. Or is it a brief one? Will

there be a brief response? Let's gamble on that.
Mr. PERKINS. In terms of your incentives on plant closings, I am

glad to see you are going toward giving something toward plant
closings. In terms of these incentives, I haven't been able to get the
details as to exactly what they are. Could you provide me a little
information?

Secretary BROCK. Why don't you let me write that up and send it
to you.

But basically it will cost a firm more in terms of the unemploy-
ment insurance process not to do it. They will get a lot more serv-
ices, a lot more support from us.

Mr. SEMERAD. As we said earlier, we are not suggesting penal-
ties. The advantages will be very clear, and bear in mind we are
not talking about just laying off people. We are talking about pro-
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tecting ;markets._ There are a lot of incentives for an employer not
to have to do a mass layoff.

Mr.. PERKINS. If you mould provide that.for us.
Mr. SEMERAD. It is in the bill.
[The information from Secretary Brock follows:]

INCENTIVES TO ENCOURAGE ADVANCE NOTICE IN THE ADMINISTRATION'S WORKERS
READJUSTMENT PROPOSAL

The major direct incentive for employers to provide voluntary advance notice of
closing and layoffs is provided by section 1263, which permits the States to provide a
credit against State unemployment insurance taxes to employers who give advance
notice of plant closing or mass layoffs of 50 or more employees. The amount of the
credit would be up to $200 for each employee involved.

In addition to this direct incentive, there are a number of features of the new pro-
posal that are expected to indirectly encourage voluntary advance notice. For exam-
ple, the existence of a State agency for the specific purpose of rendering adjustment
assistance is expected to encourage employer willingness to cooperate with the com-
munity in providing an orderly close-down. The fact that the new program will pro-
vide immediate and sulistantive assistance to workers is also likely to encourage
firms to provide early notification. There is reason to believe that once employers
know that their provision of notice will result in assistance that will materially
affect the future of their employees, they are much more likely to see voluntary
notice as a civic responsibility.

Chairman HAWKINS. I gambled and I lost. Mr. Ballenger.
Mr. BALLENGER. Mr. Secretary, you have spoken about redeploy-

ment of workers and so forth and so on, and as you and I discussed
earlier, I come from an area of the country which is fortunate in
the fact our unemployment rate is less than five percent.

Is there anything in this program that might develop the idea
where workersyou know the system at the present time, the wel-
fare system that we have, and most systems are designed in such a
way they want to keepI mean they persuade the worker who has
been laid off, stay there, eventually something is going to change,
and maybe you will find a job. But in an area of the country where
we need workers, is there anything in the bill that you are speak-
ing of that wouldyou mentioned relocation assistance. I don't
know whether that was an actual fact, hope or what, but is there
anything in there that would assist workers with the idea, look
there is loth of jobs available in North Carolina. How do you get
there, is there any assistance available for such things?

Secretary BROCK. Yes, there is quite a bit. The first thing is to
tell them where they are, and that is where the counseling comes
in. Job search assistance is there. It will depend in part on what
the Governor's program is. The Governor can have, if he wants,
some method by which they support workers to go from the Pied-
mont area to another part or into the Piedmont area, if that is the
choice.

Mr. BALLENGER. We mentioned Chicago having steel shutdowns
and all these things. Are they advised there are jobs available
somewhere else in the United States?

Secretary BROCK. That would be part of the counseling, as to
where jcbs might exist, for a particular range of skills, sure.

Chairman HAWKINS. Mr. Sawyer.
Mr. SAWYER. Let me reiterate the sense of relief and pleasure a

lot of us take in some of the directions you are going and by build-
ing on established programs. I'd like to talk about something we
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have talked around for a moment. We talked about those folks who
are out ofrwork or those we can immediately anticipate being out
of work and the work you are doing to anticipate the needs of those
who may well be out of work in the year 2000. We have talked
about the enormous cultural difficulty that comes with moving
people who really viewed their education as over at perhaps age 18,
20 or 22 into a circumstance where they can be retrained and the
great difficulty you,have had in trying to build on those established
programs that are in place and make some sense.

It seems to me that one of the arenas that we have not really
talked about is that very formalized educational and retraining
tool, that we invented in this country in the form of a kindergarten
through secondary school, through post-secondary technical train-
ing and higher education. It is important' that we not only react to
those people who are displaced or who are out of work but those
who are confronting today the volatile character of change in the
work place itself. I would hope that you would use the telephone
line, that you have between your department and Secretary Ben-
nett's about moving the resource that he has into the work place
itself like you have monitored and taken photographs of and are
attempting to deal with.

Now, to some degree I suppose that the program that you de-
scribe anticipates some of that, the Governors will be able to take
within their narrow purviews some of those resources and perhaps
begin to anticipate that need in the work place itself. I am not sure
that that is sufficient. And I am not asking you to do that this
year.

But what kind of work are you doing to move that enormous in-
frastructure in education and training out of the place where it is
so uncomfortable for people to deal with and into the place where
it is most needed?

Secretary BROCK. Oh, Lord, you just hit a hot button. I feel so
strongly on the subject I am not sure you have enough time to go
into it. Whatever we do in this country is going to be more expen-
sive than we can afford and less effective than we can tolerate if
we don't deal with the education problem. And we have to start in
kindergarten, we really do. You remember the old study we in this
Congress authorized, Mr. Chairman, back in 1961 or 1962, a study
of the value of preschool education in Ypsilanti, Michigan and
Harlem, New York. That study is not hypothetical, those folks
have grown up now, and we know what happened with them. The
rate of teenage pregnancy went down 50 percent. The benefits are
absolutely awesome if we do the right thing in the front of the
process, in other words, in the school system.

Chairman HAWKINS. Mr. Secretary, if I may interrupt, you have an-
ticipated me some, because you agree that wasan excellent pro-
gram, but we are not putting enough resources into a program that
you agree is cost effective; that would have solved a lot of our prob-
lems. We are not reaching 82 percent of the eligible and we are
cutting back. Since 1981 we have cut back tremendously on these
programs that are demonstrably cost effective.

What can we possibly expect if we keep cutting back on these
programs and children grow up illiterate and unable to read. They
then drop out of school and we don't reach them at all. I think you

258



254

are getting down to why this committee is so serious about this
proposal that we endorse. We approve of your suggestion but we
have a great number of other problems that are. going to make it
more difficult to retrain' people or have a retraining program ten
year .from now if we have a nation of illiterate people. We are not
going to compete with Japan or West Germany and other countries
unless we address a wide range of our problems.

Mr. KILDEE. I am very familiar with the Ypsilanti Perry School
study. You are very correct. What those programs have done is tre-
mendous. Again Secretary Bennett and the President are asking
for zero funding in 1988 and a recession in 1987 for follow-through,
one of the programs that really has helped us achieve those things
studied under the Ypsilanti study. Again, I think your department
has to work closely with the Department of Education belause they
are going to create problems for you very very soon if they don't
really ask, for funding for these programs with proven effective-
ness.

Secretary BvocK. Roger wants to say something. Then I want to
say something.

Chairman HAWKINS. We will provide three minutes.
Mr. SEMERAD. I want to say a couple things. Yes, we are not pro-

posing the numbers that can take care of all the kids at risk. I
think one of the things that we have learned over the last 20 plus
years in these programs, if we are going to prevent making illiter-
ate kids illiterate unemployable adults, NVe have to do something
different to break that cycle of dependency, or whatever it is. We
ran a little test on five cities on your summer youth program
where the communities decided to put in a literacy or math compo-
nent into the summer experience. L don't know if we have pub-
lished the data yet, but it is something on the order of a one-year
gain for those kids. That is a six-month gain in their reading
versus a six-month deterioration over the summer months.

We also put 30 kids through a Job Corps center during their
summer program out in Utah, just to experiment with a good job
corps structural package. There were two year gains for these kids
in math and in reading. We need to do something about that. If
you recall last year when we came before Congress, Congress
denied us the authority to mandate literacy training as part of the
summer youth program. I think we have got to decide what works
herewe know what worksand get on with it.

Chairman HAWKINS. My understanding from the staff is that we did
mandate there should be a remediation program. What we did not
mandate was a certain percentage or :ending. So I think that
should be corrected. Don't blame this committee. Is that correct?

Mr. SEMERAD. That is not our understanding., Mr. Chairman. It
wasthe wording came out it was permissible and indeed a
number of communities have included this to their credit in thb
programs, but it wasn't something uniform.

iChairman HAWKINS. I think you interpreted the wrong instruction.
We will be very glad to clarify it.

Secretary BROCK. Thank you. That is all we ask, Mr. Chairman.
Chairman HAWKINS. We hope you keep the Job Corps centers alive.

Don't close them, otherwise it is a very moot question.
Secretary BROCK. We are trying to do that.
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Chairman HAwicizsis. I know you are.
Secretary BROCK. Let me come back to the question. The gentle-

man has asked an important question. I really think this question
goes beyond any budget, any person, it goes to what must become a
national sense of commitment to education as a lifetime process.
Businesses are going to have to understand they are going to have
to re-educate their workers continually as they work on the job.
Labor is going to have to support that. You are going to have to
have adult education programs available throughout the workers'
lives. They are going to have four to six jobs. They are not job hop-
ping. They are not only going to change jobs six times, but their
careers two to three times on average.

That means thehave to be flexibly trained, to be adaptable and
to have 'the capacity to look for new skill opportunities. We simply
have got to re -think what we mean by public education in the
United Sfates. We are not doing an adequate job. We are not even
approaching it, and we have to come together, Businessmen and
labor union leaders and educators are like ships passing in the
night, they don't even talk to each other. Voc Ed people won't,talk
to high school people; high school people don't talk to college
people. They don't talk to technical institutions.

Mr. SAWYER. Those distinctions we used to make are so blurred
today in the work place it doesn't make any sense. What can we do
in these proposals that we have before us to help open that door a
little more than it is today so the-work place itself.does become a
vehicle for that kind ofnot so much retraining after the clemage
is done, but training in the course of employment itself? What can
we do?

Secretary BROCK. I wish I had a simple answer to that. I think
what we are trying to do with this whole program is not just say
we need the substance of an adjustment assistance or AFDC pro-
gram for disadvantaged kids, but to say something larger to the
country, that is we have to re-think this whole process and make a
new commitment to education, all of us, everybody. Nobody is
exempt, there are no cop-outs, no excuses. We ere not doing what
we have to do to provide our children with opportunity, and if they
are going to be productive human beings, it has to go on.

Chairman HAWKINS. Mr. Wise.
Mr. WISE. Thank you, Mr. Chairman.
Two questions, Mr. Secretary. Joining with my colleague, Mr.

Tauke, as you make the transition from trade adjustment assist-
ance to this program, I would like to echo his concerns. I had the
choice today of missing this hearing or the plane back last night so
I could attend a rally on our state capital steps of several hundred

icoal miners and Volkswagen workers who are in the same dilem-
ma. They have been certified for trade adjustment benefits, but
they are being gold there is no money. You have been very sensi-
tive to that problem in the past, so I urge you and the dentirtment
to investigate this.

Our State of West Virginia has made application to you several
times, and I think the lastwe probably requested somewhere
around $1 million for what must be 1,200 workers at least total in
the state. I think we have $138,000. I understand the pot is very
low, and you are having to spread it out over a large area.
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But if that,pot is low, I would hope the department would ask for
a supplemental as indeed it is the Congress' obligation also to
grant it and try to respond. It is a growing, growing problem, and
as Mr. Tauke spoke, I heard several other members close to me
also nod or murmur affirmatively. We have hundreds of people
who have met the requirements and are certified and now being
denied the training. I would ask your help on that, because it is
getting to a crisis stage in my district.

Another question I had is, both the unemployment insurance
system and, the public employment provisions of your legislation, I
notice the states would have increased responsibility. What we
have learned in the Federal Government or the state government
level sometimes is that at the Federal level, when they say we are
giving you increased responsibility, they do give the states in-
creased responsibility but no additional resources or indeed takes
some resources that were there.

Under Public Employment Services, it notes that states would
assume responsibility for financing their programs after 1990. So
are we going to be faced in a situationparticularly in a state that
is going through great transition right now, parts of Michigan and
elsewherewhere we have the Federal Government pulling re-
sources back and saying "You have the responsibility you also
have to run these programs"?

Secretary BROCK. It is always good to let someone else answer
the tough questions.

Mr. SEME3AD. I 'think our proposals are designed to encourage
the re-focus of the employment service to mesh with reality. Yes,
indeed, more of the funding responsibilityadministrative costs
would be borne by the States, but also they would be able to con-
trol what they did.

Now, what does that mean for the current system we have today,
where States do pretty much what they want and expect the Con-
gress to appropriate the money to bail them out. One of your
neighbor States had a situation just last week where under the Un-
employment Insurance Program even though the case load was
dropping substantially, the State negotiated through contracts, bity
salary raises, which has kept open a large number of offices, and
then expected to come back to the Congress to pick up the money,
because the formulas by which the VI money now passes reflects
the case load.

And what happened really was that under Gramm-Rudman, the
Congress eliminated a substantial portion of that money that his-
torically picks up that slack. I think that the employment service
under our proposal can become a much more relevant force in the
State, adjusting to economic and job change. The process today
really is at the low end of the labor market, an important segment.
It would not at all be denied under our proposals.

But we need more involvement of the employment services over
the broad range of labor market exchange than we have today.

Mr. WISE. I am still up in the air as to whether you are saying
the States are going to assume the funding of that, in which case
we have given them tharesponsibility and an increased burden.

Mr. SEMERAD. They will assume the funding in 1990. There will
be a new giocess where, if the Federal Government suggests or
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mandates certain services to br performed, the Federal Govern-
ment pays for it.

Mr. WISE. 'If I may, in the few seconds left, get back to my origi-
nal question on trade adjuStment assistance, Mr. Secretary, once
again, if You could respond a little bit, I would really appreciate
your looking into this. I think we have a real problem developing.

Secretary Baocx.'I will look into it, but I will say in all honesty
the pot is bone dry.

Mr. WISE. The pot is dry, but should we not be back asking for a
supplemental?

Secretary Bao Ck. The difficulty with that is the general sense
that the TAA program is not an effective program, that this new
prograrri is a better program. If we could implement it faster, that
would be our preference.

Mr. WISE. While we are waiting for it to be implemented, you
don't see it being implemented in the next six months? Would the
TAA be a pressure'point?

Secretary Baock. There are other programs available. It would
be difficult for me to come with a supplemental. We will look at it
and see.

Chairman HAWKINS. Mr. Richardson?
Mr. RICHARDSON. Mr. Secretary, I won't say nice things about

you because it will hurt you with the Administration. I don't want
that. [have deep respect for you.

Let me just say I welcome your proposal. I don't think it is com-
prehensive enough. .I would hope that,you get a chance to study the
Chairman's proposal which I think deals more comprehensively
with these issues.

I have, Mr. Secretary, in my State 4,000 miners last year who
lost their jobs. They, received about $800,000 in JTPA monies, clear-
ly not enough.

My question deals with the eligibility standards for receiving
funds under your new initiatives, how flexible are they?

For years I have been trying to have the Department of Energy
declare, for instance, that the uranium industry, which is literally
dead on its feet be declared. nonviable.

They didn't do that until four months ago, therefore making
many miners ineligible for any kind of readjustment assistance.

I wondered if you could go into some detail, about how flexible
your program is for instance, how would your proposal deal with
those in extractive industries?

Secretary BROCK. One of the frustrations I have, which you have
appropriately noted, is the lack of flexibility in the present process.

We are proposing an enormously flexible program. We are pro-
posing, in effect, to take the present money, about 30 percent of the
new money, and spread formula it out by formual. The balance will
go through either a discretionary fund, which we were discussing
earlier, orthe majority of the amount would go through the Gov-
ernors, and he designed to respond to the particular need of that
particular State.

We are not going to tell them how to do it. We are going to say
you must incorporate unemployment insurance and the employ-
ment service into the package. But we are going to try to give you
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and your Governor all the flexibility you need to deal with the
problem in the fashion that suits your own situation.

Mr. RICHARDSON. °Mr. Secretary, here is a new idea that I don't
knoW if it will work, but I wondered if you have studied it.

What if, foi instance,; you had a displaced worker intake a
mining industry. Instead of providing .either JTPA Inn& or provid-
ing 'unemployment insurance funds or whatever, you would give
that worker an incentive, for instance, to start a new small busi-
ness if he proceeded with making that intent knownand I guess
you can't say putting money where his mouth is, because he has no
moneybut making a concerted effort to offer this kind of incen-
tive to a displaced worker to take a step like this.

Would you, for instance, support an amendment ,tat might do
something like that?

Secretary BROCK. If the State wanted to do something like that, I
would say "fanta:stit":".

'One of the things I have done is try to look at what other coun-
tries have done. Some of you went to Canada to see that system.
That is an intereSting and productive system.

I had a couple of visits with the English and French. They have
got a process where they take the unemployment insurance that is
available and let somebody get about a year's advance to start a
new business.

The British have had about an 80 percent success rate with that.
That is higher than our success rate without any government in-
volvement at all.

It is phenomenal what people can do if they are given the entre-
preneurial opportunity. I don't know what form the amendment
might take, but I think o'ir program will allow the States to have
the flexibility to do that sort of thing if they want to try it.

Mr. RICHARDSON. Mr. Secretary, I just want to make sure in the
course of this legislation that Indian tribes are eligible to partici-
pate in this program. We have had instances where in the Safe
Drinking Water Act, the highway bill, the safe drinking water leg-
islation and other bills the Administration has submitted where
Indian tribes are not eligible to participate.

I would hope if that isn't the case, that you would be disposed to
accepting that.

Secretary BROCK. I can't imagine they wouldn't be, but we will
certainly recheck it to be sure.

Mr. RICHARDSON. Having you here, Mr. Secretary, I can't resist
asking an unrelated question. That is with something that many
people in the southwest and especially the Hispanic community are
concerned about. That is the recent ruling on sanitation workers
and the farm workers, the decisionthe court decision and my
answermy question is, do youdoes the Department of Labor
intend to abide by the court decision and set national standards as
prescribed in the court decision and in the intent of the Congress?

Secretary BROCK. We have not made a decision at this point as to
whether or not there will be an appeal. We are discussin that
within the Department and with the Justice Department.

However, whatever that decision is, I made a decision almost a
year and a half ago that we would address the question of sanita-
tion standards.
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Our preference was for the States to do it. If they did not, I said
fit that tfina that we Would. do so. That commitment was made. It
will he kept.,

Chairman HAWKINS. Mr:,Jontz?
Mr. Joivrz. Thank you very.much, Mr. Chairman.
Mr. Secretary,. I- havajust one :brief question. It has been.our ex-

perience at home in northern Indiana with JTPA programs that
too often JTPA just moves people around to low paying jobs with-
out really any training or retraining component to the program.

I can recall an example of a journeyman molder laid off 'Tom
U.S.X. who.got a job through JTPA as a molder at about a tined of
what he was making before.

What I would like to ask is, to what extent , is this concern or
problem addressed in the worker readjustment program that you
have proposed?

Secretary BROCK. The worker adjustment. program, (a), is much
more fully funded; (b), is much more comprehensive; and (c), is
much more flexible in that it is designed within the State, by the
State, for the State's individual" needs.

Therefore, my hope would: be that it would. be as responsive as
any program could possibly be. It is almost impossible to answer a
question about a specific because each community is different.

The job availabilities are different. The fact is that despite all of
the talk about low income jobs versus high income jobs and the
larger being the low side, that just simply has not been the case.

Of all tilt- ,,ople that were displaced, more than 20 percent that
did get re-employed got re-employed at 20 percent or lower wages
wages that were 20 percent lower.

Nearly a third of them got re- employed' at wages 20 percent
higher. There are individuals like the one that you mentioned. I
don't know how to protect them against1hat. You will always have
some of those. My hope is that they will be outweighed by the over-
whelming majority the other

The fact is, if we give people decent skills, their income will be
commensurate to that. Their problem is that they don't have a
skill that is required by the job that is available. That is where we
have to create a match.

Mr. Jorrrz. You have some reason to believe the States will be
more sensitive to that aspect than what the program has been?

Secretary &box. Well, not just more sensitive. The States clear-
ly are sensitive. I think by providing a more flexible and more com-
prehensive program, we can act quicker, and respond more directly
to the individual situation. We can get more private sector involve-
ment, which means. we will have more jobs available.

I think the situation will be resolvable. I think we will make a
lot of progress in the next three or four years.

Mr. Jorprz. Thank you very much.
Secretary &dm Thank you.
Chairman HAWKINS. Just several minor questions, Mr. Secretary.
On the question of income support, I don't think that has been

discussed at -all. According to the proposal, a needs-based payment
as approved by the local sub-State grantee is permissible. Could
you spell out what that may mean?
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I assume the local Phi would, in effect, determine what that
amount' Should be. IS there any idea ',what that would amount to?

Mr. SEMERAD. We antiCiPate soinethirig on the order of 15 per-
cent of the total monies a community, would have available out of
this pot, whatever it Was. It could be for that kind of assistance. It
might be child 'Cake, it-might be transportation assistance, or it
might be income support; an amount equivalent to their UI pay-
Ment.

Bear in -mind, we are trying to' .encourage people to try to get
into training, make- that decision within the 'first ten weeks of the
unemployment

We find that most,people get jobs, within that time: The commu-
nity could say you.are going to need training that will take- a year
and.provide income support beyond the 26 weeks of Unenefits.

Chairman HAWKINS. Lets say-we are talking aboutlndividuals
who will not bereceiving unemployment compensation and who have
no child care. We are talking about' survival. What 'do you envision
in that particular needs-based payment? Will it be 30 dollars a
week, for example?

Mr. SEMERAD. That would be up to the community, based on
what fun& they had available out of whatever the amount was.

Chairman HAWKINS. What would foreigners get?
Mr. SEMERAD. That would be 'up to the State, the community to

determine, whoever was Administering the program.
Chairman HAWKINS. One ,final question with respect to the con-

struction of the bill itself.
As I see it mow,the sproposal. is a free-standing bill. The commit-

tee bill that we are now working on builds on Title III. What is
your position with respect to whether or not the bill should be free-
standing bill? Should it be an amendment to Title III?

Do you have any position on that?
Secretary BROCK. Mr. Chairman, I don't know that I am suffi-

ciently familiar with the prerogatives of the various committees to
respond to that.

I think whatever route you want to chose is fine with us as long
as we have a chance to see the bill enacted into law.

What I don't want is to get it caught up in something that would
drag it down or would delay its passage, but however you want to
proceed is fine with us.

Chairman HAWKINS. If it is going to help you at all, I think it is
better as an amendment to Title III, I will tell you that.

Secretary BROCK. Suits me.
Chairman HAWKINS. If it is a free-standing bill it will be a grab-

bill for not only this committ'e but several other committees, as
well.

Secretary BROCK. Well, deliver us from grab -ails, Mr. Chairman.
Chairman HAWKINS. Mr. Ford.
Mr. FORD. Mr. Chairman, Mr. Secretary, thank you.
We have talked around training and the adequacies and inad-

equacies of various approaches. I don't feel we have very much
focus out of that.

I was attracted when I read your statement to the statement 'on
the bottom of page 'two, '"the Trade Employment and Productivity
Act of 1987 contains four legislative initiatives developed by the
Department of Labor to respond to these challenges." Does that
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mean that you have prepared proposed legislative language for
these four initiatives?

Secretary BROCK. I thought we had submitted the language. It
will be here this afternoon.

Mr. SEAIERAD. It is on the way.
Mr. FORD. We have talked about the new worker readjustment

program, a lot about the targeting of services to welfare youth.
Number three interests me. What more specifically do you have in
mind when you say a proposal to refocus and decentralize the ad-
ministrative structure of the public employment service? What
does that mean?Mr. Si.EMERA Mk. Ford, as I said earlier, we really think that
th, employment service has had a traditional role in an industrial
economy m this country that has responded well to the cyclical
changes; but the accelerated pace of change has left a lot of em-
ployment services around the country more involved with their
own survival than how quickly they respond to the needs of the
workers of the communities.

Many states have adapted very well by coordinating the educa-
tion community, the job service, unemployment insurance, (TWA
very effectively to serve their citizens in their states. We would like
to propose that other states have more encouragement to create
that. Basically states could run the same kind of employment serv-
ice they run today, if that was their choice; or they may choose to
create state job centers or call it something else, but basically we
are talking about moving away from the United States Employ-
ment Service per se, but maintaining the integrity of those func-
tions, particularly those Federal requirements that the Congress
has imposed upon the states to serve various sections of the popula-
tion, veterans, or the immigration question, stuff like that.

So I think that what we have here is to try to put greater flexi-
bility and a greater emphasis on those creative efforts on the part
of states, governors, legislators, communities to make sure that the
Employment Service becomes an integral part of labor market ex-
change, retraining, economic development which our evidence sug-
gests is not always the case now. There is a lot of nice rhetoric
around about 1 the wonderful things that happen, 'but in reality
there is a substantial lack of faith on the part of workers or em-
ployers with the potential value of the employment service.

Mr. FORD. Well, I am confused by that answer. For years we
have heard the U.S. Employment Service as it operates through
the states historically held up in a way to indicate that we were
way behind the curve in the age of computers when other industri-
alized countriesand we used to be an industrialized country until
recentlyconcentrate on looking at the resources of the manpower,
if you will, of the whole country and then when a job opportunity
presented itself, and an identified need for skills, that some other
person ur.employed might have, to try to find ways to match the
skillswith the existing job and they don't pay attention to the arti-
ficial barriers of the state line. Even in your gathering statistics,
you use standard statistical metropolitan areas that sometimes
bracket state borders.

What you seem to be saying here is that there is some role of
coordination that you are repealing. As I understand it, you repeal
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the 52-year-old statutory Federal responsibility to assist in main-
taining and coordinating state public employment services through-
out the nation.

It.k.ems like you are moving away from any national work bank
concept to the idea that if a state wants an employment service,
they can have one. If they don't have one, so be it. And we will
have 50 different ones< plus the District of Columbia and all the
outlying territories.

Whatever value all of these national statistics and projections of
labor market needs have goes out the window because a particular
state might decide that what it wants to concentrate on is strength-
ening its agriculture or its automobile industries; but the devil
with the rest of it. Those are the people with the clout in that
state.

How do you replace the very imperfect, not very successful na-
tional focus on problems associated with employing people? You
disperse this whole thing, and then on top of it give the states the
authority, as I understand it, to have or not have an employment
service. But on June 30, 1990, you say if you have one, pay for it.
What is your guess on how many states will have a state employ-
ment service in 1991?

Secretary BROCK. Congressman, I think there are two or three
answers to that. One, the employment service in some states is
being reshaped to the needs of a competitive society. Others just
haven't paid a whole lot of attention to their employment service.
Or, in some cases, they are so politically entrenched they don't
want to touch them. Whatever the case, we would like for states to
start paying attention to this as a tool for dealing with unemploy-
ment and getting people re-employed using the training system,
unemployment insurance, whatever it takes. Right now there is
almost an attitudewell, I don't want to mess with it, I haven't got
time for it.

We don't pay for all the costs of employment services now. Every
dime that comes into that I think comes from the states, through
employer taxes

Mr. FORD. You know, we are talking here, for example, the Fed-
eral Government, even during this administrationespecially
during this administrationhas grown with its work force at the
rate of about 350,000 new employe0 per year. Now we rotate some
out with retirement, people who leave, but we hire about 350,000,
laying aside the post office which in the last two years has hired
60,000, 65,000 all by themselves; and I was surprised to find a
number of years agoand nobody has ever been interested in it
that none of the Federal agencies who were hiring used the U.S.
Employment Service.

Secretary BROCK. No businesses use it either. You have to ask
the question, what in the world are they doing.

Mr. FORD. You had an interesting comment about the &Tend-
ability of the post office. Everybody still uses it even though they
like to tell jokes about it.

Secretary BROCK. Unless there is a UPS available.
Mr. FORD. The fact is we have a service here where Federal agen-

cies when looking for people to fill jobs do not turn to the U.S. Em-
ployment Service and say, Find us X number of clerk-typists 3s.

ja
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Secretary BROCK. That is right.
Mr. FORD. What should we do about that? There are 350,000 jobs

that just get filled'bylike Topsyby various agencies. The agen-
cies have demonstrated not just with this administration but over
many years that they have little or no confidence that the employ-
ment service is a place to go to fmd people when they want to hire
them.

Secretary BROCK. Mr. Ford, if the employment service were pro-
viding a useful service, don't you think the Department of Labor
and the post office, would go to them and seek their support? If
they are not providing a useful service, why are we funding them?

Mr. FORD. Does your agency customarily -notify the public em-
ployment service and the state employment service of job opportu-
nities in your own Department?

Secretary BROCK. I have no idea, but probably not. Very few do.
One of the things that business people have told us is that by the

time they could notify them and the job circulated for a filling,
they have already filled it on their own using private employment
services, which do the job.

You see, my frustration with thisand your concern is obvious
and it is legitimate and it is rightmy frustration is that the em-
ployment service has valid function and it is primarily, at least in
this day and time, to deal with those individuals who can't get sup-
port from private hiring agencies. That is the group I am worried
about. I don't think they are being any better served than anybody
else right now, except in those states that have really taken a look
and tried to shape up their system.

What we are saying is, take a look, put it into this context, take
a look at the totality of this re-employment process we are trying
to develop. Training, unemployment insurance, employment serv-
ice, the whole range. Put the whole package together. You, in the
state, devise a more efficient system to get people back to work.

We are not taking any money away from them. We maintain the
responsibility for the Federal functions. It is just that we think the
state function could better be done there.

Chairman HAWKINS. Mr. Jeffords?
Mr. JEFFORDS. Mr. Secretary, I just want to thank you for being

here this morning and being so patient and having such responsive
answers to our questions. I would like to point out that we are in
the middle of a recess and we often times have a problem getting a
quorum. We had over two thirds of the Committee here this morn-
ing, almost throughout the morning. That is a real tribute to you. I
am not sure that all of the reasons they were here were positive,
but they certainly were responsive to your presence.

I would just like to ask you if there is anything else you want to
say?

Secretary BROCK. Thank you. It was a good morning. I appreciate
it. We have covered a lot of territory. I thank you, Mr. Chairman,
for your patience.

Chairman HAWKINS. I certainly want to join with Mr. Jeffords, Mr.
Brock, in thanking you. I think it has been a very constructive
morning. I think you have given us a great proposal. We will look
closely at it. I think a lot of good things are in it. I think you will
be surprised that we will take most of them.
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Secretary BROCK. Bless your heart.
Chairman HAWKINS. Thank you very much.
[Whereupon, at 12:10 p.m., the committee adjourned, subject to

the call of the Chair.]
[Opening statement of Hon. Joseph M. Gaydos and proposals

from the Department of Labor follow:]
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OPENING REMARKS OF HON. JOSEPH M. GAYDOS, A REPRESENTATIVE IN CONGRESS

FROM THE STATE OF PENNSYLVANIA

MR. CHAIRMAN, I am pleased that we are meeting here today

to hear Secretary Brock's proposals regarding dislocated workers

and job training. In my Congressional District outside of

Pittsburgh, during the last ten years, the Homestead, National,

and Duquesne steelworks have closed and at least 10,000 people

have lost their jobs. My District has been hard-hit by

unemployment, plant closings, and pension problems. These

difficulties are certainly not unique to my area, Mr. Chairman,

and I believe that they reflect serious problems with our

federal employment programs.

The Department of Labor's proposed restructuring of the

JTPA and the AFDC is designed to redirect JTPA training money to

teen parents and other youth who receive welfare. The program

would cost $800 million and yet it would only serve about 10

percent of the eligible population. Ten percent is certainly

better than nothing, but it is a very small fraction of the 1.6

million kids who qualify for the program.

The Department's proposals on a new Public Deployment

Service, Unemployment Insurance Decentralization, and Worker

Readjustment are all attempts by the Administration to shift

programs from the Federal government to the States. They set up

large state-level programs under the direction of each governor.

So, instead of just eliminating one federal bureacracy, we

would be creating one in each of the fifty states!

-2-
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Giving the states' responsibility for helping their

citizens is certainly a noble aspiration, but the realities of

the situation sometimes make this goal difficult. Theoretically,

the states know the needs of their citizens and are more

responsive to their needs. In historic practice, implementation

of federal programs has varied. Also, in light of recent

cutbacks in the Federal budget is is quite possible that states

might get saddled with the financial burden of maintaining these

programs in the future.

In a year when the President's budget drastically cuts

funding for education and vocational training, / wonder about

the Administration's commitment to education and retraining. If

we are serious about this commitment then we must make sure that

our students are yell-educated and that displaced workers are

properly retrained for new jobs. We must also must provide the

funds and programs necessary to meet these goals.

-3-
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PROPOSAL TO ESTABLISH A NEU WORKER READJUSTMENT PROGRAM

Objectives:

o To establish an early readjustment capacity for workers and
firms in each State.

o To provide comprehensive coverkqs to workers regardless of the
cause of dislocation.

o To emphasize training and reemployment services rather than
income support.

o To provide early referral from the unemployment compensation
system to adjustment services as an integral part of the
adjustment process.

o To foster labor, management and community partnerships with
government in addressing worker dislocations.

o To provide the flexibility to target funds to the most critical
dislocation problems.

Background:

The President, in his State of the Union message to the Congress,
established a national goal of assuring America's competitive
pre-eminence into the 21st century. A key part of the program to
achieve that goal is an expanded effort to enable workers to
improve their skills and increase the flexibility of the American
work force, including a new program to help all workers who are
displaced by adverse economic factolz, such as increased imports,
technological change and rural economic problems.

o The new program, the Worker Readjustment Program, draws on
recommendations of several major studies of competitiveness and
worker dislocation, including:

-- The Secretary of Labor's Task Force on Economic
Adjustment and Worker Dislocation.

-- The President's Commission on Industrial Competitiveness.

o The new worker readjustment program would replace two existing
programs--Trade Adjustment Assistance (TAA) and Title III of
the Job Training Partnership Act (JTPA)--which currently serve
dislocated workers but are limited in scope and have major
shortcomings.

Description:

o Eliaibility: Eligibility would be the same as under Title Ili
of JTPA, and include workers displaced by plant closings, mass
layoffs, and other experienced workers suffering permanent job
loss, regardless of the cause of dislocation. It also would
include unemployed farmers, and other self-employed
individuals.
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o Services: Services would be provided in two broad categories:
basic readjustment services, including assessment, counseling,
and job search assistance; and retraining services, including
classroom and on-the-job training, and relocation assistance.
In addition, a rapid response capability to deliver assistance
upon notice of plant closings or mass layoffs would be
established. Training and retraining would be available
through traditional arrangements such as classroom and
on-the-job training, and through vouchers. In addition,
workers could receive certificates of continuing eligibility
for training for up to a two-year period.

o Governor/State Role: Governors would have Statewide planning
and oversight responsibility; would designate substate areas;
and allocate funds for basic readjustment services within the
State. States would establish a rapid response capability,
which may include incentives to encourage employers to give
early notification of dislocations. States also would
establish linkages between worker adjustment programs and the
unemployment insurance systsm and other State programs.

o Private Sector Role: The State Council under JTPA would be
reconstituted with a private sector chairperson and a majority
of the membership drawn from private business and industry.
The Council would assume oversight responsibility for public
employment services and be renamed the State Training and
Employment Council. Local Private Industry Councils would
provide policy guidance, and exercise oversight of readjust-
ment services in the substate area.

o Delivery System: Substate areas designated by the Governor
would consist of JTPA Service Delivery Areas (SDAs) and
combinations of SDAs (those SDAs with 500,000 or greater
population would he automatically designated). Substate
grantees would be designated for each substate area pursuant to
an agreement between the Governor, the local elected official
and the Private Industry Council (PIC). Substate grantees may
include PICs, SDA grant recipients, private noAprofit
organizations, State agencies, and other public agencies.
These grantees will establish the capability to provide basic
readjustment services and arrange for the delivery of training.

o The Federal Role: The Department of Labor would provide
overall administration and oversight; allocate funds; provide
technical assistance; and provide adjustment assistance in
cases of major industry-wide or multi-state dislocations and
natural disasters. The Secretary of Labor would establish a
Federal Worker Readjustment Advisory Council to review
information on worker dislocation and the performance of the
new program, and to make recommerJtions to the Secretary.

o Funding/Allocations: $980 mil_ will be requested for the
worker readjustment program for FY 1988. Thirty percent of
total funds will be'distributed by a basic allotment to each
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State for readjustment services and rapid response capabilities
with further allocation to substate areas. Fifty percent of
the total will be placed in a Federal supplemental Funds
Account for each State to draw on for retraining services as
nePSed, up to a pre-determined State target level. Twenty
percent of the total will be available for the National Reserve
Program; these funds may be used for mass layoffs,
industry-wide and multi-state projects and other national
activitLes.
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JTPA AFDC YOUTH PROPOSAL

Objectives:

o To better target JTPA services on the welfare youth
population, particularly teen parents, in order to break
the cycle of welfare dependency.

o To allow JTPA Service Delivery Areas the flexibility,
under Title II-B, the Summer Youth Employment and Training
Program, to develop an enriched program of services to
AFDC youth, to run a traditional summer youth program, or
to run both.

o To better direct JTPA funds to disadvantaged and AFDC
youth by revising the Title II-B allocation formula.

o To better link DOL and HHS programs serving AFDC youth.

Background:

o AFDC youth, both young parents and the children of
AFDC-dependent parents, experience multiple barriers to
employment. A high proportion of them are from minority
groups (65.6 percent in March 1984), and most are school
dropouts. Forty-two percent of young, unmarried welfare
mothers with children under 3 will be on AFDC for 9 years
or more.

o Furthermore, studies have consistently found that children
from single-parent families complete fewer years of school
and get lower status jobs than other children. These
children are more likely to become single parents
themselves, thus perpetuating the cycle of welfare
dependency. In addition, youths from families receiving
AFDC experience more difficulty in the labor market than
youth from other low income families.

o The JTPA AFDC youth proposal was developed to better focus
JTPA services and resources on one of the most at-rist.
populations, young parents on welfare and youth in welfare
families.

Description:

o Option for a New Program Aimed at AFDC Youth: JTPA
Service Delivery Areas would have three options under
Title II-B: to develop an enriched year-round component
targeted to AFDC youth, to carry out the traditional
summer youth employment program, or to carry out some
combination of the two programs:
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o AFDC Youth Target Group: The new program is targeted on
young parents on AFDC and children of AFDC parents, both
of which experience multiple barriers to employment. The
program would primarily serve 16-21 year olds, although
14-15 year olds also would be served. The Program could
serve both in-school and out-of-school youth.

o Enriched Program Desian: AFDC youth participants' needs
would be assessed and individual service plans established
which would include (when needed) mandatory classes in
basic and remedial education; life-skills counseling;
development of pre-employment and work maturity skills;
occupational training and employment experience; and
support services.

o Traditional Summer Program: Service Delivery Areas may
choose to fund the traditional Summer Youth Employment
Program, which remains basically unchanged. SDAs would
provide some combination of work experience, remedial
education/literacy training, and counseling services.

o Revised Allocation Formula: .n order to better direct
funds to the population eligible for the AFDC youth and
summer employment programs, the Title II-B allocation
formula would be changed and would be based 50 percent on
the current share of the number of families receiving AFDC
and 50 percent on the share of economically disadvantaged.

o Funding: Funding requested for the new program for FY
1988 is $800 million. It is anticipated that the AFDC
youth program would serve over 160,000 youth each year, or
approximately 10 percent of the eligible population.

o Coordination with HHS: The AFDC youth initiative is being
developed in close coordination with the HHS Greater
Opportunities Through Work (GROW, initiative. GROW is an
expanded initiative of coordinated employment, training
and education opportunities for members of AFDC families.
The GROW initiative emphasizes continued schooling for
teens without a high school diploma, and participation by
other employable AFDC recipients in a range of
educational, training and employment related activities,
including JTPA programs.



272

2/10/87

DECENTRALIZATION PROPOSAL FOR THE UNEMPLOYMENT INSURANCE SYSTEM

Obiectives:

o To increase State responsibility and discretionary authority
over the financing and actual administration of their
individual unemployment insurance programs.

o To increase State administrative flexibility in responding to
changing State economic circumstances.

o To reduce Federal responsibilities and authority in the
determination of State program administration methods and
costs.

o To maintain basic UI program objectives--to provid, short-
term partial wage replacement for workers who 'ose their jobs
and to collect employer taxes to finance the system.

Background:

o Over the past year, the Department of Labor has conducted
extensive discussions on the need for improving the
procedures for administering the Unemployment Insurance (UI)
System.

o Public meetings on the need for reform were held in January
of 1986.

o A Federal Register notice soliciting comments on long-term
changes was issued in July of 1986 and produced 80 comments
which were considered in developing the proposals.

o Further comments are being solicited through publication of
the decentralization proposal in the Federal Register in
February.

o Although the discussions did not produce agreement on the
specific changes that were needed, there was a general
consensus on the need for change and for increased State
flexibility in administering the UI system.

Description:

o Administrative Resource Levels and Controls: Gies States
the responsibility for assessing and collecting funds
necessary for the administration of their unemployment
insurance programs. State., would levy and collect the
appropriate tax as a replacement .via offset tax credit)
for the current Federal FUTA tax (except for penalties).
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o FederallY Mandated Pronrams and Activities: A portion of the
State-collected revenues would be passed through to the
Federal government to fund federally mandated activities.
New programs enacted would have to provide administrative
resources.

o Conformity and Compliance: The existino conformity and
compliance requirements would he retained and expanded to
include a requirement that States maintain current levels of
effort of UI and labor market information operations. The
existing penalty for conformity violations would be applied
to both conformity and compliance violations. IRS would
collect such penalties.

o Trust Fund Structure and Authority: Federal management of
the UI trust fund assets, including both State-collected
funds for benefits and those for UI administration, would
continue. There would be no adverse effect on the existing
Federal deficit and no impairment of the existing capacity
for supplying Federal loans to States for benefits when UI
claims levels rise.

o Legislative Chanoes: The Social Security Act (SSA) and the
Federal Unemployment Tax Act (FUTA) would be amended. This
would necessitate corresponding changes in State unemployment
laws, as well as any additional State statutes deemed
necessary to implement increased State role in financing and
administering the program.

o State Administration of UI:

- - States would decide what administrative resources are
needed to properly and efficiently administer their State
UI laws.

-- The Department of Labor would allocate administrative
funds only for federally mandated programs, not for State
administration of regular or basic UI programs.

- - Federal intervention in State UI administrative matters
would be reduced.
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PROPOSAL TO REFOCUS THE PUBLIC EMPLOYMENT SERVICE

Objectives:

o To refocus public employment services to addre z the emerging
national, State, and local labor market/labor rce needs,
particularly the need for improved assessment, job search
assistance, and labor market information.

o To increase State responsibility and discretionary authority
for the planning, management, and delivery of public
employment services.

o To increase the involvement of the private sector at the
State and local level for the delivery of employment services
within each State.

o To decentralize the financing of public employment services
to the States by 1990, providing autonomy to the States for
determining the funds necessary to support the services
planned in each State.

Background:

o To a less the ability of the public employment service to
address current and future labor market needs, in September
1986 the Department of Labor announced in the Federal
Register, key questions on the purpose, design and focus of
the Employment Service and invited public comment, either
written or oral, at a series cf four public meetings held
around the country.

o Based on comments from over 700 respondents (representing a
wide range of business, labor, government, and other inter
ested parties) as well as research, studies and data, the
Department developed its proposal to refocus the Employment
Service to better address these,labor market needs.

Description:

o Refocusing of Public Employment Services: Under the new
program, States would have increased responsibility for
providing public employment services. After 1990, States
would assume responsibility for financing their programs.
States would have discretion to determine the best mix of
services to meet their needs but particular attention is to
be given to the need for:

1. Assessment and testing activities for identifying worker
strengths and weaknesses;

2. Labor market information t,; workers and employers;
3. Vocational counseling and job search assistance for

workers capable of finding their own jobs; and
4. Referral to programs operated under JTPA, educational

institutions, private employment agencies, and social
service agencies for workers who need further assistance
in finding or preparing for a job, and referral of
workers for placement in specific positions.
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o State Responsibilities: Through a new Secretary-Governor
agreement, the responsibilities of the U.S. Employment
Service would be undertaken by the Governors. States would
have to meet broad Federal requirements, and provide
sufficient resources to deliver .ervices on a Statewide
basis. States would also continue to carry out special
responsibilities such as providing priority services to
veterans and collecting labor market information.

o Private Sector Role: To enhance pritrate sector involvement
with respect to the public employment service, linkages have
been established with the Privet. Industry Council (PIC) and
the State Job Training Coordinating Council. The PIC role
would be enhanced to include reviewing and evaluating the
public employment service activities within their Service
Delivery Area and forthe purposes of providing policy
guidance with respect to local labor market conditions and
needs. The role of the State Job Training Coordi-
nating Council, renamed the State Training and Employment
Council, would be enhanced by designating a private sector
member as the chair, requiring that a majority of its members
be from the private sector, and expanding its responsibility
to include reviewing, monitoring and evaluating the activi-
ties of the State in providing public employment services.
Because of the expanded role of the State and local councils,
Governors and local elected officials will he encouraged to
give consideration to appointing Job Service employer
committee members to these Councils.

o Federal Responsibilities: The Secretary of Labor would
continue to have responsibility for the Interstate Job Bank,
Occupational Testing and Analysis, programs serving veterans
such as the Disabled Veterans Outreach Program and Local
Veterans Employment Representative Program, alien certifica-
tion and housing inspections and national labor statistics
programs administered by the Bureau of Labor Statistics.
These would continue to be funded separately under agreements
with the States. Also, the Secretary of Labor would be
authorized to provide policy guidance to the States with
respect to national priorities.

o Funding: Through Program Year 1989, the current FUTA funding
mechanism, as well as the current Uagner- Peyser funding
formula, would be used to finance the new proposal. Com-
mencing in 1990 and consistent w' h the proposed decentrali-
zation of the Unemployment Insurance Program to the States,
States would assume responsibility for funding public employ-
ment services through a State levied and collected FUTA
replacement tax or other resources such as Sate general
revenues and user-fees. At that time, each State would be
required to provide public employment services throughout the
State as a condition for certification under the Federal
Unemployment Tax Act (FUTA). This condition, like other
conditions in FUTA, would have to be satisfied if employers
in the State were to be eligible for a credit against their
Federal unemployment tax.
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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS

States' Role in Economic Competitiveness Through
Employment and Training

WEDNESDAY, FEBRUARY 25, 1987

HOUSE OF REPRESENTATIVES,
COMMIT= N EDUCATION AND LABOR,

Washington, DC.
The committee met, pursuant to notice, at 10:34 a.m., in room

2175, Rayburn House Office Building, Hon. Augustus F. Hawkins,
presiding.

Members present: Representatives Hawkins, Kildee, Williams,
Martinez, Owens, Sawyer, Solarz, Richardson, Visclosky, Good ling,
Gunderson, and Grandy.

Staff present: Gene Sofer, budget analyst; Carole Stringer, legis-
lative analyst, and Beth Buehlmann, education staff director, mi-
nority.

Chairman HAWKLNS. The Committee on Education and Labor
will come to order. We are delighted to have with us a special
guest representing the National Governors' Association. He is
chairman of its Subcommittee on Employment and Training. For
the purpose rif introducing our guest, the Chair recognizes Mr.
Sawyer of Ohio. Mr. Sawyer.

Mr. SAWYER. Thank you, Mr. Chairman. It is a very special privi-
lege for me to welcome to the Congress the Chief Executive of my
state, a good friend, whose leadership within our state and among
other states in the arena that we find ourselves today has been
landmark.

One of our previous witnesses said that companies cannot suc-
ceed without the basic tools of both an educated work force and a
technological base in order to remain viable and competitive.

With that statement, Governor Celeste comes here a leader
among states certainly in the industrial Midwest, as being one of
the most productive states on the face of the earth.

Ohio, like many states have led for many years in productivity.
And far from being a problem, with the Governor's record, he lvs
provided a technological base and a real sound basis in education
He has given us the opportunity to bring those both together for
the competitive management in our state that has served as an ex-
ample for all the others.

And it is in that regard that I am pleased to welcome the Gover-
nor here today. Thank you, Mr. Chairman.

(277)
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Chairman HAWKINS. Thank you, Mr. Sawyer. Mr. Good ling.
Mr. GOODLING. I just want to welcome the Governor. Our rank-

ing member, Mr. Jeffords, I think will be back shortly. The Secre-
tary of Agriculture is testifying before the Agriculture Committee
at the present time. And we are all doing triple and quadruple
duty.

But I do welcome you. We have discovered in Washington that
we do not have all of the answers. And those of you who are out on
thP -firing lines in the states can help us with a very, very big prob-
lem in a very, very competitive world. So we welcome you.

Chairman HAWKINS. Governor, you have been welcomed by both
sides. I w"1 not .add to that, except to say that it gives me great
pleasure welcome you back. You have appeared before the com-
mittee before and have provided invaluable testimony. We value
what you will say to us this morning. You may proceed.

STATEMENT OF HON. RICHARD F. CELESTE, GOVERNOR, STATE
OF OHIO

Governor CELESTE. Thank you very much, Mr. Chairman. And to
you end your colleagues, I want to express not only my apprecia-
tion for the hospitality that you have extended in the past and on
this occasion, but on behalf of all of us as Governors we really ap-
preciate the opportunity to share with ou some of our experience,
and interest and concern as we look at the role of the states in this
arena of economic competitiveness.

I am testifying on behalf of the National Governors' Association
where I serve as Chairman of the Subcommittee on Employment
and Training. I have prepared testimony for the record. What I
would like to do is to discuss portions of that testimony if I may on
behalf of the NGA.

Also I would like to make a few comments as Governor of Ohio,
and I will try to distinguish where I depart from what is the NGA
policy. But the NGA under the chairmanship of Governor Bill Clin-
ton of Arkansas has been devoting a great deal of time to this topic
of competitiveness.

The title of our winter meeting which ended yesterday was
Making America Work, Productive People, Productive Policies. The
discussion of economic competitiveness sweeping the country today
I think finds both political parties struggling to tackle ,this impor-
tant issue.

And I think that increasingly it is worthwhile to look for leader-
ship in this area towards state governments. And it is interesting
that in virtually every case that there is an emerging bipartisan
consensus about what we are doing at the state level.

For several years now state governments have served as breed-
ing grounds for innovations on the issues around this notion of
competitiveness. And I suppose that is one other manifestation of
the genius of our federal system that our state governments should
be laboratories for developing new ways to compete globally.

Central to the important issue of competitiveness and the need to
develop in this country the capacity to respond rapidly to the con-
tinually changing world marketplace is the human dimension,
which really millions of American workers are experiencing dra-
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matic changes in their lives as a result of these international chal-
lengeg, Changes that are often disorienting, profound and usually
unanticipated no matter hOw hard we try.

When I.becaiiie"GoVernor of Ohio in 1982, Ohio had the second
,highest unemployment rate in the country. We knew that we must
move decisiveV on a number of fronts to regain our competitive
edge both in manufacturing, the backbone of our economy, and to
divergifk our economy.

A critical part of that effort in Ohio was the establishment of
something that we call the Thomas Edison program. The Edison
prograni brings together our best scientific minds and our more
farsighted corporations-to take the lead in areas like polymers, ro-
botics, advanced manufacturing technology, welding and biotech-
nology.

New relationships have been established between Ohio's univer-
sities and businesses, between inventors and those who can give
business advice, between the public and private sectors, to foster
new product and process innovations and to get them to the
market quickly and *cost effectively.

The state has invested over $30 million a year in this effort. We
have generated, -probably twice that amount in the private sector
investment each step along the way.

But a competitive economy increasingly requires an investment
in our human resource, a skilled, trained, flexible work force. One
of the important aspects of the Edison program as a footnote is
that we. require training as a component of each of those new tech-
nologies.

The American work now operates in an environment where
change is going on. Those entering the work force are told to
change occupations four to six times during their productive years.
And to add to this dilemma, by the year 2000 90 percent of all new
jobs will require postsecondary training.

The worker adjustment policy which was approved by the Gover-
nors at our plenary yesterday responds to this reality, to look at
our human resources to be competitive, with six principles in mind.

The first is that Governors should have the discretionary author-
ity to develop programs to meet the needs of their states and to im-
plement and manage according to their best judgment, to recognize
the distinctive differences or characteristics in each state.

The flexibility that the Governors were given to determine how
to implement the job training partnership program in Ohio as an
example allowed me to place the new program in the Ohio Bureau
of Employment Services, where it could be integrated with the
state labor exchange system, coordinated with the Unemployment
Compensation program and other employment and training pro-
grams operated by that agency. Other states chose other approach-
es.

The flexibility allowed me to challenge and direct the state job
training council and local private industry councils to play major
roles as state and local coordinators of e %cation, employment and
training services and to take the lead in guiding change.

We have used funds available under the JTPA dislocated worker
program in combination with state training dollars to help compa-
nies reopen and to attract new industry. In 1986, we saw Mercury

---
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Stainless, American Steel and Wire, North Star Steel and Ironton
Iron 'resume operations. Incidentally, Ironton Iron reopened on an
employee stock ownership plan which provided over 400 jobs to laid
off workers.

'Ohio has also funded a series of entrepreneurial 'training pilot
projects which give dislocated workers training in the skills and
techniques needed to start-and operate successful small b' sinesses.

A variety of agencies are operating these programs, fri, n a com-
munity action organization in one place to a major university. Not
enough time has passed to speak precisely of outcomes, but certain-
ly individual success stories are extremely encouraging.

Second, Governors should have the latitude to choose those state
and lOcal delivery systems judged' to be the most effective, and to
provide a variety of services, educational services, training opportu-
nities, job service assistance, support services and income assist-
ance.

We must have the authority to develop broad, comprehensive
and substantive programs that lead not only to long-term reem-
ployment for our workers, but to economic mobility.

In Ohio, we have ,been able to encourage the creation of compre-
hensive industry-wide training projects in response to massive dis-
location in some of our key. industries.

A program to retrain workers from Southeastern Ohio's hard hit
coal region which includes sixteen counties is a program operated
by a consortium of community based organizations, private indus-
try councils, and the United Mine Workers Union.

For the building and construction trades, the problem of dislocat-
ed journeymen presented a unique challenge, since ordinarily dislo-
cated workeiS are considered to be unemployed industrial workers.

A state wide program was established operated by the building
and construction trades in Ohio, in fact their foundation, which re-
trains electricians, ironworkers, sheetmetal workers, cement
masons, operating engineers, bricklayers, carpenters and pipefit-
ters in high skill areas of their occupations.

For example, sheetmetal workers are being trained in heliarc
welding, cement masons in the use of new compounds, and electri-
cal-workers in automated systems with programmable controls.

The success of these programs is closely related to the growth of
our non-traditional job training programs for women. The program
operator, Prep, Inc., has significant experience in giving women the
sort of training that will help them enter apprenticeship programs
and succeed in-jobs traditionally held by male workers.

The program operated at three different sites has the full sup-
port and cooperation of the Ohio State Building and Construction
Trades Council as well as employers in the field.

As more journeymen obtain regular employment and more joint
labor management funds become available for new apprenticeship
slots, the non-traditional program helps to ensure that a fair pro-
portion of these new apprentices are women and minorities.

As Governor of Ohio, I would like to point out to you that the
initiatives put forth by this Administration under the flag of com-
petitiveness or worker adjustment are being tested and implement-
ed now and today in Ohio and in states like it.
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The third goal of the .policy, adopted yesterday is that the defini-
tion of dislocated workers should be broad enough to include all
workers negatively impacted by change. All dislocated workers,
farmers and others who are self-employed, Unemployment Insur-
ance recipients, as well as those who liave exhausted their benefits,
Potentially dislocated workers,, and the strudturally unemployed
should have equal access to service.

It is important that farmers be targeted in any worker adjust-
ment policy. Even in Ohio, we have a serious concern about disloca-
tion in our rural communities. And we are not talking about a de-
cline in farming, but really a transformation of the entire economic
and social system of rural America.

The fourth guiding principle in the worker adjustment policy is
that labor and management cooperation should be strengthened
and supported, since the most effective intervention takes place
early on and in a cooperative environment where information is
shared among labor, and management and government.

Early in my first term, I established the community economic as-
sistance team, a coordinated response to the threat of job loss,
which joins the resources of the Ohio Department of Development
and the Ohio Bureau of Employment Services.

In 1986, the Governor's Tripartite Advisory Labor/Management
Committee was established. These efforts have been effective be-
cause of just such a cooperative environment.

This is one reason why Ohio is willing to participate in the U.S./
Canada plant closing demonstration project, which is cosponsored
by the National Governors' Association and the Department of
Labor.

The basic premise of the Canadian industrial adjustment service
and Ohio's program is the same, job loss prevention and economic
adjustment. And I am encouraged that various models based on
this premise are being explored by Congress.

I would comment here, however,,that the $20,000 coming to Ohio
are a participant in the U.S./Canada program is relatively small
compared to the $2 million which we have invested in state re-
sources in our labor/management cooperation projects. This is an
area that bears substantial investment in the future.

The next premise or policy of the Governors is that programs to
help prevent job loss should not only be allowed but encouraged. It
is critical that any worker adjustment program foster a state and
federal partnership to prevent job loss.

Ohio's .xt.ensive network of community colleges has been called
upon to play a vital role in worker training to prevent dislocation.
Utilizing the Ohio industrial training program, those are state dol-
lars in our Department of Development, outstanding college and
business partnerships have been formed to work on prevention
strategies.

For example, Sinclair Community College in Dayton working
with the Dayton Tool and Machine Association, a trade group, de-
veloped a needs assessment that enabled the college to provide cus-
tomized training to the 145 tool and die companies in the Dayton
area helping them to remain competitive.

Marion 11chnical 0,11ege, North Central Ohio, established a
center for human resource development which has enabled them to
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provide Whirlpool Corporation employing over 10,000 Ohioans,
2,400 in the Marion area alone, with $2 million in training that
will help Whirlpool remain one of the few viable American produc-
ers in microwave oven appliances.

Finally, the federal government must assist states and businesses
by collecting and disseminating information on local labor market
trends and industrial growth and decline that will not only help
states anticipate and manage change, but that will provide the
data to target funds to more accurately reflect total dislocation.

As we grapple with ways to redesign a program to assist workers
to adjust into jobs, we cannot lose sight of how this process must
work with our Employment Service system and Unemployment
Compensation system.

Let me take a step back. I want to underscore that point about
data, because I went past it perhaps too quickly. Availability of
timely and accurate labor market statistics of the local labor mar-
kets is absolutely vital in any practical program of worker adjust-
ment, so that we design training that is relevant and target our
funds to high priority areas.

Let me turn for a moment to the need to work with our Employ-
ment Service system and the Unemployment Compensation
system. The Administration has proposed the devolution, or decen-
tralization of turnback, or whatever jargon you want to use, of the
authority for administering and financing of these systems.

The NGA will be analyzing with the involvement of all of the
states these proposals and the impacts that they might have on our
state employment policies and strategies. We do not have a NGA
policy at this point.

With regard to the Employment Service system, let me point to a
brief exchange that I had with Labor Secretary Brock at the open-
ing session of our NGA meeting on Sunday.

I took issue with his statement that the Employment Service is
not working well nationwide. Employers across Ohio as well as
across the country are working closely with Employment Service
staff to continually improve that service. In Ohio, we have made
major improvements with the help of-our employers.

I think that last year we placed some 100,000 workers on jobs
through the Employment Service. And many, many companies hire
exclusively through our Employment Service offices.

It would seem to me that the evaluation of the Employment
Service and the redirection of Employment Service dollars should
come from those employers themselves who pay through their
taxes to use these services rather than from someone in the De-
partment of Labor who is looking at it without that firsthand
input.

Speaking for Ohio, I would relish the opportunity to direct these
dollars so that they most effectively assist Ohio's job strategies. I
think that it is something that we need to examine closely.

Also the Governors are aware that there are varying proposals
around giving the states authority for the Unemployment Insur-
ance system. The discussion ranges from state control of dollars to
the equity among states. Again NGA will be looking into these pro-
posals.
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In my opinion, and here I want to be very clear that I am speak-
ing only for Ohio, only as Governor of the State of Ohio, the in-
creasing demands for adjustment strongly suggest that some tradi-
tional practices around the Unemployment Insurance system need
to be reassessed.

Most importantly, the system needs to be fair and` equitable. For
example, Ohio over the past ten years has received in UI adminis-
trative dollars only seventy cents for every dollar sent to Washing-
ton. We have exported about $20 million a year. At the same tine,
we are paying substantial,interest on the benefit funds that we had
to borrow so that we could meet our unemployment obligations
during the very high unemployment in 1981, 1982 and 1983. And at
the same time, the Department of Labor recently ruled that our
employers must pay an increase in taxes of $75 million.

Before I case, I would like to comment on the demise of the WIN
program, a program that has worked in Ohio, and in my judgment
has worked elsewhere. Last year, the Ohio WIN program placed
22,000 welfare recipients in jobs reducing state ADC payments by
$49.5 million, and reducing food stamp and medical costs by some
$65 million. The total program cost for WIN was $14.3 million.
Each dollar spent generated $8 in federal and state cost savings.

But numbers tell only part of the story. The human dimension is
the most compelling factor for all of us public officials. And if you
were to talk to those people who now work and are supporting
their families, you will hear their enthusiastic support for the con-
tinuation of this program.

Competitiveness in the final analysis is a function of people, and
we must invest in our people as individuals in education, in train-
ing, in appropriate services, so we as a nation and as a people will
not only survive but flourish economically.

Only through a well-trained and well educated work force can
Ohioans and all Americans compete in the global marketplace.
And today that education is not measured from kindergarten
through twelfth grade or four years of college. Often that education
has to start before kindergarten. And that education and that
training will continue throughout the lifetime of work.

I thank you Mr. Chairman and members of the committee for al-
lowing me to share this testimony with you.

[Prepared statemetlt of Governor Richard Celeste follows:]
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PREPARED STATEMENT OF HON. RICHARD CELESTE, GOVERNOR OF OHIO

lhank you, Mr. Chairman, for the opportunity to appear before you today

to discuss the role of the states in economic competitiveness. I am

testifying on behalf of the National Governors' Association where I serve as

the Chairman of the Subconaittee on Employment and Training. NGA, under the

chairmanship of Governor Bill Clinton of Arkansas, has been devoting a great

deal of time to this very topic. Ito title of our winter meeting that ended

yesterday was "%king America Work: Productive Teeple, Productive Policies."

'Governor Clinton's agenda includes the work of five independent Task Forces

that are preparing strategic plans and Luidelines for state action in the

areas of: Adult Literacy, School Dropouts, leer ge Pregnancy, Alcohol and

Drug Abuse, and Jobs, Growth and Eeonceic Competitiientss. A final report of

these Task Forces will be available for the Governors in July. The report

will focus on state responses to these problems in an effort to assist

Governors with their duties. In addition to the Task Forces, NGA has also

undertaken a major effort on welfare reform. The policy statement adopted by

the Governors yesterday, includes a major jobs component as a way to promote

self-sufficiency for welfare recipients.
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Through study of these various problems, the Governors have become

acutely aware of the inter - relatedness of all these issues. Time and time

again, the solutions appear to be linked to this country's ability to create

meaningful employment opportunities for those who cant and need jobs.

In terms of a long-term strategy the Governors have examined areas

where states can make a major contribution. The most important area is

education. The states have been leaders in education reform and will continue

this commitment. We must recognize that an important goal of education is to

teach students basic skills which should ease their transition from one job to

another. A second area of state responsibility is job training. We must

train a more flexible workforce that can adapt to new working environments. A

third area is labor-management cooperation. One important variable in the

productivity of individual plants la different locations is the relationship

between labor and management. States can be facilitators in creating new and

different structures between labor and management. A fourth area for active

state participation is technology dissemination. State universities are a

wealth of experimentation and technological advancement. State government

can play An important role in getting the university research into the hands

of businesses that can use it.

States will need the assistance of their federal partners in many of

these areas. The federal government must at least maintain its level of

financial commitment if states are expected to provide positive results.

Also, states need flexibility to tailor programs to individual states.

2
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Let me share with you a special Ohio experience is the area of

technology dissemination. Early in my tenure, Ohio established our Thomas

Edison Program. The Edison Program brings together our best scientific minds

and our most farsighted corporations to take the lead in polymers, robotics,

advanced technology, welding and biotechnology. New partnerships have been

established between Ohio's universities and businesses, between inventors and

those who can give business advice, between the public and private sectors, to

foster new product and process innovations and get them to market quickly and

cost-effectively.

While a great deal of our work at NGA has centered around long-term

investment strategies that will help facilitate a competitive and growing

economy, the Governors also focused on the need to anticipate and manage

changes in the economy particularly in the area of human resources.

The national economy and the American worker now operate in an

environment where change is the norm. Some 10.8 million workers have

permanently lost their jobs in the last five years. In 1975 -82, 240 counties

-- 201 of which were in non-metro areas -- lost 10 percent of their

manufacturing jobs to foreign competition. those statistics do not appear to

have improved since 1982. Those entering the workforce today can expect to

change occupations four to six times during their productive years. Possibly,

more important is the realization that by 1990, three of four jobs will

require SOW kind of post - secondary training. While these statistics may be

surprising to us, they are reality for displaced workers.

3
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It is time for this country to assess our progress and face up to the

consequences that have come with change. I certainly do not advocate that we

try to stop change. In fact, I believe that change and growth and progress

will lead us into a bright and prosperous 21st century.

The United States is now in a global economic struggle and the

competition is fierce. Signs of the new challenges to American ingenuity and

productivity are all around us. Technology is advancing at such a rate thzt

ue literally face the problems of obsolescence on a daily basis.

The discussion of economic competitiveness weeping the country today

finds moth political parties struggling to tackle this important issue.

Either party looking for leadership in this area should first turn to state

governments.

Central to the important issue of competitiveness is the need to

develop in this country the capacity to respond rapidly to the continually

changing world market place is the human dimension. Literally millions of

American workers are experiencing dramatic changes in their lives as a result

of these international challenges; changes that are disorienting, profound and

often unanticipated.

As Governors, we are faced with the consequences of change as high

unemployment rates continue, even though the recession has passed. We live

with it every time a plant closing is announced. We understand its

4
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implications when dwindling state revenues do not allow us to make needed

reforms in education, social program, and other areas of state interest. It

is for these reasons, the Governors took a serious approach to development of

the worker adjustment policy.

The Governors believe that the following principles should guide the

development of a national worker adjustment strategy.

o Governors should have discretionary authority to develop programs

to meet the needs of their states.

o 'Ihe definitioa of dislocated worker should be broad enough to

include dislocated workers, fanners, unemployed insurance

recipients and exhautees, potentially dislocated workers and other

structurally unemployed individuals.

o Strong labor management cooperation should be supported, since

early intervention strategies operate most effectively in a

cooperative environment where information is shared among labor

management and government.

o Services available should include: educational services, training

alternatives, job search assistance, support services, and income

assistance.
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o No presumptive delivery system should be mandated.

o Programs to help prevent job loss should be allowed.

o Funds should be targeted to more accurately reflect dislocation.

For several years now, state governments have served as breeding

grounds for innovations on the issue of competitiveness. Fifty state

governments have become laboratories for developing new umys to compete

globally. Governors should have the same fle..ibility in developing effective

wur!,..-. adjustment policies. Dislocation occurs for various reasons in

difE...ent areas. Governors must have the authority to design programs that

meet the needs of the citizens at their states. This issue of Governors'

discretion is particularly critical to farm state Governors who experience

dislocations that have nothing to do with industrial plant closings.

In my experience, the section of the worker adjustment policy that

encourages early intervention, a cooperative enviroraent, and a sharing of

information among labor, management, and government is absolutely correct.

Early in my first term, I established the Community Economic Assistance

Team, a coordinated response to the threat of job loss which joins the

resources of the Ohio Department of Development and the Ohio Bureau of

Employment Services. Our Community Economic Assistance Team has been most

effective because it is constructed on these principles.

6
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this is one reason why Ohio is pleased to participate in the US/Canada

Plant Closing Demonstration Project, cosponsored by NGA and the Department of

Labor. lie basis premise of the Canadian Industrial Adjustment Service and

Ohio's program is the same: job loss prevention and economic adjustment. And

I am encouraged that various models based on this premise are being explored

by Congress.

As we discuss the issue of worker adjustment, we cannot help but engage

in examination of the unemployment compensation system and the employment

services system. lie Administration has proposed the decentralization of

authority for administering and financing these systems.

Clearly, Governors and states should have a more direct and active role

in both these policies. NGA will be analyzing, with active involvement of the

Governors' offices, these proposals and their impact on the effectiveness and

viability of the provision of these important services.

However, we must ensure that the basic philosophy of a public labor

exchange system nationwide, allowing equal access for employers as well as

employees, is maintained.

Also, the Governors are aware that there are varying proposals around

unemployment insurance decentralization and that Governors and states are not

in agreement. Ihe discussion ranges from state control of dollars to the

equity among states.

2 b 4
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I want to thank you, Mr. Chairman, for allowing me to speak with you

and the members of your committee. As Governors, we need and value an

effective state and federal partnership. We need to continue to work together

to "help America work."

I would be happy to answer any questions, Mr. Chairman, that you or the

members of your committee may have.

8
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Chairman HAWKINS. Thank you, Governor, for your very excel-
lent presentation. Some of your remarks obviously sharpen the
focus on the issues before this committee. Could you further clarify
some of the points which you made? Are they typical of all states?
Certainly there are some who are in very sharp disagreement with
some of your proposals. For example, ybu indicated on page 7 that
the Employment Service is working well in Ohio.

Is this the exception? Or is the Secretary of Labor correct when
he advocates that this service be phased out?

Governor CELESTE. Mr. Chairman, the reason I asked Secretary
Breit the question is because I wanted to get a clearer idea of
what they had in mind in terms of the phaseouts.

From an Ohio perspective, again it needs repeating, from an
Ohio perspective, in my opinion, I would propose a phase out of our
labor exchange system. And I point out that one of the challenges
in competitiveness is to look at mobility well beyond the local
market place.

To give you an example, our employment services embarking on
a cooperative effort with five other states, the five Great Lake
states, on a shared system for moving resumes of individuals
among all six states. I can't conceive how that would be possible
without the base of a national labor exchange system which has
been provided by the employment service.

As to quality, I think that judgment comes best from the employ-
ers who are using it. And I would submit that in Ohio, the vast
majority of employers would say today they received quality serv-
ice. And many of them really look exclusively for references for
new hires to the employment service.

Chairman HAWKINS. I understand that the INGA is conducting
urther studies on this. Therefore you are pragmatically not stating
what further action should be taken as to change to the system
until those studies are completed.

Governor CELESTE. I would also encourage the Congress to let the
governors have a chance to study end issue and arrive at an in-
formed judgment. We certainly ;intend to move forward as expedi-
tiously as we can on that matter, Mr. Chairman.

Chairman HAWKINS. You also indicated that WIN has been oper-
ating successfully in Ohio. Does this mean that you would retain
the program? Or would be in favor of additional evaluation of the
WIN program at this time? Or would you rather see what's hap-
pening in the various states?

Governor CELESTE. Mr. Chairman, I would certainly, from Ohio's
standpoint, I would very much like io see the WIN program contin-
ued and have indicated that to a large congressional delegation.

In many respects, we have also as governors advocated a compre-
hensive --elfare reform proposal and many aspects of that proposal
in terms of support of education and training, child care, extended
health benefits as the person moves to the private sector learn
from those successful experiences with WIN. So I think that there
is a feeling that if we do it right, we can help people make the
transition from welfare to work. And certainly in Ohio, that has
been the case with WIN.

Chairman HAWKINS. One further clarification on the definition
of the dislocation of workers. You have indicated various groups

2
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that should be included in that definition. If I understand Secre-
te Brock, he would include much more than you.

His definition includes the self-employed, moving in the direction
of including more small businessmen. In practical terms any
person unemployed for whatever reason could be included under
the administration's proposal. Does this meet with your approval?
We have received so many definitions. Trying to broaden the defi-
nition with the amount of money that is going to be available could
spread our efforts too thin. At the same time we're developing the
so-called welfare reform which takes us in a completely different
direction.

Would you say that the employer, regardless of size and employ-
ees who lose their jobs because of economic change be included'?

Governor CELESTE. Mr. Chairman, this is a very difficult place to
draw a line. I respect the challenge that confronts the committee.
The governor's policy said that it should be broad enough to in-
clude all workers negatively impacted by change.

I think we certainly had in mind, for example, farm families con-
fronted with change just as drastically as steelworkers in Youngs-
town, or machine tool workers in Cleveland or Toledo.

The problem I think with small businesses may be that a
number of those small businesses will depend on a large plant,
large enterprise in a community that has been impacted by im-
ports, by changing technology in the global marketplace. And I
guess we would look to the wisdom of the committee for trying to
determine where that boundary should be drawn.

But our encouragement would be to take a reasonably broad
view of that so that we can provide for flexibility in the hands of
those state agencies that make the program operate.

Chairman HAwims. One fmal question. You referred to the Ca-
nadian system. I understand that you have a pilot program. Sever-
al of us were in Canada last week and looked at that system. They
have very strong labor management committees. I am somewhat
reluctant to say that labor management committees in this country
have operated as well.

If we could develop very strong labor management cooperation it
seems to me that it would assist with problems connected with no-
tification, condition of the plant, health care ideas and so forth.

Are you optimistic that the Canadian model will develop in this
country?

Governor CELESTE. Mr. Chairman, I think we have no choice in
the matter. And I know in the State of Ohio, we have a very strong
tradition of organized labor, and we have some very outspoken
leaders in management, a number of Fortune 500 companies. I
think in the past they may have been very quick to do battle with
each other. And while there is still plenty of room for disagreement
across the bargaining table, I think there has been a dramatic in-
creased recognition of the need to identify areas where cooperation
is in fact possible, not by ignoring tough problems, but by trying to
recognize where there is a tough problem, both can deal with, and I
can cite some examples.

In several communities in the area of health care cost contain-
ment, both labor representatives and management representatives
realize that they were paying a tremendous price for not getting
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health care costs under control. And by focusing on that program,
they began a dialogue which is helping now to address a broader
range of issues.

We have had some very significant plants specific experiences
where the quality of labor management cooperation is such that
major new investments have been.made to keep plants competitive.
This was lacking in the steel industry 20 years ago. But today
there is an LTV electric galvanizing plant in Cleveland, Ohio,
which is operating competitively with the finest technology in the
world under a union agreement that was negotiated between Steel-
workers and LTV management which is as different from the past
as to anything I could point to.

There are virtually only three or four job classifications in the
plant, a minimum constraint in terms of work rules and there are
no time clocks in that plant. Everybody is paid a base salary and
they go fromthere.

The question is how to build from that plant specific experience
to something that can be shared on a community and regionalized
basis. We as a state think there is enough of an opportunity that
we are investing $2 million of state revenue in an effort to build
centers of labor managing cooperation to develop those skills and
to share them both with workers at a shop floor level and with
managers, particularly in the mid level.

Chairman HAWKINS. Thank you.
Mr. Got.dling.
Mr. GOODLING. Thank you, Mr. Chairman.
Governor, I was pleased to see that the beginning of the most im-

portant area in this long range strategy is education. I was also
very pleased when you said to start before kindergarten, a push for
the Head Start Program, which works with children at that age. I
would like to ask a couple questions.

You mentioned the importance of technology dissemination.
There is so much criticism we hear from time to time about voca-
tional education programs, whether they are considered post-sec-
ondary or secondary I was surprised when recently speaking to
parts managers from Chrysler representing a couple states, that
they apparently put most of their emphasis on their own training,
which means some of this is duplicating what being done in Voca-
tional Education, and doing much better because they had expen-
sive equipment for the training.

In Ohio, are you doing anything to try to pull management and
the vocational education programs together so that every company
who doesn't have to set up of their own training program can co-
ordinate with Vocational Education, and therefore at the same
time help the vocational education schools with the high tech
equipment and things that they need?

Governor CELESTE. Yes, we are. I think that the challenge is par-
ticularly at the secondary level. Vocational education programs
that at least one point in history tended to be a substitute or
tended to get young people off the track of mastering the basics
that they needed as well, and we have learned from experience
that even though a person may get first time job coming out of the
vocational school, they need the basic skills to be flexible as that
job changes down the line.
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So we are trying to make a dual investment in our vocational
system, and one is to strengthen the requirements around basics,
around reading and math skills and vocation skills. And secondly,
to more actively involve the business community design the voca-
tional program and the use of equipment, not always at the school.
What we are trying to do is get more access to the plants them-
selves and the companies themselves, because you can't afford to
duplicate a lot of the new technology that's being incorporated very
rapidly on a shop floor or in a new plant site.

In addition what we have done, and I can give you a specific ex-
ample. We developed a program for training the service managers
for General Motors on the new electronic automobiles that are
being built. I mean it's totally different than taking a car in for
service five of six years ago. This program we started in Owens
Technical College outside of Toledo.

As the need to train more
Mr. GOODLING. Excuse me. What part of Ford, did you say Ford?
Governor CELESTE. No, this is GM.
Mr. GOODLING. GM. What part did they play in it?
Governor CELESTE. They helped to design this, they made a finan-

cial investment in it and the state makes a financial investment,
shared cost.

We recently have entered into an agreement to duplicate this
program at the Cuyahoga Community College in Cleveland where
there are also major General Motors plants. What we are trying to
do is bring service folks in for this training at the same time that
they can actually spend time with automobiles as they are being
built and see them being, built from pre-assembly through assem-
bly, understand it, then get the training in the technical college in
a program, it's not designed by academicians, but it is designed by
GM folks in cooperation with people in the colleges. And I think
that kind of partnership is going to be absolutely essential to
create real jobs, to train people for real jobs in the future.

Mr. GOODLING. One other question.
You said the following principles should guide the national work-

ers adjustment strategy. One of them you listed there is to open up
the local delivery system should be mandated. I am not quite sure
what you mean.

Do we have a problem here, first of all, we have an immediate
problem, and then we, if I am following your suggestion here, that
down time where we would set up this delivery system to meet this
problem? Is there a problem?

Governor CELESTE. I think that
Mr. GOODLING. Indeed, a problem versus a down time is set up

for whatever individual program you would need?
Governor CELESTE. Each time you mandate a new type of deliv-

ery system, there is a time to get going, and some of us would like
to be able to use existing vehicles, modified or redesigned to actual-
ly deliver the training services or other support services.

We find if you look at the experience of JTPA, many of us who
are now four years into this, the first two, two and a half years of
getting a system in place, getting it fixed together, learning where
we wanted to make adjustments and focus on our problems of at
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risk teams, problems of disabled workers, that this took a period of
time.

I guess what I would feel is that if we come up with a new
worker adjustment policy, give us a chance if we can to plug it into
some of the existing delivery systems which may be different from
state to state in the way we have gone on.

Mr. GOODLING. Well, that makes sense. I thought that's probably
what you were referring to, but on the other hand I thought if ev-
eryone designed their own new system, we would have a long down

Governor CELESTE. That is exactly true.
Mr. GOODLING. This way they see if the existing system can be

modified.
Governor CELESTE. Absolutely.
Mr. GOODLING. Thank you again.
Chairman HAWKINS. Mr. Kildee.
Mr. KILDEE. Thank you, Mr. Chairman.
Governor, I have enormous respect for you as have for my own

governor, and I am wrestling with this questions
The government's focus is on the economy, while we are working

on the trade question trying to minimize the effects of unfair trade.
Yet almost every governor, including my own governor in Michi-
gan, is possibly being tempted by such things 'As tax incentives, for-
eign trade zones; lobbying foreign companies for foreign parts
coming into that state.

Foreign trade zone, fo" example, you bring a part in, or parts in
that would ordinarily be taxed higher at a low tariff, and then
there would be part of the total unit taxed at the lowest rate. It's a
tempting thing and I admit that I have Len involved in these
myself.

Do you have any ideas over this phenomenon where governors
are constantly tempted to bring parts and companies to their
states, foreign parts and companies, competing very often with
companies that are in this country?

Governor CELESTE. I think we face a real dilemma. As chief ex-
ecutives of our states, we don't like to miss any opportunity to en-
courage an investment for people who work in our communities,
but I think we need to be guided by sound long-time principles.

I had a conversation with the leader of the team that was look-
ing to locate Toyota manufacturing, and we had gone through a
day-long presentation of all the reasons why they should be in
Ohio, and since then they have chosen and so happens they
chose another state. And at the end of our discussion, he comment-
ed, governor, you have not said to me what every other governor
has said to me. And I said, what was that. He said, other governors
said you tell us what you want and we will do it. And I said, as a
distinguished leader, I have to tell you I cannot make you that
kind of an offer. I can tell you what I think we can afford and what
is right for Ohio. I can tell you that over the long-term you will be
able to produce in healthy, viable communities and there will be a
good education system for your people. But I cannot just give you
anything.

The other side of that coin is we have made a point in the last
two years of sitting down with all of the Ohio-based companies and
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saying to them we want to make sure you understand what we
have offered Honda that is coming in, or Mitsubishi that is coming
into Ohio, because everything we offer them, we offer you as well.
And I think as a ground rule, we ought to say a foreign investor
should not receive something as an incentive to cume to one of our
states that we are not prepared to offer a person already doing
business. And that is what we have done in General Motors, for ex-
ample, in Ohio. Their investment of over a billion dollars last year
really was in many respect mounted on some of the things that
were done with Honda.

Mr. KILDEE. I was talking to Bruce Smoot, the Under Secretary of
Commerce, the other day. They are wrestling with a foreign trade
zone in Tennessee right now, wrestling with one initiative, really
trying to fix a national policy for the national economy into the
needs of various states.

I ask if you are aware of this? It is a focus both on the state and
the national level and very often parts come into the picture, and
compete with the American based, American domestic parts com-
panies, and we have a difficult time with so many parts coming in.

Governor CELESTE. I think they are beginning to understand
that, and we need to make that message very clear that unless
there is some equity in the flow of commerce both ways, we can't
survive as a marketplace and enjoyand politically we won't
accept it. And I think that the Congress has been sending an im-
portant message in that.

Mr. KILDEE. The most obvious and what is clear right now, and
will be clear tomorrow, hopefully, that some concession involved in
0::11,aining the parts.

Thank you very much.
Chairman HAWKINS. Mr. Williams.
Mr. WILLIAMS. Thank you, Mr. Chairman.
Governor, I am particularly intrigued by the shape of the part-

nership committee which has involved scientists, corporate heads
and universities. Particularly I am interested in our research part-
ners in the departments of your universities. You called it the
Thomas Edison kind of program.

Can you tell us more about it? We are trying to, as you know,
put a higher education component in the trade end of this bill.
There are several universities working on just this type of data. We
would appreciate it if you would share some information about the
success of your program with us.

Governor CELESTE. Mr. Chairman, Mr. Williams, we made a deci-
sion in 1983 at the. time when we were suffering a severe budget
problem and had to raise taxes and cut spending to appropriate $32
million for a program that we had not done before, and not put
into the universities directly. We put it into the Department of De-
velopment, or economic development part under a separate board;
people who were outstanding and objective citizens.

The goal of this money was to be used to encourage the move-
ment of basic research out of laboratories, out of the universities
into the marketplace. We were just in India recently on a trade
how do you commercialize basic science.

The program as it grew has three components. The first is tech-
nology application centers. In this case what we did was to invite
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proposals from universities and from consortia that would build on
an existing basic experiment in research, but aim at the applica-
tion of that research to new product or a new manufacturing proc-
ess thatwould be competitive.

Early centers chosen included a polymer center in Representa-
tive Sawyer's area. It includes both the University of Akron and
Case Western Reserve University. It won't be a marketable situa-
tion until you get two universities who have competed probably for
30 years with independent polymer research programs to come to-
gether in a $3.5 million investment by the' state and a $20 million
investmentGboyolzivate sector partners that included companies like
Goodyear, Goodrich, Standard Oil, Eaton, TRW and others.

Each of these. centers has an independent board with a center in
advance manufacturing in Cleveland, and a center in welding sci-
ences in Columbus, biotechnology center based in Athens, work has
been done in Ohio University which includes Ohio State and Case
Western, robotics in Cincinnati. We are adding centers in Dayton
and Toledo.

Not all the proposals are funded by a long shot, and we look for
those that have commitment to excellence, have a real commit-
ment of private sector resources and build on that.

The second piece of the Edison program is seed money for this.
New activities for research to be put into market place. We have 60
companies now and investment anywhere from $50,000 to
$150,000. It includes a company that is starting production now in
ink, a no smear ink for newspapers, you would be happy to know.
It's been tested on a number of papers, and we chink it will be com-
mercially applied and you will be able to read the Washington Post
or the New York Times or whatever and not get ink on your hands
in the future. But there are a variety of new enterprises like this.

As an outgrowth of research, often faculty persons, without a lot
of business experience, getting together with someone with busi-
ness experience and needing seed money to go forward.

The third is our incubators which provide a setting for new en-
terprises where they don't have to make the accounting services or
legal services or secretarial services, where they can be under the
same roof and working side by side with other state of the art en-
terprises focused on the business product and the success of their

ibusiness and with some real help in the systems on the nonproduct
side of the enterprise.

We are very encouraged by four years of experience now with
the program and I have some information that I would be happy to
share with you.

Mr. WILLIAMS. Are the centers connected to your university?
Governor CELESTE. The centers are related organically to the uni-

versities, but not necessarily physically a part of the university. It
depends on the circumstances. Each one of them has at least one
university bond.

But let me say that there is a companion program to this which
was focused on excellence in higher education that we have done
through our board of regents. And this is theit is strengthening
what we do in the basic research itself. And that program has an
investment in eminent scholars. We challenge the university by
edifying the department where they have already national quality.
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And we say we will put up a half a million dollars. You raise a
half a million dollars. We will endow a chair for an eminent schol-
ar in this area so that we can strengthen what we do. And it hap-
pens that we endowed a chair in polymers at the university in
Akron. We have endowed a chair in molecular biology in Ohio Uni-
vers;ty in Athens. It is kind of a companion within the university
to what has happened in the Edison Center, but it is not essential.

At Ohio State we have provided for many a scholar in a relation-
ship of reciprocity in an advanced area of chemistry where we were
able to recruit a top person from Bell Labs in New Jersey that
builds the program at Ohio State.

We have put a lot of money into research excellence and pro-
gram excellence in the universities aboutprobably about $15 mil-
lion or $16 million a year. It is available for proposals they make to
the board of regents in areas where they may want to strengthen
themselves. But two things that are operating parallel in thelatest

Mr. WILLIAMS. Is the primary purpose of the technology centers
to develop research and then communication of that research
among the entrepreneurs?

Governor CELESTE. The primary purpose of the technology cen-
ters is the application of research either existing work that ought
to be taken out into the work place, or for example, if a company
has a particular productlet's say I have been asked to submit a
bid to General Motors for a new part that is a polymer. The part
has got to work at a temperature that we have not had the materi-
al functions for. So, we need to tackle this particular problem,
which is really a commercial application. The center is intended to
do that kind of work with a clear commercial, clear product, clear
manufacturing process payoff.

And we invite the participation. For example, in our welding
center we have people at the University in Oregon who are invest-
ed and partners in the welding centers in Columbus, Ohio. We just
had the international welding center in Great Britain. There is an
effort to focus that particular area of competence and invited the
private sector.

Mr. WILLIAMS. There are, Mr. Chairman, a number of these tech-
nology centers around the country. Some are different than the
ones the govern )r is describing. But they are all a mechanism by
which we could encourage and improve American competitiveness,
particularly in product areas where we have to compete with our
friends overseas.

I am going to ask that we bring that up again. I appreciate it.
Thank you, Governor.

Governor CELESTE. If I may, Mr. Chairman and Mr. Williams.
As I travel with trade commissions from Ohio, I have found that

the place where I get most of the questions from the Japanese en-
trepreneurs and Korean entrepreneurs, Indian entrepreneurs and
German entrepreneurs is the Edison Program, and how can they
participate. They perceive it as very important.

We met with Dr. Block of the National Science Foundation
during the National Governors' Association meeting. And one of
my suggestions to him was thatwe worked very hard not to du-
plicate efforts but try to find ways to link the investments which,
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for example, the National Science Foundation members would
make with what states are doing in Ohio and Pennsylvania, and a
number of states in this area.

But also that we create an incentive for shared application and
regional effort. I really think that one of the ways which we can
become more competitive is to discourage the competition which is
state by state, and that is very, very unproductive, and rather en-
courage shared efforts that allow us to be more competitivere-
search and development and application as we are trying to do it in
a jobtraining job placement.

Chairman HAWKINS. Mr. Owens.
Mr. OWENS. Mr. Governor, we live in what we call the informa-

tion age where everybody accepts or seems to ignorethe process-
ing of information. I was wondering if you can comment more spe-
cifically on the role of information bases in company libraries,
public libraries and private information industry groups in this
process.

In your sentence is there some other component in which a small
or medium size business person given access toon-line data bases.
If an entrepreneur wants to have a translation of a Japanese spec-
ulative paper and move that throughcan you get it done?

Governor CELESTE. Mr. Chairman, Mr. Owens, we have a pro-
gram called tyingin fact, it maybe in one of the brochures of
Edison amplifying itwhich is an effort to provide immediate
access to a data base particularly for the small and medium sized
entrepreneur who does not have the same research facilities that
NEA has or that TRW has or that NCR has or other major corpo-
rations.

We have evenI think we were the first state to plug that infor-
mation network into the air force and then research development
programs that are based at Adamson and work with them so that
entrepreneurs know how and know what they might be bidding on,
what they might be involved in productively, and work that could
be used by the others.

It is a tremendously challenging process to try to help people to
know what is going on and take advantage of that information in a
timely way. And we are wrestling with that.

Chairman HAWKINS. Mr. Sawyer.
Mr. SAWYER. Thank you, Mr. Chairman. A very brief comment

about- -
You mentioned the importance of coordination of governments of

states and localitiesappreciate thatthe importance of discre-
tionary authority and latitude and flexibility to meet the individ-
ual needs of the individual states with the broader national policy
rules.

I am particularly interested in your thoughts about the basic de-
livery system andthat werethat those delivery mechanisms
vary so widely among jurisdictions, for example, for 66 school dis-
trictscertainly a larger numbermaking possible greater sensi-
tivity to local needs perhaps--

As we try to build a competitive national policy with regard to
the importance of education, how can we respond to your state's
needs for that kind of discretion and flexibility while we try to
build a broader policy?
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Governor CELESTE. Mr. Chairman, Mr. Sawyer, it seems to me
that one of the ways in which the federal government can be par-
ticularly helpful is by,beingby helping us to understand what are
the outcomes, what are the results that we ought to be expecting
from any delivery system. The challenge, it seems to me, is to say,
this is the performance we expect and measure you against this
kind of a performance. And there may be four or five or six differ-
ent ways to achieve this outcome. But the outcome is what is im-
portant.

And I think there is a need because everyone is reluctant to say
what our standards are going to be. There is a need to begin at
least to articulate that certain standards are necessary. We tried
yesterday in a report on international education to suggest that
there needs to be a much greater attention give to things like geog-
raphy and languages, if we are to be locally competitive.

In some respects I think the more time spent on outcomes in
helping people to understand why those outcomes are important
would have a greater benefit than trying to design a system that
would workor say that you have to meet the followingand the
more your system is organized in order to qualify for this event or
the other. Then we spend all our time trying to get waivers. And
then it becomes both expensive and time consuming.

We will wrestle at the state and local level with whether it
makes sense to, have 615 school districts or whether something
more like Florida or even Hawaii.

Chairman HAWKINS Mr. Solarz.
Mr. SOLARZ. Thank you very much, Mr. Chairman.
Governor, I gather from your testimony that,the Governor's defi-

nition of the dislocated worker would include those who lost their
jobs and not necessarily as result of foreign competition, for in-
stance, from process of domestic change

Governor CELESTE. Major changes, that is right. Technological
change could be a factor that could not be directly

Mr. SOLARZ. What is the unemployment rate in Ohio?
Governor CELESTE. The unemployment rate last month was prob-

ably 8.3 percent.
Mr. SOLARZ. How many people?
Governor CELESTE. Four hundred fifty thousand people.
Mr. SOLARZ. Now, with the unemployment higher, how many

would you estimate, if it is possible to do so, have lost their jobs as
a result of foreign competition? What percentage of the total would
that be?

Governor CELESTE. It is very difficult for me to give you a care-
fully documented answer to that. But I would hazard a guess that
at least a third of them.

Mr. SOLARZ. A third. And of the other two-thirds, how many of
themby the government?

Governor CELESTE. Probably another third. I think we would be
talking about two-thirds of this 450,000.

Mr. SOLARZ. Now, how much have you spent in Ohio in an effort
to help dislocated workers find work? I have in mind in particular
those who have lost their jobs through foreign competition?

Governor CELESTE. Mr. Chairman, Mr. Solarz, we last year spent
about $5 million under title 3 of JTPA, about $5 million under
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TAA. So, that would be a total of $10 million. In addition, we prob-
ably invested on the order of $5 million in state industrial training
plans as well in circumstances where because we anticipated lay-
offs and the people had not been ,.given, notice of termination

Mr. SOLARZ. So, you were spending about $15 million. This
money was spent essentially on training people putting them in a
new position.

Do you know how many people actually participated in these
training programs and how many of them ended up getting new
jobs as a result of the, training?

And could you then give us a bottom line estimate of the cost per
new job found?

'Governor CELESTE Mr. Chairman, Mr. Solarz, what I would like
to do is not hazard a guess here. I think we can get some informa-
tion that goes directly to that question. How many do we reach
with these training programs? How many were placed in jobs and
at what cost?

Mr. SOLARZ. Well, I appreciate, that, Governor. I guess what I am
trying to get at is the cost effectiveness of the approaches that are
currently being,followed. I gather that you would provide addition-
al funding for these programs

Do you have any idea whether it is cost effective?
Governor CELESTE. I believe it is.
Mr. SOLARZ. What would be the criteria by which you determine

whether it is cost effective?
Governor CELESTE. The ability to get people back into a produc-

tive job within a reasonable period of time. And I think that=
Mr. SOLARZ. But that would also be related to the amount spent.

For example, if it turned out for every million dollars that was
spent you retrained one person, and it was costing you a million
dollars to equip somebody with another job, I-would venture to say
that is not cost effective.

Governor CELESTE. Absolutely not. That is why a reasonable
period of time and a reasonable cost are what we have to look at. I
would like to give you the figures because it will vary

Mr. SOLARZ. Well, what would you consider a reasonable cost?
Governor CELESTE I guess I would have to compare it to what is

the cost of unemployment compensation for these individuals, what
is the cost to us if they receive unemployment compensation,, and
just receive public .assistance of some kind of another, because
there is a cost to us in any event.

I am told that in our dislocated worker program, it costs us about
$3,500. per placement in trainingin our investment in training.
But I would like to look at these figures and give them to you be-
cause I think they vary.

Mr. SOLARZ. Let me say that I would personally appreciate it if
you could possibly submit to the committee fol he record some fur-
ther thinking on what you would; in fact, cc sider a reasonable
cost to be, taking into account various factors.

My impression is that one of the original and primary justifica-
tions for electing to help workers, who lose their jobs through for-
eign competition to acquire skills that will enable them to obtain
new employment is that this gives the workers a sort of a psycho-
logical push. They know that if they lose their jobs to foreign com-
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petition, it doesn't mean the end of their productive lives, that
there are wayi to get new employment.

It would be helpful not only in the human wayspeople who
have to workbut would also enable us to persist more effectively
to demand the protection of this,legislation of workers who really
feel that either they keep the particular job they have or they have
no job at all.

And to the extent that is the motivation for it, it would seem to
me that we ought to proceed very cautiously in expanding the defi-
nition of dislocated workers to include workers who lose their jobs
for reasons unrelated to foreign competition. That is not to say that
we ought to reward that group of people. Obviously, a person with-
out a job is a person without a job. It matters little whether they
lost their job because of foreign competition or domestic competi-
tion or whatever.

But insofar as the legislation before us is designed to deal explic-
itly with the problem of foreign competition, I should think that we
might be better off focusing and concentrating our resources and
training on that particular aspect of the problem rather thanby
making available resources for general use.

Governor CELESTE. Mr. Chairman, Mr. Solarz, I think that what
you findthe reality from the worker's standpoint today in the in-
dustrial community is that the line between what is result of for-
eign competition product coming in here and being sold or a new
technology that is adapted in order to be able to meet foreign com-
petition and maintain a position in the marketplace is a hard line
to draw. And at least the frame of mind I think in which the gover-
nors now look at the notion of a worker adjustment strategy is that
the more flexibility we havewe are going to have to decide on a
resource level. And we understand that. The more flexibility we
have in applying those resources, the better we will be able to meet
the needs of peon le who are dislocated and sometimes very clearly
by a foreign import that comes in and takes a piece of the market.
It can be other dimensions of foreign competitionthe reality of
foreign competition

Mr. SOLARZ. I would really like to have a broad definition of
what you mean by foreign competitiontake a variety of forms.
But if we are going to solve this problem of national competitive-
ness, and if training and retraining the workers to use their job
skills is a significant component of it, given limited resources, it
strikes me that we are better off concentrating those resources on
those that use their job for a particular purpose. Then we can see if
we can come up with programs for the others. Obviously, they need
help as well.

But I want to thank you for your testimony
Governor CELESTE. We will provide figures, Mr. Chairman.
Chairman HAWKINS. Governor, let me ask you to respondI un-

derstand that you do have a prior
Governor CELESTE. I need to leave in about 10 minutes, Mr.

Chairman, if that's agreeable.
Chairman HAWKINS. Mr. Gunderson.
Mr. GUNDERSON. Thank you, Mr. Chairman, and thank you, Gov-

ernor. I had a chance to review your statement, and I want to
assure you that there are those of us on this committee who feel
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very strongly that a displaced worker is a displaced worker is a dis-
placed worker, and we ought not focus, on the exact cause for their
displacement but, focus on their placement in the work force again.
I appreciate your comments in that regard.

We would like to ask you a question. On page 6 of your state-
ment you listed a number ofpage fivethere is a number of the
general goals. On page 6 at the top you say that local government
delivery should be mandated.

One of the elements of the Secretary's proposal is to in terms of
disbursement of fundsstatehave the governor in consultation
with a picked council of local elected officials jointly make a deci-
sion as to who ought to be the deliverer of services within a par-
ticular service delivery area.

Can you generally support that concept?
Governor CELESTE. Mr. Chairman and Mr. Gunderson, even that

in my judgment would be more of a constraint than I think is nec-
essary for the program to be successful for several reasons.

In the first place, in certain instances you are going to clearly
want to be in a multiple jurisdiction and to have one picked council
be part of the effort in trying to decide whohow the service is de-
livered does not make sense.

I pointed out that we have created several industry-wide training
programs in Ohio that operate because of dislocations within an in-
dustry. The coal industry, to take an example, involved 16 different
counties and probably three or four different private industry coun-
cils.

So, my view is to try and make it as broadly permissive as possi-
ble. The real clear statement of it is the outcome that is desiredis
what we desire as an outcome.

Mr. GUNDERSON. Can we expect from the Governors' Association
a direct statement either in support of or in response to the Secre-
tary's proposal?

Governor CELESTE. I think as we have an opportunity to examine
it, we might be able to give you more specific comments. These six
principles, however, were certainly intended to give some clear
sense of how the governors would like to see this done.

Mr. GUNDERSON. What about the six standards that you've in-
cluded in strong labor management cooperation that you support?
We all struggle with that whole issue. Certainly as consolidation of
business and industry occurs, I think we clearly have a problem we
have got to deal with.

Number one, should we mandate? Number two, if we do man-
date, how inclusive might we be in mandating the cooperation and
consultation, and et cetera. Ought we to focus only on businesses of
a certain size, or do we focus ,only on businesses that clearly are
multiple entities and are consolidated as opposed to those which
:re remaining closed for finanCial reasons?

Have the governors or you personally determined the direction
as to how far we might go on this whole issue?

Governor CELESTE. The governors have not taken a position on
the details of a plant closing or of a notification at this point.

I personally feel that there is a question in terms of the size of
the business enterprise. There is very substantial merit for both
sides by an early notification requirement, and that I would have
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to study in detail what other aspects. I know there are several pro-
posals that are being discussed now, and I have not had a chance to
really look at them.

We have been going through this with the recently announced
closings by General Motors, two of the eleven plants they proposed
to close in the State of Ohio. And so we have been working both
with the corporE.tion and with representatives of workers those
plants to try to determine how to deal with that notification and
what comes next.

Some companies have very well-established programs in this
area and a lot of experience. And what I see suggests that the more
a company takes seriously a notification requirement, the better off
both the company and, its workers are and the communities that
are affected. We have had experience with General Electric which
has a long-time commitment to early notification of its workers
and its communities, and we haVe seen considerable success around
that program.

Mr. GUNDERSON. Fine, thank you.
Thank yo.:, Mr. Chairman.
Chairman HAWKINS. Mr. Grandy?
Mr. GRANDY. Thank you, Mr. Chairman. Thank you, Governor,

for remaining.
I am sorry I am late, but we had an important Agriculture hear-

ing and the Secretary of Agriculture was here. I want to follow up
on something that I asked him.

You mentioned something in your statement about the need to
target funds-to reflect a dislocation. I am concerned about how you
target funds from dislocated farmers because I am sure you have
your complement of dislocated farmers. Where do they fall in the
labor statistics?

How in Ohio do you locate these people, one. And how do you get
them into retraining programs? I am basically looking for models
that we might be able to take back to Iowa because this is a prob-
lem of increasing magnitude, and I would be grateful for any in-
sight that you might have.

Governor CELESTE. One of the reasons, Mr. Chairman and Mr.
Grandy, for the recommendation by the governors is that we use a
broad definition of dislocated workers. There is clearly the need to
incorporate dislocated farmers.

In Ohio we have reached out to these families through the coop-
erative extension service. We have had, in effect, a crisis inteeven-
tion program that has been under way now for two and a half to
three years by counseling families where they are imminently in
danger of losing their farm, losing their ability to support them-
selves as they have frequently for several generations.

And I think that you are right. It is not a matter of thinking
they can go in and apply for unemployment compensation, there-
fore being identified in an office in that fashion.

How we design a program, retraining program, that reaches
these people who may be relatively dispersed is a challenge. But it
seems to me precisely the kind of challenge that we should be
having to meet in communities across rural Ohio and communities
across rural America.

3 0,9 )(0.



306

Chairmen HAWKINS. Recognizing the problems of rural America
means having to develop a formula or calculation that takes them
into account. Without that there would probably be a different dis-
bursement of funds that would include states that ordinarily per-
haps would not be eligible for dislocated worker funds.

Is there anything that the governors are doing perhaps to inves-
tigate that method?

Governor CELESTE. Mr. Chairmw4, Mr. Grandy, I understand that
NGA is working on the whole issue of trends and where the prob-
lem seems most acute, how we develop data. One of the other
points in my testimony as the need for federal assistance in labor
market information, and it seems,to me this is another aspect.

We right now do not get all of the local labor market data we
need to make good, timely and well-targeted decisions. So, NGA is
taking a look at it. I think it is also a matter of taking look at how
the federal labor statistics are put together and the degree to
Which, for example, they take into account what is happening in
rural communities.

Mr. GRANDY. Well, I would appreciate any finding that the NGA
has in this area.

Thank you, Mr. Chairman.
Chairman HAWKINS. Thank you again, Governor Celeste. We ex-

press our appreciation. You have been very generous and a great
help to the committee. We look forward to your next visit.

Governor CELESTE. Mr. Chairman, thank you. It is always a
pleasure to come before this distinguished committee and distin-
guished chairman.

Chairman HAWKINS. The committee is adjourned.
[Whereupon, at 12:00 p.m., the committee was adjourned.]
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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS ACT

WEDNESDAY, MARCH 4, 1987

HOUSE OF REPRESENTATIVES,
COMMITTEE ON EDUCATION AND LABOR,

Washington, DC
The committee met, pursuant to notice, at 10:07 a.m., in room

2175, Rayburn House Office Building, Hon. Augustus F. Hawkins
presiding.

Members present: Representatives Hawkins, Murphy, Kildee,
Williams, Owens, Sawyer, Wise, Penny, Richardson, Robinson,
Coleman, Petri, and Grandy.

Staff present: Eugene Sofer, budget analyst; Jeff Fox, minority
assistant counsel.

Chairman HAWKINS. The Committee on Education and Labor is
called to order. This morning I would like to welcome, you to the
fifth in the Education and Labor Committee's series of hearings on
how to enhance American competitiveness.

Unfortunately, one of our invited witnesses, Professor White, was
delayed in Boston and may not be able to appear at the hearing.
However, I would like to commend her testimony to the members
that are present and to those in the audience who may be interest-
ed in that particular subject.

[Prepared statement of Professor Merry White and an article
from U.S. News and World Report follow:]
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PRF ?ARED STATEMENT OF MERRY I. WHITE, HARVARD GRADUATE SCHOOL OF
EDUCATION

Many of us are dazzled by the results of Japanese

educational mobilization. It has been said that the

Japanese high school graduate is as yell educated as an

American college graduate. College entrance

examina%ion in Japan in science and math test high

school seniors at a level about equivalent to the

third year of specialized courses in an American

university. It is also impressive that there can be the

expectation 2n_ngt_facIgm..1122E_ that any worker can

understand statiatical material, work from complex

graphs and charts and perform sophisticated mathematical

operations. The consensua that education is important,

however simple it may sound, is the single moat

important contributor to the success of Japanese

schools. Across the population, among parents, at all

institutional and bureaucratic Ievels, and highest on

the list of national priorities, is the atrea on

excellence in education, and this ian't :lust rhetoric.

Before ye say that the Japanese kid ian't fair --

just as protectioniats any the Japanese auto industry

isn't fair -- we should look at the special factors in

Japanese culture and society which contribute to

educational success.

The vell-knorn high test acorea are only part of

the picture. While test acorea indicate that Japanese

children are tenting higher, especially in math and

science, than any children in the world, and while

British researchers have even claimed that Japanese

children on the average have 11 points over American

children on IQ teats, the real key lies behind the

enormous amount of material the Japanese child has

learned but in the social and psychological environment

and outcomes of Japanese education which are similarly

42
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impressive and in fact are primary contributors to

cognitive achievement.

Before I go into more detail concerning the

methods and outcomes of teaching in Japan, it would be

best to give you a few facts about schooling in Japan.

1. Education is compulsory for ages 6-15 or tArough

lover secondary school. Age is almost inevAtablr

correlated with grade level, by the way, because only

rarely is a child kept back" and almost never put

ahead". Hon compulsory high school attendance both

public and private is nearly universal, at 94%.

2. There is extensive non official education.

Increasing numbers of children attend preschools --

currently about 95% ;:f five -year olds are in

kindergarten or nursery school, 70% of four -year olds

and 10% of three-year oldie. Many older children attend

jukg, or after school classes, as well. These are

private classes in a great variety of subjects but most

usually provide enhancement and reinforcement of

subject material to be learned for high school or

college entrance examinations.

3. Competition for the most prestigious universities

313
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is very steep, but still nearly 40X of the college

age group manages to attend college or unversity.

4. Children attwind school 240 days a year compared

to 180 in the U&S. Many children spend Staldayn in

study or tutoring, and vacation classes are also

available. By the way children do not alwayn experience

this as oppressive, and younger children often ask

their parents to mend them to juku as a ay of being

4,:tth their friends after school.

5. Across the nation, primary and secondary

schools provide what we would call a CORE curriculum: a

reqtAred and comprehensive course of study progrensinn

along a logical path. This rich curriculum is offered

to all students across the country, in all schools. In

high school all students have Japanese, English, math,

science, and social studies every year, and all have

had courses in chemistry, biology. physics and earth

aciencse. Ail high school graduates have had calculus.

All of this adds up to the fact that a Japanese high

school graduate has the equivalent of an American

B.A. upon graduation.

6. Com;aters and other technology do not play

much of a role in schools. The calculator in used, but

314
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hasn't replaced mental calculations, or for some, the

abacus. There is said to be no national program to

develop high technology skills in children. One third

grade math teacher when asked why she didn't use the

school's computers with her students, said "class time

is too precious to use machines". We spend much more

money on science and technology in the schools while

the Japanese spend money on teacher training and

salaries.

I will briefly outline some of the considerations

we have to face when we propose "borrowing" from Japan.

There are clearly advantages in being a member of a

relatively homogeneous population focussed on

perpetuating its cultural identity, advantages in having

on occupational system where selection is based on

educational credentials; advantages in being part of a

system where there is a relatively egual distribution

of educptional opportunitien across the population and

across the country; where there is a core curriculum

available to all children; and where families especially

mothers, are devoted to enhancing the life chances of

children and working cooperatively with the educational

system. Finally, there are high standards for

performance in every sector, and a carefully graded

series of expectations for performance in the school

curriculum.

313
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Let's look at these factors more closely. Japan

has a relatively homogeneous population, a point

illustrated by Prime Minister Nakasone's public

statement about American education. In terms of race

and economic class there is seen to be little variety.

Minority groups, such as Koreans and the former

outcastes exist and do suffer discrimination, but all

children, especially in comparison with the United

States, have equal access to schooling. Income is more

evenly distributed in Japan than in America and most

people (96% in a recent prime minister's office poll)

consider themselves to be middle class. There are few

remaining regional differences that affect the

educational system, except perhaps local accents.

Second, educational financing and planning are

centralized. While American educational policy sees

the responsibility for schooling as a local matter,

Japanese planners can rely on a centralized source

of funding, curriculum guidance, and textbook selection.

National planners and policymakera can mobilize a

highly qualified teaching force and offer incentives

that make even the most remote areas attractive to good

teachers.

Third (but perhaps most important in the comparison

with the United States) teachers enjoy respect and high

status, job security, and good pay. More than in any
11-1 ^ -

316
..2...011



313

7

other country, teachers in Japan are highly qualified:

Their mastery of their fields is the major job

qualification, and all have at least a bachelors,'

degree in their speciality. Moreover, they have a high

degree of professional involvement as teachers: 74 X

are said to belong to some professional teachers

organization where they actively work on in which

teaching methods and curriculum.

Teachers are hired for life, at starting salaries

equivalent to starting salaries for college graduates

in the corporate world. It is an absolutely higher

wage than that of most starting American teachers. The

difference is especially striking when one considers

that over all professions, salaries are lower in Japan

than in the U.S. In fact, American teachers' salaries

are near the bottom of the scale of jobs requiring a

college degree. Relative statue and prestige correlate

with salary in both countries.

Japanese teachers see their work as permanent:

Teaching is not a waystation on a path to other careers.

Teachers work hard at improving their skills and

knowledge of their subject, and attend refresher

courses and upgrading programs provided by the Ministry

of Education. Classes are large: the average is about

40 students to one teacher. Teachers feel responsible

for their students' discipline, behavior, morality and

317
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for their general social adjustment as well as for their

zognitive development. They are on duty" after school

hours and during vacations, and supervise vacation play

and study. They visit their students' families at home,

and are available to parents who have quemtions and

anxieties about their children.

Fourth, there is strong institutional support for

education because the occupational system relies on

schools to select the right person for the right

organization. While specialized training is provided by

the company, the company relies on schools to train

basic skills at very high levels.

But the successes of Japanese education cannot be

explained by these factors alone.. There are other,

less tangible factors - that derive from cultural

conceptions of development and learning, the valued role

of maternal support, and psychological factors in

Japanese pedagogy, and which ,distinguish it from

American schooling. But these too, considered under our

own lights, can be instructive to American education.

The role of mothers is especially important. The

average Japanese mother feels her child has the

potential for success: Children are believed to be

born with no distinguishing abilities (or disabilities)

and can be mobilized to achieve and perform at high

levels. While American mothers explain children's

4
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failures as lack of ability and a child can say "I did

my best", Japanese mothers say their children's failures

are due to lack of effort. Effort and commitment are

required and, at least at the beginning, it is the

mother's job to engage the child.

The basic principle of child rearing is: Hever go

against the child. This is often a long-term process

that ultimately engages the child in the mother's goals,

and makes her goals the child's orn, thus producing an

authentic cooperation. The distinction between

external, social expectations and the child's own

personal goals become blurred from this point on. An

American might see this manipulation of the child

through what we would call "indulgence' as preventing

him from having a strong will of his own, but the

Japanese mother area long term benefits of

self-motivated cooperation and real commitment. From

the earliest years, learning is part of relationships',

and vice versa.

Engagement in learning begins very early in Japan.

There is. even an old tradition of training in the womb,

called taikyo. Mothers have a real curriculum for their

small children. There are counting gimes for very small

babies, songs to help children learn new words, devices

to focus the child's concentration. Parents buy an

average of two or three new books per month for their

319
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preschoolers, and there are about forty monthly activity

magazines for preschoolers, very highly subscribed. The

result is that most children can read and write the

phonetic syllabary and do simple computations before

they enter school.

The Japanese phenomenon of maternal involvement

recently surfaced in Riverdale, New York, where many

Japanese families live. School teachers and principals

there noted that each Japanese family was purchasing

two sets of textbooks. On inquiring, they found that

the second set was for the mother, who felt she could

better coach her child if she studied during the day to

keep up with his lessons. These teachers said that

Japanese children entering in September with no English

ability finished in June at the top of their classes in

every subject.

It is clear that the diLserences between families

in Japan and those in the U.S. would mean that for

"mother" in the Japanese case we should read "parent"

or in tact, wider socially provided support systems in

the U.S.

Among the mtereotypes of Japanese education in the

American media is the idea that the child experiences

heavy competition at school. We also commonly assume

that Japanese children do well because they work long

hours under great pressure to succeed, that their

320
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teachers and parents drill them incessantly and that

rote memorization is the primary didactic method.

Recent American newspaper and magazine acocunts say

that there ie no individualism, no creativity encouraged

in schools. And all of the effort, it is said, is in

service to the economic success cf the nation, not for

the development of the child. There are a few

realities behind these stereotypes: in high school, as

opposed to primary and early secondary schools, the

study plan does not permit of much deviation and

children are not streamed by ability. For the geniuses

there may indeed be a problem, for there is little

provision for tracking them to their best advantage.

The superbright may indeed be disadvantaged.

On the other hand, creativity and innovation are

encouraged, but their manifestations may be different

from those an American observer would expect.

Creativity to an American involves a necessary break

with traditional content and methods and implies the

creation of a new idea or artifact, or at the least,

independent invention. Whether creativity is in the

child, or in the teaching to be transmitted to the

child, and how it is to be measured, are questions no

one has satisfactorily answered. Why we emphasise it

is another question, and it is probably related to our

( .
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theories of progress and the importance we attach to

unique accomplishments, to the Henry Fords and Albert

Einsteina, to push society and knowledge forward. The

fact is, however, that our schools do if anything less

to encourage creativity than do the Japanese, especially

in the arts. In school, Japanese children are given

the tools, methods and practical acquaintance with the

media of artistic expression: all learn two

instruments, everyone can read music, all are trained

in the use of visual arts materials, and electives are

offered in other arts after regular school hours.

Originality is seen to come after proficiency. It is

true though, that if everyone must be a soloist or

composer to be considered creative, then most Japanese

are not encouraged to be creative. Japanese children

do test highest, by the way, in problem solving and

hypothesis formation, belying the stereotype that all

they know are facts, drilled into them and memorized.

The statistical lov.!. of pathological symptoms

and behavior among school age children (and their

mothers) is, contrasted to America, a very low one

indeed at least in comparison with American

deliquency patterns and other juvenile socio- and

psychcpathologies. The crimes reported among school

age children in Osaka in one year, for example, are

equal to those reported in one day in New York.

,n2
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But the Japanese public hears about such problems

much earlier than we hear about ours because the

Japanese are extremely sensitive to them, and consider

even very small numbers to be predictors and warning

signs. The currently well-publicized incidence of

liime or bullying (chiefly in middle schools) is said

to be the product of high pressure and conformity in

schools, and while statistically still low, is said to

predict a moral and intellectual decline.

In a resource-poor society, the development of

human resources is of vital importance and any strain in

the population being educated is seen to present risk.

Japanese parents are critical and watchful of their

schools and are not complacent about their children's

successes. There was a telling example of this lack of

complacency in a recent comparative study of American

and Japanese education. Mothers of elementary school

students in Minneapolis and Sendai, roughly comparable

cities, were asked to evaluate their children's school

experiences. The Minneapolis mothers consistently

answered that the schools were fine and that their

children were doing well, while the Sendai mothers were

very critical of their schools and worried that their

children were not performing up to their potential.

Heed I tell you whose children were, in objective tests,

doing better? The Sendai group, in fact, so much better
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that the poorest performer in the Japanese group was

well ahead of the best in the American group.

To return to the stereotype which is of great

interest to American educators: co the Japanese indeed

achieve through drill and rote memorization? Do

Japanese teachers emphasize discipline rather than

creative thinking?

The high scores Japanese children achieve in math

and science are not the product of a rigid authoritarian

classroom, but rather the result of a number of

surprising factors. One of these is the importance

role given to feelings in school learning. There ic a

strong relationship between the supportive and nurturant

atmosphere of learning and the high performance and

achievement outcomes in Japan.

What first strikes the Western observer walking

into a Japanese elementary school classroom is the

noise and activity level. An American teacher would be

horrified: children are all talking at once, leaping

and calling for the teacher's attention -- the

American's response is to wonder , who's in control of

this room? But if you could understand the content of

the lively chatter, you'd see that all the noise and

movement is focussed on the work itself -- children are

shouting out answers, suggesting methods, exclaiming in

..I.
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excitement over results -- not gossiping, teasing or

planning games for recess. The teacher is standing on

one side, correcting papers or consulting with

individual children. He or she is not concerned over

the noise, as long an it is the result of this

engagement, and in fact may measure his or her success

by such manifestations. By the say, it has been

estimated that American teachers spend about 60% of

class time in organizing, controlling, and disciplining

the class while Japanese teachers spend only 10Z.

The point I want to make here is that Japanese

teachers recognize the role of feelings in learning and

stress the emotional an well as the intellectual

aspects of study. To engage the child's commitment

and motivate his or her effort in the teacher's primary

task. This emphasis in most explicit in elementary and

middle schools but persists as a very strong subcurrent

later as a prerequisite for the self-discipline children

employ in high school.

Our educational rhetoric does invoke the whi:le

child, does seek "self- expression" and does promote

affective engagement in "discovery learning ". But

Japanese teaching style, at least in primary schools,

effectively employe a nurturant, engaging, challenging

and sensitive teaching style which surpasses most

Q0:-ot,c)".
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American attempts. In the cubing class, I was struck

by the spontaneity, excitment, and to American eyes,

"unruly" dedication of the children to the new idea, and

impressed with the teacher's ability to create this

positive mood. It could be a cultural difference: we

tend to separate cognition and affect, and then to

devise means of reintroducing, rather artificially,

"feeling" into learning. It is rather like the way

canned fruit juices are produced, first denatured by

the preserving process and then topped up with chemical

vitamins to replace what was lost.

It is not enough to claim that the Japanese have

been successful in training children to take exams at

the expense of a broader educations it is not at all

appropriate to say that culturally or socially they are

unable to develop children's individuality and to

create the geniuses who make scientific breakthroughs.

The first is untrue and the second remains to be shown

as false by the Japanese themselves who are now

mobilizing to produce scientists who do more than

improve and adapt. And there is no reason why they

won't be able to produce Nobel prizewinners. Their

advances of the past twenty years were based on AMERICAN

principles of productivity such as Quality Control, not

on samgrgi management skills and Zen austerities.
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Looking for Japanese secrets, or worse, protesting that

they are inhuman or unfair won't get us very far.

What rep Care about, it appears, is losing out to

Japanese industry, and our rush to Sind out their

"owlets" only slightly masks the fact that re see in

their schools what re rant to see. What re civep

prominence to as crucial in the success of Japanese

children are characteristics that are appropriate to a

conservative agenda, and re ignore the more interesting

and surprising facts behind the test scores. It is not

surprising that we attend only to discipline and order,

morality in the school, and basic skill training, and

imagine that these are transportable secrets of Japanese

educational success.

There are deeper cultural reasons as well ax

political one* for our choices: for example, re

associate academic success with externally exacted

discipline and assume the- position that a child' will

must be ubroken for him or her to succeed. We thus

see adults in confrontation with children, and for the

child to succeed in life, the adult must "win ".

We are likewise concerned with morality, and the

recent call to reintroduce prayers in the schools,

represents both a political position and a backlash

reaction to deculturalization of the school which began

two decades ago in a well-intentioned effort to give no
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bias in our schooling which might endanger the cultural

norms of any group in our pluralititic society. But our

ideas of discipline and morality, which We.think we see

enacted in a Japanese version of an American

conservative utopia, are far from the Japanese remllty,

and we vouild do well to consider both our goals and

theirs before attempting to borrow practises which will

only be frustratingly ineffective in our culture.

Our insistence that the Japanese must brovbect

their children, stuffing facts into their heads through

rote memorization and stifling their individual wills,

their creativity and their emotional development

through intensely focussed control says more about our

beliefs than it does about their realities.

The role of moral instruction in schools is a

subtle one, but a cross-cultural view of education in

being 'a good person' should clarify our expectations

and practises. Those who would re-establish prayer in

the schools see the Japanese school as representing a

strong and explicit morality, but neither the abstract

and universal morality of the Golden Rule nor the codes

and ritual, of established religion have anything to do

with 'morals lessons' in Japan. ?orality is very down

to earth and positivistic, not threatening or punitive

or enshrined in sacred or legal formulae.
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Those who say that the cohesion and order of

Japanese society is possible only because of its

"cultural homogeneity" are ignoring the fact that

homogeneity and plurality are to some degree choices --

all societies are diverse, and all, if they choose, can

develop consensus in valued arenas. I believe that

American parents of all backgrounds and cultures have

such a potential agreement with regard to the education

and future of our children.

There are then lessons for us, and these can only

be understood if we use Japan not as a blueprint for

America but as a mirror. And most important for the

implementation of these lessons is serious reappraisal

of our interest in education: it is necessary to make

education a national priority but not a political

shuttlecock as it has bedome. It is far better to

learn from the surprises in Japanese society and not

from our stereotypes, to investigate the joy Japanese

children have in learning, than to gloat over the

horrors of "examination hell" and to resign ourselves

to the impossibility of transfer. But the outcomes of

our own reforms must be American, and we must learn

from the Japunese a moat important lesson: if we want

to borrow anything, it is the attention they devote to

their own paramount cultural priority: the improvement

of children's lives.
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Halyard eau 1 Merry White on the pros and cons of Japanese education

A society where students are No. 1
.r -

Professor Whie, why are the Japanese
so successful at *decency their children?

Because the entire society is mobilized
around children, and the No. I concern
for anyone in Japan is education. There

. are about 50 monthly magazines that
parents of preschool -age kids can sub-
taibe to. Bookstores are filled with man-
uals on how to work with your child.

desk for children to
meat hometralYort of dashboard with.
And a very

an electric pencil shapenerand a built-in
calculator. There's a button to push that..
rings: buzzer In the kitchen to get mama
to help with something or bring a snack.

0 Mothers watt on their children?
Yes. Most mothers don't work outside the home, me-

dilly when their children are small. Their major profes-
sion is mothering, and their relationship with their child is
Intense and indulgent. It's said that the Japanese mother
is an agent of the educational system and that without her
it wouldn't work. In some plum, parents are fined if they
don't go to PTA meetings. These women have a curricu-
lum for their kids, even in infancy. They're very inventive
about it. with games and songs, exercise and dancing. It's
a joy to watch : Japanese mother with her

. 0 And Japanese fathers?
Father is indulgent but not much involved. He simply

isn't home much. He works on Saturdays and usually has
to spend much of his time off on work or company social-
hang. Sunday is when he's with the kids. So there's a
nickname for father: Hes called the Sadly friend.

Vmai about teselnrstAra they terrbly strict? -
A lot of Americans believe that the Japanese child, in

order to be so accomplished, must suffer a terrible bur-
r...den of discipline. rye chosen to look at elementary'
"schools. where quite the opposite prevails, because I

think thars'Where Arrienans can learn from Japan. Our
expectation is that Japanese children are all sitting in
rain quiet, hands folded in laps. But there's a big our-

-O prise when you walk into a Japanese elementary-school
Classroom. You think: "Oh. my God, who's in charge
betel This is terrible."It's very, very noisy. Kids are',taming all around and calling out answers to questions.
Aniencan teachers would be appalled: They seem to be
afraid of kids. But Japanese teachers are relaxed and
stand off to one side, not trying to control the classroom.When you really listen to what the kidsare shouting, they're not teasing eachother or planning recess games. TheY'reenpgcd in the work and are shouting
Thout answers in friendly competition.

ey're so involved that the teacher of-ten says that the noise
level is the mea-sure.. of her ability

to motivate the kids.
not don't nay stifle creativity?
Thars another

myth about Japanese
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WORM) REPORT.

Jan. is. 1287

a f,

classrooms. If you read the creative writ-
irig.of junior- high -school kids, or look at
their painting, it's fantastic. They all
learn to read music endplay two instru-
ments: The Japanese believe that creativ-
ity comes after mastery, and mastery is
what the schools can offer.

Ass them programs for gifted children?
No. You don't find an emphasiion in-

dividual genius in schools. The Japanese
have adopted a fiction that kids are m-

g nately equal and that you treat all chil-
Vdren the same. They believe what matters
g is effort and not some ceiling on ability.

But the Japanese ignore real problems
that might prevent a child from measur-

'"' ins up. For instance,programs have only
recently been established for kids with learning disabil-
ities and hindicaps. Geniuses don't get recognized. Early
bloomers, late bbomenanybody who doesn't bloom
on schedulecan potentially fall through the cracks.
The Japanese simply do not want to recognize diversity.
There's such an investment in homogeneity. They have
phrases for it: "We are all one white silk sheet." "The
head that sticks up above the others gets lopped off."
Japanese h.' is who go overseas with their paZentS come
back rr...4ed as outs.ders, sometimes called gafin. which
means foreigner. Th nes a real problem for a Japanese
kid who is different.

0 Why Is being an Individual dlecoinaged?
Children are taught to think of themselves as mem-

bers of a group. The school is a society with its own
ways of doing things. And the most important goal for
teachers is to give children the confidence of member-
ship by teachin; them, for instance, how you place your
outdoor shoes in the cabbies and put on your indoor
shoes. Children learn about social relationships: The
way you behave with your teacher, with your elder
brother, with your mom. In the first grade, before doing
anything academic, the teacher spends the first part of
the year getting the children soaalized to the ways w.
the school and the habits of working together in groups.
Children are even responsible for cleaning the school. .

0 Are teachers working with small dunes?
No. Japanese classrooms can have 40 or more stu-

dents to one teacher. But in grade school, it is common
to divide the group into smaller groups of five or six
kids each, called hoe. Tasks are assigned to hen rather

than to individuals. The hart leader
who is called a hanchois like a kid
teacher who helps bring up the slow
students. The system works, because it
takes the pressure off the individual. He
stands or falls with the group. It's just
like the work teams that are established
in the workplace. These teams support
individuals and allow people to be cre-
ative within the group. But their heads
don't stick out. '

Many Wilde, drector of
Internabonal education at
Harvard's Graduate School
of Education. is &WIC( of
TN Japanese EducaOonst
ChAllongr A Cannwment
to (Waren, pet irshed ths
month by the Free Press.
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Chairman HAWKINS. Today's hearing will focus on the state of
mathematics education and how it might be improved, the poten-
tial uses of educational television in reaching American students
and workers, the need for investments in educational infrastruc-
ture and basic facilities, and the state and the needs of graduate
education.

I want to thank each of the witnesses for appearing here today
and ask them to come to the witness table as their names are
called.

First, Professor John Dossey, President, National Council of
Teachers of Mathematics; Mr. Forest L. Morris, Executive Director
of Mississippi Authority for Educational TV; Dr. Howard Swearer,
President, Brown University; and I understand that they will be
joined subsequently by Dr. Peter Likins, President of Lehigh Uni-
versity.

I want to welcome our most distinguished witnesses and indicate
that their prepared statements will be entered in the record in
their entirety. We would appreciate if they would give us the high-
lights of their statements so as to leave time for questions. We
would like to reserve as n uch time as possible for the witnesses to
develop their thoughts upon questioning.

First, we will hear from Professor John Dossey, President, Na-
tional Council of Teachers of Mathematics.

Professor, we welcome you.

STATEMENT OF PROFESSOR JOHN DOSSEY, PRESIDENT,
NATIONAL COUNCIL OF TEACHERS OF MATHEMATICS

Mr. DOSSEY. Mr. Chairman and members of the committee, I am
John Dossey, President of the National. Council of Teachers of
Mathematics. This is an organizatior of 65,000 individuals and
schools that are dedicated for the improvement of mathematics
learning and mathematics teaching at the pre-college level. In addi-
tion, I am a professor of mathematics at Illinois State University
where my major responsibilities involve working with public
schools and in teacher training.

I would like to commend you on your investigation of the com-
petitiveness aspect from an education foundation. I think the
recent results that you have seen published here in Washington
from the International Symposium of Mathematics Education at
the National Academy, last year's publication on literacy from the
National Assessment of Educational Progress indicate that we do
have some severe problems in that educational foundation on
which our economy and our future competitiveness in technology
reside.

I might refer you in my testimony to the figures at the end of
the testimony and in particular, beginning with year one which
shows the position that our eighth graders currently reside in com-
parison with other countries around the world from the Second
International Mathematics Study.

As you can rapidly see, our performance of eighth graders, and
here we are comparing students in the United States with essen-
tially 100 percent of their peers internationally in the other coun-
tries at the end of mass education, rank at about the average level
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in both arithmetic and algebra skills, but fall into the lower quar-
tile when one deals in geometry and even further behind when one
deals with measurement.

In fact, measurement skills and some of the geometry skills per-
form a real foundation level for our students who are entering vo-
cation.s1 and technical careers. And you can see that their perform-
ance is very low and, in fact, no major industrialized country falls
below us.

I refer you to the second page, or the second figure, which shows
that these differences begin almost upon entry into school. I no-
ticed in your legislation that you speak to the role parents play. In
the recent findings in the roles parents play in parental education
to assist their children, especially children in groups with;n our
population who are at risk, can pay a vital role in children's learn-
ing.

In fact, by the fifth grade, we are already a standard deviation
behind our Oriental counterparts.

The third graph gives you a quick examination of the two graphs
on the left of that page of where we rank at the end of twelfth
grade. Now we are talking about the proportion of our students
who are preparing for advance study in mathematics, science or
into the very creative areas of technology.

Here you see that we rank again very low internationally, and
again no major industrialized country ranks below us.

The performance in advanced algebra talks about performance
that is required to enter into business programs, into sociology,
social work programs and into technology programs and computer
science.

The information on elementary functions and calculus talk about
students' preparation in an international comparison for being
ready to move into science and advanced technical areas.

The graph on the right side shows that much, unlike what much
of the popular opinion is, even our very best students do not com-
pare well internationally. In fact, our top 5 percent of our twelfth
grade students who are taking four years of college preparatory
mathematics fall below the average performance level achieved by
Japanese students.

I think that these results are very disturbing. They are very dis-
turbing to mathematic professors, mathematic educators and class-
room teachers. But perhaps the most disturbing fact is captured in
the graph in Figure 4. That graph shows essentially what we like
to refer to as yield. And if I can use an agricultural analogy, farm-
ers are interested I think in two things.

When they talk to their friend down the street, they want to talk
about how many bushels they got per acre on their best field. But
when they go to market, they want to know the total amo' tnt of
grain they are taking to market because that is where their finan-
cial return is.

Well, in both the case of yield, in other words, what do our best
do, we fall at the bottom of the heap.

In addition, when we take a look at the proportion, and that is
captured in those black blurs in each of those graphs, the width of
those blurs talk about the proportion of our population we are
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taking to that level. And again, we fall at the bottom of the distri-
bution of countries.

This indicates that we have a very narrow and a very weak base
in terms of absolute numbers to supply the need in the coming gen-
erations.

Similar results have been. found in the national assessment liter-
acy study. It shows that our students are ill-prepared to handle
reaching technical document type data or quantitative information,
information that deals with statistics or tables and graphs much as
one would get in dealing in technical industry.

I think that the facts indicate in both mathematics and in liter-
acy efforts that we have not adjusted our educational programs to
emerging technology. I think that we must at all levels of educa-
tion begin to provide equipment and support for classroom teachers
to help them use technology effectively in their classroom and open
access to that technology to all portions of our population. At
present that access is opened only to the upper levels.

The students who are early school leavers in minority groups or
who are heading to vocational or technical education are denied
access, and they are the ones who are going to need that the soon-
est. People who continue in education have many opportunities to
get that access.

I think these facts do not bode well for our competitive position
either at the present or in the future. And as I mentioned, it is the
changing demographics of our country, and what that says about
access and what access says about that changing demographic!'
that even compound that problem.

The problem of competitiveness is no more clear, I think, than in
the area that I come from. Illinois State University is 30 miles
from Peoria, Illinois. Caterpillar Tractor Company, as you way
well know, has suffered tremendous losses in the international
marketplace. We have large numbers of displaced workers in the
community who are unable to -Hove from one type of position on
an assembly line or production work into low tech or even occupa-
tions aside from mechanical production because of their training.

This says that our efforts must be to broaden both the technical
and literary backgrounds, ability to read and interpret to deal with
statistical data of all students in our education programs, and give
them that opportunity to make transfers and also to continue
learning throughout their life.

That same type of displacement within the work force is also
seen in agriculture which has been heavily impacted by interna-
tional competition.

I think there are some goals that we need to address. And the
first one is moving a greater proportion of our students through
our education programs in mathematics. In doing that, I think we
need to lessen the tracking that currently takes place.

One of the things that came forward in the international study
was that we were the only major country that by the eighth grade
level had four distinct tracks of students. We did very little in com-
parison with our very best students. And some of our students by
the eighth grade level had been essentially warehoused to pencil
and paper computation in an emerging age that is very technically
oriented. Many of these students are heading towards being early
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leave:3, or drop-outs. Others are not going to have the skills and
the skills that our recent Chicago Board of Education studies
showed were the critical filter for entrance to vocational or union
programs, and that is the basic quantitative and literary skills that
fall around mathematics, the ability to interpret data and to carry
out measurement types of computat4fms.

A second thing we need to dc is b...oaden those programs beyond
paper and pencil types of activities to include geometry, statistics,
effective use of the hand calculator and effective use of software.

We need to focus on improving communication in quantitative
areas. Students are unable both to speak and write dealing with
technical matters. Much of their work is dealt with prose develop-
ment.

And I think fourth, we have to continue that education far
beyond our standard K-12 programs for all areas within our socie-
ty.

There are not simple answers about how this can be achieved.
The international mathematics study showed that it was not the
fact that it was just time in class, nor was it the number of days
the school year was or consisted of, or the percent of students re-
tained. And in fact for me as a math teacher that was one of the
most surprising facts is that we are one of the most selective coun
tries international in the percent of students retained to twelfth
grade mathematics. I had always felt that we were comparing our
students against a very select group of students in other countries.

It turns out that we retain approximately 13 percent of our stu-
dents. Japan retains 15 percent of their students to that level. So
they are retaining equivalent or slightly broader spectrum of their
student body.

Parental influence plays a very vital role. And I think that the
actions that you take must take into account that you are not only
dealing with learners today who are in the work place, but also
providing influence that they will exert on their children and upon
their children's children.

One of the strongest correlates of success, and especially in pro-
portions of our society at risk, are the educational achievements of
their parents. And I think that if we can bring parents in and in
addition help those parents deal with their children, that is one of
the most solid activities that we can undertake.

The third is increasing access in mathematics and science, and
that basically would deal with moving blacks, hispanics and Ameri-
can Indians into mathematics and science areas. We are woefully
underrepresented from those populations.

I think it is achievable with targeted programs. We all know that
we have had targeted programs focusing on the role of women in
mathematics and we have seen the turn around there.

Likewise, we have seen the targeted programs of the 1960s in
Chapter 1 areas where the actual legislation was much more pre-
scriptive than it is today. And, the national assessment program's
results at that time showed that we had equivalently much larger
gains.

And, lastly, I think we need to increase mathematics education
leadership on the staff of both the Department of Education in the
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Chapter 1 area and in addition in the science and engineering edu-
cation directorate :I the National Science Foundation.

We do not have representation in any sort of proportional way
and yet it is a major priority I think to turning around our ability
to compete.

I think there is a federal role and I think that yot, have recog-
nized the importance of targeting areas, setting agendas and moni-
toring. I think your direction with competitiveness is correct. I
think that your legislation, in reviewing it, is addressing some of
the critical problems.

I hope that you will be able to define the goals, the paths and
monitor the progress as we move from our low levels of achieve-
ment and low levels of achievement for large sections of our popu-
lation as we move to avoid the drastic consequences of avoiding
those issues as we have in the past.

Thank you.
[Prepared statement of John A. Dossey follows:]
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PREPARED STATEMENT OF JOHN A. DOSSEY, PRESIDENT, NATIONAL COUNCILOF
TEACHERS OF MATHEMATICS, RESTON, VA

Mr. Chairman and members of the Committee on Education
and Labor, I am John Dossey, President of the National
Council of Teachers of Mathematics (ECM) and a professor of
mathematics at Illinois State University. The ECM is a
professional education association of over 65,000 members
(classroom teachers, mathematics supervisors, and
mathematics teacher educators) whose major interest is the
improvement of mathematics education at the precollegiate
level. I am here today to discuss how competitive American
education is in comparison to other industrialized nations
and steps which weomight take to reverse the trends reported
by current studies.

In recent weeks the newspapers and popular magazines
have bombarded us with facts about the current levels of
numeracy *ad literacy in American schools. The facts are
far from comforting. Varied comparisons suggest that our
students are achieving at rates considerably below those of
comparable students in nations with which we must compete
economically. Further, these studies show that our
curricula have not kept time with the changes technology has
brought to our society. Schools, administrators, and
teachers are atruggling to keep their curricula and learning
environments related to the rapid changes taking place in
our society. The degree to which we can support them in
these efforts will, to a largc measure, determine their
success and, in turn, our nation's ability to meet its
current economic and strategic challenges.

The data recently released from the Second
International Mathematics Study (SIMS) and other .

international comparisons have once again questioned our
nation's ability to compete. The outcomes from these
studies indicate that our average and belowaverage students
have considerably less contact with topics in geometry,
measurement, and data analysis in their their school

.matheaatics programs than their international peers. Large
portions of their curricula continue to focus on
paper-andpencil drills over basic operrations. In
addition, moct of our students continue to be denied access
to hand calculators as part of the :earning process prior to
college. The ahievement levels (See Figure 1) resulting
from these programs range from near the average level to far
below the average level of achievement of their counterparts
in classrooms in other industrialized countries. However,
it is these students who are going to be staffing the
design, engineering, production, and service industry
positions, as well as assuming increasing responsibility for
buwinees leadership, as we move to the millennium.

In like manner, the SIMS results suggest that our top
secondary students are at best average when viewed in an
international context (McKnight, 1987). Other studies
suggest that many of these students are incapable of
following written instructions or deciphering scheduler,
(Kirsch and Junfeblut, 1986). The response our nation makes
to these critical problems in the areas of numeracy and
literacy may be the most important step we lake in meeting
the current challenges to our ability to compete in economic
and strategic settings.

To meet these challenges, we must increase our
commitment to achieving the following goals:

o to increase the proportion of students leaving
secondary school prepared for entrance into
technical careers or for further study in advanced
mathematics or science;

o to widen the opportunities for continued study in
mathematics, science, and technology from elementary
school through adult education;
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o to increase the emphasis on the development of
communication skills, both written and vernal, in
all levels of education; and

o to create avenues for life-long learning and
retraining in the areas of general numeracy and
literacy for all members of our society.

At present, our success in meeting these objectives is
marginal at best. Current data, spanning the spectrum of
schooling, show that we are falling short in achieving the
first goal at present.

The findings reported at the recent Symposium on
International Comparisons of Mathematics Education, held at
the National Acadelly of Sciences, indicate that the gaps in
both the quantitative and qualitative aspects of learning
appear from the moment students enter schools (See Figure
2). Cross cultural studies of student achievement in
mathematics show that United States students enter
kindergarten on a par with their peers in other cultures,
but the gap in achievement begins to widen immediately. By
the end of the first grade level, U.S. students have fallen
over one-half of a standard deviation behind their oriental
counterparts. By the end of the fifth grade thia gap has
widened tr a full standard deviation (Harnish, Heiberg,
Tsai, Sato, b Fyans, 1985; Stevenson, Lee, i Stigler, 1986;
and Stevenson, in press).

The SIMS results show that our very best secondary
students, those taking advanced placement calculus, rank at
the international median performance level (See Figure 3).
The remaining students at the twelfth grade level perform at
about the 25th percentile level internationally. A further
comparison of the top one percent of United States twelfth
grade mathematics students showed that their achievement
performance was less than the performance of the top one
percent of any of the other participating countries twelfth
grade students (Miller b Linn, 1985).

If one considers the product of the number of students
who enroll in mathematics with the achievement levels they
attain, one gets a number which approximates the "yield"
that accrues from our effort. in mathematics education.
Figure 4 shows such comparisons for the study of advanced
algebra in the twelfth grade curriculum. A comparison of
the width of the bars in the graphs shows that the schools
of British Columbia enroll a greater proportion of their
students in advanced algebra than any of the other
countries. England /Vales, on the other hand are the most
selective in enrollment patterns. &span, Sweden, and the
United States educate about the same proportion of their
twelfth grade students. The heights of the bars show the
achievement levels attained. The product of the height and
width of each bar then gives a measure of yield. This view
shows that the overall proportion of our population having
knowledge of topics in advanced algebra is quite low at the
international level.

The shift in entrance requirements to the workforce
brought about by technology and our shift to being an
information based society have created commensurate demands
for workers with increased levels of knowledge of
mathematics. Occupational opportunities in this work market
are often determined on the basis of an individual's
knowledge of mathematics. This sorting of potential
employees on the basis of technical/quantitative knowledge
is nowhere more obvious than in the stagnant economy of the
region of the country in which I reside. The large
eorthmoying and farming equipment industry has been dealt a
crippling blow in the international market place. Displaced
workers are struggling to shift from assembly line positions
to positions in an emerging group of "high-tech" industries
and a major new Japanese automobile plant. In many cases
their lack of knowledge of mathematics and communication
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skills handicap these displaced workers' ability to compete
effectively for new positions.

A recent study by the City of Chicago School Rot d's
Mathematics Division found that mathematical knowledge was
the critical filter for entrance into the skilled trades and
related vocations (Strong, 1987). Trades and busi
have found that these skills are highly correlated with
potential success on the job. These trades and busi
have also discovered that they are unable to provide the
basic instruction in these areas as inexpensively and as
effectively as the public schools.

The narrowing margin of profit over cost demands
workers who are capable of employing basic facts, concepts,
and skills in a vide variety of settings. In tact, the
technological demand on the students in the noncollege bound
group may even be greater than for workers coming from
collegiate programs. The students moving to the work force
directly from secondary school must confront the changing
demands of the work place immediately. Hence, these
students have less time to develop the requisite skills
prior to entering the job market. Failure to meet these
numeracy and technology prerequisites for gainful employment
significantly decrease the student's opportunities for
financial security or advancement (College Entrance
Examination Eoard, 1984; Commission on Science, Engineering,
and Public Policy, 1984).

Similar problems exist at the higher education levels
in the production of individuals who are highly trained in
mathematics. When one considers the outcomes of recent
surveys shoving a dwindling number of American students
selecting mathematics as a major at the undergraduate level
and a rapid drop in United States students pursuing a
doctorate in the mathematical sciences, the seriousness cf
the situation becomes apparent. These estimates indicate
that over the period from 1975 to present, the percent of
students majoring in the mathematical sciences has dropped
from near one and onehalf percent to less than one-half of

a percent of the college undergraduete population (Fey,
Albers, 4 Fleming, 1981; conference Eoard of the
Mathematical Sciences, in press). Over the case period of
time, the number of United States citizens receiving a Ph.D.
in the at%ematical sciences dropped from 722 to 386
students per year. In 1976, seventyfive percent of the
total number of mathematics Ph.D.s awarded by colleges and
universities in the United States vent to American citizens.
In 1986, this figure was only 51 percent of the total
(Cennora, 1986). The data at the elementory, secondary, and
university levels all indicate that ve are far from
achieving the first of the above goal,: for mathematics
education.

The continued lack of a sufficient supply of
quantitatively trained people is not in our national
interest. It will allow the continues erosion of our
competitive position in both technological and information
based industries. Our decreasing ability to respond is
occuring at a time when other nations are adjusting their
educational programs to support increased production
(Wirszup, 1987). If ve are to compete successfully in this
economic arena, ve must improve the present situation and
look to develop even more efficient methods for the future.

These efforts will rquire programs which focus on
improving student skills ,n each of the following

o Reasoning and Problem Solving
-identify and formulate problems
select appropriate solution strategies
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reason and reach decisions in logical fashion
test data for validity and reliability
plan for future occurances of same problem

o Reading
read and comprehend the English language in

a variety of settings
note details and facts necessary for given task
verify information and test it for consistency
interpret quantitative information presented in

tables, charts, and graphs

o Writing
gather information needed for given communication
organise the information in a clear and concise

fat hi on

apply accepted rules of syntax and grammar
provide complete information

o Mathematics
perform basic computations correctly and quickly
make appropriate use of calculators and computers
apply ratios and percents when needed
solve applied problems involving interest,

ratios, and percents
interpret and apply information based on

probability
apply basic geometry and measurement concepts and

skills
read and interpret tables, charts, and graphs

solve simple algebraic equations and inequalities
estimate results and predict outcomes

Efforts to achieve such goals will have to involve
increased expenditure* for teacher retraining, curriculum
development, and technological support for schools and
industry. In addition, these efforts will have to provide
for increased educational opportunities in the work place
aimed at the fostering of skills such as those listed above.
These efforts will require new initiatives both inside and
outside of current educational programs in schools and
induitry.

The portions of this mandate falling within public
schooling can be supported in part through the
reauthorization of and extensions to the Education fa,
Economic Security Act and Chapter 1 activities. However,
the activities of the later program are currently only
serving 47 percent of the eligible children. In addition,
Chapter 1 program* deal almost exclusively with reading and
literacy goals. Hew initiatives must be undertaken within
Chapter 1 programs to increase the amount of time, effort,
and resources devoted to the attainment of parallel numeracy
objectives.

In addition, greater attention needs to be devoted to
the programa falling under the Job Training Partnership Act
and the Vocational Education Act. Efforts must be made to
see that the curricula offered through these programs is
commensurate with the present demands of the work place.
This may require a refocusing of the programs' major efforts
on student attainment of the literacy and numeracy skills
mentioned above, rather than focusing solely on specific jobskills. It is workers with such knowledge who will be able
to drive the American economy back into a leadership role in
the international economic marketplace. We cannot fail to
meet these educational based challenge* by our international
peers to our ability to compete.
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Population B (Twelfth Grade) achievement in algebra and elementary
functions/calculus for fifteen countries shows the U.S. to score among the
lowest fourth of participating countries Much scientific and technical wori..
in college and elsewhere, requires competence in these bane areas of
mathematks.

Figure 3
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How well the most able college preparatory mathematics students IC each
country achieve U shown here. The achievement of the top land 5% of the
students in each country as well as the average achievement for the country,
are reported for functions and calculus. The most able Japanese mathematics
students attained higher scores than their counterparts in other countries In
both subject areas. The most able U.S. students scored the lowest of all of
these countries in algebra and were among the lowest in calculus. Further.
more, as the graphs suggest. estroge Japanese students achieved higher than
the top 5% of the U.S. students in college preparatory mathematics. (Coun.
tries are in decreasing order from left to right in terms of the proportion of
students enrolled in advanced mathematics programs.)
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Advanced topics In algebra are studied in the senior secondary school
"mathematics specialist" classes in all countries in the Study. The above
figure shows that for five countries, well over 80% of content of the al-
gebra items on the international test was intended to be taught and about
the same proportion was reported to be taught (implemented) by the class-
room teachers in each country. Achievement in algebra (attained curricu-
lum) was high in Japan and low in the United States. The width of the
bars reflects the proportion of young people in each country that is en-
rolled in senior secondary school mathematics. Canada (British Columbia)
has a high proportion (30%) while England and Wales enroll relatively few
(6%). The proportions enrolled in the most advanced mathematics classes
in Sweden, Japan and the United States are very similar between 12%
and 15%.

Figure 4
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Chairman HAWKINS. Thank you, Professor Dossey.
The next witness is Mr. Forrest L. Morris. Mr. Morris.

STATEMENT OF FORREST L MORRIS, EXECUTIVE DIRECTOR,
MISSISSIPPI AUTHORITY FOR EDUCATIONAL TV

Mr. MORRIS. Thank you, Mr. Chairman.
I am Forrest L. Morris, Executive Director of Mississippi Author-

ity for Educational Television. We operate state-wide networks in
educational television, public radio, Radio Reading Service and
have a statewide, backbone, microwave telecommunications system.
I have in excess of 25 years experience in the educational telecom-
munications field. I have served on the board of directors of the
Public Broadcasting Service, was chairman of the board for South-
ern Educational Communications Association, SECA, and have
served in other capacities in the educational and telecommunica-
tions field. I am presently serving on the board of trustees of the
National Association of Public Television Stations.

I appreciate very much the opportunity of meeting with the com-
mittee and to have input into H.R. 90. My colleagues and I would
like to compliment Congressman Hawkins for introducing H.R. 90,
Education for American Competitiveness. I have several comments
which I would like to offer, primarily in the field of learning tech-
nology.

I wil. skip some comments that I have in the written statement
about my opinion about defense and education. I think education is
the most important thing this country has to do. I think it is the
long range, the best thing we can do for our country is have top
quality education, and I have delineated it in that long paragraph.

I will skip down to, in the interest of time, to public broadcasting
and learning technologies.

Public broadcasting and learning technologies are vital cost-effec-
tive assets in meeting the myriad of educational goals of our
nation.

Public broadcasting, or educational television as it is sometimes
called, more than just over the air evening programs and children's
programming. Educational television serves the full curriculum in
classroom instruction, and encompasses college credit, adult learn-
ing, business and industry programs and much more.

Technologies telecommunications are cost-effective means of de-
livering specific educational material to the schools and to home
learning situations. For your review, I have enclosed a paper on
Public Broadcasting Educational Services. I hope you will have a
chance to read it. We have sections like serving business and indus-
try and other information from the Public Broadcast Organization
itself. And I have also included a paper from the National Associa-
tion of Public Television Stations, Office of New Technology Initia-
tives, which discusses case setups for new technology. There are
many of them and this paper covers several of them in a succinct
kind of way that kind of gives you an overview of what is going on.

I.T.V. Futures is what it is called, is a group of public television
and educational instructional television professionals spent two
years researching education by learning ;technologies. They pre-
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pared a comprehensive report which is available should the com-
mittee so desire.

The Southern Educational Communications Association, SECA,
annually distributes nationally via satellite 86 series and 1200
hours of instructional television programs. The Kentucky Educa-
tional Television Network has funded, and is planning a second
statewide educational channel via satellite, where every library,
high school and college will have a satellite receiver station. The
South Carolina Educational Television Network distributes four
channels of instructional service on Ilan.

Many exciting and innovative things across the country are hap-
pening in educational via learning technologies. However, funding
is far too little to meet the national need and adequately provide
the effective, competitive economic position the entire co...ntry
must have.

Most importantly, many deprived areas do not have available to
them, or are not able to take advantage of these resources. To this
group the pockets of progress are to no avail. These people need
the things for math, for science, for language and the other things
that are needed in the educational area.

Next I come to Mississippi ETV, one of the poorest states in the
country. We have our share of illiterates, some 350,000 functional
illiterates by estimate of the State Department of Education.

The reason we have ETV there was a study done of education
and not to anybody in education's surprise, they found out, these
learned professional experts, that nothing replaces a teacher, noth-
ing. But we do not have enough good teachers in math and science
and languages and all these things. So the study said the best most
cost effective way to do it for Mississippi since we did not have the
money for all the other ingredients was to do television. And that
is what we have been doing and tried to do it to the best of our
ability since the 1960s.

When Mississippi ETV earned the coveted George Foster Pea-
body Award, the citation read, "For enhancing the educational
system for the state of Mississippi through the innovative use of
television."

Today, with the broadcast of more than 100 classroom series in
all subject areas, from computers to language arts, economic educa-
tion and library skills, ETV is considered indispensable by Missis-
sippi teachers at all grade levels. Mississippi ETV carries a full in-
school instructional schedule, and I have enclosed in a packet a
copy of that schedule, and also a copy of the report we do every
year. We list every TV set in the state, every tape recorder in the
state, every lesson, the number of children that use it, the number
of teachers that use it, and it convinced the legislature that we
were spending their money in a cost-effective way; we were not
throwing it away. That is called accountability, and it is also in
your report.

And incidentally, it has helped us with our legislature consider-
ably, because they see where their money is going.

I mentioned that we have approximately 350,000 functionally illi-
terates in the state. And we are addressing that probl m with a
myriad of programs. One that we have just started is called Learn
to Read. One of the problems if you cannot read is admitting to
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anybody that you cannot read. You are ashamed to admit it. You
are ashamed to go to the services that I offer you. So we try a dif-
ferent tactic. We play for three days morning, noon and night a
lesson in how to learn to read and then we repeat it on Saturdays
so that somebody can work that into their schedule, and we are
hoping that this new tactic will bring some of the citizens that
cannot read to the fifth grade level. After which we have the GED.
Kentucky and Mississippi ET went together and got a new ED, and
you can get a high school equivalence by going, on this television
program and watching it and following through with the lessons
with the test, et cetera.

And we have many more programs in this functionally illiterates
area to try to bring people up as far as their motivation can bring
them, and we are trying to devise new ways every day.

The ITV schedule is developed after a lengthy process of ascer-
tainment within the educational community, through local schools
and the State Department of Education. Mississippi's ETV's oper-
ations and dedication to education is typical of most state networks
and many community stations. I might say most of the community
stations. Over the air broadcast and other learning technologies are
used in fulfilling the educational mission.

With increased use of learning technologies, much, much more is
possible. However, local and state funds are inadequate to meet the
need of rapidly expanding world technology.

If Americans are again to become competitive in the world econ-
omy, education is the key; and the presence of telecommunicatiors
learning technologies in American education, and a generation of
experience in their uses, gives Americans worldwide advantages.
America is unique in its universality of availability of telephone,
electric service, television and radio, home computers, electronic re-
corders and cable and satellite distribution systems.

To the broadcast community, these and newer technologies for
education are obvious and necessary, and are most cost effective
means to reach our goals.

Proposed legislation before this committee can be of substantial
help in utilizing the technologies for education which I have de-
scribed. In particular, H.R. 90, the Education and Training for
American Competitiveness Act of 1987, and the revisions of the El-
ementary and Secondary Education Act offer opportunities for
which I would like to make some suggestions.

Education and training for American competitiveness: States
should be encouraged possibly with special matching funds to
extend their uses of telecommunications for literacy training, v-,ca-
tional training services, and education in mathematics, science and
foreign languages. These last three, as you have heard, and we will
hear again, are very serious problems.

Television has demonstrated its effectiveness in each of these
areas somewhere in the nation. With expanded funds, these gains
could be spread throughout the nation.

Post-secondary education is an area where television has been
very effective. Its use should be encouraged in the administration
of the programs funded by the legislation.

The proposed legislation's Educational Telecommunications chap-
ter offers exceptional opportunities for educators to demonstrate
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new techniques and how working together consortially can achieve
maximum benefits. This opportunity should be open to every sector
of the nation to find the best projects available.

Television also has shown the capacity to assist in training for
industrial competitiveness, and its use should be encouraged in the
legislation.

Recommendations regarding changes in the present elementary
and secondfary education legislation. Great inequities exist for eco-
nomically disadvantaged children in their access to these educa-
tional technologiesboth in the equipment and the materials nec-
essary to make best use, and in the familiarity with them .of their
teachers; administrators and parents. It is to overcome these in-
equities facing economically deprived children that these recom-
mendations are made.

The Department of Education should be authorized a telecom-
munications technology fund to provide for nationwide productions,
funds should go for local utilization support by a local television
station or other coordination agency. We would recommend about
10 percent in that area.

In summary, local public television stations already have exper-
tise and are heavily involved in bringing technology into the class-
room, and they should be factored in as an existing, expandable re-
source. The Public Broadcast Service and the regional public broad-
cast organizations also make a major cost-effective contribution in
bringing educational technology to users.

Desperately needed are more high quality instructional televi-
sion programs at all levels of the curriculum. There are some out-
standing successes going on in public, television now, 3-2-1 Contacts,
Square One Math and so forth, 'Alt we need many, many more of
those because they do not meet all the needs of all the children in
this country. All types of new learning technologies need to_ be
brought to bear and made available to all areas of the nation, par-
ticularly to the more economically deprived areas and situations.

I have not made an attempt here to delineate a dollar amount, or
to provide a complete scenario for implementation of a major na-
tional commitment to learning technologies. Without a financially
significant base, however, the many educational advantages of
learning technology will not happen on a nationwide basis, the vi-
sions and goals of H.R. 90, Educational Training for American
Competitiveness Act of 1987 will suffer thereby.

It is my belief along with my colleagues that federal education
funds could not be more productively utilized than in the learning
technologies.

Thank you very much for the opportunity to appear before you. I
am sure you have heard and will hear more about the educational
needs in the country in all areas. I hope that I have been able to
give you a small glimpse of what is now happening in educational
learning technologies and to share with you the tremendous oppor-
tunity in educational technologies and the great excitement of my
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colleagues. I have not spoken to essential quality necessary and
other important factors. However, I have tried to give you a suffi-
cient overview.

Thank you very much for your courtesy.
[Prepared statement of Forrest L. Morris and related information

follow:]
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PREPARED STATEMENT OF FORREST L. MORRIS, EXECUTIVE DIRECTOR, M.BSISSIPPI
AUTHORITY FOR EDUCATIONAL TELEVISION

INTRODUCTION

I am Forrest L. Morris, Executive Director of

Mississippi Authority for Educational Television. We

operate statewide networks in educational television,

public radio, Radio Reading Service and have a

statewide, backbone, microwave telecommunications

system. I have in excess of 25 years experience in the

educational-telecommunications field. I have served on

the Board of the Public Broadcasting Service (PBS), was

Chairman of Board for Southern Educational

Communications Association (SECA), and have served in

other capacities in the educational and

telecommunications field. I am presently serving on

the Board of Trustees for the National Association of

Public Television Stations (NAPTS).
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COMMENTS

I appreciate very much the opportunity of meeting with the

Committee and to have input into HR 90. My colleagues and I would

like to compliment Congressman Hawkins for introducing HR 90,

"Education For American Competitiveness". I have several comments

which I would like to offer, primarily in the field of learning

technology.

An educated, well-informed citizenry is one of the most valuable

assets any country can have. It is the best long term, defensive
weapon. Education is more important than any single weapon or

defensive strategy. Adequately meeting education, defense and other

urgent needs is not possible without a strong, competitive, national

economy. Education, economic growth, technology, and a foreign

competitive economic position are intertwined and interdependent. If

education declines, technology declines, economic growth slows or

stops, our economic competitive position deteriomteo. To correct the

declining, competitive, economic situation in which tne USA now finds

itself, many things need doing with nothing more important or urgent

than educational improvement and availability. It is felt that

education is the place to start and should be top priority.

Progressive, cost-effective, easily distributable learning technology

is the indispensable ingredient in providing education the key if

Americans are to again become competitive in the world economy!

Learning technology needs to be financed as a major

partner to most effectively do the job and rapidly progress toward the

goal.

PUBLIC EROADCASTINGAZARNING TECHNOLOGIES

Public broadcasting and learning technologies are vital

cost-effective assets in meeting the myriad of educational goals of

our nation.

Public broadcasting, or educational television' as it is sometimes

-2-
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called, is more than just over the air evening programs and children's

programming. Educational television serves the full curriculum in

classroom instruction, and encompasses college credit, adult learning,

and much more. Technologies-telecommunications are cost-effective

means of delivering specific educational material to the schools and

to home learning situations. 'or your review, I have enclosed a paper

on Public Broadcasting Educational Services, and a paper from the

National Association of Public Televison Stations' Office of New
Technology Initiatives which discusses case setups for new

technologies. ,/TV FUTURES - A group of public television and

educational-instructional television professionals spent two years

researching education by learning technologies. They prepared a

comprehensive report which is available should the Committee desire.

The Southern Educational Communications Association (SECA) annually

distributes nationally via satellite 86 series and 1200 hours of

instructional television programs. The Kentucky Educational

Television Network has funded, and is planning a 2nd statewide

educational channel via satellite, where every library, high school,

and college will have a satellite-receiver station. The South

Carolina Educational Television Network distributes four channels of

instruction by Instructional Television Fixed Service (ITFS).

Many exciting and innovative things across .the country are

happening in education via learning technologies. However, funding is

far too little to meet the national need and adequately provide the

effective, competitive economic position the entire country must have.

Most importantly, many deprived areas do not have available to them,

or are not able to take advantage of these resources--to this group

the pockets of progress are to no avail.

MISSISSIPPI ETV

When Mississippi ETV earned the coveted George Foster Peabody

Award, the citation read: " for enhancing the educational system for

-3-
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the state of Mississippi through the innovative use of televison.

Today, with..tbe broadcast of more than 100 classroom series in all

subject areas, from computers to language arts, economic education and

library skills, ETV is considered indispensable by teachers at all

grade levels. Mississippi ETV carries a full in-school instructional

schedule (list attached), children's programs, college credit courses,

etc.

During the 1986-1987 school year, in K-12, MAET broadcast 1174.45

hours of ITV programming (1,852 programs from 112 series) broken as

follows: Computer Science, 2.17% -- Science, 20.121Mathematics,
14.941Reading, 12.64% -- Social Studies, 11.59%, Language Arts,

10.81% -- Literature, 7.91% -- Career, Consumer Education and Ecomonic

Education, 5.94% -- Health, Physical Education and Safety, 5.19% --

Staff Development, 3.51% -- Art, 1.91% -- Foreign Language, 1.72%
--Music, 1.55%.

The ITV schedule is developed after a lengthy process of

ascertainment within the educational community, through local schools

and the State Department of Education. Mississippi ETV's operations

and dedication to education is typical of moat state networks and many
community stations. Over the air broadcast and other learning

technologies are used in fulfilling the educational mission.

NEEDS

With increased use of learning technologies, much, much more is
possible. However, local and state funds are inadequate to meet the

needs of rapidly expanding world technology.

If Americans are to again become competitive in the world
economy, education is the key; and the presence of

telecommunications-learning technologies in American education, enc a

generation of experience in their uses, gives Americans world-tide

advantages. America is unique in its universality of availability of

telephone, electric service, television and radio, home computers,

electronic recorders, and cable and satellite distribution systems.

To the broadcast community, these and newer technologies for

education are obvious anu necessary, and are the most cost efficient

means to meeting important education goals.

-4-
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Proposed legislation ,before this Committee can be of

substantial help in utilizing the technologies for education which I

have descrApod. In particular, H.R. 90. the Education and Training

for American Competitiveness Act of l987, and the revisions of the

Elementary and Secondary Education Act offer opportunities for which

I would like to make some suggestions.

Education and Training for American Competitiveness:

States should be encouraged possibly with special matching

funds to extend their uses of telecommunications for literacy

training, vocational training services, and education in mathematics,

science and foreign languages. Television has demonstrated its

effectiveness in each of these areas somewhere in the nation. With

expanded funds, these gains could be spread throughout the nation.

Postsecondary education is an area where television has been

very effective. Its use should be encouraged in the administration

of the programs funded by the legislation.

The proposed legislation's Educational Telecommunications

chapter offers exceptional opportunity for educators to demonstrate

new techniques and how working together consortially can achieve

maximum benefits. This opportunity should be open to every sector of

the nation to find the beat projects available.

Television also has shown the capacity to assist in training

for industrial competitiveness, and its use should be encouraged in

the legislation.

RECOMMENDATIONS REGARDING CHANGES IN TUE PRESENT ELEMENTARY AND

SECONDARY EDUCATION LEGISLATION

Great inequities exist for economically disadvantaged children

ic their access to these educational technologies- -both in the

equipment and materials necessary to make their best use, and in the

familiarity with them, of their teachers, administrators and parents.

It is to overcome these inequities facing ecnomically deprived

children that these recommendations are made.

Chapter 1.

A percentage (%) of each district's funds' should be allocated

to telecommunications-technologies equipment, materials and local

support services.

-5-
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School districts may participate in consortial arrangements with

other districts, states or educational agencies in pursuit of improved

access by disadvantaged students to educational telecommunications

technologien.

A percentage of matching funds of the district's regular Chapter

I allocation may be used for technologies on behalf of a special
category of at risk" students.

Funds should be made available to match state and local funds to

train teachers and educational administrators in telecommunications

technology practices.

Chapter 2.

The Department of Education should be authorized a

telecommunications technology fund to provide for major nationwide

productions of curriculum materials aimed at disadvantaged students;

10% of project funds would go for local utilization support by local

public television station or other coordinating agencies.

SUMMARY

Local Public Television stations already have expertise and are

heavily involved al bringing technology into the classroom, and they

should be factored in as an existing , expandable resource. The

Public Broadzasting Service and regional public broadcast

organizations also make a major cost-effective ccatzibution in

bringing educational technology to users.

Desperately needed are more high quality instructional television

programs at all levels in all curriculum areas. Ali types of new

learning technologies need to be brought to bear and made available to

all areas of the nation, particularly to the more economically

deprived areas and situations.

No attempt has been made here to delineate a dollar amount, or to

provide a complete scenario for the implementation of a major national

commitment to learning technologies. Without a financially
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significant share, however, the many educational advantages of

learning technology will not happen on a national basis, the vision

and goals of NA 90 "Education. Training for American Competitiveness

Act of 1987* will suffer thereby.

It is my belief along with my colleagues that federal educational

funds could not be more productively utilized than in learning

technologies.

Thank you very much for the opportunity to appear before you. I

am sure you have heard and will hear about the great educational needs

of the country all across the entire spectrum of education. I hope I

have been able to give you a small glimpse of what is now happening in

educational learning technologies, and to share `with you the

tremendous opportunity in educational technologies, and the great

excitement of my colleagues. I have not spoken to essential qutlity

necessary and many other important factors, however, I have tried to

give you a sufficient overview. Thank you for vur courtesy.

-7-

3566



. .
e.,. . 0 ' .4

. A TIM TELEVISION SERIFS A ITOTITIRATHEilATICS FROM CHINHIEWS TELEVISION WORKSHOP



354

For almost 20 years, Children's Television Workshop

(CIW) has created television seriesSESAME STREET,

THE ELECTRIC COMPANY, and 3-2-1 CONTACTthat

deliver educational messages to children in an

appealing and entertaining manner. With its new series,

SQUARE ONE TV, ,CTW uses the same successful approach

to address today's crisis in mathematics education.

SQUARE ONE TV is a lively, energetic, funny and

informative series jesigned to take the mystery out of

mathematics cal encourage the cations 8 to 12-year-olds

to become interested in the subject and see the critical role

it plays in everyday life. As with all CTW programs,

the design of SQUARE ONE TV is the product of a careful

collaboration of producers, researchers, academics and, of

course, children.

SQUARE ONE TV's 75 half-hour shows will be broadcast

Mondays through Fridays on the nations close to 300

PBS stations beginning January 26, 1987.

The series is funded by the National Science Foundation,

the U.S. Department of Education, the Corporation for

Public Broadcasting, The Andrew W. Mellon Foundation,

the Camagie Corporation of New York and the IBM

Corporation, the series' sole corporate underwriter.
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TELEVISION AND THE MATHEMATICS CRISIS

e rive in a society where
the need to understond ond use
mothemotas is growing every

b

cloy. Technology is the centrol
block of modem Indus.

trial sciennfic innovation.
A technology based economy
offers rewords ond opportunity
to those who ore oble to master
its complexmesond sharply
Gmited cppomunity to those
who do not.

Them is a crisis in mothemoncs
education in this country. That cri-
sis is well understood by parents,
teachers and the experts, who
point out that two thirds of all stu-
dents have token only two years
of mothematics by the end of high
school; that 75% of 1980's high
school groduotes were unqi.4
fied to take college level mathe-
matics courses; ond that there's a
steody dedine in the number of
mathematics teachers being
trained in am country.

Most duldren enjoy arithmetic
throLvh obout the third god&
evt wlsen formal instruction in
mathematics is introduced In mid.
dle schools, marry find it bonng,
ond only tole mathematics
courses that sre required by loco!
schools. What's more, they pen
ceive of mathematics only os on
ocodernic subject, with Emirs role.

+ -

o.
ounce to real life. Most children
flunk of mathematics as a home.
work drill, arid believe that its
Liseivhiess ends there.

Whether or not we provide
children with on odequote founr
dation in mathematics will affect
their Gives os individuol citizens
ond our notion's °Wily to com.
pete in the international market.
oboe. When the children in
SQUARE ONE TV's target age
range ore grown ond looking for
jobs, many ore likely to qualify
only follower level positrons
tale:: they have mastered a cer-
tain level of mathematics.

SQUARE ONE IV represents a
national effort to help address the
crisis in mathematics education.
Television alone cannot improve
mathematics education, but
can supplement and complement
classroom instruction, ond
serve as a catalyst for families,
schools ond community groups to
take action to help our chaen
learn this basic subject natter.

Our educational series,
SESAME STREET, THE ELECTRIC
COMPANY ond 3.2.1 CON.
TACT, demonstrate that high
quality educational television
offerso procticol, cost - effective
way to attract duldren too new
opportunity to learn at home, as

well as to supplement ond rein.
force classroom teaching. Out
experience also shows that edu.
cotionol television is o bargain
about o penny per program for
each viewer.

Our children are the notion's
most precious natural resource.
They deserve but too often
don't getthe best educational

suMfisrient4Mvirdepe'resonts
one speck step on a national
level to enact rng-: of:aren rte
learn mathematics a step that s
accessible to all children, rich or
poor, girls cix well os boys

Ulan Gun Coolly
Prudent
ChSdreresielevuonNkrishop

MALI MTV's methematicelsowsges an tnewsenktod by many Imam /Um*. them pendia of pvpule.
televisiim ceownwdels, celebrity punt oppearowes eft:1mm In the Weft Interviews.
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SQUARE ONE TV MATHEMATICS ADVISORS

Dr. Gerold S. Lesser. Harvard University
Chairman, CTIN Board of Advisees

Dr. Sadie Bragg, C.U.N.Y.

Ms. Marilyn Bums, Marilyn Bums Education Assoc.,Sousalito, CA

Dr. Robert Davis, University of Illinois

Dr. Richard Griego, University of New Mexico

Mr. Wayne Godwin, WKNO, Memphis

Dr. Peter Hilton, S.U.N.Y. Binghamton

Dr. Magdalene Lampert, Michigan State University

Dr. Katherine Merseth, Harvard University

Dr. Henry Pollak, Bell Communications Research (Retired)

Ms. Yolanda Rodriguez, Agassiz School, Cambridge, MA

Dr. Elizabeth Stage, University of California, Berkeley

Dr. Harold Stevenson, University of Michigan

Dr. Zalman Usiskin, University of Chicago

Ms. Nancy Varner, Detroit Public Schools

Dr. William Walton, Science Museum of Virginia

Dr. Charles Whitney, Harvard University

Dr. Stephen Willoughby, New York University

CHILDREN'S
TELEVISION
WORKSHOP

SQUARE ONE TV is o trodemori ond service Mark of Ch.lenm's Television VVodahop.
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PUBLIC BROADCASTING EDUCATIONAL SERVICES

Today, the United States sees its leadership in world trade,

product production and education seriously eroding. America has

.fallen from its position as the most literate and most competitive

country in tne world to one that is fourth in the world in literacy

and Alst in the world in economic growth. Our schools suffer from

a general shortage of teachers and a specific, critical shortage of

adequately trained science and mathematics teachers. Colleges and

universities complain about the level of academic preparation of

students entering higher education, and business and industry face

continuing problems in the training and retraining of workers in a

rapidly changing and increasingly technological society.

The irony is that the United States has never been in a better

position to address those problems, yet has failed to do so

effectively. During the past ten years, the United States has

witnessed an astonishing development and proliferation of

telecommunications technologies. Communications satellites are

used not only by PBS and other television networks and business and

industry to deliver video, voice and data transmissions, but by two

million homes which now have "backyard satellite dishes" to receive

direct satellite broadcasts of entertainment and educational

programming. Cable television now reachesover 50% of all homes

with a television sot in the United States. Home penetration of

videocassette recorders is now over 50% and is predicted to be over

90% within the next five, years. Personal computers are commonplace

both in the home and in the workplace, and fiber optics, modular

telephones, microwave technologies, videodisc, interactive ..;ompact

disc and other technologies are expanding at a rapid rate. As a

result, we can now deliver the highest quality education and

information to all our citizens, whether rural or urban, rich or

poor, at home or in the workplace. Yet despite the viability of

these technologies to make giant strides in our drive to

educational excellence and equity, our nation has not fully

employed these resources on behalf of education and training.

-1-
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Public television is perfectly positioned to use these technologies

to help elementary, secondary and post-secondary education regain

their levels of excellence and to assist business and industry in

regaining its competitive edge. In 1979, the Public Broadcasting

Service became the first broadcast system in the world to utilize

satellite technology to interconnect stations nationwide.

Satellites provided multi-channel capabilities to 314 stations and,

thus, allowed a significant expansion of the number of program

servicos that could be provided simultaneously. As a result,

public television refocused its energy on program services in

support of education in this nation.

A History of Service To Education

Since the first station went on the air in 1953, KUHT-TV, Houston,

Texas, educational television has provided services to 61ementarY/

secondary education. While the lack of adeouate funds has been

chronic since the beginning, public television has made significant

progress during the past five years in upgrading its elementary/

secondary services. The Southern Educational Communications

Association (SECA), on behalf of public television stations

nationwide, distributes over 1000 hours of instructional television

programming in its National Instructional Satellite Schedule, and

these programs are used by over 18 million elementary and secondary

students each year. Three years ago, the Pacific Mountain Network

(PMN) initiated an annual gathering of instructional television

professionals to screen new programs and address common problems.

The Central Educational Network (CEN) presents via satellite an

annual preview of the best new instructional television programs

available. The Corporation for Public Broadcasting (CPB) has

funded a number of new instructional series each year, and the

Public Broadcasting Service (PBS) has coordinated the distribution

of those programs and served as an information clearinghouse for

the instructional television professionals.

'366
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In additiopp PBS has fostered and encouraged the development of

timely and important programming for classroom use. Teleconference

projects such as the "Model United Nations" introduce students to

the major issues and players affecting the world today. A new

project involving students in the 1988 Presidential election will

bring together major national education organizations and the

instructional television system. This partnership will use

technology to increase the knowledge and appreciation of the

American democratic process among those 'tho will be our future

leaders.

Three years ago, CPB convened a distinguished group of educators

and broadcasters, called the ITV Futures Group, to examine public

television's current service to elementary/secondary schools and to

make recommendations for the future. The ITV Futures Group found

that while the quality of public television's instructional

programming and services had improved dramatically over the years,

present services had to be expanded and enhanced if they are to

have significant impact on the quality of education in the United

States. The Futures Group recommended that a number of major new

initiatives be developed by public television to provide essential,

fundamental services for elementary/secondary education and that

PBS take the responsibility of developing short and. long range

plans for the creation and implementation of those services. As a

result, CPB has contracted with PBS to follow the recommendations

of the ITV Futures Group.

Serving Elementary and Secondary Schools Nationwide

During the same period of the Futures Group study, a number of

elementary/secondary support initiatives were already in planning.

PBS uas designing PBS Ed/Sat, a new service that could deliver

teacher training and retraining, science and math education,

English as a second language, career counseling, citizenship,

global perspectives, basic skills, special live teleconferences,

literacy programming and information services directly to the

-3-
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schools via direct broadcast satellite. This project expects to

launch a demonstration pilot in 1987. CEU and the Maryland Center

for Public Broadcasting woie-creating the Software Communication

Service (SCS) that would, multiplex computer software and data base

materials throus4: L:4411 public television stations to elementary/

seomdary schools. WNED, Buffalo, New York, and WITF,,Harrisburg,

Pennsylvania, were successfully testing the systematic downloading

of instructional television programming via broadcast into

videocassette systems programmed to record automatically blocks of

instructional progamming during the 12:00 midnight to 6:00 a.m.

hours, thus facilitating flexible use of programming by schools and

making available valuable broadcast time during the day for

stations. WNET, New York, and WVIZ, Cleveland, were developing new

computer linkages between public television and schools to provide

information about video and computer procirams and their

applicability to specific curricula needs.

Serving Higher Education

Public television has also developed new services in support of

higher education. In 1981, PBS launched the PBS Adult Learning

Service (ALS). PBS ALS distributes television courses to public

television stations, which work in partnership with local colleges

to determine which courses they offer, to schedule the time of

broadcast and to promote the courses to potential students.

Colleges assign an instructor to oversee the instructional process

and determine how many college credits will be awarded for

completion of the television course. Television courses generally

consist of video programs, text books, teacher and student guides

and other supplementary materials and are produced by public

television stations, colleges and universities and independent

producers. A major boost was given to the adult learning

initiative in 1981 with a grant from the Annenberg School of

Communications, University of Pennsylvania, of $10 million a year

for fifteen years to CPB for the creation of audio and video

programming for use by higher education. During the past five and

-4-
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one half years, television courses distributed by the ALS, such as

THE BRAIN, CONGRESS: NE THE PEOPLE, HERITAGE: CIVILIZATION AND THE

JEWS, THE CONSTITUTION: THAT DELICATE BALANCE, THE BUSINESS OF

MANAGEMENT, THE NEW LITERACY, AMERICA: THE SECOND CENTURY, and EYES

ON THE PRIZE, have enrolled over 600,000 students in over 1200

colleges and univerisities throughout the nation. In the 1986-1987

academic year alone, enrollments in PBS ALS distributed television

courses is expected to exceed 180,000 students.

PBS also provides non-credit programs and services or adult

learners, including the educationally disadvantaged. In 1986, in

cooperation with the American Broadcasting Company (ABC), PBS

initiated Project Literacy United States (PLUS), an awareness

campaign about adult illiteracy. Through an energetic outreach

effort, centered at KED, Pittsburgh, some 600 local community

action coalitions were organized to recruit, train and use

volunteers and to teach adults basic skills. This same year, PBS

distributed the second Kentucky Education Television GED series,

which prepares high school drop-outs to pass a high school General

Education Dipoloma. PLUS 2 is scheduled to continue these

successful efforts in 1987-88.

Serving Business and Industry

In January 1987, public television implemented the newest of its

educational services, the PBS National Narrowcast Service (NNS).

The NNS is designed to deliver continuing education, professional

training and 'retraining, and career enh*ncement programming

directly to the workplace via satellite and microwave technologies.

The NNS provides business and industry with some of the tools they

need to remain competitive in the years ahead. Designed for

employees at all levels, NNS includes eight program tracks, and

each includes five to ten hours of programeing each month in the

following areas: Management and Supervision: Sales and Mar..etingt

Computer Literacy and Applications: Effective Communications:

Technical Skills: Live teleconferences on timely topics: and

-5-
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special prpgramming for accountants and the logal profession.

What Do These Services Cost?

Public television's investment in the development and

implementation of these educational services over the pant five

years is conservatively estimated at $75 to $100 million, and that

e stimate does not include local public television stations' yearly

operational expenses. During the next five yearn, public

television will be continuing and enhancing its current education

efforts and developing new sducational,services. The success of

these initiatives will, of course, depend upon our aggregating

adequate dollars to fund these efforts, *cu:. we are confident that

with collaborative efforts among education, the corporate and

foundation communities and public television, its will succeed. In

the next five years, it will take an Additional $45 to S50 million

per year to maintain our current level of service, to take better

advantage of our technological an: educational opportunities and to

continue the planning, implementatOn and operation of new

e ducational services. Public television and related technologies

cannot alone solve the nations growing problems in educational

excellence and equity and in industrial competitiveness: however,

they can maks substantial contributions to the oducational and

e conomic progrCse of the nation if the resources are available to

develop and maintetu systems, to provide utilization atcrials and

training and to proouc the ncoded courses, programs and services.

-6-
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Chairman HAwitnis. Thank you very much, Mr. Morris.
The next witness is Dr. Howard Swearer, President of Brown

University.

STATEMENT OF DR. HOWARD SWEARER, PRESIDENT, BROWN
UNIVERSITY

Mr. SWEARER. Mr. Chairman and members of the Committee, my
name is Howard Swearer, and I am the President of Brown Univer-
sity. I must- apologize that my Written testimony is not before ynu
now. I brought it with me from Providence this morning and the
plane was a little late and it is being, duplicated and it will prob-
ably arrive as I talk.

I am grateful for the opportunity to support the goals of H.R. 90.
In particular, I want to urge you to support new programs and give
attention to scholarship and advanced graduate training programs
in areas of national need.

I am going to talk briefly and rather informally because most of
the content is in the written testimony.

I think it is no secret that the United States is entering a period
of very serious economic vulnerability. The storm signs are already
visible. Over the last six years, we have built up federal 4.ficits of
a billion dollarsa trillion dollars. We have doubled t. - national
debt. We now have a net debtor status of $250 billion. We are the
world's largest debtor.

Our share of international trade from 1960 to 1984 dropped by
about a third of the export share internationally. We have seen for-
eign competition cut into our traditional industries of steel and
automobiles over the last 20 years. But in the last several years, we
are now seeing the competition in high technology.

In high technology, the imports and export are now about bal-
anced when we used to have a heavy edge in export in high tech-
nology

There are a number of things that you can do and are consider-
ing to reverse these trends. I am not an expert on such things as
antitrust law, but I do hope I know something about higher educa-
tion after having led a college and then a university for some 17
years.

And I think particularly initiative in graduate education is very
important for the health of this country and for our international
competitiveness. I want to refer to the 1983 report on graduate edu-
cation by the National Commission on Student Financial Assist-
ance which showed I think conclusively that graduate education
was one of the major engines which drove the creativity of this
country and led to the extraordinary period of economic growth in
that period after World War U.

The American Society of Engineers estimates that by 1990, 50
percent of the mant.".....turing positions available will be held by
highly skilled engineers and techn:cians who will service and main-
tain computers and robots which will actually do the produc-
tion.

The National S.ience Foundation believes, and I quote that,
"Technological innovation based on research and development will

3 71
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be an important, perhaps the most important factor in the econom-
ic growth of the'United States in this century."

Graduate education and research is equally important to nation-
al security, including foreign policy and intelligence interests. The
Department of Defense purchases equipment, services and research
and development from 238 different 'contractors.

The Departments of State and Defense themselves have vora-
cious appetites for graduate-trained personnel. The Department of
Defense alone employs. over 100,000 scientists and engineers, many
of them. gradua0d-trained. We have had national security experts
including cabinet officers and directors of central intelligence who
have repeatedly stressed the importance to our security. interests of
advanced expertise in the history, the culture and the language
and politics and economics of other nations.

But that same report on the National Commission on Student Fi-
nancial Assistance indicated that there were severe shortages of
adequately trained scientists and engineers. We, who try to hire
engineers and scientists to teach in our universities, know just how
tight the market is, and there are a number of engineering jobs
which are unfilled.

Moreover, about half of the graduate students in our schools of
engineering are from foreign gantries. And 30 to 40 percent of the
PhDs in physics and mathematics now are foreigners. Many of
those people stay in this country and add to the productivity here,
but many of them go back to their native countries.

Experts estimate that within the next decade and a half the
nation may need and will not have an additional 15 million engi-
neers, scientists and skilled mechanics.

There is also shortfalls in other areas. Because of lack of demand
and high educational costs and reduced financial aid levels, thou-
sands of students in the 1970s and early 1980s decided not to un-
dertake doctoral studies and to forego graduate schools.

Even now the nation lacks the scholars it needs for an adequate
understanding of the cultures and the economies of other countries
and international relations. In the humanities and social sciences,
we literally have lost a generation of scholars.

Because of the age profile of faculty in higher education, ye are
just beginning to experience an increased rate of returns which
will jump dramatically over the next decade. These retiring faculty
members will need to be replaced, and our current levels of gradu-
ate training will sinzily not suffice unless the number of graduate
students are increased dramatically at our colleges and universi-
ties, and we are going to face really very severe shortages. In fact,
they already exist in some disciplines like computer science, engi-
neering, economics and others.

Unfortunately, even as these patterns have been developing, the
level of federal support for graduate fellowships and research as-
sistance has declined from the high point of 1969 'when there were
about 80,000 federal stipends.

We need to see a substantial increase in the number of science
and engineering fellowships sponsored by the agencies of the Fed-
eral Government. We need' continued fe,deral support for b. di-
cal and behavioral scientist through the National Research 8 vice
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Awards Program, and we need additional fellowships annually for
graduate students in the arts and the humanities.

As the committee is aware, the Congress has already responded
generously to the last of these suggestions by enacting Part D, Sec-
tion 941 of Title IX of the Higher Education Amendments of 1986,
which provides for graduate assistance in areas of national need.
Unfortunately, Congressman Coleman's initiative has not yet been
funded. And clearly those of us in higher education think that it is
urgent that it be funded:

The Commission made recommendations in a number of other
areas as well. We need to increase research-and training assistant-
ships. We need to increase college work study and so on, but I will
not go into any more detail.

I do want to make one final point here. As we increase the
number of graduate students and improve graduate training, it is
terribly important to make special provisions for minorities in this
process. Women are now going on to graduate work in increasing
numbers, and I think that issue is being takt,n care of. But minori-
ties are not. Minorities make up 20 percent of the nation's popula-
tion but receive only 11 percent of the doctoral degrees. Black
Americans account for 11 percent of the population. They receive
only 4 percent of the doctoral degrees. And of the latter, about '70
percent of those doctoral degrees for Black Americans are in educa-
tion and social sciences and psychology. I think the number in
physical sciences is something like .3 percent.

And something simply has-to be done. We have an opportunity
now in the next 20 years when there is going to be this large turn-
over of faculty members in colleges and universities to at long last
bring minorities in the teaching positions in large numbers. But
that is not going to happen if they do not receive graduate train-
ing, and adequate graduate training.

Thank you again for the opportunity to testify. It has been a
privilege to share my views with you. And if you have any ques-
tions, I will be happy to answer them.

I am also happy to see that my testimony finally arrived as well
as Peter Likins.

[Prepared statement of Dr. Howard R. Swearer follows:]
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PREPARED STATEMENT OF DR. HOWARD IL SWEARER, PRESIDENT, BROWN UNIVERSITY

Mr. Chairman and members of the Committee, my name is Howard

Swearer, and I am the President of-Brown University. I am very

grateful to theCommittee for the opportunity to appear before

you and to testify in support of the goals of H.R. 90. In

particular, I would urge the Committee, in its effort to

establish educational programs designed to improve the nation's

competitiveness in international trade, to give special attention

to programs that assist scholarship and advanced graduate

training in areas of national need.

As this Committee knows well, the nation is moving into a

period of serious economic vulnerability. The storm signs are

already visible on both the domestic and international economic

horizons. Over the past six years, we have had federal budget

deficits of $1 trillion; as a result, over that period, we have

doubled the national debt. For the first time in seventy-five

years, the United States has become a debtor nation. In a

startling reversal, we nom; have a net debtor status of $250

billion, the world's largest.

When we look at the area of international trade, the

evidence of decline is, if anything, even more striking. Between

1960 and 1984, the nation's share of the world's export trade
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Testimony of Dr. Swearer--Page 2

declined by one-third. For over 25 years, foreign imports have

been cutting into the markets of the American steel and textile

industries. Now foreign competition threatens ,en the pioneer

American high-technology industries of California's Silicon

Valley. Six years ago, we exported $59.6 billion in high-

technology goods, and imported $31 billion worth of the same

goods. Last year, the comparable figures were $68.4 billion and

$64.8 billion; the imports had more than doubled. In 1986, the

United States share of world markets for high-technology goods

declined in seven of ten sectors. The damage caused by foreign

competition has been especially severe in the semiconductor area.

The American firms that manufacture semiconductors have

coll4ctively lost half a billion dollars in the past two years.

Over the past five years, these one-time "growth companies" have

been forced to lay off 65,000 workers.

that can we do to reverse these trends? Well, we can do

many things, and I know that you and your colleagues in the

ConsTess are actively exploring the available policy options, and

formulating legislation that will, we all hope, decisively

reverse those trends. Many of the options that the Congress is

considering are well beyond my competence to address. I don't

pretend, for example, to know much about proposed modifications

in the nation's antitrust laws. I do, however, know something

about education, and so this morning I would like to propose to
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the Committee an educational initiative in the area of graduate

education -- specifically, an initiative that will strengthen the

nation's capacity for advancee training and research, a capacity

that is critical to our ability to produce the experts we need in

fields that are important to the national .1.nterest.

Permit me for a moment, drawing en the 1983 report on

graduate education of the National Commission on Student

Financial Assistance, to discuss the importance of graduate

education and research to the nation. For decades, they have

been the engines of the nation's progress. Investments in

graduate education have helped to unleash the remarkable

creativity of our citizens and the entire nation has been the

beneficiary. Graduate research and education were major

springboards for the extraordinary period of economic growth that

followed World War II, and they will be critically important to

the nation's future economic strength.

The American Society of Engineers, for example, estimates

that by 1990, 50 percent of the manufacturing positions available

will be :mid by the highly skilled engineers and technicians who

serviz'e ttnd maintain the computers and robots that actually

produce tie nation's durable goods.

And the National Science Foundation believes that

technological innove.tion based ,n research and development will
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be "an important--perhaps the most important--factor in the

economic growth of the United States in this century."

Graduate education and research is equally important to the

national security, including its foreign policy and intelligence

interests. The'Department of Defense purchases equipment,.

services, and research and development from 238,000 different

contractors. Without this industrial base, its effectiveness

would be severely curtailed.

The Departments of Stat and Defense themselves have

voracious appetites for graduate-trained personnel. Over 30,000

positions in the federal government require foreign-language

competence, and half of those require advanced analytical skills

as well. The Department of Defense alone employs over 100,000

scientists and engineers, many of them graduate-trained.

National security experts, including Cabinet officers and

former Directors of Central Intelligence, have repeatedly

stiessed the importance to our securi:y interests of advanced

expe;tise in the history, culture, religion, politics, and

economies of other nations. In their informed judgment, the

maintenance of a healthy graduate enterprise is an essential

"insurance policy against the future."

3 77
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But that same report on graduate eucation of the National

Commission on Student Financial Assistance uncovered severe

problems in the graduate education enterprise. It found, for

example, serious shortages of adequately trained scientists and

engineers. Moreover, fully half the graduate students in our

schools of engineering are from foreign countries. The rate of

tkamological change in the American work place is accelerating,

and will bring with it a crisis in the technical competence of

American workers. Experts estimate that within the next decade

and a half, the nation may need, and will not have, an additional

15 million engineers, scientists, skilled mechanics, and semi-

skilled workers.

The shortfall extends to other areas as well. High

educational costs, reduced financial aid levels, and uncertain

job prospects have led thousands of students with the capacity to

II

undertake doctoral studies to forego graduate school. Even now,

the nation lacks the scholars it needs for an adequate

understanding of the cultures, economices, and international

policies of many other countries. In the humanities and the

social sciences, an entire generation of scholars may be lost.

Moreover, because of the age profile of the faculty in

higher education, we are just beginning to experience an

increased rate of retirements which will jump dramatically over

the last decade. These retiring faculty members will need to be

378



375

Testimony of Dr. Swearer--Page 6

replaced; and our current levels of graduate education simply

will not cuffice. Unless the number of graduate students is

increased, our colleges and universities will soon face severe

shortages of faculty. In fact, shortages already exist in some

disciplines. We must take a long range view of our graduate

educational institutions and set in place mechanisms that will

enable us to replace our present faculty with our best young

minds.

Unfortunately, even as these patterns have been developing,

the level of federal support for graduate fellowships and

research assistantships has declined from the 80,000 federal

stipends available in 1969.

The Commission's positive recommendations with respect to

fellowships were designed to alter these patterns. It called

for: (1) a substantial increase in the number of science and

engineering fellowships sponsored by the agencies of the federal

government: (2) continued federal support for biomedical and

behavioral scientists, "through the National Research Service

Awards Program; and (3) 750 additional fellowships annually for

graduate students in the arts, humanities, and social sciences.

As the Committee is well aware, Congress has already

responded generously to the last of these suggestions by enacting

Part D, Section 941 of Title IX of the Higher Education

Amendments of 1986, which provides for graduate assistance in

rig
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areas of national need. Unfortunately, Congressman Coleman's

initiative has not yet been funded. If it is funded, the

initiative will, in my judgment, contribute significantly to both

our economic competitiveness and our national securi6y.

The Commission made recommendations.in a number of other

areas as well. With regard to research and training

assistantships, it urged that increased federal support for

research be accompanied by an increase in the number of research

assistants in all fields, and it called for an increase in the

College Work Study program that would permit colleges and

universities to increase their own support for graduate students

engaged in research or teaching in their academic specialties.

I urge the Committee to give careful consideration to all of

the Commission's recommendations. In particular, I commend to

the Committee the Commission's suggestions that federal programs

designed to encourage graduate study in the sciences and

engineering give special attention to women and minorities.

Minorities make up 21 percent of the nation's population but

receive only 11 percent of the doctoral degrees; black Americans

account for 11 percent of the population but receive only 4

percent of the doctoral degrees. Of the latter, about 70 percent

are in education and social science/psychology. In the decades

ahead, if the energies and abilities of these groups are lost to

graduate education, the loss will be the nation's, too.
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Mr. Chairman and members of the Committee, in a very real

sense the future of the nation lies in its graduate schools.

They are the intellectual infrastructure on which both our

national security and our ability to compete in international

markets depends. This Committee and the Congress could make no

wiser investment than to provide our young people with the

support they need to take full advantage of this great national

resource.

Thank you again for the opportunity to testify before the

Committee. It has been a privilege to share my views with you.

If you have any questions, I would be pleased to try to answer

them.
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Chairman HAWKINS. Thank yu.
The next witness istDr., Pet& Likins, President, Lehigh Universi-

ty.
, I

STATEMENT OF PETER LIKINS, PRESIDENT, LEHIGH UNIVERSITY
;

Mr. Marrs. Thank lyou, Mr. Chairman. I am pleased to testify
about university research before this committee, particularly in the
context of hearings related to the competitiveness of American
goods and services in the global economy. My oral testimony can be
brief because I can leave with you a written record in the form of
reports of committees of the White House Science Council and the
National Academy of Engineering on which I have served. I will
then be available for any questions you may have.

In any era, responsible members of Congress must address the
basic questions of quality, accessibility and integrity of our nation's
systems for education and research. The current Congress has how-
ever a special responsibility in these areas because of the demon-
strable linkage between these systems and the strength of our na-
tional economy in a global context.

I understand that my specific assignment is to address the ques-
tion: "What is the condition of the research facilities and equip-
ment infrastructure in U,S. Colleges and Universities?"

As a member of the Packard-Bromley Panel on the Health of
U.S. Colleges and Universities, I must -tell you what we told the
White House Science Council. As a cumulative consequence of
almost 20 years of comparative underfunding of research facilities
and permanent laboratory equipment in American universities, the
federal government should establish for each of the next 10 years a
facilities and equipment fund in the NSF for allocation of one-for-
one matching funds on a competitive basis. This fund should pro-
vide $500 million annually, so that $10 billion will be invested in
university infrastructure over 10 years.

To avoid the boom and bust cycle that has characterized univer-
sity infrastructure funding, our panel recommended that there
should be a permanent change in the so-called use allowances for
university research contracts, recognizing that the average useful
life of university research buildings and facilities is closer to 20
years than to the 50 years currently assumed, and the useful life of
research equipment and instrumentation is more like five to 10
years than the 15 years now implied by the approved use allow-
ance.

With sensible allocations for use allowances built into every uni-
versity research contract, the federal government could reduce the
research facilities and equipment fund after 10 years to the modest
level required for true incremental expansion as opposed to replen-
ishment and maintenance of the university research infrastruc-
ture.

As you seek to understand the current state of our university re-
search infrastructure, you should refer to recent surveys conducted
by the NSF in response to the congressional mandate to collect
data on the status and condition of academic research facilities.
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A general survey is described in the NSF report, I have a copy
here, it's called "Sc Isnce and Engineering Research Facilities at
Doctorate-Granting Institutions," dated September 1986.

The results of a more well-focused surv-.*7 are available in an-
other NSF report, "Academic Research Equipment in the Physical
and Computer Sciences and Engineering," the date is December of
1984.

Now although these surveys are necessarily subject to thct inher-
ent limititions of large-scale efforts to produce simple generaliza-
tions in response to very complicated questions, they can be very
valuable if their results are used properly. Please if you do refer to
these reports take the time to go through them in detail. Resist the
temptation to draw sweeping conclusions.

For example, I urge caution in your interpretation of telephone
surveys recording opinions of the condition of research facilities,
particularly in undifferentiated as to function and measured by
such terms as "excellent, good, fair and poor."

In evaluating such surveys remember that almost any university
with a medical school receives most of its research funding from
the NTH in the medical sciences, and the infrastructure impres-
sions of the chief university research administrator will be domi-
nated by the conditions of the medical research labs.

The deans of engineering and physical sciences in the same uni-
versity may correctly report, "fair to poor" facilities, as most do,
while the vice president for research and the dean of medicine
report, "good to excellent" facilities.

If you are motivated in your inquiry by concern for the interna-
tional competitiveness of American industry, you should concen-
trate, as you read these surveys concentrate on the 1986 opinions of
the deans in engineering and physical sciences and also refer to the
1984 report which is confined to these domains, engineering, com-
puter and physical sciences.

Remember too that the most meaningful evaluations are compar-
ative evaluations, so you have a frame of reference in which to
make your judgment. Rather than ask, "How good are your re-
search facilities?' one must ask, "How good are your research fa-
cilities relative to something, relative to currently available tech-
nology, relative to those in industry, relative to those in another
country?" Rather than ask whether funds are required for academ-
ic research facilities, one must ask whether the need is greater
than the need for graduate student fellowships, or new, interdisci-
plinary science and technology centers, or continuing funding of
basic scientific research projects.

As members Pf the House Committee on Labor and Eiucation,
your frame of reference is different than from mine. You must
compare the need for research infrastructure to the need for basic
educational opportunities in the inner cities, for retraining of dislo-
cated workers, and for adult literacy programs, and your list goes
on and on, and I realize that.

Finally, as members of Congress making tough judgments in the
face of deficit reduction requirements, you must compare research
infrastructure needs to the full spectrum of alternatives, including
reallocation as well as incremental funding among your options.

70-820 0-87-13 3-83
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Of the almost $100 billion expended nationally in 1984 for re-
search and development, only about $8 billion found their way to
universities, $100 billion for R&D; of that $F, billion to universities.
That was in 1984 and the numbers have changed but the ratios
have not changed much. You have to ask whether some of these
dollars should be reallocated in order to better serve the needs of
the universities. You should also ask whether more money in total-
ity should be committed to R&D. Should the federal government
commit $5 billion over 10 years to the research infrastructure
matching fund recommended by the Packard-Bromley Committee,
or, should -this same sum go toward the superconducting supercol-
lider or the space station or the strategic defense initiative? Are
any of these programs more important than the $5 billion that is
withdrawn from college student financial aid in the President's
budget proposal for next year?

Rather than enumerate my personal recommendations for fund-
ing priorities here today, 1 woula prefer to suggest criteria by
which I believe luelt judgments should be made in this Congress,
and perhaps for the coming decade.

I have a series of three test questions to establish an investment
criteria and they are enumerated in priority sequence.

Number one, I believe that you and this Congress should ask the
question, does this investment promise to strengthen the national
and world economy within 10 to 20 years.

Number two, does this investment promise to contribute to the
physical and social health of our nation and the world within 20
years.

Number three, does this investment promise to contribute to
'human knowledge of the natural and manmade world.

Please note that these are the recommended priorities for these
challenging times, and nat for all time.e. In the prosperous 1960s we
ignored the first of these criteria in favor of the second and third,
and perhaps that reversal of order was correct for those times. Per-
haps we hope there can come a future time when our horizons can
extend beyond a brief 20 years, and the third of these criteria can
become pre-eminent; a time that we can focus on the expansion of
human knowledge of the natural and manmade world as an objec-
tive in itc, own rigbt.

But right now we have serious problems of productivity in Amer-
ica, and we must either find solutions or accept long term decline
in our standard of living relative to the rest of the world. I believe
that we can meet the challenge in the course of the coming decade,
and enter the next century in a position of restored leadership in
the generation of the world's goods and services. But this recovery
will not come quickly or easily, and it will not come cheaply or
painlessly. I must hope that our political leadership will demon-
strate the wisdom and the courage required to meet this challenge.

Thank you, Mr. Chairman.
[Prepared statement of Dr. Peter Likins follows:]
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PREPARED STATEMENT OF DR. PETER LINKINS, PRESIDENT, LEHIGH UNIVERSITY

I AM PLEASED TO TESTIFY AZOUT UNIVERSITY RESEARCH BEFORE THE

HOUSE COMMITTEE ON EDUCATION AND LABOR, PARTICULARLY IN THE

CONTEXT OF HEARINGS RELATED TO THE COMPETITIVENESS OF AMER/CAN

coots AND SERVICES IN THE GLOBAL ECONOMY.

MY ORAL, TESTIMONY CAN BE BRIEF, BECAUSE I CAN LEAVE WITH YOU

A WRITTEN RECO'D IN THE FORM OF REPORTS OF COMMITTEES OF THE

WHITE HOUSE SCIENCE COUNCIL AND THE NATIONAL ACADEMY OF ENGINEERING

ON WHICH I HAVE SERVED. I WILL THEN BE AVAILABLE FOR ANY

QUESTIONS YOU MAY HAVE.

IN ANY ERA, RESPONSIBLE MEMBERS OF CONGRESS MUST ADDRESS THE

BASIC QUESTIONS OF QUALITY, ACCESSIBILITY AND INTEGRITY OF OUR

NATION'S SYSTEMS FOR EDUCATION AND RESEARCH. THE CURRENT

CONGRESS HAS HOWEVER A SPECIAL RESPONSIBILITY IN THESE AREAS

BECAUSE OF THE DEMONSTRABLE LINKAGE BETWEEN THESE SYSTEMS AND THE

STRENGTH OF OUR NATIONAL ECONOMY IN A GLOBAL CONTEXT.
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I UNDERSTAND THAT MY SPECIFIC ASSIGNMENT IS TO ADDRESS THE

QUESTION: "WHAT IS TUE CONDITION OF THE RESEARCH FACILITIES AND

EQUIPMENT INFRASTRUCTURE IN U.S. COLLEGES AND UNIVERSITIES?"

AS A MEMBER OF THE PACKARD-BROMLEY 'PANEL ON THE HEALTH OF

U.S. COLLEGES AND UNIVERSITIES," I MUST TELL YOU WHAT WE TOLD THE

WHITE HOUSE SCIENCE COUNCIL: AS A CUMULATIVE CONSEQUENCE OF

ALMOST TWENTY YEARS OF COMPARATIVE UNDERFUNDING OF RESEARCH

FACILITIES AND PERMANENT LABORATORY EQUIPMENT IN AMERICAN

UNIVERSITIES, THE FEDERAL GOVERNMENT SHOULD ESTABLISH FOR EACH OF

THE NEXT TEN YEARS A FACILITIES AND EQUIPMENT FUND IN THE NSF FOR

ALLOCATION OF ONE-FOR-ONE MATCHING FUNDS ON A COMPETITIVE BASIS;

THIS FUND SHOULD PROVIDE $500 MILLION ANNUALLY, SO THAT

$10 BILLION WILL BE INVESTED IN UNIVERSITY INFRASTRUCTURE OVER

TEN YEARS.

TO AVOID THE BOOM AND BUST CYCLE THAT HAS CHARACTERIZED

UNIVERSITY.INFRASTRUCTURE FUNDING, OUR PANEL RECOMMENDED THAT

/HERE SHOULD BE A PERMANENT CHANGE IN "USE ALLOWANCES" FOR

386
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UNIVERSITY RESEARCH CONTRACTS, RECOGNIZING THAT THE AVERAGE

USEFUL LIFE OF UNIVERSITY RESEARCH BUILDINGS AND FACILITIES IS

CLOSER TO 20 YEARS THAN TO THE 50 YEARS CURRENTLY ASSURED, AND

THE USEFUL LIFE OF RESEARCH EQUIPMENT AND INSTRUMENTATION IS MORE

LIKE 5 - 10 YEARS THAN THE 15 YEARS NOW IMPLIED BY THE APPROVED

USE ALLOWANCE. WITH SENSIBLE ALLOCATIONS FOR USE ALLOWANCES

BUILT INTO EVERY UNIVERSITY RESEARCH CONTRACT, THE FEDERAL

GOVERNMENT COULD REDUCE THE RESEARCH FACILITIES AND EQUIPMENT

FUND AFTER TEN YEARS TO THE MODEST LEVEL REQUIRED FOR TRUE

INCREMENTAL EXPANSION AS OPPOSED TO REPLENISHMENT AND MAINTENANCE

OF THE UNIVERSITY RESEARCH INFRASTRUCTURE.

AS YOU SEEK TO UNDERSTAND THE CURRENT STATE OF OUR UNIVERSITY

RESEARCH INFRASTRUCTURE, YOU SHOULD REFER TO RECENT SURVEYS

CONDUCTED BY THE NSF IN RESPONSE TO THE CONGRESSIONAL MANDATE TO

COLLECT DATA ON THE STATUS AND CONDITION OF ACADEMIC RESEARCF

FACILITIES. A GENERAL SURVEY IS DESCRIBED IN THE NSF REPORT,

"SCIENCE AND ENGINEERING RESEARCH FACILITIES AT DOCTORATE-GRANTING

XWSTITUTIONS," DATED SEPTEMBER 1986. THE RESULTS OF A MORE

387
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WELL- FOCUSED SURVEY ARE AVAILABLE IN ANOTHER NSF REPORT, 'ACADEMIC

RESEARCH EQUIPMENT IN THE PHYSICAL AND COMPUTER SCIENCES AND

ENGINEERING," DATED DECEMBER 1984.

ALTHOUGH THESE SURVEYS ARE NECESSARILY SUBJECT TO THE

INHERENT LIMITATIONS OF LARGE-SCALE EFFORTS TO PRODUCE SIMPLE

GENERALIZATIONS IN RESPONSE TO VERY COMPLICATED QUESTIONS, THEY

CAN BE VERY VALUABLE IF THEIR RESULTS ARE USED PROPERLY.

PLEASE TARE THE TIME TO READ THESE REPORTS IN DETAIL, AND RESIST

THE TEMPTATION TO DRAW SWEEPING CONCLUSIONS.

FOR EXAMPLE, I URGE CAUTION IN YOUR INTERPRETATION OF

TELEPHONE SURVEYS RECORDING OPINIONS OF THE CONDITION OF RESEARCH

FACILITIES, PARTICULARLY IF UNDIFFERENTIATED AS TO FUNCTION AND

MEASURED BY SUCH TERMS AS "EXCELLENT, GOOD, FAIR, AND POOR."

IN EVALUATING SUCH SURVEYS REMEMBER THAT ALMOST ANY UNIVERSITY

WITH A MEDICAL SCHOOL RECEIVES MOST OF ITS RESEARCH FUNDING FROM

THE NISI IN THE MEDICAL SCIENCES, AND THE INFRASTRUCTURE IMPRESSIONS

OF THE CHIEF UNIVERSITY RESEARCH ADMINISTRATOR WILL BE DOMINATED

388
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BY THE CONDITION OF THE MEDICAL RESEARCH LABS. THE DEANS OF

ENGINEERING AND PHYSICAL SCIENCES IN THE SAME UNIVERSITY MAY

CORRECTLY REPORT "FAIR TO POOR" FACILITIES (AS MOST DO) WHILE THE

VICE PRESIDENT FOR RESEARCH AND THE DEAN OF MEDICINE REPORT "GOOD

TO EXCELLENT" FACILITIES. IF YOU ARE MOTIVATED IN YOUR INQUIRY

BY CONCERN FOR THE INTERNATIONAL COMPETITIVENESS OF AMERICAN

INDUSTRY, 7:(11 SHOULD CONCENTRATE ON THE 1986 OPINIONS OF THE

DEANS OF ENGINEERING AND PHYSICAL SCIENCES AND THE 1984 REPORT

CONFINED TO THESE DOMAINS.

REMEMBER TOO THAT THE MOST MEANINGFUL EVALUATIONS ARE

COMPARATIVE EVALUATIONS, BECAUSE THEY INCLUDE A FRAME OF REFERENCE.

RATHER THAN ASK "HOW GOOD ARE YOUR RESEARCH FACILITIES?", ONE

MUST ASK "HOW GOOD ARE YOUR RESEARCH FACILITIES RELATIVE TO

CURRENTLY AVAILABLE TECHNOLOGY, OR RELATIVE TO THOSE IN INDUSTRY,

OR RELATIVE TO THOSE IN ANOTHER COUNTRY?" RATHER THAN ASK

WHETHER FUNDS ARE REQUIRED FOR ACADEMIC RESEARCH FACILITIES, ONE

MUST ASK WHETHER THIS NEED IS GREATER THAN THE NEED FOR GRADUATE

STUDENT FELLOWSHIPS, OR NEW, INTERDISCIPLINARY SCIENCE AND

36
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TECHNOLOGY CENTERS, OR CONTINUING FUNDING OF BASIC SCIENTIFIC

RESEARCH PROJECTS.

AS MEMBERS OF THE HOUSE COMMITTEE ON LABOR AND EDUCATION,

YOUR FRAME OF REFERENCE IS DIFFERENT FROM MINE. YOU MUST

COMPARE THE NEED FOR RESEARCH INFRASTRUCTURE TO THE NEED FOR

BASIC EDUCATIONAL OPPORTUNITIES IN THE INNER CITIES, FOR

RETRAINING OF DISLOCATED WORKERS, AND FOR ADULT LITERACY PROGRAMS.

FINALLY, AS MEMBERS OF CONGRESS MAKING TOUGH JUDGMENTS IN

THE FACE OF DEFICIT REDUCTION REQUIREMENTS, YOU MUST COMPARE

RESEARCH INFRASTRUCTURE NEEDS TO THE FULL SPECTRUM OF ALTERNATIVES,

INCLUDING REALLOCATION AS WELL AS INCREMENTAL FUND/EG AMONG YOUR

OPTIONS.

OF THE ALMOST $100 BILLION EXPENDED NATIONALLY IN 1984 FOR

RESEARCH AND DEVELOPMENT, ONLY ABOUT $8 BILLION FOUND THEIR WAY

TO UNIVERSITIES. SHOULD SOME OF THESE DOLLARS BE REALLOCATED?

SHOULD MORE MONEY BE COMMITTED TO R AND D?

390
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SHOULD THE FEDERAL GOVERNMENT COMMIT $5 BILLION OVER 10 YEARS

TO THE RESEARCH INFRASTRUCTURE MATCHING FUND RECOMMENDED BY THE

PACKARD-BROMLEY PANEL, OR SHOULD THIS SAME SUM GO TOWARD THE

SUPERCONDUCTING SUPERCOLLIDER OR THE SPACE STATION OR THE

STRATEGIC DEFENSE INITIATIVE? ARE ANY OF THESE PROGRAMS MORE

IMPORTANT THAN THE $5 BILLION THAT IS'WITHDRAWN FROM COLLEGE

STUDENT FINANCIAL AID IN THE PRESIDENT'S BUDGET PROPOSAL FOR NEXT

YEAR?

RATHER THAN ENUMERATE MY PERSONAL RECOMMENDATIONS FOR

FUNDING PRIORITIES HERE TODAY, I WOULD PREFER TO SUGGEST CRITERIA

BY WHICH I BELIEVE SUCH JUDGMENTS SHOULD BE MADE IN THIS CONGRESS,

AND FOR THE COMING DECADE:

TEST QUESTIONS FOR INVESTMENT CRITERIA IN PRIORITY SEQUENCE

1) DOES THIS INVESTMENT PROMISE TO STRENGTHEN THE NATIONAL AND

WORLD ECONOMY WITHIN 10 TO 20 YEARS?

391
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2) DOES THIS INVESTMENT PROMISE TO CONTRIBUTE TO THE PHYSICAL

AND SOCIAL HEALTH OF OUR NATION AND THE WORLD WITHIN

20 YEARS?

3) DOES THIS INVESTMENT PROMISE TO CONTRIBUTE TO HUMAN KNOWLEDGE

OF THE NATURAL AND MANMADE WORLD?

PLEASE NOTE THAT THESE ARE THE RECOMMENDED PRIORITIES FOR

THESE CHALLENGING TIMES, AND NOT FOR ALL TIMES. IN THE

PROSPEROUS 1960S WE IGNORED THE FIRST OF THESE CRITERIA IN FAVOR

OF THE SECOND AND THIRD, AND PERHAPS THAT REVERSAL OF ORDER WAS

CORRECT FOR THOSE TIMES. PERHAPS THERE WILL COME A FUTURE TIME

WHEN OU- HORIZONS CAN EXTEND BEYOND A BRIEF TWENTY YEARS, AND THE

THIRD OF THESE CRITERIA CAN BECOME PRE-EMINENT. BUT RIGHT NOW

WE HAVE SERIOUS PROBLEMS OF PRODUCTIVITY IN AMERICA, AND WE MUST

EITHER FIND SOLUTIONS OR ACCEPT LONG TERM DECLINE IN OUR STANDARD

OF LIVING RELATIVE TO THE REST OF THE WORLD. I BELIEVE THAT WE

CAN MEET THE CHALLENGE IN THE COURSE OF THE COMING DECADE, AND

ENTER THE NEXT CENTURY IN A POSITION OF RESTORED LEADERSHIP IN

392



389

-9-

THE GENERATION OF THE WORLD'S GOODS AND SERVICES. HUT THIS

RECOVERY'WILL NOT COME QUICKLY OR EASILY, AND IT WILL NOT COME

CHEAPLY OR PAINLESSLY. I HOPE THAT OUR POLITICAL LEADERSHIP

WILL DEMONSTRATE THE WISDOM AND THE COURAGE REQUIRED TO MEET THE

CHALLENGE.

393
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Chairman HAWKINS. Thank you, Dr. Likins.
Let me first direct a question to Professor Dossey.
Professor Dossey, in your statement you tend to emphasize the

use of technology. In her testimony Professor White, who was not
present today made the point that in Japanese education, technolo-
gy was not emphasized or was not generally used. She made quite
a point of that.

Your testimony seems to indicate that technology is more greatly
used in American education and that we need to do even more in
the technology area.

Can you in any way reconcile those two views? I regret that Pro-
fessor White is not here today in order to give some contrast, I
think we need to resolve this rather basic difference of opinion.

Mr. DOSSEY. Yes, I think I can, and I might mention that I was
one of the principal investigators in the Second International
Mathematics Study, and that was one of the areas in which we did
take a look across countries.

It is true that in Japan that there is very little use of technology
in the schools. They do make large use yet of the abacus. And I
think a difference that may be happening there is that they spend
much larger times in their elementary schools developing mental
models which lead tomental models especially of numeration in
computational algorithms and then use the abacus in some ways
that almost replace our little use of technology.

Our survey showed that within schools at the eighth grade level,
less than one-third of the students were getting access to hand cal-
culators or computers in the classroom, and that would have been
in 1982.

There have been some more recent studies done by a Professor
Becker at Johns Hopkins University that indicates that there has
been some increase in that area.

And I think the real basic answer to the question you ask is
what effect does that technology have on student learning and
mastery of basic skills. I think that is the crux of the issue that we
are addressing.

There was a major study done in the United States a year ago.
The results were reported in the March 1986 issue of the Journal
for Research in Mathematics Education. It was a large what is
known as a meta-analysis which is an analysis of study findings of
the impact of the hand calculator in elementary through secondary
school mathematics.

It showed students who had access to that did not lose their abili-
ty to perform paper and pencil calculations. Much the same as that
a reporter does not lose their ability to write and compose because
they use a word processor.

But what it did show, and it did show across various levels of stu-
dent ability, that they made significant gains in problem-solving;
an ability to attack and solve problems.

There have been other research that have shown similar results,
and it is not to say that basic computation and understanding of
your numeration system is not still a basic goal. But it is one that
can be both supported and extended into application by use of tech-
nology in the classroom.
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So I think that the difference is that neither have had that expa
sure in the past, and it may be a way in which we can help move
significant portions of our society forward.

Chairman HAWKINS. Thank you.
As far as the data you submitted is concerned the charts showing

international comparisons, may I ask whether or not these same
comparisons existed prior to World War II. These are comparisons
in which the United States certainly shows very badly, is this a.
phenomenon of recent origin. Just how recently have we begun to
do so poorly?

Mr. Dossm. These comparisons come from the 1980-82 school
year, and the study compared student growth across that entire
year with pre- and post-testing as well as information on classroom
performance.

I might add that this was the Second International Mathematics
Study. It's carried out under the auspices of the International Asso-
ciation for Evaluation of Educational Achievement which is a
group of national research centers internationally.

Within the United States, it is housed at Columbia University,
but in most countries it would be in the Department of Education.
This study was funded by the then NIE and the National Science
Foundation, Center for Education Statistics within the U.S.

As I said, it was the second. The first such study was carried out
in 1964. The results at that time showed that we were dead last,
but it was only among 11 countries. We have not improved our po-
sition relative to any industrialized country over that period of
time.

Comparative growth on items that were similar in both studies
showed that we have actually decreased in levels of performance at
higher level thinking skills in the 17-year period between 1964 and
1981. It did show at the twelfth grade level changes in curriculum.
Most noticeably, the addition of some calculus content to the cur-
riculum. We have had a modest growth there, but not statistically
significant growth.

Chairman HAWKINS. In other words, your answer, the gist of it is
that we are not improving- -

Mr. DOSSEY. Right.
Chairman IlAwimis [continuing]. According to the data and

maybe in a sense falling behind.
Mr. DOSSEY. If I could add, whenever you make that comparison

of a significant drop at the eighth grade, you are talking about all
of the students, essentially 100 percent of the student population.
Whereas when you talk at the twelfth grade, you are only talking
about the technical group.

Chairman HAWKINS. Mr. Morris, one question of you. This com-
mittee has been greatly concerned about the dislocated worker.
Some studies indicate that many of those who were displaced due
to plant closings and technological innovations were reading at a
very low grade level; sometimes below the seventh gri; a level. We
are talking about individuals that in many instances have been in
industry for a decade or more earning substantial hourly wages.
They are really not the individuals who would be inclined to go
back to school or to become embarrassed by publicly learning how
to read and to function adequately.

4,0.2
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In discussing educational TV, I was wondering whether or not
there is a great possibility of providing some type of education to
such individuals so that they could learn how to read without being
visible and without, being embarrassed.

Mr. MORRIS. Yes, sir.
Chairman HAWKINS. Would you expand on that possibility? Do

you think that such an idea could be let us say included in the pro-
posal before the committee?

Mr. MORRIS. Yes, sir. We have now a series that we are running
in Mississippi. We run two lessons a week and we repeat the
lesson. We run it early in the morning, at noon and late in the
afternoon, at night after the prime time, and then we run it on the
weekend. We have found that those are the best two times.

And the whole idea of that series is to motivate people to learn
to read and every newspaper in the state is printing that schedule
daily. This series was made in Detroit, Michigan by an ABC affili-
ate there. They worked with us on a literacy project and they got
together this series. It is going nationally and they are going to try
to get as many stations in the country as they can to motivate
people to learn in the privacy of their own home so that they will
not be embarrassed, and then they can reachif they take this
course, they will be able to read about the fifth grade level.

And if you can read to about the fifth grade level, then you can
pick us) on the GED, which there is a series television and we work
with the state departments, with local schools, et cetera. These
people will then come in, and besides that, we have a tutorial pro-
gram where everybody is urgedwe have a series of problems
where we teach people to teach people to read, average citizens,
housewives, anybody interested in teaching somebody to reach we
have this. And it uses a scientific method, but we teach them the
rudiments of it by TV and they go out. This is being done in many
states.

And then they can go from that to this. But part of this is teach-
ing someone who is embarrassed and getting it in their home. Now
it is going to be hard to track numbers because people are not tell-
ing you that. But you will notice it when they begin to come in the
tutorial program, when they come in to the GED programs, et
cetera.

But make no mistake, besides the workers, besides all those dis-
placed people, there are others. We had a case of a truck driver
who went all over the country driving an 18-wheeler and he took
his cousin with him to read the road signs. He could not even read
the road signs. And there are sad, sad tales like that, and it is hard
to imagine someone who cannot read. And this program will do
that.

We have jumped the gun in Mississippi, and we are running it.
We think it is going nationally. There will be a move in April to
try to get other stations, not only noncommercial stations, but com-
mercial stations as well, and we ballyhoo it. The newspapers print
the schedule daily free of charge, and that effort should show some
fruit.

And if I could digress just a moment. In the Mississippi experi-
ence in the teacher, in the question that you asked just before. In
Mississippi, we did not have the math teachers. We did not have

403
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those kind of teachers and technology was a way of doing it. Noth-
ing replaces a good teacher, it is true. But at the very low levels of
the economic situation where schools are just strapped. They have
no art teacher, they have no science teacher, anything they can get
is helpful.

And we think that we have made a contribution in Mississippi
because the grade levels are coming up. The State Department, and
we have worked very closely, and we connect our television educa-
tional programs to the curriculum of the state so that if it is-on the
air, it is part of the textbook; it is part of the thing. And if you
connect it that way, then it has a bearing, and with a correct
lesson plan and check with a teacher who is not an expert in this
area, you can make some progress. And then when they get to the
other areas, they will do that.

Chairman HAWKINS. Thank you.
I have other questions of the other witnesses, but my time is up.

Mr. Coleman.
Mr. COLEMAN. Thank you, Mr. Chairman.
I thank all of you for appearing this morning on this important

panel. Professor Dosser, is it Dosser?
Mr. DOSSEY. Dossey.
Mr. COLEMAN. Dossey.
Mr. DOSSEY. Like bossy with a D.
Mr. COLEMAN. All right. I wonder if in your study that you have

given to us, if absolute numbers would get us a better presentation
of what we are in a competitive factor. In other words, if we had 5
million students and 10 percent of them were in the highest catego-
ry, we would have 500,000 top flight people compared to Sweden,
let us say they started off with maybe ti0,000 students and in the
top 10, it would be 5,000.

Do you have any of the absolute numbers and how do they stack
up?

Mr. DossEY. I cannot give you that information directly from the
top of my head. I can get back to you in writing on that. I could
give you a feeling that onlywell, at least 50 million adults have
not achieved, in our population have not achieved the intermediate
algebra level which would be essentially the end of the ninth grakle
in our population. That is one of the projects I know that was made
from that data.

Now I would have to go back and have those calculated and get
back to you, but I do know that one piece of data.

Mr. COLEMAN. Is there any information on Eastern Bloc coun-
tries? You compared them all to the Western countries.

Mr. D6ssEY. The only Eastern Bloc country that is involved in
this study is Hungary, and if you notice that they fall near us in
those distributions.

I might mention though in the case of Hungary, they retain 100
percent ofexcuse me. They retain 50 percent of their students to
the twelfth grade level in their education system, but the entire
100 percent of that 50 percent are all students who are still in
school at that age are in that mathematics group which to some
degree draws that performance level down.
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We have belief that other countries have taken the test, but that
data has not been released. In the first study, West Germany par-
ticipated, but they did not participate in this study.

Mr. COLEMAN. And I would also like to say that Dr. Swearer's
remarks about the graduate programs are right on point, Mr.
Chairman. I think with the emphasis that he made in his testimo-
ny regarding the number of students who are foreign students in
our engineering programs and graduate programs, that what we in
fact are doing are training in our fine institutions the next genera-
tion of people in the world who will out-compete us for the next go-
around when we are here 20 years from now asking why we are
behind.

That is not the issue. The issue really is why we do not have our
people sitting in those classrooms. And from that standpoint, I
think it is important to consider the graduate program that you
and others supported with me last year in trying to get it funded
and trying to get in on the competitiveness issue, because it is so
important that we not leave our own people behind. The reason
our citzens are not going into those classrooms is that they have
staggering loan repayments and debts staring at them. It is much
easier to avoid accumulating large debts and make a good living on
the outside, and I think that is what we are trying to stress.

So I thank Dr. Swearer for his testimony and him being here
today and the comments that he made about the Graduate Assist-
ance in Areas of National Needs Program.

I would ask him to address another issue which he did not touch
on, which is a concern that we have in the graduate area as well,
and that is the impact of the new tax bill which requires the tax-
ation of stipends and fellowships of some of our graduate students,
and what that means and what the impact is of such taxation.

Mr. SWEARER. I am glad you asked, that question, because it is a
very serious matter. The Tax Act last year, whether deliberately or
not, taxed the stipends of graduate students, and you could say,
well, that ought to be expected. Why should they not be taxed, you
know, you are getting a very low stipend, maybe $5 or $6,000 or
$7,000. But the fact of the matter is it also includes tuition remis-
sions. So if tuition is $10,000 or $11,000 say, the tax is not just on
the stipend of the $6, $7, $8,000, but on the tuition remission as
well. So all of a sudden you are beginning to have tax on $20,000,
and graduate students do not have that kind of money.

So at one time we are trying to provide more funds, get more stu-
dents to go into graduate work to meet the national need, at the
same time we have a Tax Act which is discouraging them from
doing so.

Mr. COLEMAN. What you are saying is that you actually could
owe more taxes than you are getting. I mean you would be paying
out-of-pocket taxes to accept a stipend because of the nonmonetary
type of

Mr. SWEARER. That is right.
Mr. COLEMAN [continuing]. Portion of the stipend.
Mr. SWEARER. Exactly. And it is a very serious b'isiness.
There is some attention in Congress now being paid to it, but

whether it will be corrected in time to help for this year, I am just
not aware.

405"tj'e,
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Mr. COLEMAN. So this issue of farming graduate stipends and fel-
lowships are just going to accelerate the problem.

Mr. F3WEARER. Yes.
Mr. COLEMAN. Well, I thank all of you.
I thank you, Mr. Chairman, for these hearings. I think that

whatever we draw up for our competitiveness part of the overall
omnibus bill, I certainly want to stress this cov.iponent because this
is where the real payoff comes in our ability to be competitive for
the next 10 to 20 years.

Chairman HAWKINS. Mr. Coleman, may I ask you to describe the
problem with the funding of the initiative that you had put into
the higher education act.

Mr. COLEMAN. Well, the final product was that we had to fund
Javits and G-pop at a set level before we receive any funding in
this part. So what I am hoping we might do in this legislation that
we are developing is to decouple that funding trigger so that this
can stand en its own and be funded immediately. That is one of the
things I think we could accomplish.

Chairman HAWKINS. Thank you. I hope you will remind us of
that later.

Mr. Williams.
Mr. WILLIAMS. Thank you, Mr. Chairman.
Gentlemen, I too am glad you are here. Your counsel is very

helpful to us as we move to try to resolve some of these matters.
Each of you mentioned in different ways the very serious economic
vulnerability of America as we move into the, remainder of this
decade and the remainder of this century. That appears in very
vivid ways to us; such as the decline of Made and the erosion el
manufacturing capabilities. Many you also spoke of the increas-
ing need for a labor force that has skills honed in a different way
than the labor forces of the past.

It seems to me that part of the difficulty with regard to that
latter problem, that is, an appropriately skilled work force, lies in
the fact that America is wasting so much of its potential talent be-
cause there are so many hundreds of thousands of students a year
who do not go on to college for one reason or another. Most of them
are low income or minority Americans. That is the great waste and
abuse in the federal system.

We simply must tap that unused talent if we are going to suc-
cessfully compete in the world. We have got to get that human cap-
ital in the bank.

My request to you is, give us your kind of nutshell, your best
ideas for us. It is not that the federal government has not tried,
with Pell grants and all the rest, but there is still an enormous
amount of that capital not being properly used. What do we do?
How do we get those low income and minority people to take on
this education and arrive at these professions? Anyone, please.

Mr. DOSSEY. One of the things that I would suggest, and in the
competitive bill you speak to summer workshops. And I think that
some of those workshops could be targeted to developing skills of
minority teachers in the new and emerging applications of mathe-
matics and sciences to the work place. Until we have role models
for students fromwell, black, hispanic, American Indian popula-

6
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dons to name a fewto emulate and to see as people who have
been successful, I think we will make very little progress.

I think, secondly, and there were initiatives, both in the House
and Senate a few years ago to deal with having business support
for teachers from minority groups during the summer to keep
them in the classroom and to also help keep them competitive.
That would strengthen their ability to bring that instruction, and
not only minority teachers but other teachers, to students from mi-
nority groups.

I think we have to establish and strengthen our teachers who
work with those students, because in many cases there is not equal
access of students to quality instruction within the United States.

At the same time we just protect those teachers, and that comes
to a financial protection from being pulled off from education and
into industry, because industry also is looking for role models. And
what we have found, or at least within mathematics, is that the
teachers and staff who work in those areas who are very successful
have the same skills that businesses wish to have in those areas,
and the salary differential sometimes is a factor of two or three.

Mr. Dims. If I may add to that, I would extend Professor Dos-
sey's endorsement of the support for minority teachers to the col-
lege level. That means there must be every possible mechanism ex-
ercised to draw minority students, especially blacks and hispanics,
into doctoral studies and through those doctoral studies into facul-
ty life.

Echoing President Swearer's earlier suggestion, we must draw
upon the talents that we find and nurture them, induce them if
necessary, to pursue thei7 education to the highest level at which
they are able, and to become faculty members in this next genera-
tion.

If we do not succeed at that level, we will ultimately fail at the
student level.

Mr. MORRIS. If I could get a little bit more basic. The real reason
this country is behind, in my opinion, is we do not place a high
enough priority in our whole society all the way across the board
on education. Education is not our number one priority in this
country.

A school teacher does not make the amount of money they could
make driving a truck, or being a plumber, or something else. We do
not revere and honor our teachers, and the children know that.
They go to school and they say why the heck would I want to be a
teacher.

When I was in school they expected a teacher to be God and the
role model in every kind of life there is. Europe does not do that.
And if you are in Germany or Japan and you are in school, you
work, and the teachers are venerably honored. And that is our
basic problem with education.

Now the Congress cannot do all these things, so it must do the
problems that each one of these gentleman has talked and the
other things that are tried, and Congress has tried. But until edu-
cation, not just one level of education but until education is recog-
nized by most of the people in America at least as important as de-
fense, we will not have a good economy, we will not have a good
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defense because a guy sitting in a tank who does not know how to
read the instruction book is not going to do it right.

And one of the programs we have produced called "Functional
Illiterates" just around the corner has been sold to the Armed
Forces, all of them; the Air Force, Coast Guard, Army, Navy, and it
is to teach these people to read. They all have high school degrees,
but they cannot do the things that the Armed Force needs them.

So I think the basic problem in this country is education at all
levels is not recognized by our society at a high enough level. We
do not pay enough, we do not do enough and there are pockets of it
where you try, and I usually charge when I preach this way.

Mr. WILLIAMS. How are bond issues and mill levies and the like
doing in your state? Are people down there as committed to educa-
tional excellence as you would like?

Mr. MORRIS. Some are, Some are not. In the city of Jackson
Mr. WILLIAMS. A majority though; is it a majority? How are the

bond issues and mill levies doing? That is the
Mr. MORRIS. In the cities, the lerger population areas, Jackson,

Biloxi, so forth, Tupelo, they pass bond issues, they have comput-
ers, they have television, they have the tools it takes, they pay
their superintendents well, they pay their teachers well.

But when you get away from that tax base to the smaller tax
base, they do not pay as well. The state itself spends a large pro-
portion of its income on education. Now whether it is always doing
right in every single instance, you cannot say. But television start-
ed trying to make education better than it was. We were on the
bottom and the expert says this is a way to do it cost-effective since
we do not have all these other things. But there is a genuine com-
mitment in the legislature, among the business leaders toward edu-
cation.

A group of businessmen went together and bombarded the legis-
lature this session for more money for higher education. Higher
education is losing teachers to other states. Our programs, doctoral
programs and all those are hurting. Our dental school, or veteri-
narian school are all hurting, so the business people went together
to get this. There is a commitment. To say that everybody is that
way, it is not. Some people just do not want to pay and do not care.
There is one program where we have people call in and ask their
legislature questions, and one gentleman called in and said no
taxes, no time, for no purpose.

Mr. WILLIAMS. Thank you, Mr. Chairman.
Chairman HAWKINS. Dr. Swearer, I have been advised you have

a plane connection.
Mr. SWEARER. Yes, sir.
Chairman HAWKINS. If you have an urgent need to depart, we

will kindly excuse you. But if you have some additional time, we
would like for you to stay.

Mr. SWEARER. I appreciate that, Mr. Chairman. I do have a 12
o'clock flight, but I would like to say one word. Too late. I will
anyway

Chairman HAWKINS. We will give you the time
Mr. SWELRER [continuing]. In connection with this question.
Chairman HAWKINS [continuing]. For a statement.

. . ..
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Mr. SWEARER. There is a lot of work to be done and there are no
simple answers. I think the country has been seized of this issue of
primary and secondary education. I am delighted to see in one
state after another led very ably by the Education Commission of
the states, all kinds of work going on at the state level.

There is also a healthy development, I believe, where a number
of universities are once again getting engaged with what is going
on in the secondary and primary level with various kinds of insti-
tutes, bringing together college faculty members and high school
and primary school teachers, and this is not limited to departments
of education or schools of education, but across the board.

We are doing it in Rhode Island, Yale is doing it in New Haven. I
am sure you have things going.

Mr. LIKINS. We are.
Mr. SWEARER. So vou are seeing one university after another,

public and private, taking seriously its respe:aibilities to once
again become engaged in secondary and primary education when
for many years we were not very heavily engaged. Hopefully that
will have a long run payoff.

Again, I appreciate being here before you, and I apologize for
leaving early, but I must catch this plane.

Chairman HAWKINS. Thank you.
Mr. SWEARER. Thank you.
Chairman HAWKINS. Thank you, Dr. Swearer.
Mr. Grandy.
Mr. GRANDY. Thank you, Mr. Chairman.
My question is for Dr. Swearer. [Laughter.]
But I will redirect it to Mr. Likins.
Chairman HAWKINS. Could you submit it in writing and we could

ask him to respond in writing?
Mr. SWEARER. Peter Likins knows everythiiv I know.
Mr. GRANDY. Sure.
It involves the testimony concerning the need for the number of

science and engineering fellowships sponsored by federal agencies.
Both of you mentioned and refer to fellowships, redirecting dollars
for research and development and creating a cadre of more highly
educated scholars.

What I do not hear in this testimony, and what I am concerned
about, is where the private sector fits in. Traditionally there have
been grants and fellowships. Is that diminishing now? Is it increas-
ing? Are they aware of the diminished competitiveness that would
directly affect corporate life?

Mr. LIKINS. Of course they are. They are acutely aware. They are
much more involved with us in the agonizing examination of there
concerns than they have ever been in my experience through the
Business Higher Education Forum most notably, through the
Chamber of Commerce. In many, many different fora, businessmen,
educators and often times also congressmen have been sitting down
togetner to struggle with these questions.

But you must understand that if you are running a company
while you are prepared to pay your taxes and you are prepared to
volunteer your people and you are prepared in a variety of ways to
make investments that are focused and that have a prospect of
return to your company, you cannot as an individual company

4 0.a=1



406

assume the obligations of the society individually. You must do
that collectively.

You might join an industry-wide consortium in the semiconduc-
tor field and fund some research and development in universities
through that consortium, because then all of the participants in
the industry are in some sense taxing themselves and generating a
return to themselves.

But the importance of the return to any private sector entity
simply must be acknowledged. That is the nature of our system.
When tliere is an investment required that has not only a long
term return but a diffused return, one that goes out pervasively to
the society as a whole, then most corporate leaders would say to
you that is a proper role of government. And if it tekes taxes as
the mechanism to generate the resources to accomplish that objec-
tive, so be it.

I have in the last several years sat around the table, I cannot tell
you how many times in various committees and commissions end
panels and so on with combinations of corporate people and univer-
sity people, an,' these are I must say corporate people who have a
national perspective and a concern for the problems c".,7 society. And
repeatedly these people, conservative business people, have insisted
that there cannot be an abdication of responsibility by government
and an expectation that the private sector will somehow step in
and fill the void. It will not happen.

Mr. GRANDY. Please don't misunderstand me. I am not suggest-
ing that it should. I am wondering if we are limiting our options by
not providing more incentives to the corporate sector to retrain, to
provide more fellowships, and perhaps to form these consortia that
you are talking about

Mr. LIKINS. Well, that I would
Mr. GRANDY [continuing]. To aid and abet higher education and

train the generation that is now missing.
Mr. LIKINS. Excellent. There are many things government can do

that will facilitate industrial corporate participation in the solution
of these problems in the universities. For example, R&D tax cred-
its, OK?

Mr. GRANDY. I am not familiar with all of the ramifications of
that sector of the bill. But when we are talking about R&D, do
training and offering fellowships, fall under that general category
of R&D?

Mr. LIKINS. It can but that is a question of detailed structure.
Understand that in our university system in America and contrast
to that in many nations of the world, education and research are so
intertwined as to be inseparable. And when we put corporate
money into the research laboratories of the universities, we are
strengthening the training o: education programs. We are provid-
ing graduate students as well as research faculty with an opportu-
nity to work with modern technology so that when they step out of
the university into the industrial commuLity they will know what
tools to use, and they are current and modern and able to them-
selves be competitive.

So I do not like to see the kind of sharp differentiation at the
university level between research and education that we sometimes
see. We can more realistically expect private industry to irvest in
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research than in training. More realistically expect them to
commit to instrumentation in the laboratories than fellowships for
graduate students, although there are notable examples.

I am at Lehigh University and General Motors has at Lehigh
over the years funded doctoral level fellowships with the objective
of training young men and women who will go on and become uni-
versity faculty. There are those occasional selfless corporate poli-
cies. Exvin had such policies. IBM has sponsored such programs.

Bt jou must understand that that is going to be the exception
and that is going to be the response of a very large corporation.
Bell Labs has done a lot of that over the years. A very large corpo-
ration that has such a large role in the economy of the society that
they feel that they get a return on their investment.

Mr. GRANDY. I guess I am hearing you say that you do. not feel it
is wrong to think about seeding their interest a little bit by provid-
ing incentives for them to offer retraining, and perhaps contribut-
ing to that talent pool.

'Mr. Lams. That is correct. I agree with you. You simply must
understand the need to structure situations in which they are en-
couraged, induced, rewarded for participating in education. and re-
search in the universities.

Mr. GRANDY. Thank you
Mr. Morris, one question for you. I am intrigued by the use of

Mississippi ETV and I ,wanted to ask you one thing. I understand
and have seen how helpful television can be in reinforcing and
training basic skills. But when you say that it has the capacity to
assist in training for industrial competitiveness and should be en-
couraged, are we talking about job retraining here? Can that be
done via television?

Mr. MORRIS. Some of it can. But if you cannot read and wrte,
you cannot do anything anyway. And some of these people are that
basis, and you really have to get to it and TV starts that and then
it can go all the way up to.

And let me segue that into a point of when children are 8 to 12
years old, they are being formed in what they are interested in,
and you need some role models and you need some input, and IBM
and some companies are helping support things like this math pro-
gram, Square 1, 3-2-1 Contact, like that, and it can help move chil-
dren in the area of math and science.

But in the area of training for industrial, we tried a number of
things, all the way from training workers to be supervisors via only
TV. Oklahoma has gone into the plants and other places have tried
this. If we can think of it, we will try it.

And we have tried, to, in the competitive sense, the education of
the children and of the people all the way up through graduate
school is what is going to affect our economy. And if we have got
children that drop out, if we have got them that are not prepared
that do not want to go into the things we need, math, science, lan-
guages and all of those things. So anything you do in this area
helps move it in that direction.

I can give you a long,list of programs and with every program we
have got, we do a study on it. We have goals for that program and
how it works. And we have done some research. Research is expen-
sive, but we have had classroom situation. We have now a math
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program done by AIT and we are testing two groups, one with TV
and one without, and we are doing it through Mississippi State
University, and it will be a scientific setting, and it will show
whether or not the televisiOn did better or worse. And you can
apply that.

But one of the biggest needs is the functioning illiterate people
and that varies all the way from cannot read to can read a little bit
to do not care to, you know, all the way up. And every time you
light a little spark in there in any one of the programs, you have
done some little bit of good.

But what we reallS, need to get off the bottom is to have a train
of 'education be important from the child's home life to kindergar-
ten, on through school, on through whatever level that their intel-
lect will take them, to the graduate schools. And we need to have
money for people.1 have got two kids going back to college, and as
soon as they get out they are going to be broke for 10 years paying
back the loans from a bank, because I cannot afford to send them
all: So this all hurts.

But all of theie programs in science and so forth, all of the
things that have put this country up so that Russia can steal every-
thing we have got, excuse me French, but all of these things that
have made us that way have started with our education.

I do not know if I answered your question or not.
Mr. GRANDY. Actually I want to follow up on something that the

Chairman addressed in his questions, and- that is cushioning the
shock for somebody that has to go back into the work force. In my
case I am referring to dislocated. farmers, and their wives who may
be returning to the work sector for the first time since leaving
school.

Consider also the use of television. Being on the Agriculture
Committee, I am thinking of the dollars that are being pulled out
of the Extension Service that might be redirected toward a televi-
sion or telecommunication capability through a renewed Extension
Service to help in retraining in a sensitive manner. It is very diffi-
cult, of course, for someone whc-has.been in agriculture, to come to
grips with a sagging agricultural economy.

Do you see a rol for television. there? Do you see a means to
help the whole family restructureand ,-etrain?

Mr. MORRIS. Do not think of television as being just over-the-air
broadcast. If you broaden it tr, tciecommunications, yes. You can
tie a computer to a television-set, to a video tape recorder and have
interactive training.

Federal Express in Memphis, Tennessee came to us and we now
have a program where they train in everyone of their different jobs
with this thing. The person that is going to be trained has.a book,
they read it and then they talk to this machine and the machine
tells them through the computer interactive video disc, they tell
them they did not do it right or they did, and it is motivational,
too, working with the computer and the television tied together.

There are just all sorts of innovations that you can do to do your
job whether it is agricultural, industrial or what. It takes a little
money to put these things together. Some you can do over the air,
some you can do on subcarriers, some you can do in different ways.
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But,, yes, there is a role, but somebody has to put that together.
Research department of the university, a state department of edu-
cation, a local community. Wisconsin has done a lot of things with
computers and television, making them work back and forth. And
the imagination of a Person who wants to do this can make it
Work. There is a role to play.

Mr. Lawkrs. May. I extend that response?
We have an educational technology program at Lehigh Universi-

ty and it has been our experience that, as Mr. Morris says, the
interactive video experience is a .much more effective learning ex-
perience than broadcast television. Of course, it is also more expen-
sive. So there is a proper role for broadcast TV. But when you con-
duct measurements of the learning process, you learn very quickly
that the passivity of the .receiver in,broadcast television is an enor-
mous obstacle to learning, especially if that is an adult who has
been watching television paisively for years and is accustomed to
tuning out most of what he or she hears or sees.

It is important to somehow engage them, engage the learner so
some kind of interaction with as rapid a feedback as can be
achieved 'is strongly desirable.

Mr. MORRIS. There is. enough work for all of us really.
Mr-GRANDY. Thank you, Mr. Chairman.
Chairman HAwKINS. Mr. Owens.
Mr. OWENS. Maybe the answer to my question is contained some-

where in some of your testimony, but I would like to see if we can
simplify it.

Just in terms of volume and, Dr. Likins, I think you pointed out
that it is useful to make comparisons with something and I will
just talk about achievements in general terms. In terms of volume,
how does our production of scientists, technicians, engineers com-
pare with the production of scientists, technicians, engineers and I
might add linguists also, which is also important, in the Soviet
Union or Japan? Can you summarize that? Is it 2 to 1 or 10 to 1?

Mr. LIKINS. There is a joke that goes around that says that the
Japanese produce four times as many engineers per capita as we
do in the United States, but that is all right because we have seven
times as many lawyers as they have.

I am not sure those statistics are precise in either event, but they
are approximately correct. Four times as many engineers per
capita come out of the Japanese educational system as the United
States.

Mr. OWENS. Wnat about the Soviet Union?
Mr. LIKINS. I do not know, and I think that the answer would

require careful interpretation. There is a much higher fraction,
that is to say, much higher production of engineers per capita in
the Soviet Union than, in the United States. But what is an engi-
neer? That is a question that you have to resolve, and you cannot
take it for granted that you get the same answer in two different
cultures.

In most cultures, European or even in emerging developing na-
tions, there is just a higher priority attached to mathematics and
science, to quantification in learning than is the case of the United
States. We have a kind of predominantly verbal tradition.
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Mr. OwENS. What about linguists, do we excel in the production
of linguists and foreign language experts--

Mr. 1..incnqs. NO, we' do not.
OWEtilf r [continuing]. Foreign cultures?

Mr. LENS. I have just said we have a predominantly verbal tra-
dition, and I will :Stand with that, but because we have been phys-
ically isolated in this once large, now increasingly small world, we
have not developed a pattern of skills in other people's languages.

We have. strong linguists in the sense of linguistic departments
in the most prestigious of our universities, but we do not have a
pervasiVeness of familiarity with other people's languages.

Mr. OWENS. You have no idea-how the numbers compare.
Mr. LnuNs. I cannot quantify it. Perhaps others can.
Mr. OWENS. Anybody have any idea of- how the numbers compare

in terms of the number of Japanese language teachers being pro-
duced, English language teachers? Let us narrow it down.

Mr. DOSSEY. I cannot respond with respect to the number of Jap-
anese English language teachers, but I can give you some data
from Professor &Lac Verza, who has testified here before from the
University of Chicago, who has just completed a study of the pro-
ductivity of Russian school, secondary schools and our schools.

At present they are outperforming us in bringing students
through the study of calculus at the advanced placement level. If
you are familiar with the advanced placement program run by the
College Board, at a factor of 10 to 1. They are training somewhere
in the neighborhood of 600,000 students per year through integral
and differential calculus by the end of the eleventh grade. We are
bringing essentially 60,000 students to that level by the end of the
twelfth grade.

So not only are we behind in a temporal sequence, we are clearly
behind in a quota sequence.

Mr. OwENs. Is. our ,education- suffering from a long entrenched
attitude or philosophy, unspoken maybe, of elitism where we did
not aspire to produce many people in those areas?

Mr. LIENS. I do not believe that is characteristic of our educa-
tional system. I think quite the opposite is the case. In most other
cultures of the world, there is not the commitment to access to edu-
cation that we find in our own society. Certainly that is true at the
post-secondary level.

Mr. DosszY. I might add to that. In the, international study, just
to make a few points that are kind of global findings, was that our
curriculum in the United States in mathematics, and I think the
same could be said for science although that study's results have
not been formally released yet, they should he out within a year,
show that our curriculum somewhat is adrift.

There is a lack of consensus of grade level placement, on stu-
dents, and that is due to the fact that educational goal-setting is a
local option, or a state option at best in the United States. That our
elementary schools as well as our secondary school programs are
crammed with mandated programs that try to address every soci-
etal ill and every ill that 'can be pushed through a legislature, and
there is very little focus in the elementary grades on the core cur-
ricular areas.
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As a result of that by the time students have reached middle
school, they are already a full year behind their colleagues on the
international educational scene.

There was no data, and I emphasize this, there was no data in
looking at the cross-sections at the eighth and twelfth grade levels
that would indicate that our teachers were less .prepared in subject
matter material, nor were they less prepared in specific prepara-
tion to teach mathematics than their colleagues at the internation-
al level.

However, they taught more hours per day. They had slightly
higher student loads m terms of the number of students they had
to deal with a day. In other words, the context in which they deliv-
ered that instruction put more loads and demands upon them both
in terms of preparing for numbers of classes and numbers of stu-
dents to interact with.

And I think that those are some of the issues that have to be ad-
dressed if we are going to make some changes. Getting a national
consensus, getting support for the teachers in the classroom and
for the conditions in which they have to deliver that instruction,
and finally, recognizing that mathematics, reading, communication
skills and science are very core and central areas of even elementa-
ry school programs.

Mr. LnaNs. May 'I return to the elitism question. It concerns me.
You must recognize that in Japan and in those Western European
nations that I am familiar with, the educational system differenti-
ates among talents in a way that ours does not, and determines
who gets to go on.to college and what kind of college in a way that
our system does not.

We have made a commitment in our society that I think we
would all endorse and feel deeply committed to, the commitment to
access, the commitment to permitting all of our young people, at
least in theory, to advance their education to the limits of their ca-
pacity.

In other societies that commitment is not there. And so a great
many young Japanese kids get out of the counterpart of high
school and do not get to go to universities. They failed in their tests
and do not get that higher education that we insist is at least theo-
retically the birthright of all Americans.

Now I think in the last 20 years we have backed away in fact
from that commitment that was once a shared objective of Ameri-
can leadership. But still the educational system in America is con-
structed for the purpose of serving all of our people. That is not
true in Japan, that is not true in Europe.

Mr. OWENS. But we have only ,a limited number of places at our
world class schools. Twenty top colleges and universities have a
limited number of places, which leads me to my next question
about national standards. I think all of you have recognized in your
testimony that we have to deal with this problem of education from
the cradle to the grave. You cannot just talk about higher educa-
tion, or retraining, people who are thrown out of work, that we
have got a problem from one end of society to the other.

Should there be national standards similar to the kind of stand-
ards you talked about with respect to the laboratories and scientific
equipment, or should we have standards which sort of give us some
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idea as citizens what the effortwhat effort is being put forth as aresult of the dollars we put into a system?
For example, in New York City I think that the amount spentper pupil is about as high as it is in any large city. We spend agood bit of our money in the public school system. In the public col-leges and universities, some of our professors earn higher salariesthan they do in the Ivy League colleges and universities. But youwill find that in the public schools they have no books. They havenot bought books in the library for the last 10 years.Black children cannot find Zimbabwe or Zaire and some of thecountries of Africa on the globes and the maps that they have.In the colleges and universities, you have similar problems. Theamount of money being spent on salaries may be very impressive,but the amount being spent on equipment, being spent on librariesis not.

Should we have some national standardsthat's just one kind ofnational standardwith which to help guide citizens in terms ofwhat kind of return they are getting on their dollar?
Mr. LUUNs. I understand the impulse to call for a set of stand-ards that would enable the taxpayers to measure the return ontheir investment, and I think that at a certain level, let me say forexample at the level of establishing minimum standards for highschool graduation in terms of literacy and elementary proficiencyin mathematics, that is probably a reasonable expectation.
Mr. OWENS. That is a standard for the student, but in terms ofwhat effort was put forth to educate that student, we do not haveany standards. No standards for the apparatus, the administrationand the teachers and the governors that might have, if it had per-formed differently, allowed that student in the twelfth grade topass that test if he had been subjected to a different kind ofsystem. We do not have any standards for that; only for the stu-dent, who becomes sort of the victim in that situation.
Mr. Lnurrs. I do not know how to devise such standards. Whatwe normally do is measure the quality of our work by the productof that work. In order to do that you have to be able to measure, ifyou will, the value added to the student in the course of his yearsin transition through an institution. And what we do in our societyis accomplish that objective by competition, by various institutionscompeting with each other through reputation for producing aneducated young person. That is the only mechanism that I canimagine that would actually work.
I am afraid if you create let me say a bunch of performancemeasures for high school teacher; in terms of numbers of hoursthey do this, or number of hours they do that, that you will createan artificial structure that will not really mean anything.Mr. OWENS. Dr. Likins, when is a high school chemistry lab asufficient, adequate chemistry lab and when is it not? When is acomputer program in a high school an adequate one and when is itnot? To just have some salesmen who are very adept at selling theeducation system hardware, ptit a lot of computers in the schoolsbut there is not a single technician that can fixthat can repairthem when they break down. Is that an adequatecan we getstandards which deal with those kinds of problems?
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Mr. LIKINS. There are such standards. Ask the university admis-
sions ,..ificers whether the students who come out of a particular
high school are qualified in terms of their chemistry education.
They can answer that question. But I do not know how to do an
audit of the them lab to determine whether or not the students are
learning chemistry.

Mr. DossEY. I might mention that the National Council of Teach-
ers of Mathematics at present has a commission who will be -work-
ing this year in releasing a draft at the end of the summer for a
full year of national hearings at both regional conferences of the
council as well as associated organizations this year, dealing with
what both practice, research and I think total professional experi-
ence suggest are appropriate benchmarks for a child's progress
through the mathematics curriculum from early childhood educa-
tion through twelfth grade. That might bring some sort of not a na-
tional curriculum, but rather some standardization in schools look-
ing at their individual curriculum vis-a-vis the best professional
and research-based information available today.

It is a pervasive problem in mathematics as well as many other
sequential types of subjects where one must have studied A before
they move to B, that there is this kind of a look at the curriculum.
And given the mobility of our population, and especially the mobil-
ity of families that have children in school, when you have such
sequential subjects not to have some sort of a reference point pro-
vides children with the opportunity when their parents move to ac-
tually be opted out of the sequence of learning.

I think that there are other subject matter areas that are consid-
ering such looks at not necessarily standards, but at least profes-
sional guideposts.

Within teaching, the Carnegie Foundation has funded a planning
group for a National Standards Board for essentially a certification
of teachers which would be akin to being admittance to the Bar for
lawyers. Once a teacher has achieved licensure within a state upon
graduation from a program, they would be legally empowered to be
a teacher, but the question is of achieving a specialist certificate
within an area.

So I think that type of movement is abroad, and the next few
years will say what the outcome and ramifications of those move-
ments might be.

Mr. OWENS. Thank you very much.
Chairman HAWKINS. Mr. Sawyer.
Mr. SAWYER. Thank you, Mr. Chairman. I appreciate your pa-

tience. I apologize for not being here the entire time this morning.
You have touched on a subject and gone into greater detail than

I expected. But in talking about the character of education in this
country versus other countries, and the selectivity of the process, I
think what has happened is that we have let a practice evolve as a
matter of practical application in many of the school systems in
this country. We permit the reflection in the places of learning,
particularly secondary schools, of a condition that at least at one
point in our society was reflective of the work place itself. It may
have been true at one time. However, it seems to me it may not be
true today and it certainly is becoming less and less true. We are
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reaching the point where the distinction between blue- and white-
collar workers is becoming so blurred as to be indistinct.

And that one of the shifts we may want to be making is not spe-
cialization, but assuring that broad menu of opportunities to learn
is fully available all across that learning spectrum within second-
ary schools.

So that a kid who may nominally have embarked on what once
might have been thought of as a vocational track, still has the op-
portunity to take foreign language, still has the opportunity to take
calculus or trigonometry or other kinds of mathematics, or science
courses that might not otherwise have been available. That is per-
haps a more accurate reflection of the rapidly changing character
of the work place and a better preparation for it than the kind of
direction that have today which, however well motivated, is based
on greater specialization rather than less.

Could you comment on that?
Mr. LIKINS. As long as you remember that not every human

being has the same aptitudes and that calculus may be an inappro-
priate waste of time for some human beings, as long as you keep
that distinction in mind, I would agree with the thrust of your re-
marks.

That is to say, I do believe that our society has evolved in such a
way that we must be sure that all young people develop certain
basic skills in communication and in quantification. That is to say,
in language and in mathematics, all human beings.

It is wrong for us to say, as perhaps we once could, that is okay,
that kid is just going to be a blue-collar worker anyway. We will
channel him into a vocational track and not worry about him. It is
wrong to say that today. Every young person has to expect in the
course of his or her working life to use intellectual skills to read, to
write, to deal with basic quantification.

Mr. Dossm. I would second those remarks, and perhaps extend
them in a little fashion. That within the vocational track where
several students have been shunted, perhaps on aptitude or inter-
est measure, they have not had the opportunity to develop both
their reading and oral communication skills in a manner that is
commensurate with the demands of the work place today. In many
cases they have been in situations where the skills in particular ca-
reers that are the objects of study in those programs do not reflect
the ubiquitous use of the microprocessor within technical setting,
or the amount of report writing and graphic and table interpreta-
tion that is required, or data entry skills.

All one has to do is be on a large modern farm to see the micro-
processor involved in spraying technology, planning and even plan-
ning for the marketing of crops.

Mr. LIKINS. If I may go a step beyond the need to prepare people
for jobs, it seems to me important to recognize that our society is
changing in such a way that citizens have to have a level of under-
standing that was not demanded of them a generation or so ago.

People vote on all kinds of complicated issues like, you know, nu-
clear energy or technological changes that affect their lives, and if
they do not have some basic understanding of primitive concepts
like risk, they cannot deal with some of the issues that shape their
daily lives just simply as citizens.
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Chairman HAWKINS. Mr. Wise.
Mr. WISE. Thank you, Mr. Chairman. I appreciate what I have

heard and I have no questions.
Chairman HAWKINS. The Chair would like to commend the wit-

nesses for their testimony this morning. I hesitate to keep youmuch longer because you are not being remunerated for your ap-
pearance before the committee. I think the witnesses have been ex-cellent. Your statements have been directly related to the subject
at hand. We certainly appreciate the time that you have given to
this committee. We hope that we can call on you again in the
future and that you will return and that you will share with usyour experiences. I think this has been an excellent hearing. Thehearing is adjourned.

[Whereupon, at 12:01 p.m., the committee was adjourned.]

419



EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS ACT

WEDNESDAY, MARCH 11, 1987

HOUSE OF REPRESENTATIVES,
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Washington, DC.
The committee met, pursuant to notice, at 9:36 a.m., in room

2175, Rayburn House Office Building, Hon. Augustus F. Hawkins,
presiding.

Members Present. Representatives Hawkins, Ford, Biaggi,
Kildee, Murphy, Williams, Martinez, Sawyer, Solarz, Wise, Rich-
ardson, Robinson, Visclosky, Jontz, Jeffords, Good ling, Gunderson,
Bartlett, Henry and Grandy.

Staff present. John F. Jennings, Counsel; Birdie Kyle, legislative
associate; Beth Beuhlmann, education staff director; Andrew Hart-
man, senior legislative associate; Jo-Marie St. Martin, legislative
associate.

Chairman HAWKINS. The Committee on Education and Labor is
called to order. The committee is conducting a hearing today on
two topics, and Secretary Bennett will testify on both of them. The
first topic is the reauthorization of Chapter 1 and the other the ex-
piring elementary and secondary education programs. The second
topic is legislation which has been introduced creating education
and training programs to assist in improving our country's trade
balance.

We look forward to hearing from the Secretary on these topics.
The Chair will not make a statement at this time, because I think
that we had previously indicated the general theme of the hear-
ings.

And I think that the members are familiar with the original
intent to report a trade bill that will be bipartisan in nature, that
would build on the previous trade bill that we participated in last
year, and to work towards the strengthening of those provisions
that we had last year. And that we must proceed rather diligently
because we do have a serious target date.

It is the intent to report a bill out by April 6th or 7th. And for
that reason, we have advised the subcommittees to submit recom-
mendations, to involve both the Republicans and Democrats in any
staff meetings that are being held. And we hope to hold to that
schedule and to have a trade bill reported out which has bipartisan
support.

Mr. Jeffords, do you wish to make a statement?
(417)
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Mr. JEFFORDS. Thank you, Mr. Chairman, and I certainly appreci-
ate your cooperation in all of these areas in coming out with a good
trade bill. I want to welcome the Secretary here today. I know that
the Administration is also coming forward with some interesti,:g
proposals on what to do, i S helping this country regain its competi-
tiveness, and to be again the number one leader in the question of
world trade.

So it is a pleasure to have you here, Mr. Secretary, and I look
forward to working with you.

[The prepared statement of Hon. Jim Jeffords follows:]

PREPARED STATEMENT OF HON. JIM JEFFORDSp A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF VERMONT, DATED MARCH 11, 1987

Mr. Secretary, I would like to thank you for joining us today. As you know, this
Committee has been working on the reauthorization of many of the federal elemen-
tary and secondary education programs under its jurisdiction. It has been nearly ten
years since Congress carefully studied these programs, so I feel that this is an espe-
cially important reauthorization period.

The Committee has gone to great lengths to get as much information, testimony,
and feedback on what works and what needs improving in this set of programs. This
has included traveling to Vermont to hear from educators, parents, and students
about how they work in a rural setting. Let me say that one message came through
loud and clear at that hearing, Chapter 1 and Chapter 2 are vital to the education
of Vermont youngsters.

I was pleased to see the Administration's request for additional funding for Chap-
ter 1 in fiscal year 1988. This would allow the program to continue at approximately
the current services level. I have also reviewed your Chapter 1 reauthorization pro-
posal and would note that there are many areas on which the department and this
Committee appear to agree. Working together, I hope that we can strengthen parer'.
tal involvement, create more incentives for success, and target funds on those areas
most in need of these types of services. Through all this I will be working to ensure
that any proposals take into account the special situation of rural areas, such as
Vermont.

Chairman HAWKINS. Mr. Secretary, I join that welcome, and we
look forward to your testimony. It has been submitted to the com-
mittee, and it will be inserted in the record in its entirety.

[The prepared statement of Hon. William J. Bennett follows:]
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WILLIAM J. BENNETT

SECRETARY OF EDUCATION

BEFORE THE HOUSE COMMITTEE
ON EDUCATION AND LABOR

March 11, 1987

Mr. Chairman and members of the Committee, I am pleased to be

here today to testify on education and its relationship to national

competitiveness. As you know, the President has made enhancing

competitiveness one of his priorities for this year, and he has

identified education as one of the areas crucial to improving our

national competitiveness.

Competitiveness involves many things, among them matters like

technological innovation, worker retraining, and freer trade.

Appropriately, these and other issues are addressed in the

Administration's competitiveness legislation package. At the same

time, when we speak of competitiveness we are speaking of a goal

much larger than these: we are speaking, in the long run, of

securing a good future for our children. We want to be sure that we

leave our children a s:rong America. And, at the same time, we want

to ensure that our children possess the knowledge, skills, and

character they will need to lead the nation in the years ahead.

In the last two months, I have been outlining to parents and

educators, businessmen, and State and local legislators the

objectives that I consider most essential to achieving educational

competitiveness. I have said that we need tr focus on the basics

4 2P;
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and on high standards; we need alternative certification of teachers

and principals; we need increased accountability; and we must devote

special attention to the education of disadvantaged children.

In achieving these goals, the Federal Government is not the key

or decisive factor. Some reforms -- like teacher certification --

lie almost exclusively within the province of State and local

governments. And even where a Federal program is involved, that

program's success depends on its deployment at the local level. Yet

there are certainly ways in which the Federal Government can help

promote these goals, and we have sought, wherever possible, to

incorporate them in our education legislation before the 100th

Congress.

I have spoken, for instance, of the importance of basics. The

Administration has recommended that every American student receive

four years of English and 'Ihree of math, science, and social studies

before graduating from high school. These subjects constitute the

firm foundation of any education, and when our schools neglect them,

they diminish the futures of students and the nation alike.

It is no slight to math, science, and social studies to say

that facility in English is the most basic of basics, indisp.Insable

to both a sound education and a successful working life. 7.t is in

order to improve the instruction of English to students of limited

English proficiency that we have submitted our proposal to reform

and strengthen our $143 million Federal bilingual program.

Under current Federal policy,"all but 4 percent of Federal

funding for bilingual education is restricted to school districts

-2-
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employing that method of English instruction which relies on

teaching students in their native languages as they learn English --

the method known as Transitional Bilingual Education (TBE).

Research indicates, however, that there are other methods that are

often equally effective in teaching English to students of limited

English proficiency. One such method, known as Structured

Immersion, relies on teaching students in English, but by teachers

who know the students' native language, and in a way that is

structured to take account of the students' initial limited English

proficiency. In another method, English as a Second Language,

students are taugh- almost entirely in English.

Under our proposal, current restrictions on the amount of

Federal funds available to local programs employing these and other

alternative methods would be lifted, allowing individual districts

to choose the method best suited to their particular needs.

Districts might choose Transitional Bilingual Education, or they

might opt for another method or a combination of methods of

instruction that have proved to be effective.

.et me be clear: Our intention is neither to promote one

instructional method at the expense of another, nor to belittle or

diminish any culture or heritage. Far from it. As I said when I

first proposed reforming our Federal bilingual program over a year

ago, "We do not intend to prescribe one method or another. Hany

school districts will undoubtedly continue to pursue programs with

some instruction in the native language; in some circumstances,

these can be very useful in helping children with their classwork

until they become fluent in English."

-3-
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In my own visits to schools around the country, I have seen the

effectiveness of a variety of methods of English instruction. In

Phoenix, Arizona, I visited a kindergarten class at Garfield

Elementary School, where I saw an excellent Transitional Bilingual

Education program at work. In Mesa, Arizona, I visited Powell

Junior High School, where the students speak over a dozen different

languages; there I saw an English as a Second Language program

working very well. Both programs were good; both were working. And

both of these options, and others, should be available to recipients

of Federal aid. This is the goal of our proposal. We believe that

it would be instrumental in improving the education of the

disadvantaged by enhancing their education in the basics.

The Administration's teacher training and improvement proposal

also is concerned with improving education in the basics. Our

proposal would provide States and locales with funds to help

recognize outstanding teachers, and to help attract qualified people

from other professions into teaching; again, both are changes

instrumental to enhancing educational competitivenuss. Most

impo tantly, our proposal would extend to teachers in all fields

that which only teachers in math and science currently enjoy: the

opportunity to pursue advanced study in the subjects that they

teach, or to undertake the mastery of a second subject.

Currently, in-service training and advanced research programs

fail to provide teachers sufficient opportunities to pursue

knowledge in the subjects they teach. These programs seldom provide

-4-
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teachers the opportunity to renew the knowledge and enthusiasm which

in many cases are their first inducement to teaching, and which it

is their primary responsibility to impart to our children.

Our proposal would provide teachers that chance; it would give

teachers an opportunity to recharge their intellectual batteries.

It would enable an English teacher to freshen his knowledge of

Macbeth, or a veteran science teacher to acquaint herself with the

most recent discoveries about the stars and planets. A history

teacher might study the latest scholarship on the British monarchy,

or a mathematics teacher might investigate a variety of questions

too complex to tackle between classes. Teachers would have a new

opportunity for probing intellectual inquiry. And they would enter

the classroom with even more contagious enthusiasm to convey, and

knowledge to impart.

Finally, allow me to address our proposal for the

reauthorization of the Education Consolidation and Improvement Act

of 1981 (ECIA). As I have said, one of education's most important

contributions to national competitiveness is tending to the

education of the disadvantaged. This is an area where the Federal

government plays an exceptionally prominent role: assisting with the

education of the disadvantaged is one of the Federal Government's

most important responsibilities in education, and it is one of my

top priorities as Education Secretary.

Chapter 1 is the principal programmatic vehicle for providing

that aid. On the whole, Chapter 1 has been moderately successful in

-5-
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improving the educational performance of the disadvantaged. Yet I

think we would all agree that Chapter 1 could be more effective. It

has not achieved all that we hoped or expected, or all that we

should expect of Federal educational assistance to disadvantaged

children.

Where Chapter 1 is most in need of shoring up is in the way it

is deployed at the local level. In education particularly, what

goes on locally -- in individual schools and classrooms -- is

crucial in determining a Federal program's success. It is a more

important factor in the equation than the overall level of funding.

For this reason, the most important step we can now take toward

better serving the Nation's disadvantaged children, and better

fulfilling the promise of Chapte 1, is improving Chapter 1 services

at the local level. The Administration's proposal for the

reauthorization of Chapter 1 would help bring about that necessary

improvement.

In drafting our proposal, we have sought views and ideas from

educators, legislators, and the general public. We have also

consulted what is known as effective schools research. This

research was conducted primarily in inner-cit) schools that, have

betn especially effective in educating disadvantaged students. It

is my belief that, where possible, it should be the goal of

government -- in the States and in Washington -- to promote the

characteristics of these successful schools through public programs

and policies. The reforms we propose in the Federal Government's

largest elementary and secondary school program are our way of doing

-6-
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that; they are our way of bringing the education reform movement to

the Federal level. This proposal is one more effort to make what

works the currency of the realm in education.

Note that the nation's governors are also moving in this

direction, as exemplified by numerous reform efforts at the State

level, and by the report of the National Governors' Association,

Time for Results. Last month, the National Governors' Association

adopted a platform on .the Federal role in elementary and secondary

education. The governors stressed that the Federal Government

should respect the States' responsibilities to set high standards

for all students, allow parents to be teachers, and help States

reward performance and focus on the neediest schools.

One of the defining characteribtics of effective schools is

that they concentrate on results -- they are results-oriented: they

constantly assess their performance, codifying what works and

reforming what does not. In several important respects, we have

embodied this emphasis on results in our proposals for Chapter 1.

First, we aim to reward success. As any businessman knows,

rewarding success is essential to effective management; any educator

knows that it is essential to effective education as well. Yet

currently under Chapter 1, good and bad programs are rewarded

equally: both can count on receiving essentially the same funding

and the same treatment year in and year out, regardless of the

caliber of their performance.

-7-
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Under our proposal, this would change. Our bill would create a

set-aside at the State level specifically for rewarding success; the

States would make grants to school districts for replicating or

extending highly effective Chapter 1 programs.

Second, our proposal would make Chapter 1 more results-oriented

by instituting greater accountability. Currently, just as there is

no reward for a Chapter 1 program that works effectively, so there

is little penalty for one that runs awry. Our bill would introduce

greater accountability by requiring each State Education Agency to

assess the effectiveness of its local Chapter 1 programs at least

once every three years, and to make the results of that assessment

available to the general public. Where the State agency finds a

.program to be ineffective or inequitable, the agency would take

whatever measures are necessary to put that program in order. The

State Education Agency, not the Federal Government, would decide on

specific remedies.

Third, our proposal would increase accountability by increasing

parental choice. Under the proposal, local districts would be

permitted to issue Compensatory Education Certificates to parents of

children receiving Chapter 1 services. If a local district chooses

to offer the certificates, parents could redeem them at the local

public school or, if they felt that better remedial assistance was

available elsewhere, they could take the certificates to another

public or private school or other eligible provider in the area

offering compensatory services.

-8-
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The Compensatory Education Certificate and other provisions in

the proposal would also foster parental involvement -- another

feature that researchers say is ke; to the success of effective

inner-city schools.

In addition to ensuring that the children served by Chapter 1

are served well, our proposal includes provisions to ensure that it

is the neediest children who are being served. We have included

provisions intended to direct more funds to districts with

especially high numbers of poor children; to direct funds to the

poorest areas within districts; and to ensure that districts provide

services not simply to some of their needy students, but to the very

neediest among them.

We have also sought to remedy discrepancies in assistance to

disadvantaged private school children caused by the Supreme Court's

Felton decision. An important feature of the original Elementary

and Secondary Education Act was its intention to serve disadvantaged

students in public and private schools alike. For more than 20

years now, the principle that eligible children will be served, no

matter what school they attend, has been at the heart of Federal aid

to education. Since the Felton decision, however, the number of

private school children participating in Chapter 1 has declined by

about 20 percent, and the cost of serving those students has

significantly increased. Our proposal would help restore services

to private school children by enabling school districts to issue

Compensatory Education Certificates, and by requiring State

-9-
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Education Agencies to step in and correct deficiencies in local

districts that do not provide effective and equitable services to

private school children.

Finally, we have sought to provide districts more room for

experimentation and innovation in the best ways to educate

disadvantaged children.

These are some of the ways in which our proposal for the

reauthorization of ECIA would help fulfill the promise of Chapter

1. These reforms accord with the priority already given education

programs serving the disadvantaged in the Administration's budget.

In this year of tight fiscal restraint, we have proposed a $200

million increase in the funding of Chapter 1.

Allow me briefly to discuss Chapter 2. In our proposal, our

intention is to grant States the flexibility to apply Chapter 2

funds lor any purpose directly related to education reform and

improving educational quality. It is the States, not the Federal

Government, that have the authority to institute the sorts of

education reforms advocated in recent education reports like A

Nation at Risk, What Works, First Lessons, and the governors' Time

for Results. Freeing States to use grants for this purpose is one

of the core important ways in which the Federal Government can help

speed the movement for education reform.

These, then, are the key elements of the Administration's

proposal for the reauthorization of the Education Consolidation and

-10-
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Improvement Act. It is t. strong prcposal, and we are pleased that,

in several important respects, the bill introduced by Chairman

Hawkins and Representative Goodling closely reflects our concern for

results, accountability, and actual educational performance. We

welcome this increasing consensus on what works, and I hope that

further discussion will bring us closer on other commonsensical

ideas instrumental to furnishing effective education, particularly

to the nation's most disadvantaged children. Mr. Chairman and

Members of the Committee, I appreciate this opportunity to testify

before you toda

you may have.

YO and I will be happy to answer any questions that

432
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Chairman HAWKINS. You may proceed, and I hope that you will
introduce your colleagues who are with you so that they, too, may
be included in our record.

STATEMENT OF HON. WILLIAM J. BENNETT, SECRETARY OF EDU-
CATION, ACCOMPANIED BY WENDELL WILLKIE, GENERAL
COUNSEL; AND BRUCE CARNES, DEPUTY UNDER SECRETARY
FOR PLANNING, BUdGET AND EVALUATION

Secretary BENNETT. Thank you, Mr. Chairman, and good morn-
ing. Let me introduce thy colleagues, as you suggested. On my right
is my General Counsel, Wendell Winkle; and on my left is Deputy
Under Secretary Bruce Carnes.

If I could just take a few minutes, Mr. Chairman. I have submit-
ted my formal statement for the record, but if I could I would like
to talk through several of the points that I think will be of interest
to all of us, and try to slit some of these issues in a broad context.

It is, of course, a pleasure to appear before this committee to
speak about education. Let me start by speaking about education
and its relationship to this idea of competitiveness.

The President has made competitiveness a priority. He has iden-
tified education as an area crucial to it. I think that we can all
agree on that idea. What do we mean by competitiveness? Well,
clearly we mean things like technological innovation, worker re-
training, freer trade, and so on. All of those items and others are
addressed in the Administration's package.

But I think that in the end that we mean something more for
competitiveness. We want to secure a good future for our children.
We want a strong Nation, and we want our children to be prepared
to lead this country when it is their time to lead this country.

In the last two months, I have been saying in regard to competi-
tiveness that the things that we need most to improve our educa-
tional system are to return to the basics, the basics which have
been tested and which work. We need leadership in our schools. We
particularly need greater accountability in our schools. We need
more effort and more commitment in this area. And, we need to
improve effectiveness.

We need to pay attention particularly I think, and I know that
you join me in this and indeed have a long record of concern on
this matter, to the education of the disadvantaged. I think that we
have shown as a country and we have tried to show specifically
through our studies and resew 71 that this country does not have
to accept the notion that there is a permanent underclass impervi-
ous to upward mobility and impervious to educational progress and
to educational achievement.

The sweat, toil, and pride of people in America's classrooms and
in America's principals offices can put aside the notion of a perma-
nent underclass.

But however much as we may do, and I think that everything
that we do should be constructive, the Federal Government will not
be the decisive factor in achievingthe kinds of ends that we want.
It can be helpful and it can be a useful auxiliary, to use the lan-
guage of James Madison. We have sought to embody how the Fed-
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eral Government can help with the proposals thr1-. we have put, for-
ward to you.

For example, I have spoken about, and the President indeed ham
spoken about, the need in high school for all students to have four
years of English, three years of math, three years of science, and
three years of social studies or history.

Just one example: in competitiveness we talk about the need for
the next generation of scientists. Well, we are not likely to have
people studying advanced courses in science, and they are not
likely to study laser physics if they have not studied basic physics,
if they have not studied geometry and algebra in high school. So
that is why we need to emphasize those subjects so much.

When I talk about four years of English, of course, this ties into
the important issue of bilingual education. And that is why we
again propose reforming the $143 million bilingual education pro-
gram.

As you know, Mr. Chairman, currently all but four percent of
those funds are restricted to transitional bilingual education pro-
grams. But I think it is now clear to everyone, and the research
shows this, that other methods of instruction for children whose
native language is not English ate often as effective as transitional
bilingual education.

Structured immersion can be effective, and English as a second
language can be effective. We do not take a position on which
method is best. We are method-blind so to speak on what methods
schools should use, but we do believe firmly and fervently that in-
dividual districts should be allowed and encouraged to choose the
method of instruction that they think will work best for their stu-
dents. We do not aim to impose one method over another. We have
seen various methods and approaches work.

Also, Mr. Chairman, you will note in our proposals a concern
with teacher training and improvement. Our proposal under teach-
er training would give States and localities funds to attract quali-
fied people to teaching. I might also say that in doing this that we
would be picking up on a larger movement in this country, where
more and more people are becoming interested in the teaching pro-
fession.

We just reviewed a study, Mr. Chairman, that pointed out that
most of the recent high school seniors who are declaring an inter-
est in teaching are in the top quarter of their class. This is an im-
provement and this is good news. and we should ail be encouraged.
We want to pick up and be part of that wave. Our effort is to pro-
vide greater opportunities for teachers to do advanced work in the
disciplines which they teach.

We think that we should talk to teachers and address teachers
with the notion that they are intellectuals, and that they should
have the opportunity to enrich their intellectual life through ad-
vanced study.

I did such a thing when I was Chairman of the National Endow-
ment for the Humanities. You may recall that we set up summer
seminars for elementary school, middle Lchool, and high school
teachers modeled on the seminars that we had for college teachers.
And the teachers at the elementary, middle, and high school levels
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enjoyed these seminars very much, and found them very enriching
intellectually.

Under the ECIA, I think that it is clear that we recognize that
our Department has a_special duty to help in the education of the
Nation's disadvantaged. It is one of my top priorities, and I think
that is reflected in our reauthorization proposals and in the fact
that in a difficult year for budgets because of the budget deficit,
that we have proposed a $200 million increase in this program.

We have been working long and hard on our proposals, but it has
been worth the time because we think that we have good proposals.
We are very pleased with the considerable degree of overlap that
we see between our proposals and your and Mr. Good ling's propos-
als.

Chapter 1 is our main vehicle for serving disadvantaged children.
It has been a reasonably good program. It has been modestly suc-
cessful, but we bhink that it could do more. We think that we need
to improve the deployment of funds. We think that we need to
spend our money more effectively.

In putting together our proposal, we have sought ideas from all
over. We have reviewed the effective schools research. We have
talked to dozens of people about their ideas. We have aimed to in-
corporate the characteristics of effective schools and effective edu-
cation in our bill.

It is our way of bringing education reform to the Federal level. It
is our way of making what works in education and what is effec-
tive the currency of the realm of education.

I would say again, Mr. Chairman, that in a school that is good, a
good Chapter 1 program can help. For a school that is not good to
begin with, no Chapter 1 program can save it. It needs to become
good in other ways. But we do think that our proposal can help
good schools become even better, and schools that are not good
have reason to become better.

We are happy, too, that our efforts seem to be paralleling the ef-
forts of the Governors. The Governors are very much moving in
this direction. Last mouth, the Nationd Governors Association
adopted a platform asking the Federal Government among other
things to respect States' responsibility to set high standards for all
students, and to encourage parents to become more involved as
teachers of their children, and help States reward performance and
focus on the neediest children.

So to promote features of effective schools, we have focused on
results in our reauthorization proposal. We have done this first by
suggesting that we reward success. Many people in business know
that rewarding success is a good business practice.

I think to some degree we can carry over this idea to education
as well. Currently, good and bad Chapter 1 programs are rewarded
equally. Our bill, as you know, creates a set-aside at the State level
to reward success. States could make grants to school districts for
replicating or extending highly effective AIDS Chapter 1 programs.
This is something that people in the field have stressed to us, and I
think that it is a good idea. That is the carrot.

Second, we want to talk a little bit about a stick. We want to in-
crease accountability. Just as there is no reward for success under
current measures, there is little if any penalty for failure.
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Under our bill, Mr. Chairman, State education authorities would
assess Chapter 1 programs at least every three years. The results of
that assessment would be made available to the general public, so
that everybody can see them. As Justice Brandeis used to say, sun-
light is the best disinfectant. Let's let the sunlight shine on these
programs and see who is doing the job and who is not.

Where a program is found to be ineffective or inequitable, the
State agency would then take measures to correct it. Specific reme-
dies, and I would stress this, would be up to the State education
authorities and not to us. But we do want to encourage them to
take action to correct inequities or ineffectiveness.

Third, we want to increase accountability through increasing pa-
rental choice. We think the research indicates, as common sense
shows, that the greater degree of involvement of parents, the more
likely there will be effective education for their children.

We would provide, as you know, compensatory education certifi-
cates, limited vouchers if you will. We would allow for that possi-
bility if local education authorities decided to issue these compen-
satory education certificates. These would be redeemable at local
public schools, or at private schools or other eligible providers in
the area that offer compensatory services.

That would occur if the local education authorities determine
that a school or other program provider was not doing a good job.
The local school district at its discretion could give parents an op-
portunity to choose an alternative program. It would be at the dis-
cretion of the local education authority, not at our discretion.

We have also concentrated on targeting, and I know that this is
a concern of yours. We aim to see that students are served well,
and that the right students are served. Our bill includes provisions
to direct more funds to districts with especially high numbers of
poor children, and direct funds to the poorest areas within districts.
It, also, seeks to ensure that districts provide services not just to
any needy students, but to the very neediest among them.

We also aim in this bill to remedy the discrepancies caused by
the Felton decision. As you know, this Act, under which we are
proposing our changes, was originally meant to serve needy chil-
dren in public schools and in private and parochial schools alike.
The sponsors of the bill did not discriminate against children in
private or parochial schools if thzy were eligible for Chapter 1 serv-
ices. They wanted all children who were eligible to be served.

But as you know, and I know that it has disturbed you as well as
many others since the Felton decision, a significant number of pri-
vate and parochial school children have not been served. We esti-
mate that about 20 percent of those formerly served in the private
sector are no longer being served.

As you know, too, the cost of serving the children who have been
served has significantly increased as a result of that decision. Our
proposal would help restore services by the use of the compensato-
ry education certificate and by requiring State education authori-
ties to correct deficiencies in the districts.

Let me just say a word about Chapter 2. Our proposal would, as
we think it should, give States flexibility. States would get Chapter
2 funds for any purpose directly related to education reform and
improving educational quality. Again it is the States and not the
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Federal Government that have the first and primary responsibility
to institute reforms.

And we want to give them discretion and their good sense to act
in this regard, particularly at this time when we see so much inter-
est at the State level in putting into place good reforms. We think
that our Chapter 2 proposal is a way to help spread education
reform in the States.

In conclusion, Mr. Chairman, I would say that I think that we
have presented a strong pro , and I hope that you think so. We
are delighted that the Haw ling bill reflects concerns for
results in the way that our bill does. We welcome what seems to be
an increasing consensus on what works and what the marks of ef-
fective education are.

And we hope that further discussion will bring us closer on other
common sense ideas instrumental to the end of achieving effective
education, and thus enhancing competitiveness as well as other
worthy goals.

We are particularly interested, in the context of Chapter 1, of
course, in providing the opportunity for everyone to enter the
mainstream of American life. The question of how best to use our
resources to help the nation's poorest children is I think the main
question before us. Thank you very much, Mr. Chairman.

Chairman HAWKINS. Well, thank you, Mr. Secretary. The Chair
will announce that we will enforce the five minute rule, and I hope
that the members will not make unduly long statements before
asking questions. Otherwise, we may have to terminate the re-
sponse.

Mr. Secretary, I find some agreement with many of the ideas
that you have expressed. However, on one or two issues, it seems
vm have rather wide differences.

hi your Department's budget document, which probably controls
the direction that legislation will take mire than anything else,
this statement was made, a statement I understand you have since
repeated in many places at other times. The statement concerns
targeting and the selection of students under the Chapter 1 pro-
gram.

In the budget document, this statement was made and I quote,
"The Chapter 1 evaluation has found that many children receive
services who are neither poor nor low achievers." I find that state-
ment rather startling. It seems to imply that there are many stu-
dents who perhaps are not entitled to the services either on the
basis of poverty or on the basis of achievement.

Keeping in mind the regulatory definition of low achievers, this
would mean that these individuals are achieving certainly substan-
tially below the 50 percentile.

I was wondering to which evaluation you are referring and how
many children you mean. When you say many children, it could be
a large number or it could be a very small number.

Would you explain that statement, and give us some idea of how
many children you talking about who apparently may not qualify
under the criteria for Chapter 1; and what evaluation are you talk-
ing about, what study would you cite, specifically, as the source of
that statement?
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Secretary BENNETT. Sure. I will ask Dr. Carnes to give some of
the details of the study. If I could put it in context first, Mr. Chair-
man, in saying this. I do not suggest anyone's fault or negligence
here. This is just the way that the program has worked, and that is
why we are talking about targeting.

In saying that there are numbers of children ser ,d in this pro-
gram who are neither poor or very low achieving, we are not
saying that someone has been doing something inappropriate, but
rather that this points up the need to target program resources
better.

I will ask Dr. Carnes to comment. As I recall, our numbers sug-
gest that of all of the children served in Chapter 1, something like
60 percent are not poor.

Chairman HAWKINS. Are they also low achievers?
Secretary BENNETT. Well, we do better. In terms of targeting, we

are doing better at low achievers.
Chairman HAWKINS. Well, under law they can be low achievers

in low-income areas. The law provides for both of them to be in-
cluded.

Secretary BENNETT. Yes, sir.
Chairman HAWKINS. Now are you talking about individuals

being included who do not fall into either of those two classes, both
classes being covered under the law itself?

Secretary BENNETT. Again I will ask Dr. Carnes to talk about the
details of the study. But I would say that for purposes of taking, m-
other look, as we should be doing in the reauthorization of Chap..er
1, that we should focus our grants and our money on children who
are both poor and low achieving.

We cannot possibly do it, Mr. Chairman, but ideally I think that
if we were trying to find the best system to distribute these funds
that you would start with the child who is the poorest and the
lowest achieving and go to the one who is the next poorest and
lowest achieving.

We cannot run a system like that, but I think that we can make
efforts to try to focus more of the money on students who fit both
categories.

Chairman HAWKINS. Well, we both agree on that, and tne law re-
quires i`c,.

Secretary BENNETT. Right.
Chairman HAwIUNS. The question goes to whether or not you

have discovered any large or substantial number of children who
are in neither class who happen to be receiving the services to
which, under law, they would not really be entitled.

Dr. CARNES. Mr. Chairman, the source for our information is the
recent Chapter 1 assessment. And among the things that it looked
at was who in fact was receiving Chapter 1 services. It confirmed
the results of a recent GAO study that indicated that basically
LEAs are in fact selecting for participation in the program the
proper students that meet the definition laid out in regulation and
in law.

So we are not suggesting that there is a sizable number of people
who are selected illegally in terms of the regulations that are
either ineligible or improperly receiving services. Rather what we
see is a significant number of needy kids who are falling through
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the cracks in the program because of the way that the program is
currently targeted.

If for instance, just to give you a sort of drastic example, you
were to take Montgomery County and compare it to the District of
Columbia. If Montgomery County properly, and I assume that it
does, targets its funds and services on its lowest achieving and
lowest income individuals. and the District of Columbia does the
same, there can be cases where even the lowest people in terms of
economic status and in.terms of academic achievement in relative-
ly wealthy counties such as Montgomery County are achieving at a
higher level and receiving Chapter 1 service, while elsewhere kids
who are more severely disadvantaged are not getting served in
poorer districts such as the District.

So what we are saying is we think that with the resources we
have available we ought to push the money to those who are at the
lower end, that as many of those that we can possibly reach should
get served so that as few needy children as possible fall through
the cracks.

Consequently, our proposal would serve those who are the need-
iest first. We would push the money towards areas with the greater
concentrations of poverty and have the greatest need. Let me just
give you a couple of figures to back up my statements here.

We are serving approximately 5 million students in this pro-
gram. Of those students, approximately 40 percent that we serve
are poor. Of those who are served, approximately 85 percent are
the low achievers, that is, achieve =below the fiftieth percentile on
standardized tests. Those who are both poor and low achievers
make up approximately 38 percent of those we serve.

As a result, what we are saying is that we think that the target-
ing is pretty good, but there are still some kids who are not being
served as a result of the targeting mechanism that now exists. We
can improve on that and we can refine that targeting mechanism
to make sure that they get served.

Chairman HAWKINS. You are making a distinction between those
whom we may be serving who achieve below the 25th and those
who may be falling between the 25th and the 50th. Now there are
some perhaps at the 30th percentile who may be receiving the ben-
efits of the program, and you are calling them less needy than
those who may be falling below the 25th. In other words, those that
may be at the 16th, for example.

You are making all of these distinctions, but the law requires at
the present time that the schools be ranked on the basis of concen-
trations of poor children. That is the local educational agency's
mandate. And then within that school building, the low achievers
identified according to testing and other criteria would be selected.
That is the way that the law operates.

Secretary BENNETT. Excuse me, Mr. Chain. ". We are not sug-
gesting that someone is playing fiddle-faddle ...re or doing some-
thing inappropriate.

Chairman HAWKINS. Well, I do not know what you are suggest-
ing, Mr. Secretary, but the impression is given by such a statement
as this, without the explanation that you have given to us, that
there are many children who are not, entitled to be in the program
because they are not low achievers. You are making a distinction
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between a low achiever who.may be at the 16th percentile and one
which may fortunately have risen maybe to the 30th percentile.
The, problem is you are in effect accusing the local educational
agency of doing something wrong.

Secretary BENNETT. No, we are not.
Chairman HAwEiNs. Well, what do you mean when you say that

they are entitled to the program, and yet you say that they should
not be in the 'program?

Secretary BENNETT. What we are saying is that it is a fair ques-
tion to ask, when you have a situation such as Dr. Carnes de-
scribed, 'where the "neediest" students in one district because of
the relative affluence of that district are in terms of poverty and
educational 'achievement far above students who are not served in
a poorer district because of the distribution.formula.

We just think that it is a fair question. It is the way that the
federal law works, and it is the way that the distribution formula
works. There is no pointing a finger here at particular districts. We
are saying that we think that this is one of the things that we
think that we, the Administration and the Congress, need to look
at and work on together.

I do not have to tell you, Mr. Chairman, that there are areas of
this country where there are great concentrations of very poor
people and children who are way behind, too far behind, in their
basic academic disciplines. And, as we propose, we think that more
of our efforts ought to go to those areas. It is a fair question. People
can disagree about it, but it is the difference between relative dep-
rivation and absolute deprivation.

Chairman HAWKINS. And the problem is that if we got the
amount of funding which is required to do the job, we could serve
all eligible children, and we would not have to select grades within
a certain poverty level. That if they are living in a poor area and
low achievers, they would be served. But we cannot do that if we
keep cutting back on the amount of funding which is made avail-
able.

That is the problem. You are trying to reduce the number of
children based on what you want to spend, and that is the problem.
It is not a problem of targeting. The law presently requires target-
ing to be made, and the selection of the students within those
school districts.

The states are supposed to monitor the program, supervise it,
and to enforce the law. And the Department of Education if it finds
anything that is wrong with the way that the law is being carried
out at the present time, has full authority and power to do some-
thing about it.

And so you have the compliance system already in operation.
And if there is not sufficient targeting, if the school districts are
not doing what they are supposed to do, then it seems to me that it
is up to the Department of Education to do something to protect
the federal funding.

Mr. WumaE. Mr. Chairman, our view is that the law itself needs
to be amended, not the practices that are currently in place. We
have never suggested or implied that either the states or the local
school districts are improperly carrying out their responsibilities
under the current provisions of the law. But we think that we
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could do a better job of focusing existing resources on those most in
need.

Chairman HAWKINS. Well, the law requires that the neediest be
served. That is written into the law. You can enforce that regula-
tion.

Mr. WILLKIE. Yes.
Chairman HAWKINS. You are talking about the law. The law was

changed in 1981. You wrote the law yourself, the Administration
did through the Office of Management and Budget. This committee
did not-write the law. We are saying that under the law which you
were responsible for writing in 1981 that targeting is already pro-
irided. The neediest must be served already,tmder the law.

And if that is not happening according to what you are saying,
then it seems to me that you have the right to gc in and to insist
that state educational agencies carry out their responsibilities
under the law to monitor, supervise and to enforce the law. And if
they find that any substantial number oUchildren are receiving it
who do not meet the criteria for eligibility they can do something
about it. You can correct it.

Mr. WILLKIE We are not saying that local school districts are not
serving those children who are most entitled to the services. But
clearly, the research evidence indicates that children who dwell in
concentrations of poverty are more likely to suffer educational dis-
advantagement.

Now our view 4.3 that the law today does not focus funds and ex-
isting resources that we have available on those school districts
that are most in need. That is why we are offering the targeting
proposals that we are proposing to Congress today.

Chairman HAWKINS. Well, f am saying that the law that you
wrote in 1981 can be enforced to do that at the current time. And if
that is not being done, you are the ones who should be held ac-
countable.

Mr. WILLKIE. Mr. Chairman, we arc not saying that the districts
are not complying with the law. What we are saying is that the
law itself is not focusing resources with sufficient specificity.

Chairman HAWKINS. Why did you not do that in 1981; and if you
say that the others are as much entitled to it although they are not
as needy, why do you not suggest increasing the funding so that
this other group can be reached as well? Why do you think that
with fewer dollars, local educational agencies can stretch the dol-
lars to fit this, rather than trying to concentrate more money on
fewer and fewer children?

Mr. WILLKIE. Mr. Chairman, we are here proposing an increase
in funding as much as we think that current budgetary circum-
stances allow. If we thought that the current legislation were per-
fect, we would not be here today. We are proposing what we see as
constructive improvements in the current legislation.

Dr. CARNES. I might add, Mr. Chairman, that we are not alone in
identifying the need for improving targeting. Just about everybody
we have talked to, including members of Congress, thinks that
there are ways that the existing targeting mechanism can be im-
proved. People like the Legal Defense Fund, .the Children's Defense
Fund and so forth.
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Major education groups agree with us that what wo ought to do
is to improve the existing targeting mechanism so that various
anomalies that occur between districts, between relatively wealthy
districts and relatively poor districts, can be equalized. Everyone is
in agreement with that.

Chairman HAWKINS. The argument is not over targeting. We all
agree on targeting. And we agreed before 1981. And then you
changed the law to relax the targeting provisions, to strike out the
parental involvement, to strip the state educational agencies of the
enforcement monies that they needed. You did all of that in 1981.
So you moved in the opposite direction.

This committee did not write those provisions into law. And now
you come before us and say what we did in 1981 was wrong. I am
saying that you have the authority to act now, if you want to exer-
cise it.

Dr. CARNES. We do not.
Chairman HAWKINS. But you do not have the money. That is the

problem.
Secretary BENNETT. No, no. If you agree with us, I do not really

think that there is much point in saying whether someone's feel-
ings were hurt because the wrong impression was created inadvert-
ently. We are sorry about that. But what we are saying is that
whatever was done in 1981, and maybe saying, well, you did it, or
no, the administration did it, we did not have a shot at it, that is
the people sitting in front of you did not have a shot at it. Can we
focus on what we should do in 1987 or 1988?

Chairman HAWKINS. Yes. Support the bill that we have intro-
duced, Mr. Secretary.

Secretary BENNETT. If you agree with us on the targeting.
Chairman HAWKINS. And if you would support the bill that we

introduced or support the effective schools bill, you will get there.
But you have got to put more money into the program, and you
cannot do it as long as you are leading the fight to reduce the fund-
ing.

Secretary BENNETT. How about one issue at a time, Mr. Chair-
man? Can we agree that whether the budget level is the one that
we propose or the budget level that you propose, that we still have
to face the issue of targeting? Do we agree on that issue is what I
guess I am asking you. I have put forward my position on how we
should serve the most eligible students.

Do you agree philosophically that we should concentrate our
funds on the children who are the poorest and the most education-
ally disadvantaged in absolute terms rather than relative terms?

Chairman HAWKINS. No. I think that we should have adequate
funding so that every child who is a low achiever, who is below the
50th percentile and in a poverty area should be served. I think that
it is incorrect to select students out of a large group of individuals
who need the Federal assistance and say that we are going to ask
for just enough money for that small group and leave the others
outside.

I think that you are approaching it from the wrong direction.
Now if you can agree on serving every needy child, I will agree
with you. But you want to cut back the funding and say that we
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are only going to serve those whom the money can provide the ben-
efits to.

Mr. WILLIUE. Mr. Chairman, just as a point of information so
that we can better understand your proposal, under that formula-
tion, you would say that all children below the 50th percentile or
dwelling in poverty should receive Chapter 1 services?

Would that not then provide for better than 50 percent of all of
America's school children to participate in Chapter 1?

Chairman HAWKINS. No. It would possibly include about 30 per-
cent of elementary and secondary school children who are disad-
vantaged today and who should be served, and they are not being
served and they are not likely to be served.

Mr. WILLKIE. But is it your view that all children below the 50th
percentile should be served?

Chairman HAWKINS. They are eligible, are they not?
Mr. WILLIUE Well, it depends on how the LEA defines the crite-

rion and determines which children will be served.
Chairman HAWKINS. Well, the regulation provides that any child

below the grade level of his peers can be served. And that would
mean with the median being 50 percent, every child under 50
would be considered achieving at a lower level than that child
should be, and the child should be brought up.

Unless that is the basic objective in American education, you are
going to leave a lot of them out. And I am simply saying that if you
want to do the job adequately, you would determine how many
such children there are and then make recommendations.

Now you may not get them through. I do not think that the Ap-
propriations Committee would go along with us. But I am simply
saying why do you not join with us in seeking to relieve that prob-
lem, and then basically we could agree. I think that I have exceed-
ed my time. I will try to get back at the end.

Dr. CARNES. I would just like to make one comment, Mr. Chair-
man. Students at the 50th percentile, or say the 49th percentile,
are essentially basically average students. I ess that it is difficult
for me to understand exactly why, regardless of income, people
who are scoring in the middle range, and in the average range,
should be getting remedial services. That is a question that I would
offer.

Let me just make another point. There are in this country 3.6
million children who are both poor and low achievers, achieving
below the 25th percentile. These are the ones that we think that
the program should be sure that it reaches. And our proposal is de-
signed to make sure that a greatly higher percentage of those 3.6
million kids are reached.

Chairman HAWKINS. Well, now you do not even know what your
own regulation says. Your own Chapter 1 regulatory definition of
educationally deprived is, "Children achieving below the level that
is appropriate for children of their age." And this has been deter-
mined over a long period of time to be roughly the 50th percentile.

And I am not insisting that everybody up to the 50th percentile
receive the benefits. But I am certainly saying that you are not
even reaching the 25th. So let's begin with the 25th. Everybody
below the 25th percentile.

e
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If you would be willing to go along with us that everybody below
the 25th percentile who may also be poor, if those children are
served, and then we will determine how much money is needed.
And then we will ask for that amount.

Dr. CARNES. I think that we certainly agree that everybody who
is both poor and below the 25th percentile should be served. We
certainly would have no argument with you on that. We think that
given the budget realities, we ought to make sure that those who
are both poor and educationally in need are served first.

Chairman HAV/KINS. Well, you are not doing that.
Dr. CARNES. Yes, our proposal would help remedy that.
Chairman HAWKINS. Well, you are not doing it under current

law. And you can do it under current law, because current law re-
quires it to be done.

Dr. CARNES. What we are trying to do in our proposal is to equal-
ize the differences across districts. Within each district, students
are selected in accordance with the law. The GAO and our own
studies confirm that. But what we are trying to do is equalize it.

Chairman HAWKINS. Well, I will get back on these studies, be-
cause you do not have a single study other than the studies you
have done that justifies your position. And you have no study other
than the one that you are citing which is based on data that is ten
years old, and that is the only evaluation that you have. And you
do not have any other study outside of that which supports the po-
sition that you have taken.

Mr. WILIXIE Mr. Chairman, our data are based on the congres-
sionally mandated study that was just performed in the last few
months based on the best available data.

Chairman HAWKINS. Well, your own representatives here, the as-
sessment representatives here yesterday, said that compliance is
not the problem.

Dr. CARNEs. Well, that is exactly what we are saying.
Chairman HAWKINS. And you are saying that you do not have

the ability or the authority to make the local districts comply.
Mr. Jeffords. My time is way up. I am sorry.
Mr. JEFFORDS. Thank you, Mr. Chairman.
First of all, I would like to put this back in the trade perspective,

and try to get back to what I think our major goals are. Secretary
Brock was before us recently and indicated that despite the gloomy
news, there is some optimism. Our work force has grown at about
three percent a year and our jobs have grown close to the same
rate. And it looks like our future work force is going to decline to
about a one percent growth a year, but hopefully the jobs will keep
up.

It has been pointed out that if we look for workers wo are going
to have to look at the economically disadvantaged and the minori-
ties. I think that the Administration's proposals, as I understand
them, are targeting both of those groups from the competitive per-
spective.

The targeting aspects are very important. As I understand, the
differences here is that you would like a little more flexibility to
target more of the resources to those areas that have the greatest
numbers of disadvantaged relative to other districts.
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So would you briefly summarize how you do that in your bill? It
is my understanding that you have some concentration grants.

Dr. CARNES. Yes. Thank you, Mr. Jeffords. Actually, there would
be four ways in which targeting would be improved. What we have
proposed, which is a version of the Hawkins-Goodling proposal, is
to provide for funding through concentration grants.

What we would propose is that the first five percent of the funds
available for this prograin be allocated under the concentration
grants formula, where grants would be made only to counties that
either have 5,000 poor children in them or 20 percent of their chil-
dren are in poverty.

The 5,000 would provide a critical mass for urban areas, and 20
percent would provide a critical mass for rural areas that might
have lower populations. So we would fund the concentration grants
first.

Second, we would say that the remaining funds would be allocat-
ed to counties on the basis of the number of poor children in that
county, but we would require that the first two percent of the poor
children be absorbed and that funds be allocated on the basis of
poor children in excess of two percent of the total number of chil-
dren in the county.

Third, we would require most LEAs to conduct programs only in
the poorest one-third of their school attendance areas. If there was
a uniform distribution of poverty in that LEA among the various
schools, then they could allocate the funds to all their schools. But
the priority has to be given to the lowest income school attendance
areas in the local district.

And then fourth, we would amend the current law to say that
the children who are selected to participate in Chapter 1 must be
served in the order of their need first.

Mr. JEFFORDS. Thank you. I think that I understand what you
are trying to do. I wonder what kind of dislocations that will cause
in the present distribution system, and what the ramifications
would be?

Dr. CARNES. We think that the effect will be that all of the dis-
tricts that receive Chapter 1 funds now would continue to do so.
What would happen is that the money would be pushed to school
districts that have higher concentrations of poor kids. There might
be some variation in a few cases from LEA to LEA.

Mr. JEFFORDS. Currently we are only supplying funds to less than
half. The problem is those areas that are presently being served
might not fit in the notches that you are talking about. You are
going to end up by underscrving groups to better serve other
groups.

Dr. CARNES. I think that what would happen is that needy chil-
dren with high concentrations of poverty who are not currently
being served will in general have more resources available to them.
In those poor districts where, more needy students who are not get-
ting served will be served where other higher achieving kids in
healthier districts would not be served.

Mr. JEFFORDS. Now with respect to the incentives for the pro-
gram's success. I know that you are trying to work or getting
better accountability for the expenditure of funds, trying to
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cate good programs and :improve success. What does your bill do to
try and accomplish those goals?

Secretary BENNETT. One of the things that we would like to
Mr. Jeffords, is give successful' projects an opportunity to take in
More children, to be replicated in other places so that other chil-
dren can benefit. This is something,that we have heard about from
a number of people in the field.

The chief State school officer in California, Mr. Honig, wrote us
about that; and I. have talked to him about it. We have the odd
phenomenon, but not odd as federal prOgrama go, that as soon as
you succeed You 'lose the money. If you do a good job of getting
these kids up.to speed, then your money is gone.

In some ways, I do not think that you can ever eliminate thell
larger thrust of that point. Because so many Federal programs are
aimed at bringing children up to speed and providing equity, when
they are up to speed, then it is time to turn your attention to other,
children.

But should there not be some reward for success? Should there
not be some public acknowledgement and perhaps more than
public acknowledgement, but some structural way of providing in-
centives for success? That is what we are looking at here, and that
is what we are proposing here; the opportunity to replicate success-
ful programs and to build on what works.,

Mr. JEFFORDS. Thank you, Mr.. Chairman.
Chairnian HAWkINS. Mr. Ford.
Mr. FORD. Thank you, Mr. Chairman.
Mr. Secretary, it has been two years since you came up here

when I was chairing the committee to explain the budget, and I
have to observe that you have not come to understand these pro-
grams any better than you did two years ago, and you have not
stopped making definite statements all over the place.

Secretary BENNETT. It is nice to see you, too, Congressman.
Mr. FORD. Now you have been sitting here talking about some-

thing that is 'completely strange to me. And I am uneasy because I
sat on this committee in 1965 when we wrote this law. It was not
then, and it never has been and it is not now a poverty program. It
did not then, it never has and it does not now say anyplace in the
law that you measure the income of the child or the child's family
that you put into a class to get remedial reading.

It says that you use the potential high correlation of concentra-
tions of not poverty people but relatively low income as shown ten
years before on the census, and the potential of that having .a high
correlation with probable need in the same area for supplemental
education.

Only to that degree do you use the consideration of family
income. Not any individual's income, but the income of the people
within a county. And we use the county, because that was the only
level of data gathered in the 1960 census.

Now you keep talking here, as you have been around other
places, and you have got a lot of people confused that what we
have here is a poverty program that somehow has gotten away
from the poor people.

It never was contemplated that once the money was distributed
that a school district or an individual school would use the income
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of the child to determine the need for remedial reading, remedial
math or whatever other kind'-of supplemental education service
that they gave them.

Now why do you persist-In talking as if the law has provided
thitcYou must serve all "pdor children" when it never has? All
three you .at 'one point or another this morning have said that.
Arid t'Would like the 'Secretary to answer, Mt. Wilikie. I am sure
that he. is not has' hfUl.

Secretary BEriirr. No, am- not. General Counsel has informed
me that we can find support for our position in the law. I guess
that we 'would disagree to some extent on your reading of it.

Mr. FORD. am not going` to disagree as to the reading of it. I
helped to write it.

Secretary' BiNNETT. Well, fine. Then I would,say this. I am not a
practicing lawyer. BLit I livould,aay that if you did not have in mind
the boor, then you should' haire had in ,mind the poor. It should be
that way. Arid I think that we should take another look at it with
that in mind.

Mr.'WiLLEFE. Mr. Ford, if I could just ask one queation.
'Why did Congress reference low income at all in the original en-

actment of this legislation?
Mr. FORD. Well, now we have got at least somebody who wants to

figure' out the formula.
What data would you have used to use the child benefit theory to

try to track where you were likely to find children who needed
extra educational help in 1965? The only data that were available
that you could use nationwide was the 1960' census data on income
and age.

So you could take two factors. The number of children between
the ages five and seventeen shown to be in a given area by the
census, and the number of children in the first instance who came
from families who by the census had a family income of $2000 or
less.

Now that comes nowhere near the screening process of a poverty
formula. It is an arbitrary figure, $2000, which everybody knew
was a ridiculously low figure, but it was an arbitrary figure that
gave you some kind of differentiation across the country between
areas and schools districts of affluence and those that were not as
affluent as to the characteristics not of the school district and its
tax base, but the population of that district.

Because all of the sociologists at that time were telling us that if
you want to find the kids who probably are most in need of supple-
mental education, you go to where you find concentrations of low
income kids. Now most of us know that intuititively. But if you. had
come up with something as an alternative to that, then we would
have used it.

Mr. WILLKIE. But all we are attempting to do is to pro vide for
better-targeting and better focusing of existing resources.

Mr. FORD. You keep saying that, but none of you have suggested
how you would go about doing the targeting.

Would you tell me specifically how your forMula would read?
Mr. WILLKIE. Dr. Carnes has just specifically addressed that in

response to Mr. Jefford's question, how we would provide for better
targeting of resources on concentrations of poverty.
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Mr. FORD. No, no. What Dr. Carnes said is that what you would
like to achieve is more concentration on poverty, but he does not
say how, you do that.

What do you use as a measuring device to decide that you have
succeeded in doing.that?

Dr. CARNES. As I said to Mr. Jeffords, we 'basically use the child
count based on the Orshansky poverty data from the 1980 census,
and we can discuss those data later if you want to. It is a measure-
ment of poverty.

What our proposal does for the basic grant is require that the
first five percent of that grant be allocated through the concentra-
tion grant formula.

Mr. FORD. Could.I just interrupt you there, so I can try to under-
stand.your formula?

Dr. CARNES. Yes; sir.
Mr. Fop. You would take the child count living in families de-

scribed as being in poverty by Orshansky?
Dr. CARNES. Yes, sir, just as we do now.
Mr. FORD. Now where do we go to look up that data?
Dr. CARNES. That data is from the 1980 census.
Mr. FORD. Hold it. Where in the 1980 census will you find any

kind of a breakdown of population that relates to the Orshansky
formula? The Orshansky formula is not based on income. It is
based on a market basket, and what happens to that market basket
over a period of years as a result of inflation.

I submit that you cannot from the census determine anything
about the Orshansky formula, because all the census will tell you
is income, age and other characteristics, but it will not tell you
anything about what the current market basket was in 1980. And
that is what Orshansky is based on. Orshansky is a formula that
says that we will say this much income is poverty, but we will say
that each year on the basis of what Molly Orshansky's food basket
for a family would cost today. And that is why it has come up from
about $5,000 to now about $10,000.

But do you still suggest after consulting with your staff that
from the census you can determine how many people are where
under the Orshansky formula?

Dr. CARNES. Well, I guess that what I am saying is that the basis
upon which we make the allocation is the number of children in
poverty taken from the 1980 census. That plus AFDC counts, chil-
dren in foster homes, and children in locally operated institutions
for the neglected and delinquentwhich also make up a small por-
tion of total Chapter 1 formula populationprovide the basis for
determining the Chapter 1 allocation.

Mr. FORD. That sounds nice.
How do you find that out?
Dr. CARNES. I am going to have to ask some of our other folks to

answer that question, if that is all right with you.
Mr. FORD. Certainly.
Dr. CARNES. This is Mary Jean LeTendre.
Chairman HAWKINS. Would you identify yourself for the record,

please?
Ms. LETENDRE. Mary Jean LeTendre, Director of Compensatory

Education Programs for the Department.
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Chairman HAWKINS. Thank you.
Ms. LETENDRE. As I understand, Mr. Ford, there are data on the

number of children from low-income families that we get directly
from the census. These data are given our Center for Education
Statistics. We receive from on recipients of Aid for De-
pendent Children. And we use the criteria that the census has used
in defining poverty.

All of those go into a determination of the current formula. I
think what Dr. Carnes has indicated is that we are not changing
what exists. There is no provision ,to change that aspect of the for-
mula that you wrote into the law over twenty years ago.

Mr. FORD. Then what you are suggesting is that you leave the
basic formula for distribution between the States and within the
States down to the county 'level?

Ms. LETENDRE. Yes. The factors in the formula would remain the
same.

Mr. FORD. And now all that you have been saying this morning
has to do with what you do after it gets within a county?

Ms. LETENDRE. Yes, after the two percent absorbtion factor has
been applied.

Mr. FORD. As a matter of fact, what do you know about how they
do it out there now? Do they do it the same way? You like to talk
about Montgomery County. Every time that you come up, you men-
tion Montgomery County.

Dr. CARNES. I have never been up here before, sir.
Mr. FORD. I do not know whether it is because you live there or

you are envious of people who do, but it is in your presentation
every time.

Dr. CARNES. Mr. Ford, I have never been before this committee. I
have not had that privilege. So I do not think that I have been
using Montgomery County in every example.

Mr. FORD. You do brief our staffs, and they do tell us about your
briefings. You make a great impression, and you are quoted to use
it more often than you might suspect. So we are not unfamiliar
with your positions.

Dr. CARNES. Change it to Fairfax County. That is where I live.
Ms. LETENDRE. I have visited Montgomery County, and they

have an excellent Chapter 1 program serving the children that
they have identified as needy. They identify their children in ap-
proximately the same manner that most do. Most of them use
school lunch count. Once ic gets beyond the county to the district
level, that is the most current data that they have available to get
the money to where the children are identified as poor.

Mr. FORD. I would like to tell you that that is where I learned
that there is no poverty factor involved in the formula. Because in
1965 after we passed the law, the then Secretary of HEW was
living in that county, and his wife belonged to the PTA. And the
Montgomery County PTAs were absolutely irate that we were pass-
ing a massive Federal education program that their children could
not benefit from.

So I was invited as a member of the subcommittee to go out
there and stand before the assembled PTAs and try to explain the
formula to them, and explain that indeed Montgomery County
would qualify, and that you did not have to apologize that you lived
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in a poverty stricken county in order to have some help, but that
probably more people in Prince George's County would qualify.

But that there was no county in the country as far as we could
determine from the census data that would not qualify, which was
another one of the nice things about this. That the real purpose
that most of us had when we started out to write that law was to
get general aid to education. And nobody could figure out to get
that past all of the warring religious questions and civil. rights
questions. We were still fighting the battle of the 1954 desegrega-
tion case and its fallout until the White House came up with the
child benefit theory.

And then we very deliberately tried to find a child benefit theory
that you could broaden out, so that you would have a real constitu-
ency in this country for federal aid to education. And we were
pleased to discover that the Title I formula of 1965 actually made
eligible 95 percent of all of the school districts in the United States.
And there is not another formula that we have ever been able to
write that does that.

And that is why the formula has not changed, even though the
bill has been reauthorized and reauthorized many times, and even
why Gramm-Latta did not try to change it. And now you are
coming in and talking about a whole different way of deriving the
funds with this concept of poverty.

And I just wonder, what you are talking about when you talk
about within the county. How far down are you talking about
having poverty do the targeting for you?

Dr. CARNES. Let me amend a statement that I said a second ago
in response to Mr. Jeffords. All of the counties that participate in
the program would continue to be in the program. It might be that
one LEA or another would either get greater or lesser funding.

We are saying that within that county, we would target that
money down to the individual school level. The LEA would do that.
It would be obliged to target the funds that it had on the poorest
one-third of the schools in its district.

Mr. FORD. Are you not aware that that is the way that a majori-
ty of counties with a big city in them are doing it now, is that not
true? In Los Angeles, as a matter of fact, they take an actual
annt al welfare count or public assistance count, and use that along
with real estate values I believe in Los Angeles County to break it
down into each individual school attendance area.

Ms. LETENDRE. They do that, Mr. Congressman. We have found
that the school districts, however, when qualifying anyone above
the district average cut-off, that three-quarters of the school dis-
tricts have tended to spread the money across all the schools that
they deem eligible.

I think that what Dr. Carnes is saying is that there are more
children who are poor and who have greater educational needs
based on the recent study who would benefit more. But I do want
to clarify that the provision that is currently in the statute that
allows any school that has a 25 percent poverty rate would contin-
ue to be able to receive services.

So it would be within those school districts, and there are many
that do not have a 25 percent poverty rate, where we felt that the
money would be better concentrated so those schools with a higher
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concentration of families in poverty should be served rather than
spreading it out to those that have a lower concentration.

Chairman HAWKINS. Mr. Goodling.
Mr. GOODLING. Thank you, Mr. Chairman.
For my five minutes, first I would like to shift the thinking a

little bit. Nothing is going to improve, we are told, with study after
study unless as a matter of fact the on-site administrators have an
opportunity to sharpen their tools, et cetera, which brings me to
the question.

I have been going all over the country saying that we are just
about ready to move ahead with the LEAD program. And I got that
information from the Department. Now I do not see the LEAD pro-
gram moving as yet.

Can you bring me up to date, Mr. Secretary, as to where we are
on what I think is a place that we really have to begin when we
talk about improving education?

Secretary BENNerr. Dr. Carnes will give a brief history of where
we are.

Dr. CAWIES. Mr. Goodling, we expect to get the first batch of
awards out for LEAD within the next few weeks. We have a rescis-
sion proposal for LEAD for fiscal 1987. We are, however, on track
for applications and grants under that program. The 1986 grants
will be made quickly.

Mr. GOODLING. Can you assure me that it will be within March?
Dr. CARNES. Within the month of March for 1987?
Mr. GOODLING. No, as far as getting those 1986 grants out.
Dr. CARNES. I would say within April.
Mr. GOODLING. The early part of April?
Dr. CARNES. I will do my best, sir. But I can assure you that it

will be much better for 1987.
Mr. GOODLING. How about the regulations, where are we on the

regulations?
Dr. CARNES. We think that they are about to go forward. We

have sent them to 0MB for a final sign-off. We expect them to be
published within the next week. All our differences with 0MB
have been ironed out. The final regulations will go next week, and
45 days after publication, they become final.

Mr. GOODLING. .I am not wrong, am I, Mr. Secretary, in believing
that that is very, very important, the on-site administrator in rela-
tionship to improving education?

Dr. CARNES. No, we agree with that. Even though we are propos-
ing a rescission in that program in 1987 and not e:oposing funding
for it in 1988, we do believe that it is important for administrators
to have this kind of opportunity. And we have incorporated provi-
sions for that in our teacher training bill.

Mr. GOODLING. Well, I would not want to start a program if we
are going to get out of it the minute that we start it. So I guess
that we will have to take the lead as far as Congress is concerned.
We will also have to try to find the money.

Let me just turn briefly then to Chapter 1. I do want to say that
there is more in your proposal that is good and that I agree with
than I disagree with. Much of it looks very, very familiar ns a
matter of fact, as you look at some other proposals that have been
floated in relationship to Chapter 1,

*: *.e
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Rewarding success is very, very important. Accountability for re-
sults is good. We want to make sure though that we do not get
back into some onerous reporting programs again that we got away
from in relationship with Chapter 1.

Encouraging innovation and effective practice, parental involve-
ment. Parental involvement to me means something different than
it does to some people. Because I think that in parental involve-
ment that we are talking about what it is that we do in a school
district to help the parent better prepare the child before they
come to school and after they are in school. So that is what I con-
sider parental involvement beyond any kind of planning.

Addressing Felton, we think that we have done that, and I am
glad that you are looking in that direction, too. There are three
areas where I would say tread lightly. There are some of us who
have been very close to the migrant education program for a long
time. I want to discuss those issues with you before you move too
rapidly in that area.

Increased choice is a problem. We thought before the hearing
yesterday that we had all of that worked out. Some of us felt that
we were stabbed in the back perhaps with some of the testimony
yesterday. But we thought that all of that was worked out before
yesterday's hearings. So we were kind of surprised with some of
the testimony yesterday.

The whole idea of targeting, I do not have any problem with it as
long as we make sure that this does not become a program that is
strictly a center city program. I think that when you talk about the
needs of children, that they are just as needy and maybe even
more so in some instances in some very rural areas where there is
very little help available.

The GAO said that no one is misusing the funds according to the
way that the law is written. The assessment group that spoke yes-
terday assured us the same. They also said yesterday that most of
that 10 percent in the 50th percentile and above are these because
they have been grandfathered, and have been given the extra year
of reinforcement. They have graduated from the program, and they
made that pretty clear yesterday.

They also made very clear yesterday in response to a question
that I asked that there are people, for instance, in some schools in
third and fourth grade who are more needy than some of those
who are being served in first and second grade.

But they are only serving first and second grade because they do
not have enough money to serve the rest of the school. So that is
part of the problem in relationship to how closely they are target-
ed.

I do not have any problem with the assessment once in every
three years. Again as I indicated, as long as we make sure that we
do not get back into the business of grinding out pages, and pages,
and pages and pages of paperwork. That does not help to educate
childrez%

So basically, I do not have too much with which to disagree the
exceptions being those three or four areas that I mentioned. As the
choice situation, I think that they already have a choice- T do not
think that we at the federal level should be involved in how much
choice someone who wants to send their children to private and pa-
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rochial schools have. I think that is their business and their re-
sponsibility.

We will take care of in our bill of making sure that we provide
the Chapter 1 opportunities. That does not need to be any voucher,
or as they called it yesterday parental grant. So I have nothing
else.

Chairman HAWKINS. Mr. Biaggi.
Mr. BIAGGI. Thank you, Mr. Chairman. Welcome, Mr. Secretary.

I was not here when you made your statement, but I have since
read it carefully.

Yesterday Bishop Hughes of the Catholic Conference made refer-
ence to parental grants, and there was some distinction between
parental grants and your compensatory education certificate.

Would the parental grant proposal that he advocates be accepta-
ble?

Secretary BENNETT. I do not know. I am not familiar with his
views expressed yesterday. Let me ask my General Counsel.

Mr. WILLKIE. We are familiar generally with the testimony that
was given yesterday. I think that there is considerable overlap, but
I have not seen any formal presentation of that proposal. I think
that it incorporates some of the same objectives.

Mr. BIAGGI. I wish you to familiarize yourself with it.
Secretary BENNrr. I will take a look.
Mr. BIAGGI. And when you do that, we would appreciate your

comments in connection with it.
Secretary BENNETT. Sure.
Mr. BIAGGI. Mr. Secretary, in the past the administration and

Department of Education have talked about the importance of alli-
ances between the private sector and public schools to improve edu-
cation and marshall all community resources. I have introduced a
bill, H.R. 627, Alliance For Education Act, to encourage the estab-
lishment of these partnerships between the private sector and the
public schools.

Does the administration and Department still support and advo-
cate that policy?

Dr. CARNES. Mr. Biaggi, we are not opposed to such partnerships.
We think that under many circumstances such an approach can be
a very effective way of aiding students. So we support such part-
nerships.

As to the specifics of the particular legislation you mention, I
would suggest that the bill we are recommending would allow
these kinds of activities to occur.

Mr. BIAGGI. But you are not providing any funding to support
that, are you?

Dr. CARNES. We would allow both the State and ..)cal school dis-
tricts to support such activities. We would at the same time under
our proposal reserve a portion of funds at the federal level to make
grants to demonstrate exemplary and innovative programs in an
effort to encourage such projects.

Mr. BIAGGI. At what level would you find those grants?
Dr. CARNES. The portion of funds that we would reserve for use

at the Federal level would be $20 million, which would provide for
a range of demonstration programs throughout the country.
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Mr. BIAGGI. Well, you do not differ too much from the bill, where
the bill advocates $30 million, and you are suggesting $20 million,
so we are not too far apart are we?

Dr. Ciimas. In terms of the total funding, I guess I would say
that we are not too ^far apart, although there are other activities
under ours that we could support as well. It would not be restricted
to just those activities.

Mr. BrAGcl..Fine.'With connectio we are talking about improv-
ing American competitiveness. You have heard the President say it
and I am sure we are all concerned about it, and one area that
must be addressed is work, place illiteracy. It certainly seems to
impede that competitiveness.

I have offered a bill which authorizes $50 million. Aside from the
dollars involved, you are still supportive of the entire effort.

Secretary BENNEIT. Yes, sir. We have requested an increase of
$26 million. I think it-is $26 million in our efforts in illiteracy, and
we are very pleased with what we have done at the Department.

I would say though that based on what we know, at least on re-
search going on in the field, I think we are in a better position now
than we were a year or two ago to talk about what are the most
effective programs in combatting or responding to the issue of
adult illiteracy. I think we can say more about that than we could
in the past.

But nothing we have learned suggests that there is a better
answer to this than prevention. The thing that we must do and we
must insist that our schools do is provide the basic skill of literacy
for every child. When some proportion, and that does net matter to
me whether it is 10 percent, 20 percent, 30 percent or 40 percent of
people, who are being moved through grades without having the
basic literacy skills, that is an issue we need to address.

Mr. BIAGGI. Well, you and I agree on that, no question. But that
is long range.

Secretary BENNETT. Yes, sir.
Mr. BIAGGI. And I am talking about short range at this point.
Secretary BENNETT. Yes, sir.
Mr. BIAGGI. Did I hear you say that you are recommending $26

million?
Secretary BENNETT. $26 million additional dollars.
Dr. CARNES. That is right. It is about a 25 percent increase in the

overall funding for that program.
Mr. BIAGGI. Well, again, we are talking about disparity in num-

bers.
Dr. CARNES. Right.
Mr. BIAGGI. Finally, Mr. Secretary, last year you listed elementa-

ry education as a department priority. In particular, when talking
about elementary programs, you mentioned gifted and talented
education as a priority. I understand you do not support the bill
that I have introduced because of the $25 million price tag; is that
correct?

Secretary BENNETT. Yes, sir.
Dr. CARNES. There are two reasons for that, if I could elaborate,

Mr. Biaggi.
It is in part a question of price. Let me also say that such activi-

ties are supportable under the Chapter 2 block grant if states want
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to. If they declare that as a priority effort for them, they could sup-
port these kinds of projects.

But let me say, in addition, that we think that the major Federal
role should be targeted towardsif there are available resources
those that we' are trying to reach in our Chapter 1 proposal.

Mr. BIAGGI. Well, you say it is allowable under Chapter 2 which
means that some other program will suffer as a result. Now we are
talking about a national effort to improve education. We know the
President has spoken about it. We know you have spoken about it,
and everyone is speaking about it. And clearly, you are not going
to be able to get all these programs in place without some price
tag. I do not think the price tag here is all that exorbitant when
you consider, one, that they contribute to the dropout problem.

It is estimated that one out of every five of these gifted and tal-
ented children drop out of school because of the boredom and what-
ever. So that is a grave and serious problem.

Aside from the negative, talk about the positive. We are looking
at the brightest of the bright who have the great potential to be
the leaders. And we are talking about an issue and we are talking
about an element that should be pursued and we all agree on that.

Yet, when it comes down to doing something about it, we get
rhetoric.

Secretary BENNETT. No, I do notexcuse me.
Mr. -BIAGGI. Yes. Did you want to say something about this?
Secretary BENNETT. Well, it is not
Mr. BIAGGI. If I am wrong, I would be delighted to be wrong.
Secretary BENNETT. Sure, we would say it certainly is not rheto-

ric, but we do not think either that for every educational problem
we need another seed catalogue of Federal programto quote Gov-
ernor Babbitt yesterday. Most of the educational problems we
think can best be addressed in the States.

The problem you talk about for the gifted and talented is a prob-
lem for students generally, and I think the problem is insufficient
expectations for students. We just did the wall chart, Congressman,
the State-by-State comparison of student achievement. We found
that, if anything, high expectations tend to keep people in schools.
It is not the other way around.

It is not that when you raise the standards, people leave school
because they are afraid about meeting them. When you raise the
standards, people tend to stay in school because it is a more inter-
esting and challenging place to be.

We could have a $10 million, or $20 million or $50 million pro-
gram for bright students, gifted and talented students. But if the
expectations were not there in the school, it would not matter.

And the second thing I would say is if the expectations are high
in the school for all students, you do not need a Federal program.

Mr. BIAGGI. Well, I do not disagree with you.
Secretary BENNE= Okay.
Mr. BIAGGI. Except this. You are talking about a long-range pro-

gram.
Secretary BENNETT. Okay.
Mr. BIAGGI. You are talking about the very fundamentals of edu-

cation which are not adequate at this point. That is the difference.
And clearly, well, aside from that what puzzles me is although we
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talk in terms of gifted and talented as an important element, can
you tell me why the department has abolished the Office of the
Gifted and Talented, and why they cancelled the study to be con-
ducted on the gifted and talented education last year?

Dr. CARNES. Mr. Biaggi, my recollection is that essentially we
have given the resources at our disposal to find our budgetary role
in the way that we have outlined in our Chapter 1 proposal. As a
consequence, we just find it difficult to envision the ability of the
department to support such programs regardless of their merits. I
do not think that we are disputing the merits of efforts to provide
opportunities for the gifted and talented.

I think what we are asking, is whether, given the circumstances,
that is something we ought to be proposing at the expense of some
other activity in the department.

Mr. BIAGGI. Well, here we go again.
Dr. CARNES. Yes, sir.
Mr. BIAGGI. Here we go again.
Dr. CARNES. Right, there are trade offs.
Mr. BiAGai. Well, I do not know what we traded in this case, but

there comes a time when trade offs are not acceptable and they
should really talk in terms of important issues, and I think this is
an important issue. Everyone agrees it is an important issue. Ev-
eryone says we talk about education and excellence. As a matter offact

Secretary BENN-71`. That does not mean that we have to have
another Federal : .gram for it, Congressman. More Federal pro-
grams do not mean better educational results. We can show that
year after year.

We know what makes for competitiveness. We know what makes
for good schools, and these are not things for the most part for
which you need Federal programs.

Mr. BIAGGI. You continue to make the distinction between local,
State and Federal programs.

Secretary BENNETT. Yes, sir.
Mr. BIAGGI. I do not. I talk in terms of education as a blanket

issue where we are all concerned.
Secretary BENNETT. Yes, sir.
Mr. BIAGGI. And I know what your inclination is as a matter of

policy to withdraw the Federal participation as much as possible.
Secretary BENNETT. No, that is not necessarily the case.
Mr. BIAGGI. Well, it is reflected in the budgetary requests. But I

do not think that is the way to go. The old bartender once said,
talk is cheap; it takes money to buy whiskey. I mean everyone is
talking about how wonderful education is and what we should all
be doing. It is a major program.

Secretary BENNETT. Education has been high on money for 20
years and the results have not been particularly encouraging. We
know what makes for good schools and it is not ever-increasing
educational expenditure. We are not just saying let us talk our way
out of it. We are saying we do not think you can buy your way out
of it. I do not think you can just send a check and you are going to
get better >schools. And we are not just saying it; we are prepared
to prove it based on effective educational research.
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It is not a matter of just talk. It is a matter of effort and commit-
ment. It is a matter of homework. It is a matter of high expecta-
tions. It is a. matter of competent teachers. It is a matter of excel-
lent leadership on the part of principals. Another check from the
Feds is not going to do it.

Mr. BIAGGI. Mr. Secretary, as I said before, I do not disagree on
your fundamental approach.

Secretary_BENNETT. Right.
Mi. BIAGGI. But I am also realistic enough to know that your

goals in this case are long term. And I do not think we as a Nation,
as a people, can afford to wait for that solution. We should look for
an interim implementation of our objectives.

Chairman HAWKINS. That is a good statement. Can we end?
Mr. BIAGGI. Thank you.
Thank you, Mr. Secretary.
Secretary BENNETT. Yes, sir.
Chairman HAWKINS. Mr. Gunderson.
Mr. GUNDERSON. Mr. Chairman, Mr. Henry due to a scheduling

conflict asked that I yield at least briefly to him, so I am going to
yield to him at this point.

Mr. HENRY. I thank the gentleman.
Chairman HAwxrNs. Mr. Henry.
Mr. HENRY. Thank you, Mr. Chairman.
Mr. Secretary, I really commend you for asking the right ques-

tions. Quite frankly, for awhile I was wondering whether you were
getting crucified or being stoned or getting a Chinese water torture
floor the committee, but I really do think you are asking the right
questions,

The 1960s and 1970s were years of phenomenal growth and a re-
direction of this country in terms of resolving the problems of un-
equal educational opportunity. I think the questions today are ac-
countability in the system to see if what we set out to do is work-
ing.

You are a former professor of the humanities, and so you know
that Socrates got killed just for asking questions. The problem in
your case is that you are not only asking questions but you thifik
you know all the answers in terms of, you know, what they are.
[Laughter.]

And I think that is what is putting the edge here.
Secretary BENNETT. That is my problem.
Mr. HENRY. But I hope that our disagreement on some of the an-

swers does not let us lose sight of the basic questions you are
asking relative to accountability.

1r example, targeting is an issue, an I am amazed, for exam-
ple, by some of the questioning. My district is potentially helped
with this proposal because it is an urban districtwhich has great-
er needs and yet less ability to address the critical social and edu-
cational needs of its kids.

I am looking at my State, Inkster, Flint, my community, I pre-
sume the Chairman's community, in terms of the targeting aspects,
are potentially helped. Is this not where the most concentrated
social need b?

Over and over again all the education research tells us that the
building principal in conjunction with parental involvement is the
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key toturning around a learning environment. The changes in the
law several years ago on parental involvement were not meant to
be a retreat from parental involvement, but an acknowledgement
that many of-the parent councils were nothing more than phoney
fronts and were not doing a thing to really deal with substantive
issues of parental involvement, and it is good that we raise the
question.

On the issue of choice, let us just forget for a moment the non-
public school sector, so we can take that issue out. A half a dozen
years ago we were debating magnet schoolS as if it was a step back,
you know, that this would resegregate the school systems.

Now J imagine that every single member of this committee from
an urbaii school district probably has a grant pending in front of
your department for magnet schools which are designed to increase
opportunities for choice, for parents and kids, and flexibility in the
syStem.

So you are on the right track on the questions you are asking
and T clearly would hope that while we may not take all the op-
tic the Chapter 1 reauthorization, that we would at least have
sok provisions in the bill to test your answers, and that we will
have something in here to try them.

The fundamental issue is that the districts with the greatest edu-
cational need are those who have the least by the way of resources
to address the need. And we have with that the problem of the
danger of a permanent underclass in our society. And that I think
is really the issue you are trying to address. And I am wondering
whether you really believe we have simply to resign ourselves to
an underclass in American society and to what extent your ques-
tions and your answers are directed at creative al i constructive
resolutions to the problem of a permanent, unfortunately, many of
us are afraid, American underclass.

Secretary BENNETT. Thank you, Mr. Henry, an excellent ques-
tion. Let me comment on a couple of things. First your elegant in-
troduction, your Socratic moment there.

It was one of the dicta of Socrates that he was not an absolutist,
but he believed tha' you should go with the most likely story. And
what he always pi .,posed as his version of things was what he
thought would hold up to evidence and examination. And all of us
folks who get our PhDs in philosophy have taken something like
the Hippocratic Oath, the Socratic Oath, which is to try to stick
with the most likely story.

There are times in this job when one is tempted to think it would
be easier on one to be less like Socrates and more like Hamlet, and
to say, my gosh, I do not know. I guess we had better have a Feder-
al program. Two plus two might equal four, but it might equal five.
So when in doubt, let us have another Federal program.

The problem is that if you look at the evidence, you will see that
two plus two does equal four; that good education is good education
whether it is in Michigan or D.C. or California, in Japan or the
United States. And it pretty much always has the same marks.
Some of them can be helped or aided by Federal programs. But
Federal programs cannot cause them to be good if they are not al-
ready good.
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One of the areas on which this debate often focuses is this ques-
tion you asked about the underclass, because there are some who
are convinced that we do have a permanent underclass in our soci-
ety; moreover, that underclass is impervious to movement or to in-
fluence, and there is very little we can do about it.

We are convinced that that is not true. We are convinced that
that is not true, not because we want to believe it, but because we
have some evidence. We have seen some evidence of movement of
the very poor, the very educationally disadvantaged.

I have made a point, Congressman, as I think you know, of going
to schools where the population of that school, at least a substan-
tial part of it, might in socio-economic terms be described as part of
the underclass. And yet at these schools children are learning and
achieving. I think there is great hope for their future.

At the William Lloyd Garrison School in the South Bronx, we
spent almost a day talking to the ,children with a lot of reporters
following us around. The children were obviously doing very well.
They were scoring at very high levels for reading and math.

It was interesting to me how much the press, not all the press,
but much of the press that was there thought afterwards that it
was not possible that these children could have actually come from
the neighborhood; that these were really neighborhood children.
The neighborhood; I should point out, is the same neighborhood
that i3 portrayed in that Paul Newman movie, "Fort Apache",
"The Bronx." This is a tough, urban neighborhood. It is a ghetto.
And many of the press and others observers could not believe these
were neighborhood kids because they were doing so well.

Well, I think the belief on the part of some in this permanent,
impenetrable underclass is so strong that evidence to the contrary
is nct readily admitted. But there it was. It was being done. Those
children are learning. They were learning math, they were learn-
ing English, and they were learning their other disciplines.

I will not recite to you all of the features of that school which
make it possible for those children to learn. The school is in the
process of moving those children out of the underclass into the
mainstream and thus saving the lives of children.

But just let it be said that our notion about penetrating the poor
segments of our society and making education something that
people can latch on to to get out of that is not just a hope. We have
a lot of evidence. We can do it.

Mr. HENRY. Thank you, Mr. Chairman. I yield back to the gentle-
man from Wisconsin.

Chairman HAWKINS. You have used the gentleman from Wiscon-
sin's time.

Mr. HENRY. If he has any time left.
Mr. GUNDERSON. Mr. Chairman, I just want to request that I get

his time.
Chairman HAWKINS. Do you want to use one minute of your time

now or do you want to wait?
Mr. GUNDERSON. Well, if I have got a minute, perhaps I can use

it now because I do have some other problems and conflicts as well.
Mr. Secretary, the concern that I have with very frankly both of

the formulas that are in front of us right now is their impact on
rural America. I understand the need and desire to concentrate,
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but when you are dealing with a $50 to $100,000 maximum grant,
there is no conflict of centering this on one school building versus
another. We only have one school building in most of our rural dis-
tricts.

And part of our problem in rural America is even if you use the
1980 data, that does not adequately reflect the transition that has
occurred in rural America and very frankly, the farm crisis that
has all happened since then. So even the 1980 data is outdated for
us.

A concern I have in addition to that is your bill does call for a
State set aside. And the problem with a State set aside is that if
you take money out of the present formula and set that upin
other words, if you take part of the pie and put it in a set aside for
special projects, what that does is it reduces tie amount of money
by formula distributed to our school. And in a rural school, in all
honesty, it is net a question of a good or a bad program; it is a
question of a program at all.

I am not against the concept of improving the quality of Chapter
1 in any way, shape or form. But we have some real problems in
maintaining a Chapter 1 program in rural schools across this coun-
try at all today, and we especially have a problem in trying to find
a way to provide them some flexibilities.

I talked to my rural administrators. They are asking for the dis
cretion to take say 5 or 10 percent of their Chapter 1 program
funds and use that in terms of innovative projects within the
school district. That type of concept is what they would like to see.

Do you have any comments in this area?
Mr. WILLKIE. First of all, the setaside to award successful pro-

grams is only for 1 percent. And we would like to think that we
would be able to encourage successful practices that would benefit
rural as well as urban school districts.

Secondly, with regard to targeting, we are seeking to shift our
resources a bit to favor those districts which have a higher percent-
age of disadvantaged, educationally disadvantaged kids, whether
they be low income or not, and that does not inherently discrimi-
nate against rural districts.

Obviously many of our rural districts have particular problems
of poverty and educational disadvantage and we think that this for-
mula would not in any way work against them. Where there were
particular needs, it would work in their favor.

Mr. GUNDERSON. That is to say if 20 percent of the students are
low income, then those districts would-

Chairman HAwifiNs. Mr. Gunderson, could we indulge the com-
mittee. I would like to declare a three minute recess, and we mean
three minutes.

Thank you.
[Recess.]
Chairman HAWKINS. Mr. Gunderson.
Mr. GUNDERSON. There is a problem even with the 20 percent.

And the problem with the 20 percent, number one is that the way
that we calculate income. Farmers have a high gross income. So
number one, they are not going to qualify as poverty level income
even under the 20 percent.
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Secondly, in a rural district, let us not forget the 20 percent con-
centration grant is the trigger where we start counting. In other
words, you have to have above 20 percent, and the reality of those
factors is that, rural areas will simply not benefit from those pro-
grams. We- then get back to that original basic question which I
have asked. For us is not a question of quality, I think our rural
programs very frankly are as high a quality as anyone can assume
considering the circumstances, it is a question of whether or not we
even have a viable Chapter 1 program at all.

Secretary BENNETT. Right.
Mr. GUNDERSON. So I guess what I am saying is that we are able

to work with your Department in trying to deal with this question
because=

Dr. CARNES. I think that what we have said all along is that we
are not dug in on every nuance and every detail of these proposals.
What we have done is to propose ways to achieve what we think
are the principles that ought to be embodied in any legislation to
reauthorize this bill.

The first of those we suggest is targeting. It is certainly an idea
that almost everyone we have ever talked to and everything we
have read advocates. And we have proposed a way to achieve that
objective.

The second thing I would say about the 1 percent setaside is,
even though it is held by the SEA, the money is required to go out
to LEAs. LEAs would eventually get that money.

Beyond that, there is an increase in the appropriation for the
basic State grant program so that basically every state's grant is
going to go up on top of the 1 percent set aside.

Mr. GUNDERSON. Yes.
Chairman HAWKINS. Thank you.
Mr. GUNDERSON. Thank you, Mr. Chairman.
Chairman HAWKINS. Mr. Kildee.
Mr. KILDEE. Thank you, Mr. Chairman. I will try to stay within

the five minute rule here.
Mr. Secretary, there are certain national purposes in education,

and I think that national purpose is very clear in our need to com-
pete in the world markets today. And vocational education certain-
ly helps very much in that competition. I see that certainly in
Flint, Michigan where Louie Chevrolet and David Buick lived and
where we would like to produce more of those cars there today but
we really are in a very, very competitive situation today.

So national purposes in education are clearly seen in many areas
and I think very clearly seen in vocational education. Could you
then give us your justification for cutting the Federal funds for vo-
cational education?

Secretary BENNETT. It is a matter of relative priorities, Mr.
Kildee. We looked at the budget, looked at things that we wanted
to advance and we essentially made substantial reduction in two
areas. One was in higher education, shifting from grants to loans.
That is another story. And the other area was vocational education
where our request was reduced to zero.

The main driving factor behind that was budgetary. We could
have said, well, we will not ask for a $200 million increase in Chap-
ter 1. We will ask for $200 million in vocational education. But we
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decided to put the increase, what increase we do have, in this pro-
gram.

The reason that we felt more sanguine and more comfortable
about doing that was because of the density of funding for vocation-
al education outside the Federal level. I think it is $11 of $12 spent
on vocational education come from outside the Federal Govern-
ment. We did not feel that our proposal would seriously harm or
damage the cause of vocational education.

Given current deficit problems, this was a responsible approach.
We used something like Mr. William Gray proposed last year. We
need to distinguish between the desirable and the necessary at the
Federal level.

And based on that distinction, we felt more comfortable making
the choice the way we did.

Mr. KILDEE. But we are in extreme competition right now. I
would invite you to come to Flint, Michigan. We are closing two
plants down totally. The Buick plant, which is one of the most
modern plants, is laying people off. We are in extreme competition.
And to my mind for us to cut back on vocational education at that
time is akin toin this trade competitionis aldn to unilateral dis-
armament.

We are taking one of the great weapons that we can use to help
this country to compete and we are saying we are going to spend
less money in that.

Now Weinberger certainly would not do that. He would certainly
ask for more money, has asked for more money to compete in an-
other area of competition. But we are in severe competition right
now. I can recall the day when one could graduate from high
school in Flint, Michigan on Sunday, and go to work at the Buick
plant on Monday.

Now different skills are needed. Those who do go into the plant
have to have basic educational skills tied very often with vocation-
al education skills. And a good vocational education program ties
these together very, very well.

A good vocational education program, for example, in mechanics
will tie together ratio and proportions in math.

Now to my mind you had a couple of choices. The Federal Gov-
ernment is not giving much in vocational education. I would con-
cede that. You had two choices. You could increase the Federal role
or decrease the Federal role and you have chosen to decrease the
Federal role, and I cannot understand why when we are competing
right now in my city with Japan. We are in direct competition with
Japan right now, and I do not think Japan if decreasing their com-
mitment to vocational education.

Secretary BENNETT. Well, I could just repeat what I said, Con-
gressman, excep' I will not do that because you have already heard
it. But let me say a couple other things.

Vocational education will continue. Vocational education will
continue to be offered in schools in States all over the country. It is
a matter of relative priority. And I would say that the reason you
saw us increase our request for Chapter 1 and not in vocational
education was because the relative priority we attached to the im-
portance of the achievement of the basic skills.
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Yes, there is vocational education in Japan, but I would submit
to you the reason for the Japanese success lies deeper than any
specific specialized program. It lies in their effective practice of
American educational ideals. It rests in good schools. Basic skills I
think are still the first and most important requirement and that
is why we put our thrust there.

Mr. KILDEE. Let me tell you that you are compounding our prob-
lem in Flint. We are in competition with Japan right now. Buick is
laying people off. The Fisher body plant is to be closed, kaput,
gone. One of the Chevrolet plants is going.

Therefore, the tax base for the city of Flint is reduced. So we will
not be able to spend as much in education as we were before. And
at the same time you send us a message that we are going to cut
out the federal money for vocational education.

How can we endure that?
Secretary BENNETT. Well, Michigan as a state has been doing

pretty well educationally according to our wall chart and by other
indices. You have the second highest teachers' salaries in the coun-
try in Michigan. The resources of the State of Michigan are cer-
tainly still adequate to do the job if they are well deployed.

Mr. KILDEE. They will not be adequate in Flint, Michigan. As
soon as that Fisher body plant is closed, the tax base is going to be
reduced. It is not

Secretary BENNETT. Well, I cannot comment on Flint, Michigan.
Mr. KILDEE. You cannot what?
Secretary BENNETT. I am not familiar with the situation in Flint.

I concede that to you.
Mr. KILDEE. Well, I suggest you come look at a place that is in

direct competition with a foreign manufacturer, and when you are
in direct competition with a foreign manufacturer, there are cer-
tain national purposes which should be served in education. And
vocational education is clearly part of that national purpose.

Secretary BENNETT. But a national purpose does not necessarily
entail a Federal program, Congressman. It just does not follow.

Mr. KILDEE. We had an old program. You are asking us to zero
fund a program that has been in existence. You are rot denying us
a new program. You are retrenching in this area.

Secretary BENNETT. That is right, because we have problems
here too. Problems in Flint and River City and problems in Wash-
ington.

Mr. KILDEE. Well, you have got regular problems, but you do not
compete with foreign manufacturers.

Secretary BENNETT. And one of the reasons we do not compete is
we do not do a good enough job with the resources we have. We
spend more than our foreign counterparts on education. We spend
and spend and spend, and we do not get the results.

If educational excellence and competition, Congressmen, were a
spending derby, we would win it hands down.

Mr. KILDEE. You know what your philosophy seems to be. You
know, you and I get along well. We have talked in my office.

Secretary BENNETT. Sure.
Mr. KILDEE. You and I come from a similar background. We

wound up in different places. I have a classical education too, but
we certainly departed somewhere along the line. But your philoso-
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phy seems to be that if things are not working well, then cut the
funding for it.

Secretary BENNETT. No, make then: work better. Make them
work better.

Mr. Krum Your philosophy
Secretary BENNETT. No, if you have a deficit, you have to do

something; you have to do something.
Mr. KILDEE. If vocational education is not working as well, then

you want to bankrupt it. That is not going to solve anything at all.
We need right now to have trained and skilled and educated people
in Flint, Michigan to compete, and that is going to serve the na-
tional purpose that we can compete better. We have to have it and
you are cutting us. At the same time, we are losing our tax base
because of that competition.

Secretary BENNETT. Well, we do disagree. I would reject your
characterization of my view, and I will not respond with a charac-
terization of your view.

Mr. KILDEE. "Jell, I very often will emphasize my point. I find
myself in sharp disagreement with you. I do not mean to be person -
alll offensive, but I have got my people back home to protect.

cretary BENNETT. Yes, sir.
Mr. KILDEE. If I have to be sharp in my line of questioning to

protect them, I will do it.
Secretary BENNETT. You bet.
Chairman HAWKINS. Mr. Grandy.
Mr. GRANDY. Thank you, Mr. Chairman.
I would like to follow up on the general theme of my colleague

from Michigan: competitiveness. In your oiNening statement Mr.
Secretary you say, "Our proposal would provide States and locals
with funds to help recognize outstanding teachers and to help at-
tract qualified people from other professions into teaching. Again
both are changes instrument to enhancing educational competitive-
ness."

I pit that against the administration's interest in shifting the em-
phasis on higher education funding from Pell Grants and work
study and SEOGs and so forth with the philosophy being that since
students are the major recipient of their education, they rather
than the federal government should bear the major burden of the
financing.

I would like to share with you what this means in terms of my
state, Iowa, and how that philosophy would work.

The average annual cost of attending an independent college in
Iowa is $9,551. If you go to a regent college, a state university, it is
$4,773. So the need for the independent college student, assuming
he wants financial aid, is $6,900, and the average need for a regent
college student is $3,200.

What that means, of course, is that if students make the decision
to attend regent colleges because of reduced cost, particularly in
light of the shift in emphasis to student loans, the cost to the state
of subsidizing education will increase tremendously. In Iowa, the
State university student's subsidy is about 75 percent, while the in-
dependent colleges is about 30.

Here is the ruband this goes back to your statement. Independ-
ent college graduates in Iowa, and I would probably think this
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would be true around the country, tend to go into more public
sector jobs. They go into social services, they go into teaching. Stu-
dents from state universities tend to go into the higher paying, pri-
vate sector jobs, and this will only increase the cost to independent
college students and act as a disincentive to enter teaching, for in-
stance.

In other words, it is going to be very hard to provide that educa-
tional competitiveness if our students do not go into teaching be-
cause their debt load is so high they have to enter a more highly
paying private sector job.

think we can say on the basis of this example that a student is
not necessarily the only benefactor of his or her education, particu-
larly if he goes into a social service, which I think teaching is.

In addition we in Iowa are losing our young people faster than
just about any other state in the Union. We would assume that our
teachers would come from those ranks. An overwhelming emphasis
on loans is an added incentive for students to leave the state in
search of higher income areas. I guess one of the places they will
not go is Flint, Michigan.

I agree with you that we need to attract qualified people into all
professions. But it seems as though the emphasis away from guar-
anteed to income contingent loans, at least in my State, is going to
achieve the opposite. I would like your comments on that.

Secretary BENNETT. Sure. I would not deny, Congressman, that
you can find somebody, perhaps even dozens of people, hundreds of
people who will say if I have an increased debt burden when I get
out of college, I am not going into a low paying profession. This
country is so big, it is so vast, there are so many people, there are
so many stories, one can find them.

I did not know, by the way, that Iowa graduates tend to follow
career patterns along that route, that is, independent college grad-
uates tend to go into public service, and public institution gradu-
ates tend to go into other jobs.

A couple of comments. One, let us be careful that we do not take
as absolute the notion that we prefer people to go into things like
teacMng and social work so that we do not have anybody going
int : moiLing capital and producing in our society in other ways. It

good for people to go in and make tractors, too, and develop
widgets and do all sorts of other things. I do not think people are
virtuous solely by virtue of the profession they choose. It is good for
people to run for Congress, too, and serve in Congress. I do not
know whether that is a social service job or not.

But the tendency of Iowa graduates as' be they public or pri-
vate college graduates, we have seen a .iced increase in interest
in the profession we look at the closest, which is teaching, over the
last four or five years.

More students are on loans today than they were four or five
myears ago. A greater proportion of the money is in loan form, and

yet more students are declaring an interest in teaching.
I do not think, frankly, that interest in teaching is determined,

even weakly determined, by whether there are grants or loans. I
think the interest in teaching is determined by what kind of a job
it is, what kind of a profession it is, what kind of salary do you get
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as a teacher, how much respect and regard will you get as a teach-
er. I think the same thing would be true for other professions.

Economic considerations enter into people's lives, there is no
doubt about it, but they enter into lives of the 60 or 70 percent of
the American citizens who never get to college. And so these are
decisions that have to be made.

If a studeritin Iowa is trying to decide between Grinnell or the
University. of Iowa, one of the factors he may want to consider is
how much mow he would have to borrow, how much more he
would owe. Again I would not deny that someone might not make a
different decision on the basis of that economic situation. But in
the aggregate, in general, I do rot think it is going to determine
very much which jobs people go iii o.

Mr. GRANDY. I would have to respectfully disagree a least at this
point whorl our economy is in a down swing.

Mr. Chairman, if I could, I would like to ask unanimous consent
to submit for the record an excellent essay that a student from my
district in Iowa has written on the subject of drops in Pell Grants
and how it is squeezing the middle class people who are very con-
cerned about the debt load that they will have to carry if your cuts
in higher education are adopted.

Chairman HAWKINS. Without objection.
[The material referred :::: follows:]
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Fred Grandy
House of Representatives
Washington, D.C. 20510

Clark Scholten
NWC Box 842

\ Oran3e City, IA 51041
February 17. 1987

Dear Representative Grandy,

I am a resident of the Sixth District who has attended a
private college for the past four years. While I have enjoyed my
time at Northwestern College, I am concerned that many students
will not be attending in the future.

... .. I

&mister., aR4-1-4muLd-appreeleto-4*-au-imuL4 find-lasa-ta
raa4-14.-.1-24bing e-budg44-14.
suiLmaticusT-bute.-2-et-ser-encourage--yeti-neir-te-eut -oft-our-Stausa....

As a graduating senior, I have felt the tightening of
budgets as well.

Pri4oheasit-ettte1440-14-f-er-the-leiter-Strttlon-eramb.
las-Atie-pete,-two-immumr.4.-UsAs-aai-14en-evarded-one-due-te-Ludc.
41...Lunda. My hope is that other students are not discouraged
from attending Northwestern.

I hope that the most equitable budget might be created, but
I also hope that you might be the conscience in the House that
recognizes the need of our country's students.

Enclosure
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Taking a loan on America's future

For 30 years the federal student aid programs have been
built to make a higher education available to minorities, to
women, and to the middle- and lower-class families throughout our
nation. But this program, supposedly the great leveler between
the "haves" and the "have-nots," now allows the "have-nots" to
graduate from college with $17,000 in loans--a shadow which will
follow these students for years to come. The proposed budget
submitted by President Reagan would further cut the number of
Pell grants and Supplemental Education Opportunity Grants
(SEOCs). By considerably cutting the number of grants, most
middle class American students will soon find a college education
unaffordable. Cutting funds to these programs now is stealing
the futures of millions of Americans.

The 2,834,000 students receiving the grants amply
demonstrates that the need is present, but the amount of the
grants is not keeping pace with tuition hikes. The continually
increasing price tag on a college education makes it immediately
obvious that this aid is necessary. When I started college in
1983, I was charged $3,500 for tuition at Northwestern College,
but this year I needed to find $4,395 for tuition alone. Yet,
according to The 1986 Statistical Abstracts of the United States,
the amount of the average Pell grant has 1creased only slriFfri
from $1,273 in 1985 to $1,285 in 1986. Thus while my tuition was
raised 7% last year, the average Pell grant was raised less than
one percent.

Furthermore, the number of grants decreased by 47,000 from
1985 to 1986--this trend shows that many students with
middle-class parents will likely find the price for a college
education to be too great. They will in essence be squeezed out
through a combination of the increasingly higher pvice tag on a
college education and their inability to obtain grants. As a
result, an education will only be available to the very rich and
the very poor. Students from wealthy families attend any college
or university with ,little thought of cost, and the grants are
readily available to low-income families. However, middle-income
families cannot afford to send their children to the college of
their choice; therefore, as the number of grants are cut, loans
Provide the only recourse.

And many students have been forced to borrow significant
amounts of money for their education. From the same abstract,
Guaranteed Student Loans (CSL) were shown to have increased
considerably in number: from 3,564,000 in 1985 to a projected
3,712,000 in 1986, an increase of 4%. And as of January 1, the
ceiling on CSLs has been raised ...1 tLat future graduates might
leave college with over $17,000 41 loans. With this spectre
threatening many students, the riddle- class "have-nuts" are
losing ground steadily in the battle to get an education.
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On the other hand, critics of the federal government's
student aid program are quick to point out that instances of
fraud -- students not repaying NDSLs--within the system are
steadily increasing. However, the Secretary of Education is
responsible for dealing with those who engage in fraud.
Prosecution of those who abuse the program is necessary, not an
eliminationof funds from the present system. Nor is evidence to
support the claims of fraud readily available. In an interview
with U.S. New and World Report, John Phillips, President of the
NatioiiiiAssociaron of Independent Colleges and Universities
said, "Ninety-three out of every 100 loans are being repaid on
time. In the last few years the net rate of defaults has
actually declined, and we're constantly working to reduce it
further."

Other critics say that an industrious student could work
his/her way through college--hut in fact these days are in large
measure over. Inflation's effects on the cost of a college
education have eliminated that idea. For example, I work about
ten hours each week at a local bank. The $1,500 I earn over an
entire year pays for less than one-half of a semester's tuition,
room, and board costs. And the $2,500 I saved throug'out the
three-month summer vacation vanished the moment I stepped before
the window at the business office on the first day of school.

In addition, I saved nearly $4,000 during high school for my
college education. Un.Lortunately, the government requires that I
use one half of my savings each year. With this requirement, a
savings account dangles dangerously close to zero after only two
years of college, when students who save hope it can be spread
throughout their entire college career. Why should those who
have saved be penalized for their foresight, while those who
spend are revered with grants? Apparently, the middlc-class
student cannot afford a college education even by savins for it.

A barrage of alternate means to finance a college education
annually flood the homes of middle-class families when one of
their children approaches high school graduation. Most of these
plans are unaffordable -- offering higher interest rates or less
time to pay back these corporate loans. Even critics of federal
aid attempt to create solutions by proposing new methods of
alternative financing, but one must realize that education is not
a calculated investment like one makes on the stock market.

In the September 8, 1986 issue of Business Week, Gary S.
Bec!ter, professor of economics and sociology at the University of
Chilago, proposed just such a plan. He posited that paybacks on
college loans be contingent upon the later success of the
individual student. According to this innovative proposal, a
fixed percentage of post-graduates' incomis would be repovod from
their paychecks for a specified number of years. This is not an
investment; it is a barely disguised version of indentured
servanthood.
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Obviously, a graduate with a $17,000 loan on life is not
entering the job market with the same expectations as the one who
owns the future. No one knows just how much this will dictate a
student's career choice, and attitudes toward things such as
savings, Social Security, and even further debt. But, indeed, it
will affect the futures of students and our nation. Suppose
"John" graduates from college with $17,000 in loans. What has he
learned from four years of post-secondary education? He has
learned that saving money is useless, whether it be in a
pre-college savings account or now in the Social Security system.
He has learned to assume that savings all too quickly vanishes
when it is needed. He has also learned that debt is unavoidable
and something which must be tolerated. The debt in the public
sector already exceeds our national debt, and this trend will
escalate unless students can be shown something different - -an
education which can be affordable through government grants.

Nevertheless, many students still plunge ahead and take the
chance--hoping for a better life than one without a college
Education. But education should not be a risk-taking venture; it
should be a right of the people. Students cannot take on such a
debt cavalierly, nor can they give up a chance to fully develop
God-given talents. With the constantly increasing costs of
college tuitions, more grants need to be made available not
fewer, so that students have the chance to develop their talents
and get the education they deserve.

Where will tomorrow's leaders come from if they cannot
afford a proper education? By cutting the number of grants, our
country's next Abraham Lincoln may not be able to attend college.
Does anyone have the right to prevent the education of a young
man or woman who might become George Gershwin, Louisa May Alcott,
or Grant Wood?

America has long been the land of equal opportunity, and the
time has arrived to give the middle-class student the same
opportunity as that of the rich and the poor of our nation--the
opportunity for an education without the menace of an enormous
debt following them for years to come. Unless you as a
Congressman fight against these budget cuts in federal grants,
the future of the middle-class college student and indeed our
nation appears bleak.
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Mr. GRANDY. I would ask you to be mindful of this, Mr. Secre-
tary. To follow up on what Mr. Gunderson said, the way we calcu-
late our asset base in Iowa, particularly land value, sometimes does
not reflect how much money we have to spend on education.

F...ecretary BENNETT. Yes, sir.
Mr. GRANDY. If you have a huge debt load against tht land, you

cannot necessarily afford the tuition costs you could pi. sriously. I
know because I represent a couple of areas that are very dependent
on Pell Grants. If those grants are cut or eliminated, we are cut-
ting a life's blood and the community suffers. That college is a
major business in those communities.

Secretary BENNETT. Right.
Mr. GRANDY. I am talking particularly about the independent

colleges. I do not have any of the regent universities in my District.
I know the need to attract teachers is there, but I do not think

that we should move away from allowing them financial assistance
to choose that profession and then indenture them so deeply in
debt that they cannot make it as a teacher. That is my concern.

Secretary BENNETT. Okay.
Mr. GRANDY. Thank you, Mr. Chairman.
Chairman twiciNs. Mr. Williams.
Mr. WILLIAMS. Thank you.
Mr. Secretary, let me continue a line of thought that Mr. Biaggi

started and you responded to, and then it was followed up by Mr.
Kildee, and that is this matter of whether or not we can buy our
way out of this.

Let me recall for you that you and I had this discussion a few
weeks ago in the House Budget Committee. You said at that time
all we hear from you folks is money, money, money. That is all we
hear about. At that time, I indicated to you that I had never met
anyone that thought we could buy our way out of it, or that we
could solve these education dilemmas by just throwing money at it;
that the Congress, the United States for 25 years had been involved
in trying to move innovation to education. Sometimes, yes, there is
a dollar figure inherent in that.

I also indicated to you that I thought that this innovation of the
past 25 years in part promoted by federal programs had some good
results.

To that you responded, and this is where I woula like to pick up
on our earlier dialogue, you said, and I am quoting now, "Yc I must
be the only person in the world who does not know that our scores
went down precipitously in that period. We do not have a great
track record in the '60s, in the '70s in American education."

You were, of course, referring to test scores and the like. Time
ran out on us at that point and we were not able to continue. But
it is important because we need to know whether or not what we
are doing is working in any degree.

Test scores in the elementary and secondary schools, achieve-
ment test scores began a sizeable drop in the mid-1960s. And by the
way, in general, that drop was in the higher grades. In the lower
grades, there was not much, if any, noticeable decline in achieve-
ment scores.
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When they moved into school and begin taking the achievement
tests, we found that the declines ended. And we began to see an
improvement in those test scores.

Now, the point is, of course, that those children were in school at
a time that was characterized by the creation of the major Federal
efforts in education, such as Title I and Headstart. So, to continue
the dialogue, I would ask that you respond to what appears to be a
pretty firm indication that when we measure the achievement of
those children that the Federal education programs applied to, we
find that their test scores are improving.

Secretary BENNETT. Sure. But you have several questions there,
Mr. Williams.

No one has deniedI certainly have never ieniedthat Chapter
1, for example, has had some successes. It has. The study we have
just concluded suggests it has some successes, but it indicates, also,
ways in which the program should be improved because the gains
students made are I think still too slight. They tend to disappear
over time. We tend to see some improvement in mathematics, but
not as much in reading.

No one has argued that a well-conceived, well-targeted Federal
program can not help. I have not argued that. But I will stick to
my guns firmly about the '60s an' 70s when academic declines
took place despite increases in Federal expenditures. I have not
suggested that Federal programs caused the educational decline.
What I have suggested is that a massive array of Federal programs
did not solve the problem. They did not, and they will not in the
future.

We can have a hearing, if you would like, devoted to this, and
have it last all day. We will bring our educational research and go
through every aspect of this. I think it is pretty clear what corre-
lates well with educational achievement. A key to educational
achievement is not expenditures, be it federal or State or local.
There are other factors. There is a massive body of evidence and
research that support, this.

That is not to say we should not look at Federal programs. That
does not say we should not be trying to improve this program. But
the general notion to which I was responding at the time of our
earlier meeting was that we put all these Federal programs into
place during the '60s and '70s, and that they 11 proved successful
and have a marvelous track record in improving the achievement
of our children. That just is not the case.

Mr. WILLIAMS. Well, Mr. Secretary, I am pleased to hear you say
that you are not indicating that there is a connection between in-
creased Federal spending and decreased achievement test scores be-
cause the President has publicly stated that he believes there is a
correlation to it.

Secretary BENNETT. You are saying connection and correlation
and causation. These are terms of art, and we need to be very care-
ful.

Mr. WILLIAMS. Yes. Well, the President has said publicly on more
than one occasion that he has noted that as Federal spending has
increased on these education efforts, test scores ,Lave declined.

Secretary BENNETT. That is true.
Mr. WILLIAMS. And then I guess he leaves it--
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Secretary BENNETT. That is true.
Mr. WILLIAMS. He leaves it to the listener to put 2 and 2 together

and get the 5 that he gets, and the 5 I assume is that the increase
in Federal spending caused the decline in the test scores. I am
pleased to hear you say you do not believe that.

Secretary BENNETT. That would not be a valid conclusion from
that premise.

Mr. WILLIAMS. We now see in higher education an upturn in test
scores, the first time in a long time.

Secretary BENNETT. In where?
Mr. WILLIAMS. In the SATs, for example.
Secretary BENNETT. Right.
Mr. WILLIAMS. Verbal and math in SATs.
And it is very interesting to note that that upturn in higher edu-

cation achievement scores coincides with the entering into college
of those students who were born in early '60s and now have
attended school during the height of the innovative Federal pro-
grams that have been put into place. As they enter college, we see
the test scores starting to turn around and improve.

I think there may well be a correlation between the increased
spending on education from the Federal level, the innovation that
was put into effect with programs like Headstart and Chapter 1,
and the upturn in test scores. I think that is probably where the
correlation is.

Dr. CARNES. If I could, Mr. Williams, and I would ask the Chair-
man too, if we could submit for the record a summary of 147 stud-
ies that we have that indicate that at best there is only a very
weak correlation one way or the other with Federal spending on
education programs and the educational performance of the chil-
dren.

In fact, one of the most recent was done by the former deputy
director of the Congressional Budget Office which concluded that
there is virtually no correlation whatsoever between academic per-
formance and Federal funding.

Secretary BENNETT. Can we submit that?
Chairman HAWKINS. Yes. Without objection, the study referred

to will be submitted.
Dr. CARNES. Thank you.
[The material referred to follows:]
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UNITED STATES DEPARTMENT OF EDUCATION

OFFIceoPlmEGENERALcouNsu

THE CONSTITUTIONALITY OF CHAPTER 1
COMPENSATORY EDUCATION CERTIFICATES

EXECUTIVE SUMMARY

The Education Consolidation and Improvement Act Amendments of
1987 worad authorize-local educational agencies (LEAs) to provide
compensatory education certificates (CECs) to parents of Chapter
1 children. An LEA could provide a CEC if it determined that
doing se would be more effective in meeting the needs of the
eligible childr, in question or is necessary to furnish them
with required t Apter 1 services. The parent could use the CEC
only to purchase supplemental compensatory education services
from a public or private elementary or secondary school or other
service provider such as an institution of higher education.

This CEC proposal is consistent with the Establishment Clause of
the First Amendment of the United States Constitution. It meets
each of the parts of the three -part test normally used by the
Supreme Court in considering cases under the Establishment
Clause. Because it is designed to improve the effective delivery
of Chapter 1 services for educationally deprived children
attending public and private schools, it has a secular
legislative purpose. The primary effect of the proposal is not
to advance or inhibit religion. Because benefits are available
to both public and private school children and b -cause the use of
CECs in private schools results from the decisions of individual
parents, the proposal meets the primary effect test under
principles stated by the Supreme Court in Mueller v. Allen and
Witters v. Washington Department of Services for the Blind. The
proposal does not foster an excessive government entanglement
with religion. Unlike the situation involved in Aguilar v.
Felton, public school teachers do not provide instructional
services on private school premises. The contacts between public
and private school personnel contemplated by the CEC proposal do
not involve the pervasive monitoring which gave rise to
entanglement in the Felton case. These contacts are in the
aggregate comparable to those applicable to the program upheld in
Mueller v. Allen.

The proposal is also consistent with the concurring opinion of
Justice Powell in Aguilar v. Felton indicating that a program of
evenhanded financial assistance to both public and private
schools that could be administered without governmental
supervision in the private schools' could pass constitutional
muster.

In summary, under the standards stated in the Mueller and Witters
cases, the CEC program is consistent with the Establishment
Clause.

MARCH 1987

400 MARYLAND AVE.. S W. WASHINGTON. DC. MOO
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Mr. FORD. Mr. Chairman?
Chairman HAWKINS. Mr. Ford?
Mr. FORD. I would ask unanimous consent that contemporaneous

with whatever they have as a study, you take the Perry School
from my district and the study extending over 20 years ofwhat, in
fact, does happen to kids who get into federal programs, and I
think that is a success story that ought to be told every time we get
a chance.

Chairman HAWKINS. Without objection, that study also will be
included.

[The material referred to follows:]
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WHAT THE NEWEST RESEARCH IN EARLY CHILDHOOD EDUCATION

COULD HEAP FOR YOUR SCHOOLS

Lawrence J. Schweinhart
High/Scope Educational Research Foundation

600 N. River Street

Ypsilanti, HI 48198
(313) 485-2000

It would be hard to imagine that society could find a higher
yield for a dollar of investment than that found in preschool
programs for its at risk children.

Committee for Economic Development
Investing in Our Children

Good Preschool Programs for Poor Children:
A Sound Public Investment

Renewed public interest in early childhood programs in the U.S.

springs from the growing need for child care and the need to lessen the

harmful consequences of childhood poverty. The percentage of mothers of

young children who were employed, 14% in 1950, was,48% in 1985. The

percentage of young children who were poor, 15% in 1969, was 23% in 1985.

The High/Scope Foundation's Perry Preschool study strikingly

demonstrates the potential benefits of high quality early childhood

programs for poor children. In the study, poor 3 and 4yearolds were

randomly assigned either to a group that attended the Perry Preschool

Program or a group that did not. Years later, when the young people were

19 years old, the program apparently increased the percentage of persons

who were literate, employed, and enrolled in postsecondary education; and

reduced the percentage of persons who were considered mentally retarded,

school dropouts, pregnant as teenagers, and on welfare.

Presentation at the annual convention of the National School Boards
Association, San Francisco, CA, April, 1987.
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PERRY PRESCHOOL STUDY FINDINGS AT AGE 19

Finding Percentage Reporting

Literate Preschool 61% 1
No Preschool 38%

Employed Preschool 50%
No Preschool 32%

Postsecondary Preschool 38%
Enrollment No Preschool 21%

Considered

Mentally Preschool 15%
Retarded No Preschool 35%

School Preschool 33%
Dropouts No Preschool 51%

Pregnant Preschool 48%
Teens No Preschool 67% I
On Preschool 18%
Welfare No Preschool 32%

An economic cost-benefit analysis of the Perry Preschool Program and

its long-term-effects revealed that such a program can be an excellent

investment for taxpayers, returning six dollars for every dollar invested

in a one-year program, three enllars for every dollar invested in a two-

year program.

Other research on good early childhood programs for poor children

confirms that such programs have positive short-, mid-, and long-term

results. The evidence is that these programs do help improve children's

intellectual and social performance as they begin school, probably help

children achieve greater school success, and can help young people achieve

greater socioeconomic success and social responsibility. Yet, despite

these findings, fewer than one in three poor children has the opportunity

to attend a preschool program.

2
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These findings apply to children who live in poverty and are at risk

of school failure. There is less evidence on preschool program

effectiveness for children who are not poor or otherwise at risk of school

failure. A good rule of thumb is that a preschool effect found for poor

children applies to middleclass children somewhat, but to a lesser extent

than for poor children.

Only fad preschool programs have achieved such impressive results: a

child development curriculum with appropriate assessment procedures,

teaching teams that are trained in early childhood development and continue

to receive such training, administrative support that includes curriculum

leadership, classes with 2 adults and fewer than 20 children, and

systematic efforts to involve parents as partners in their children's

education. An expensive preschool program with a high return on investment

makes more economic sense than an inexpensive program with a low return.

The Importance of ChildInitiated Learning Activity

One of the few longitudinal studies comparing early childhood

curriculum approaches has found evidence that childinitiated learning

programs may help to prevent juvenile delinquency better than do teacher

directed instruction programs. While this finding requires confirmation

from other studies to serve as a basis for public policy, it can serve as a

spur to educational thinking.

The High/Scope Preschool Curriculum Comparison study traced the

effects on young people through age 15 of three wellimplemented preschool

curriculum models--direct instruction, High/Scope, and a childcentered

nursery school. Sixty-eight impoverished children in Ypsilanti, Michigan,

were randomly assigned to attend these programs at ages 3 and 4; TO of

them were interviewed at age 15.

3
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The directinstruction approach, developed by Carl Bereiter and

Siegfried Engelmann, sought to efficiently teach academic skills by

scripting the teacher's role and eliciting and reinforcing frequen.

responses by children. The antithesis of direct instruction was the child

centered nursery school approach, in which children initiated their own

play activities, with the teacher keepiag'them safe from harm and not

interfering. The third alternative was the openframework approach of the

High/Scope curriculum, which placed both teachers and children in an active

role. Children initiated their own activities as in the childcentered

approach, but the teacher also maintained an active role by arranging the

room to promote children's active learning, making plans and reviewing

activities with children, interacting with individual children throughout

the program day, and leading small and large group sessions.

The mean IQ of the children who had attended these three highquality

preschool programs rose a remarkable 27 points during the first year of the

program, from 78 to 105 and remained $n the normal range with 94 at age 10.

Except for a temporary IQ advantage for the directinstruction group

compared to the other groups at the end of the program, the groups did not

significantly differ in their IQs and school achievement scores over time.

We concluded prior to analyzing the age-15 data that wellimplemented

preschool programs had a positive effect, regardless of which curriculum

model was used. This conclusion was based not only on the early results of

our curriculum study, but also on the great variety of early childhood

programs whose effectiveness hai been documented by research.

Then, in the curriculum study at age 15, we were quite surprised to

discover that the High/Scope and nurseryschool groups reported engaging in

only half as many delinquent acts as the directinstruction group. Croups

did not differ in the arrest rate thet they reported, probably because

4
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PRESCHOOL CURRICULUM STUDY:
SELF-REPORTED DELINQUENCY FINDINGS

Curriculum Offenses Per Person

Direct Instruction 13 . .:?:- -. -1:.... . . :'A.: -,"":.... I

High/Scope 5 rk.:. :--- i

Nursery School 7.

r*

'' .: .':: ".?...A

it was so small (average of 0.5), lagging far behind the offense rate. If

we define a high-rate offender as one who reported over 15 delinquent acts,

44% of the direct-instruction group were high-rate offerrlers, as compared

to only 8% of the other groups. The High/Scope and nursery-school groups

reported only one fifth as many acts of property violence as the direct-

instruction group and half as many acts of personal violence, drug abuse,

and in-family offenses. It may be that a direct-instruction preschool

program does not take full advantage of the opportunity available in a

preschool program to positively influence children's social development.

Primary References

Changed Lives: The Effects of the Perry Preschool Program on Youths Through
Age 19, $15 prepaid.

Young Children in Action: A Manual for Preschool Educators, $20 prepaid.

"Consequences of three preschool curriculum models through age 15"
Reprint from the Early Childhood Research Quarterly, $5 prepaid

These publications may be ordered from:

High/Scope Press
600 N. River Street
Ypsilanti, NI 48198

(313) 485-2000
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Secretary BENNETT. I have some other individual school histories
I would like to submit too.

Chairman HAWKINS. Well, perhaps you might submit theI un-
derstand we had a study which was supposed to be submitted in
January

Dr. CARNES. Yes, sir.
Chairman HAWKINS [continuing]. From the assessment. Isthat
Dr. CARNES. That study will be submitted in April.
Chairman HAWKINS. If the gentleman would yield.
Mr. WILLIAMS. Yes.
Chairman HAWKINS. Would that be included?
Dr. CARNES. It will be submitted in April, sir.
Chairman HAWKINS. We have been waiting for it. This bill may

be out of committee. The bills may be out of committee by April.
We would appreciate

Dr. CARNES. You will have the study in April, sir, but yesterday
the director of the study testified on the results of that study
before this committee. In addition, we have already submitted two
preliminary reports. That report will be submitted in its entirety in
final in April.

Chairman HAWKINS. Thank you.
Mr. Williams?
Mr. WILLIAMS. Concluding, Mr. Chairman, this is very interest-

ing because we have heard for a long time now the primary slogan
of this administration which is you cannot solve problems by
throwing money at it. Now, I do not know of anybody who dis-
agrees with that. But what the administration witnesses are saying
to us is, we would like to submit studies for the record that show
that that is inconclusive. Maybe you can solve problems by throw-
ing money at it. Maybe you cannot. the record is inconclusive. That
is what they are telling us, which is quite a turn.

Dr. CARNES. Quite the contrary. The record is conclusive that
there is no correlation here.

Mr. WILLIAMS. Does the record show a correlation either way?
Dr. CARNES. Some studies show either no correlation; other stud-

ies show only a weak correlation.
Mr. WILLIAMS. Well, that is my point.
Secretary BENNETT. Excuse me. Mr. Williams, we can try to em-

phasize the differences or we can try to meet on some common
ground. Let me suggest, at least just for the heck of it, some place
where we might agree.

I do not thinkand I do not think you believethat we can get
better education just by throwing money at it. I believe we both
think that the effective or wise deployment of funds can improve
education. And that includes local funds, State funds and Federal
funds.

We are not here calling for the abolition of Chapter 1. We are
calling for a $200 million increase in Chapter 1. My sense is from
many members of the committeeat least I am taking a wild
guessthat people think that there should be more money in that
program.

All right. Suppose you decide to reject the administration's re-
quest for a $200 million increase, and you want a $500 million in-



479

crease or an $800 million increase. All we would say at that point
then is, if you reject our position on the budget, can we work to-
gether on how the money is spent, on how the money is deployed?

And it seems to meand this is where I would like to suggest
some agreementthat when we look at the Hawkins-Goodling pro-
posal and our proposal, there is a lot of overlap. And what one
might generalize from that overlap is this: Whatever the funding
level, we need to reward success. We need to have greater account-
ability. We need to provide opportunities for assessment and eval-
uation. Those things, are really the bottom line.

The Federal Government is going to be in this° business, I think,
for some time into the future. What- we are saying is, look, we
think we have pretty strong evidence about what works and what
is effective. If we disagree on the money levels, okay. Whatever
amount of money is spent, let's spend it more effectively if we can.

Mr. FORD. Will the gentleman yield briefly?
If you follow the hypothesis that the Secretary and his people

have just been giving us, it follows that lifeboats are a waste of
money on oceangoing ships because when the Titanic went down,
there were not enough lifeboats for all the people.

Secretary BENNEr. That is ridiculous..
Mr. FORD. Therefore, that proves that they wasted money buying

the ones they did have.
Secretary BENNErr. Congressman, good grief.
Mr. FORD. There were not enough lifeboats for the people in this

program. You are talking about a program that has never reached
even 50 percent of the children who presumptively could benefit
from it, and blaming that program for not solving the problems of
the '60s.

Secretary BENNErr. I am not blaming that on the program at all.
When did I say I blamed that on the program? I never said that.
When did I say that?

Mr. FORD. I thought that is what all the studies you were going
to submit were going to show us.

Secretary BENNErr. No. There is a weak correlation between
Federal expenditure, Federal programs and educational achieve-
ment.

I do not want to get into your lifeboats and the Titanic. I'll sink.
Mr. WILLIAMS. Thank you, Mr. Chairman. Thank you, Mr. Secre-

tary.
I think that this discussion is very helpful because we need to get

away from destructive slogans, like you cannot solve problems by
throwing money at it. That just tends to let people choose up sides
and say, wait a minute, we do not believe in just throwing money
at problems. We are for innovation too. I see the Department and
at least this committee coming together a little more than I have
seen in the past with regard to saying, yes, we need to look at stud-
ies. We need to see what the correlations are. We cannot at this
point prove it either way. I think that is an improvement.

Secretary BENNETT. I do too.
Mr. WILLIAMS. Thank you, Mr. Chairman.
Secretary BENNETT. I can certainly give up the notion that you

cannot solve problems by throwing money at them if others will
give up the notion that the Reagan Administration proposals are

4 :82
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an act of unilateral disarmament. I will not say the former for
three days. Let others not say the latter for three days. [Laughter]

Chairman HAWKINS. Mr. Sawyer?
Mr. SAWYER. Good morning, Mr. Secretary.
Secretary BENNurr. Good afternoon. Good morning.
Mr. SAWYER. No, we can still say good morning.
Secretary BENNETr. It has gone fast.
Mr. SAWYER. Let me continue for a moment with this notion of

innovation. I want to tell you that i agree with a lot of things that
we ought to take the rhetoric out of our vocabulary. Let me talk
about worthy ideals

Secretary BENNETr. Great.
Mr. SAWYER. We need to discuss the goals we need to set in order

to assure that our children will achieve science and math literacy
by the 21st Century, and the importance of innovation in proceed-
ing toward that goal.

The Department in partnership with the National Science Foun-
dation has devoted small amounts of money, about a million and a
half dollars a year each, to support of public broadcast programs
like 3-2-1 Contact and Square 1, a program just getting under way,
that I think repreacnt that kind of partnership that is important in
the promotion of increased science and math literacy. I gather that
kind of funding is in jeopardy. I am using that as an example, can
you comment on that'?

Could you talk about the kind of partnership innovation, particu-
larly in pre - college math and science, that the Department pro-
poses? The NSF program is a good example of that.

Secretary BENNETT. Sure. I will ask Dr. Carnes to comment first
on the TV aspects.

Dr. CARNES. NSF has a lot more money for this activity than we
do, but we are engaged in cooperative efforts with them. .1re have
almost completed negotiations with them for additional support on
our behalf for activities in '87 and conceivably beyond. This would
include a new math television program which we Ore now support-
ing as well as 3-2-1 Contact. There is Voyage of the Mimi and
other programs that we are supporting jointly with NSF. So, we
are not curtailing our efforts in that area.

Mr. SAWYER. That is good news.
Secretary BEDuirrr. Just more generally, if you do not mind.
Mr. SAWYER. Yes.
Secretary BENNETr. Japanese success in math and science is not

due to Japanese educational television. It is due to the quality of
instruction in first, second, third, fourth, fifth, and sixth grades, a
lot of drill, high expectations of students and the like. All these
things run together. We should use every ally that we can.

We were happy to support 3-2-1 Contact. We were happy to sup-
port Square 1. I want to see a few more chapters of it. I want to see
a little more math than I have seen. I have been promised that
there will be.

But if the activities going on in those kinds of programs, which
ought to be viewed as helpful auxiliaries, are not matched by a real
effort and a real commitment in the classrooms, we are not going
to get very far. We are not going to get our kids up to speed in
math and science through TV.
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Now, I think one other thing that we need to look at is the teach-
er training initiative we are proposing. You may want to differ
with it in part, 'out what it doesand we are working with NSF on
this oneis give teachers an opportunity to spend summers, for ex-
ampledoing advanced work in disciplines. We are very interested
in emphasizing disciplines like math and science. This is an area
where we need to enhance people's confidence. What people teach
and how well they teach follow their confidence and ability in a
subject area. So, we think our initiative in this area is a promising
one.

Mr. SAWYER. Well, Mr. Chairman, I'd like to pursue that for just
a second, I tend to agree that those kinds of programs do not do
much to solve the larger problem.

Secretary BENNETT. Not by themselves, right.
Mr. SAWYER. They create an environment where the work that is

done is conducted in a more receptive environment.
Secretary BENNETT. Sure.
Mr. SAWYER. And it seems to me also that if there is an arena

ofa sector of educational disadvantagement that is not demo-
graphic, but rather disciplinary, it is in precisely those fields.

Secretary BENNETT. Yes.
Mr. SAWYER. And that those cross precisely those kinds of eco-

nomic boundaries that we have talked about a great deal here this
morning. The kind of innovation that comes through partnership,
not just in television, but in every avenue of investment that we
might make in partner ship with NSF, ought to be given the same
kind of consideration and priority as we are devoting this morning
to the concerns of the economically neediest among us.

I appreciate your interest.
Secretary BENNETT. Yes, sir. Thank you.
Chairman HAWKINS. Mr. Solarz?
I am sorry. Mr. Bartlett had come back into the room.
Mr. BARTLETT. Thank you, Mr. Chairman.
Chairman HAWKINS. I did not recognize him at first.
Mr. BARTLETT. Thank you, Mr. Chairman.
Chairman HAwRiNs. And you are next, Mr. Solarz.
Mr. BARTLETT. Mr. Secretary, I would like to focus on two issues

as an overall, broad question. I would just comment that many
issues in this debate and consideration of authorization and reau-
thorization, and these two specifically, it seems to me that we are
all better off if we all, including members of this committee, as
well as you and the Department focus on the education and educa-
tional curriculum and results of the irsue and not the political
statements surrounding those issues. And so, my questions will sort
of take up the two that may have the highest political profile, but
again try to treat them as educational issues.

The first one is with regard to the Felton decision and your pro-
posal for parental certificates or educational certificates. I have a
twofold question.

First, could you give us some sense as to how you can verify to us
that your proposal for educational certificates will pass constitu-
tional muster?

Secretary BENNETT. Mr. Willkie?
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Mr. WILLKIE Well, we will not have a definitive resolution, to
that question, Mr. Bartlett, until such a proposition is tested in the
judiciary. We appreciate that the legal questions here, the constitu-
tional issues, are very complex. The Federal Government has been
in the business for over 20 years of providing assistance to students
in parochial schools, and the constitutional questions which arise
therefrom are never easy questions to resolve.

Having said that, we are satisfied that the proposal that we are
submitting today with regard to the compensatory education certif-
icate would pass constitutional muster. We have prepared an ex-
haustive legal memorandum on that subject, which we would be
happy to submit to this committee for its consideration.

In brief, I would say that we think that it would pass muster be-
cause aid would be provided to the parents of students, not directly
to the parochial s.?.hools. This would then comply with the reason-
ing of the court in the Mueller decision and the Witters decision
with regard to Fozieral or State aid provided to parents or to stu-
dents who can then use the benefit at a religiously affiliated insti-
tution.

I can expand on any aspect of that if you would like.
Mr. BARTLETT. No. I think that is what we were getting to. With

the permission of the Chairman, I think it would be helpful if you
would provide that legal memorandum to the committee.

Mr. WILLKIE. Sure.
Mr. BARTIzrr. If it is especially exhausting, could you provide us

with a non-exhausting summary of it.
Mr. WILLKIE. An executive summary. I will be happy to do that

too.
Mr. BARTLErF. The main arguments. I do think that that particu-

lar issue needs to be resolved to the satisfaction of the Congress
and the committee and yourselves before we can go on to the sub-
stantive issues.

Mr. WILLKIE. Yes, sir.
Mr. BARTLETr. Second, with regard to the Felton decision itself, I

wonder if you could describe some innovative ways to resolve that.
Are there other innovative ways besides the certificate program?
Or is that the essence of your proposal?

Mr. WILLKIE. Well, what we see is that there are a variety of in-
novative ways currently being adopted by state and local education
agencies in attempting to serve those private school students. We
believe that we facilitated that process by virtue of the national
guidance that we have given which has attempted to provide maxi-
mum flexibility, as well as advice, to school administrators as to
how to wrestle with this.

Mr. BARTLETr. In light of that, could you provide usand you
may have it todaywith the answer to the question in as quantifi-
able way as you can as to what happens to school children, that are
not gotqg to be served unless we resolve Felton with something?
Could you give us a scenario as to the difference in terms of educa-
tional opportunities under the certificate program that you are pro-
posing versus under our current status quo of theit is called eu-
phemistically, "alternative delivery system."

Mr. WILLKIE. Yes, sir. I would be happy to do that.
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Mr. BARTLETT. If you could help us with some quantifiable data
on that.

And second is in the area of bilingual education. I generally
concur v ith your goal of adopting additional flexibility in curricu-
lum, and that I think does keep it as an education issue.

But, my question is this. As part of your legislation, what do you
include in your legislation that would insure that the second and
equally important goal of bilingual education be met? And that is
to say, that students would continue under a bilingual education
program of any curriculumwould continue to be given an oppor-
tunity to keep up with their other subjects other than the acquisi-
tion of English. There are two goals of bilingual education: the ac-
quisition of English and keeping up with other subjects.

What do you have in your proposal that would ensure that stu-
dents would be given the opportunity to keep up with their other
subjects?

Mr. WILLKIE. Well,,continued enforcement of Title VI of the Civil
Rights Act of 1964, which by our regulations has been interpreted
to require school districts with language minority children to pro-
vide adequate services to those children to overcome their linguis-
tic handicap and ensure that they meet educational requirements.

Mr. BAnnzrr. It is a Federal grant. Bilingual education is a Fed-
eral grant.

Mr. %LIME. We are involved in two ways, Mr. Bartlett. One is
Title VII of the Elementary and Secondary Education Act, which is
the Federal grant making program through the Office of Bilingual
Education, and second is enforcement of Title VI of the Civil
Rights Act of '64, which is done by our Office for Civil Rights.

Mr. BAnnzrr. I understand. And I suppose what I am suggesting
is that we ought to have a way to get at that issue much more di-
rectly because it is not a political issue, and it is not a civil rights
issue either, although you can make it into either of those. It is an
issue of making certain that a child that does not speak English is
able to keep up with their math course while they are learning
English.

So, what in your proposal do you have that would insure that a
grant made to a school district would contain that?

Mr. WILLKIE. To get funded under the program, an applicant and
ultimately a grantee would have to assure that the plan that it has
to provide education, whether it is transitional bilingual education
or English as a second langtrsre or structured immersion or what-
ever, would at the same time meet those goals by whatever means
the school chooses to use. That would be a conditiontheir plan is
a condition of acceptance of that grant. That then is monitored by
us in terms of compliance with the project. It is an auditable provi-
sion of the grant.

Mr. BARTLETT. So, it would be your intention to keep that as a
part of Federal law.

Mr. WILLKIE. Absolutely.
Dr. CARNES. Absolutely.
Mr. BARTLETT. Thank you, Mr. Chairman.
Chairman HAWKINS. Thank you.
Mr. Solarz?
Mr. SOLARZ: Thank you very much, Mr. Chairman.
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Mr. Secretary, would it be possible for you to provide us with a
section by section analysis of H.R. 90 and 950 so we could have the
benefit of your views on each section of those bills?

Secretary BENNETT. Yes, sir.
Mr. SOLARZ. Thank you.
I would suppose that the test of whether or not Federal educa-

tion programs are effective is whether or not they are producing
better education for the children than the children would other-
wise have. I should think that probably the ultimate measurement
of that is whether, in fact, students are performing better, who par-
ticipate in these programs, than they otherwise would.

If in fact, according to these studies that you refer to, there is
either no correlation or at best a very weak correlation between
federally funded education programs and the performance of the
students in those programs as measured by various standardized
tests, then why are you recommending a $200 million increase in
Chapter 1? One might ask, why are you not recommending the
elimination of Chapter 1 on the grounds that studies seem to show
that it is not producing any improvements?

Secretary BENNETT. Our studies do not show that Chapter 1 does
not produce any improvement. Rather, they show that Chapter 1
produces some improvement. The key, Congressman, is that Chap-
ter 1 programs tend to produce the best improvements, the most
noticeable improvements, in combination with other factors going
on in the school.

The reason that we are seeking an increase, and that our con-
science is clear on that, is because throughout our proposal there
are some of those other features which we are confident, will
produce enhanced educational achievement.

Mr. SOLARZ. Now, in H.R. 90, Title I provides $530 million for
three new education areas: literacy training, vocational training,
math, science and foreign language education. Are you opposed to
these provisions? If so, is it essentially because of uudgetary rea-
sons? Are you opposed to them for some other reason? Or do you,
in fact, support them?

Dr. CARNES. Mr. Solarz, we are talking about H.R. 950? I am
sorry.

Mr. SOLARZ. No, H.R. 90.
Dr. CARNES. 90.
Mr. SOLARZ. Title I of H.R. 90 provides roughly half a billion dol-

lars for three new education initiatives.
Dr. CARNES. Right.
We are supportive of a lot of the efforts that are laid out in this

bill. And we, in fact, have legislation in some of these areas our-
selves where we think that improvements ought to be made. A
number of them are overlapped with H.R. 90.

We are, however, in a position where we are going to find it ex-
tremely difficult, if not impossible, for us to recommend endorse-
ment of the legislation because our position is that we have to
make room for it someplace else. Essentially our argument is a
budgetary one.

Mr. SOLARZ. So, you are then opposed to Title I of H.R. 90 on
budgetary grounds. Are you saying, in effect, these are good ideas,
they are worthy ideas? Are you saying it would make sense to pro-
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vide the money if we had it, but given the nature of the budget
crisis, we simply cannot afford it at this time?

Secretdry BENNETT. We would certainly say the latter in terms of
budget. In terms of the features of the bill, I think we would want
to comment differently on different parts of it. I could not give youthat

Mr. SOLARZ. Well, could you provide that?
Secretary BENNETT. Yes, sure.
Mr. SOLARZ. I think it is important for us to know whether your

objections are purely budgetary or whether you have some substan-
tive objections too. There could be ways that the committee might
reject your budgetary argument, but might accept recommenda-
tions for how to make the programs more effective if we are going
toiorovide the funding for it.

Secretary BENNETT. Right.
Mr. SOLARZ. Now, let me see if I understand your position cor-

rectly on the formula change you suggest to provide more funds for
the economically deprived and economically disadvantaged stu-
dents.

You say this would not shift funds from the current formula to
any State or county. But this is not clear to me. For example, in a
place like N6'7 York City where we have many school districts
within the local education agency, would your formula change
result in a shift in the resources available to the LEA in New York
or just to the school districts within New York?

Dr. CARNES. Let me clarify one thing on that just for a second,
Mr. Solarz.

What are saying is that no county that is now in is going to
be out. r_lividual county's allocations may go up. They may go
down. Individual school districts within those counties may also go
up or go down depending upon the concentration of poor kids.

Mr. SOLARZ. Well, how would that apply to New York City, for
example?

Dr. CARNES. Off the top of my head, I do not have the New York
City figure. But I can provide it.

Mr. SOLARZ. Because the New York City Board of Educationthe
Federal funds go to the board or education

Dr. CARNES. It goes up.
Mr. SOLARZ [continuing]. Which in turn gives thempardon?
Dr. CARNES. It goes up.
Mr. SOLARZ. For the City.
Dr. CARNES. Yes, sir.
Mr. SOLARZ. Presumably for a number of districts within.
Dr. CARNES. Yes sir.
Mr. SOLARZ. But the formula results in more money to the LEA,

which in turn divides it among the schools within its area.
Dr. CARNES. Yes, sir.
Mr. SOLARZ. That is what you are saying.
Mr. Secretary, you spoke about the importance of raising expec-

tations. Obviously there are other factors that you think go into
good education such as leadership, parental involvement and the
like which are not directly related .to level of Federal funding.

Do you have any thoughts on what, if anything, we can do in the
CAngress here at the Federal level to effect these other consider-
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ations in a positive fa, is there anything we can do in terms
of facilitating greater throughout the schools of the
country, or more effective educational leadership, or more parental
involvement or the other factors that you think are involved in cre-
ating better education?

Secretary BENNETr. That is ia very good question, and I appreci-
ate it.

I think I would startand maybe this is just the focus of my at-
tention this morningwith a careful review of our proposals for
the reauthorization of Chapter 1 because a number of those fea-
tures are in that proposal. This is the Federal Government's larg-
est single elementary and secondary education program.

I guess I would put it this way, Mr. Solarz. There seems to me,
from reviewing our proposal and the Chairman's proposal, that
there is a lot of overlap. We have to decide how we are going to
come out on choice. And I think we have made our position clear.

There seems to be considerable overlap in the two proposals in
areas of accountability, parental involvement, rewarding success
and the like. It would, I think, be suite impressive if, as a result of
this hearing and other deliberations, the administration and the
Congress could work together on establishing a significant number
of basic principles that govern Chapter 1. This would not only im-
prove that program, but it would also be a way of saying to State
and locales the governors, and all the educational organizations,
that we take these issues seriously.

If there is such a thing as Federal leadershipthat is, if we be-
lieve that when the Congress and the administration agree yr, car-
thin features, and that we take these features and principles seri-
ously, then I think this would be a great act not only of improve-
ment, but of teaching by example.

Mr. SOLARZ. It sounds reasonable, but how do we get that into
the bill?

Secretary BENNETr. Well, it is there from our side, and it is there
from the Chairman's side.

Mr. SOLARZ. Well, how do your proposals specifically deal, for ex-
ample, with the question of expectations?

Secretary BENNETr. Our proposal deals with it by way of reward-
ing success and ensuring accountability. And those are goals which
within reach.

Mr. SOLARZ. You are saying that it deals with it indirectly.
Secretary BENNETT. Sure.
Mr. SOLARZ. The implicit assumption that a high performing

school has high expectations.
Mr. WILLKIE. We also require SEAS, the State education agen-

cies, every three years to make an assessment of individual Chap-
ter 1 programs within their States to determine which ones are
doing well and why, based on various objective criteria.

Mr. SOLARZ. Mr. Chairman? We have a vote on now, and I had a
few more questions. I do not want to impose on your time.

Chairman HAWKINS. Well, I intend to stay. I am thankful to the
Secretary, and I feel the best thing to do is to stay and complete
his testimony rather than take a recess if I can get another
member to stay. There are two of us who will stay regardless.
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Mr. SOLARZ. If I went to vote now, when I come back, would it be
possible to complete questioning?

Chairman HAWKINS. Well, if we are still here, you may certainly
claim a position. And I think Mr. Richardson will take up suffi-
cient time.

And, Mr. Secretary, if in my district I am blamed for missing
this vote, I hope that you will come to my rescue.

Secretary BENNETT. I will, sir. [Laughter.]
I will say I insisted that you stay.
Chairman HAWKINS. Mr. Richardson?
Mr. RICHARDSON. Mr. Secretary, your testimony this morning in-

dicates. that there is little research evidence which supports bilin-
gual education especially transitional bilingual education.

Today, this committee is releasing a GAO report that I under-
stand your Department is unsupportive of in terms of the method-
ology of fii ding. answers to this report. Basically, Mr. Secretary, in
the course of ample questioning on the part of many experts, 31
members of your Department were asked specific questions.

The GAO report contradicts many of your assertions relating to
your new proposal on bilingual education, which many people, in-
cluding myself, many Hispanics, interpret as the killing of bilin-
gual education.

Secretary BENNETT. That is, of course, false.
Mr. RICHARDSON. And I would like--
Secretary BENNETT. That is, of course, false.
Mr. RICHARDSON [continuing]. Your comments.
Secretary BENNETT. It is false.
Mr. RICHARDSON. Have you seen this report?
Secretary BENNETT. We know about the report, and we will give

you detailed comments on that report. I am tired, Mr. Richardson,
of it being told that I am trying to kill this program when we pro-
pose to level fund this program despite cuts in many other parts of
the budget. And I am tired, too, of the notion that we are opposed
to transitional bilingual education when we are not.

What we are opposed to is the Federal Government mandating
the method of instruction for school districts.

Mr. RICHARDSON. Well, Mr. Secretary, I wonder where you are
getting your

Secretary BENNETT. We will have detailed comments on your
report.

Mr. RICHARDSON. I wonder who you are listening to. Are you sug-
gesting that the General Accounting Office is incapable of doing a
study like this? I wonder when you talk about evidence that you
have relating toresearch indicates that the transitional bilingual
education you say it in your opening statementis not working. I
wonder were you are getting your conclusions?

Dr. CARNE$. The GAO report, Mr. Richardson, is a shoddy piece
of work, which we have so documented that and protested. We will
gladly submit the documentation to this committee. It is methodo-
logically inaccurate and invalid.

Mr. RICHARDSON. Well, why don't you tell us now?
Mr. WILLKIE. We have not seen the final version of this report, so

we can hardly be expected to comment on it. But we did see a
draft, and it fundamentally misconstrued the position that the ad-
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ministration has taken with regard to transitional bilingual educa-
tion.

Mr. RICHARDSON. With all due respect, you have your comments
on page 4.

Mr. WILLKIE. You are talking about a document, Congressman,
that we have not had the privilege of seeing

Mr. RICHARDSON. You have already
Mr. WILLKIE [continuing]. In its final version.
Mr. RICHARDSON [continuing]. Summarily rejected the findings of

this report, have you not?
Mr. WILLKIE. In its draft version. We are assuming, based on

what you are saying, that they continued to misrepresent our posi-
tion.

Mr. RICHARDSON. The GAO has gone back to youthe GAO has
gone back to you, altered their methodology so that that would get
more agreement from you. They did that. Now, they have their
conclusions. And you have already dismissed their conclusions. And
all I am asking you, to tell us instead of saying you are going to
submit in writing your responsetell us please your theory on
what research you have that supports your view that your method
is better than what is presently in existence.

Ms. WIUTrEN. Mr. Richardson, Carol Whitten, Director of Bilin-
gual Education.

In the first place, the GAO report misrepresents our position on
bilingual education. It says that we can claim that transitional bi-
lingual education is ineffective. We have not said that. What we
have said is that different methods work best for different students.

Furthermore, I would like to point out that the Congressional
Research Service, which did a review in 1986 of different bilingual
education methods, found that the lack of conclusive research "pre-
cludes determining the most effective instructional approach for
LEP students in general."

Mr. RICHARDSON. All right. So, what is the best approach? Tell
me.

Ms. WRITTEN. The best approach is whatever works at the local
level.

Secretary BENNgrr. It varies. Whatever works in the local dis-
trict.

Mr. RICHARDSON. Oh, whatever works. That is great.
Secretary BENNErr. Yes, sir. Yes, that is great. Just a minute,

Wendell. Just a minute. Excuse me.
Let the local officials determine the method of instruction. If you

go to the Garfield Elementary School in Phoenix, Arizona, they use
transitional bilingual education. It works great. Go across the line
to Mesa, to the John Wesley Powell Middle School, and they use
English as a second language. It works very well. Let them make
the decision. Are the kids making the transition to English at Gar-
field? They sure are. Are they making the transition at John
Wesley Powell? They sure are.

Mr. Riciumnsoisi. What about a State like New Mexico, Mr. Sec-
retary, that you are talking about nearly half of the population
Hispanic and 20 percent Indian? Is that program failing in New
Mexico in your judgment?
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Secretary BENNETr. They should be allowed to tse whatever
method they wish.

Mr. RICHARDSON. Well, they want the present method, Mr. Secre-
ta

retary BENNETT. Fine, go to it. I am not stopping them.
Mr. RICHARDSON. It seems to me that I have heard an abundance

of knowledge on your gentlemen's part and little tolerance for
other views specifically those that

Secretary BENNETr. That is not true. I am sorry. Mr. Richardson,
what you have heard is a misrepresentation of our view. I am here
now, and you are asking me which method I favor. And I am tell-
ing you whatever method works. And I will talk here as long as
you would like so you know what I think.

Mr. RICHARDSON. Mr. Secretary, do you support the English only
language movement?

Secretary BENNETr. We do not have any position on that.
Mr. R:CHARDSON. Why not?
Secretary BENNETT. It is not relevant to us. It is not an educa-

tional program.
Mr. RICHARDSON. You do not think the ultimate goal of this

group is the elimination of bilingual education?
Secretary BENNETT. I do not know what their ultimate aims are.

I am not interested in eliminating bilingual education. I will speak
for myself.

Mr. RICHARDSON. So, you opposeE the objectives of this group.
Secretary BENNETT. The elimination of bilingual education of

helping children whose native language is not English? I would
oppose efforts to not help those children, you bet.

Mr. RICHARDSON. That; is the goal of this group.
Secretary BENNETr. Well, I do not know of anyone in that group

who said that, but maybe they have. And if they do, we disagree,
sure.

Mr. RICHARDSON. Impact aid, Mr. Secretary. The law states spe-
cifically that there we are not talking about impact aid as it affects
excellence in education or it affects test scores. We are talking
about taxable property.

By your substantial reduction in impact aid, are you not in effect
not complying with the law that specifically a 1954 law, talks about
fully funding programs for children in school districts primarily
Hispanic, Indiwi, deprived youngsters in school districts that have
substantially low economic bases? Are we, in effect, compl. ing with
a law by your budget requests for impact aid?

Dr. CARNES. Are you suggesting that it is illegal to propose a re-
duction in inpact aid B payments? I do not think the law precludes
that. We are allowed to propose whatever we want for tiny pro-
gram.

In the impact aid program, we do believe that the Federal Gov-
ernment has an important role to play in order to offset revenues
lost by districts because of the loss of a tax base. Therefore, we
would fund impact aid A payments. And in addition, we would pro-
vide a smoother mechanism by which various percentages of con-
centrations of kids in impact aid districts get supported.

In the case of impact aid B payments, we continue to argue that
B students do not constitute a burden on the school system insofar

4 9



490

as the tax base is not lost there. The parents of those children pay
taxes.

Mr. RICHARDSON. Well, I think you should have been here when
representatives horn the impact aid organizations testified.

Now, I am not going to charge that you are violating the law. All
I am saying is I know at the very least you are not fully complying
with the spirit and the intent of that law because the law intended
you to fully and adequately fund these 7rograms.

Mr. Chairman, my last question is ont that
Dr. CARNES. We have requested to testify on these programs, by

the way. And we have not been afforded that opportunity.
Mr. RICHARDSON. On impact aid?
Dr. CARNES. That is correct.
Mr. RICHARDSON. Well, I think rather than contradict my Chair-

man, I think you ought to have that opportunity. Now, I do not
know the specifics of that, but I think you have opportunity right
now. Dn you want to tell us now?

Dr. CARNES. I have attempted to argue that it is certainly not il-
legal to make a budget proposal. I have also put forward our gener-
al proposition in the case of impact aid that we do support impact
aid A payments, I know what the impact aid associations and folks
say. I have talked to them too. I have heard from them. I have
heard from lots of folks about the impact aid budget proposal.

Again, we continue to maintain that it is a valid argument to
make Federal payments in lieu of taxes. Insofar as the tax base is
not eroded, it is, not eradicated, then in fact it does not constitute a
burden on the district.

If you just ask those districts if they would be willing to give up
the Federal presence, you know what the answer to that is. They
will not because it is a financial boon to those districts to have the
Federal presence.

Mr. RICHARDSON. Is it a financial boon that they should not be
getting? Are you talking about financial boons taking place on
Indian reservations, in districts -

Dr. CARNES. We are paying impact aid at a higher rate for Indi-
ans than for other kids.

Mr. RICHARDSON. I see. So, there is equity. Indian children and
white children have an equal shot. Is that right?

Dr. CARNES. Indian children get a higher Percentage of entitle-
ment than do other children. That is in the statute if my recollec-
tion is correct.

Mr. RICHARDSON. And what are you suggesting?
Dr. CARNES. They are impact aid children, and under our propos-

als they would benefit more than they are now.
Mr. RICHARDSON. Well, Mr. Chairman, I fail to see with all due

respect, to all the great ideas and advancesand I think, Mr. Sec-
retary, there are some suggestions you have raised in education
that are meritorious. But it is very hard for me to see how we can
make up a 25 percent in general education cuts in one fiscal year,
a 45 percent higher education cut in one fiscal year with a hell of a
lot of wisdom and new ideas.

Secretary BENNETT. We are going to have more money too even
if you accept every cut we propose, you will still see an increase in
education spending in this country by about $10 billion.
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Mr. RICHARDSON. I do not see the numbers there, but I am not
going to get into that.

Secretary BENNETT. We could send them to you.
Chairman HAWKINS. If the gentleman would yield. I would like

to see how we are going to work this great miracle that if we con-
tinue to cut, we are going to see an increase. Where is the increase
coming from? The States and local educational agencies?

Secretary BENNETT. Yes, sir.
Chairman HAWKINS. Well, they are not contributing any more

now that they did in 1979. It is about equal. The combined amount
of Federal, State and local funding is about equal to what it was in
1979.

Secretary BENNETT. I do not think so, Mr. Chairman.
Chairman HAWKINS. It is true that the States and local govern-

ments have increased.
Secretary BENNETT. Right.
Chairman HAWKINS. But in constant dollars we have no greater

amount available than we had in 1979. But let us
Secretary BENNETT. We have a chart we could look at for a

second because
Chairman HAWKINS. I have seen your charts before and I do not

reallyI would rather-- -
Secretary BENNETT. But you did not remember what it said, Mr.

Chairman.
Chairman HAWKINS. I would rather for you to submit them so

that we can see on what basis you find them.
Secretary BENNETT. Sure.
Chairman HAWKINS. And you do not believe in mine either so.
Secretary BENNETT. All right.
Dr. CARNES. There is ours.
Secretary BENNETT. There it is again.
Chairman HAWKINS. Is that nationally and not Federal?
Dr. CARNES. That is national.
Secretary BENNETT. Yes, sir, that is national.
Dr. CARNES. That is national and Federal. The Federal line is at

the bottom.
Secretary BENNETT. Right.
Dr. CARNES. That is the Federal portion of the total national

spending.
Secretary BENNETT. That is adjusted, and you see it is going up.

And it has gone up since '80.
Dr. CARNES. It is constant dollars.
Chairman HAWKINS. What is the one at the bottom?
Secretary BENNETT. Federal.
Dr. CARNES. That is the federal expenditure.
Chairman HAWKINS. That is the one that is going down.
Secretary BENNETT. Yes, but notice the whole thing is going up

anyway.
Chairman HAWKINS. And what I am saying is --
Secretary BENNETT. Even when ours goes down, the whole thing

goes up.
Chairman HAWKINS [continuing]. That if you add those two, com-

pare 1987 with 1979, you will find that we have approximately the

4,
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same amount of money being spent on American education if you
total those two.

Secretary BENNETT. No, sir. They are-
Chairman HAWKINS. Well, I do not accept your chart. I think we

should stipulate that because-
Dr. CARNES. $50 billion more this year than
Chairman HAWKINS [continuing]. I have seen that before, and I

do not accept them. I am saying that what our findings indicate
and I think that you will find that the States andwell, let's
assume that the States and local governments are actually contrib-
uting more in constant dollars now.

Secretary BENNE= Right.
Chairman HAWKINS. And accept thatstipulate that that is true.
The fact is thatwould you not agree, that the local money,

State and local money, is being expended on general aid- -
Secretary BENNETT. Yes.
Chairman HAWKINS [continuing]. Rather than on the special

groups that are targeted by the Federal dollars. Would you agree
with that?

Secretary BENNETT. Often so, but of course that general aid in-
cludes those special groups.

Chairman HAWKINS. Well, not always.
Secretary BENNETT. That is true. Not always.
Chairman HAWKINS. The kids in my district are lost with that

general aid because they do not get those special services.
Secretary BENNETT. Right.
Chairman HAWKINS. And so they are completely lost.
Secretary BENNETT. The money is often deployed poorly.
Chairman HAWKINS. The handicapped may not get it and many

of the other special groups, so that the composition of the program
would be different depending on the source of the money being ex-
pended. That is one of the things we have great reservations about,
the shift of the money to general aid rather than to groups that
were unprotected up until the time that the Federal Government
got into the picture. The handicapped were not even in school. Dis-
advantaged were not receiving the benefits

Mr. JEFFORDS. Mr. Chairman.
Chairman HAWKINS. Mr. Jeffords.
Mr. JEFFORDS. I would like to get back to bilingual education.
Chairman HAWKINS. Yes, sir.
Mr. JEFFORDS. We might not agree on everything, but there are

two areas here that I agree with you enthusiasticallyone is bilin-
gual education. Just to clear the record, all you are saying here is
yes, we need bilingual education, but there are so many different
situations that exist around this country and so many different
populations to serve, that it is much better to allow the districts
themselves to find the best proposal that suits their individual
needs.

And that is essentially what your proposal does, as I understand
it. You give more flexibility and more assistance to schools districts
to meet the needs as they see them.

Secretary BENNETT. Yes, sir, that is right. I would thank you for
your own introduction and sponsorship of our proposed legislation.
That is it, give local school districts the discretion and the author-
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ity to deal with the situation as they see it, provided that they em-
phasize that the goal of these programs is to help children to
become fluent in English as soon as possible. This should be done,
not for our sake and not for the sake of anybody's amendment, but
for the sake of those children.

Mr. JEFFORDS. In the sense of impact aid, it is my understanding
at this time of scarce resources, that it makes sense to examine
those programs more closely to justify the funds that we have ex-
pended. There is sound basis for continuing this program.

But when you get into the (b)s, it is very difficult in a time of
scarce resources to justify the continuation of those programs.

Is that basically how you feel on that?
Secretary BENNErr. Yes, sir. Thank you.
Mr. JEFFORDS. Thank you.
Chairman HAWKINS. Mr. Solarz.
Mr. SOLARZ. Thank you very much, Mr. Chairman.
Chairman HAWKINS. Could we limit if possible?
Mr. SOLARZ. I just have a few more questions.
Chairman HAwKiNs. A few more, how many?
Mr. SOLARZ. Three or four.
Chairman HAWKINS. I am sorry I asked.
Mr. SOLARZ. Thank you, Mr. Chairman.
Mr. Secretary, I gather from what you said that the criteria for

educationally disadvantaged children is based on the percentile
which they are in of the students in their year.

Secretary BENNETr. That is basically correct. However, it varies
because each school district determines the exact criteria used.

Mr. SOLARZ. And if you are below the 50th percentile, you are
considered educationally disadvantaged.

Is this a relative or an absolute criteria?
Secretary BENNErr. By relative, you mean?
Mr. SOLARZ. Well, if it is relative, then at any given point, 50 per-

cent have to be in the bottom half.
Secretary BENNErr. That is right, but most schools base this on a

nationally normed test.
Mr. SOLARZ. I wonder how realistic it is. You could take students

from the outstanding school in the country, a school for geniuses,
and 50 percent of them will be in the bottom 50 percent of that
school, but nobody would say that they are educationally disadvan-
taged.

Secretary BENNErr. They probably would not be eligible either.
Mr. WILLKIE. This is as measured within a school district. And

the program is designed, as we understand it, to confer maximum
flexibility on the school district, to target the funds that it receives
on the kids most in need.

Mr. SOLARZ. But theoretically, would not an absolute standard be
more objective than a relative one?

Dr. CARNES. Mr. Solarz, if we could let Ms. LeTendre answer that
question.

Ms. LETENDRE. Mr. Solarz, when a 50 percentile is used, and that
may be one of many criteria that a school district may choost; to
use as an indicator of educational disadvantagement, it is based on
national norms. Therefore, it is not that half of a school district
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would be below and half would be above depending on how that
school district tested its children.

Mr. SOLARZ. That answers my question.
Mr. Secretary, do you have available any analysis of per capita

education expenditures in relationship to performance criteria in
other industrial democracies compared to the United States?

Secretary BENNETT. Yes.
Dr. CARNES. We certainly could provide them.
Mr. SOLARZ. Could you make that available?
Secretary BENNETT. Yes, sir.
Mr. SOLARZ. Do yOu know off the top of your head, if there is a

correlation or relationship between the amount of money that
countries spend on education and their students' skill, measured by
various performance criteria?

Secretary BENNETT. We have not done this as systematically as
we have done it for the States. We have done it fairly systematical-
ly for the States. You may want to look at that, too, Congressman.

Mr. SOLARZ. Yes.
Secretary BENNETT. For the States where I feel more confident,

you can only see a weak correlation between expenditure and
achievement. For other countries, my sense is that it is the same.
We spend the most and we spend the most by far, but we do not
get the same result.

You have to spend a certain amount obviously to get any result
at all. And then after that, the deployment of those funds becomes
more critical.

Mr. SOLARZ. Right. Well, if you could provide that for the record,
I would appreciate it.

Secretary BENNETT. Yes, sir.
Mr. SOLARZ. Two final questions.
Would you say based upon your experience that public education

is better or worse today than at previous times in our history in
terms of how the public educational system is performing, and on
what basis do you come to whatever conclusion that you come to?

Secretary BENNETT. You would have to pin me down in terms of
when. Better than in 1980, yes. Better than in 1975, I think prob-
ably. Better than in 1965, probably not. The kinds of things that I
would be looking at are basically reading and math abilities,
achievement scores, SAT and ACT exams and the like.

The dropout rate generally gets lower as we go through time.
Even though we are all distressed that there is about a 23 percent
dropout rate, it has gotten better. The graduation rate in the early
part of the century was maybe between 6 and 17 percent. In the
1980s the graduation rate is around 72 percent.

But in terms of educational achievement, during the 1960s and
1970s we did have this terrible decline, the worst decline in educa-
tional achievement in American history. But from the late 1970s
up until now, we have bottomed out and we are moving back up.

Mr. SOLARZ. And have you compared the 1980s to before the
1960s?

Secretary BENNETT. Yes. And it would depend on what year. You
see an increase up to about 1963, and then you see this drop, this
seventeen year drop.

Mr. SOLARZ. What do you attribute that to?
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Secretary BENNETT. You ask a question like that, and the Chair-
man wants to get out of here soon. I will give you a speech that I
made.

Mr. SOLARZ. Okay.
Chairman HAWKINS. Is it not true, and I am not trying to push

you in this instance, but is it not true that there is another vari-
able, and that is that prior to 1965 there were a lot of children,
let's say minority children, who were not even in the school
system?

Secretary BENNETT. Yes.
Chairman HAWKINS. And we have had a tremendous responsibil-

ity since 1965 of educating these children. So obviously, it is a lot
more difficult to educate these children, and probably this affects
the test scores.

Would that not be true?
Secretary BENNETT. It affects some. Those children tended to be

in school, in segregated schools admittedly, but in school.
Chairman HAWKINS. But segregated schools were not equal, how-

ever.
Secretary BENNETT. That is right.
Chairman HAWKINS. They were in segregated schools but un-

equal.
Secretary BENNETT. You bet they were not equal. But the prob-

lem with that analysis is that the decline that we saw was a de-
cline across the board. The number of students scoring above 750
on college boards, above 700, above 650, above 600 declined. Every-
thing went down.

In fact, the kids on the top, the top scorers and the next two
levels have declined as well. Everybody went down. In absolute
numbers, the number of people getting good scores on these exams
was cut in half. It was terrible.

Mr. SOLARZ. Mr. Secretary, in deference to the Chairman, I will
take this up on some other occasion. But perhaps we could get to-
gether privately, because I would like to explore this and some
other issues with you.

Secretary BENNETT. Sure. I would be happy to. I will meet you in
Brooklyn.

Mr. SOLARZ. Pardon.
Secretary BENNETT. I will meet you in Brooklyn.
Mr. SOLARZ. I would be happy to do it.
Is that where you are from?
Secretary BENNETT. Yes.
Mr. SOLARZ. Where did you grow up?
Secretary BENNETT. Flatbush.
Mr. SOLARZ. What street?
Secretary BENNETT. Parkside Avenue.
Mr. SOIARZ. Okay. It used to be in my district.
Secretary BENNETT. Yes. So did Ebbets' Field.
Mr. SOLARZ. Finally on your voucher proposal, I share your con-

cerns about providing a decent education to the children in the
non-public schools. But I am a little bit concerned about this.

As I understand it, to the extent that there are parents whose
children are now in the public schools who would choose to send
those children to non-public schools, perhaps because they thought
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that they would get a better education there, you would be taking
money that is now going to the public school away from the public
school.

You would thereby be diminishing the resources for public edu-
cation. This seems to me to be very different from the tuition tax
credit proposal which provides more help to the parents of kids
going to the non-public schools without diminishing resources for
the public schools.

How do you respond to that?
Mr. WIT.T.TUF Mr. Solarz, we do not see it that way. The voucher

proposal, the compensatory education certificate proposal, that we
are recommending would be directed at the students who are cur-
rently eligible for Chapter 1 services, including those students who
are already in the private schools who were being served_ before
Felton, and in most cases continue to be served in other locations.

Mr. SOLARZ. Right. The proposal insofar as it applies to the kids
who are already in non-public schools does not hurt the public
schools. But it would also mean that parents of children who are
currently in the public schools eligible for Title I could take their
voucher and go to a non-public school.

Mr. WILLKIE. Only if the local school district agreed. Under our
proposal, the school district, and we have discussed this proposal
with a number of administrators around the country, would deter-
mine when to use the certificate. We are not mandating it, and we
are not forcing it on them.

Mr. SOLARZ. But if the local school district made it available to
the parents of children in non-public schools, could they simulta-
neously refuse to make it available to the parents of children in
public schools?

Mr. WILLIUE. Yes.
Mr. SOLARZ. They could?
Mr. WILLKIE. Yes.
Mr. SOLARZ. And you think that is constitutional?
Secretary BENNETr. They would be creating problems for them-

selves. We do not know what the dynamic that would bring the
LEA to decide that parents at this public school should be given a
CEC. I think that will occur only where they thought that the
school was not doing a good job in providing the services.

Mr. SOLARZ. How much do you estimate that this would cost?
Mr. WILLIUE. We do not see it as occasioning any significant ad-

ditional expenditure. Obviously, it is a new kind of program to im-
plement. But the administrative expenses associated with imple-
menting Felton have been extraordinary.

Mr. SOLARZ. But it would provide a whole new basis for distribut-
ing the funds?

Dr. CARNES. No, it would not. It would take the money that was
already allocated to the private school or to the public school for
Chapter 1 compensatory services. And instead of distributing it to
the school or to the institution, the LEA would just break it up and
distribute it to the parents. It would be a zero sum gain in terms of
the dollars.

In terms of your earlier question about whether it draws from
the public sector, this would be limited to just compensatory serv-
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ices, not general support. It could not be used for general tuition at
a private school.

Mr. SOLARZ. How much of Chapter 1 is compensatory services as
opposed to other parts?

Ms. LETENDRE. The majority of it goes for instructional services.
Only about 5 percent is spent on administrative costs. Nationwide
the average expenditure per student is around $610.

Mr. SOLARZ. The point is that 95 percent then of Chapter 1 funds
would be then made available through this voucher arrangement?

Mr. WILLKIE. Well, keep in mind that the school district has got
to say we are not able to provide services to the children in this
school on an effective or equitable basis. Therefore, on a school by
school basis or a grade by grade basis, or some other objective crite-
ria, we are going to offer this alternative to parents.

With regard to your constitutional concern, I would point out
that in the Mueller case, better than 90 percent of the benefit in-
volved funds going to religiously affiliated schools.

Mr. Souutz. I do not want to take any more time of the Chair-
man and the ranking member. But let me just say on this. One of
the things that really would concern me about this is that I see
this as a formula for religious wars in school districts all over the
country. By bucking the decision to the LEA, you are creating an
enormous incentive for battles in every area around the country
fought out district by district about whether to make this money
available.

I would think that if people thought that the idea made sense it
should be done nationally. Otherwise, the stage would be set
throughout the country for bitter fights with the public school par-
ents, importuning the LEA not to take this option, and the non-
public school parents importuning the LEA to do it.

It strikes me, unless I am missing something here, that this
could be a formula for real divisiveness in the country. If one
thought that the idea made sense, it might make more sense to just
do it nationally rather than give the option to each school district.

Mr. WILLKIE. We did recommend that last year, and encountered
a lot of resistance on the basis that administrators would not really
know how to go about doing this. So we said fine, let's give them
the option, because we saw among other things that this might
offer them an opportunity to solve some of the problems that have
been created.

Mr. SOLARZ. Do you not see that this would happen. You would
transform the country into one big religious and educational battle-
field.

Secretary BENNETT. Well, we can talk about this, too, later when
we meet. But General Counsel Willkie has met in fact with people
from the New York City Board of Education about this, and we
have reviewed it pretty thoroughly.

I think that the presumption is that the children in the public
schools are going to stay in the public schools and continue receiv-
ing their Chapter 1 services. The burden of proof here is whether
the LEA would feel it is providing equitable or effective services.
As long as those programs are equitable and effective, I do not
think that you are going to see a strong effort for the CEC. But if
they are not, I would argue that there should be.
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Mr. SoLitEz. Thank you very much.
Chairman HAWKINS. Thank you.
Mr. Secretary, may I make one clarification on the chart and the

statement that I made. My understanding was that it arose out of
the discussion of Chapter 1. And I was under the impression that
you were saying that the total amount of money being spent on
Chapter 1 was greater or was as great today as it was before the
federal cuts were made, which I think is still true.

I was referring to the combined federal, state and local funding
for elementary and secondary education. And the chart that you
have brought shows total spending, which includes many programs
other than elementary and secondary. I think that we can agree
that roughly we were referring to two different things.

Secretary BENNETT. Yes, okay, fair enough.
Chairman HAWKINS. I hope at least that that clarifies that. My

understanding is that you also will be having a bill introduced by
Mr. Jeffords on this committee, and some question arose as to the
opportunity that you would have or members of your staff would
have to appear as witnesses in connection with that proposal.

May I indicate to you that we not only invite you to do so, but
will find it absolutely necessary in connection with that or any
other subject matter. You obviously have an open invitation to ad-
dress those issues before this committee.

I hope that we have developed thoughts today that may be con-
structive, and your ideas certainly will be given thorough consider-
ation by this committee. And we hope that in those areas in which
we can explore together and agree upon that we can reach some
accommodation. There will be other areas where we obviously will
not be able to do so.

But to the extent that we can, we ask you to help us as we wade
through this very troublesome problem. And hopefully when the
bill is introduced, we will have a chance to address its specific pro-
visions in this committee. Mr. Jeffords.

Mr. JEFFORDS. Thank you, Mr. Chairman.
I want to thank you, Mr. Secretary, and your associates for help-

ing us. As we go forward I see that there are many more goals we
have in common. As time goes by I hope that we will be able to
work closely together and reach some real good accommodations on
these various issues. Thank you very much for coming, and I look
forward to working with you.

Secretary BENNETT. Thank you.
Mr. JEFFORDS. Thank you, Mr. Chairman.
Chairman HAWKINS. Thank you and your staff. And that con-

cludes the hearing.
Without objection, additional material will be entered into the

record at this point. Thank you.
(Whereupon at 12:40 p.m. the committee was adjourned subject to

the call of the chair.)
[Additional material submitted for the record follows:]
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High/Scope Educational Research Foundation

600 North River Street

Ypsilanti, Michigan 48197

(313) 485.2300

David P. Weikart, Ph.D.
Pres !dent

For further information contact:

David P. Heiken

FOR RELEASE FRIDAY, SEPTEMBER 14, 1984

Washington, September 1'4 New findings from an authoritative longterm

study of the lifetime impact of preschool education offer the strongest

evidence to date that preschool education pays off, for participants and

for society. The results, presented by High/Scope educational Research

Foundation today to the U. S. Department of Health and Human Services, show

that preschool pays off for participants in better academic performance,

lower rates of crime and delinquency, and better ennings prospects. They

also show that preschool pays off fer society in dollars and cents, not

only because participants increased their earning power, but also because

preschool resulted in reduced costs for special education, welfare, and the

criminal justice system.

The study, the Ypsilanti Perry Preschool Prcject, has been conducted

for the past 22 years by the High/Scope Educational Research Foundation of

Ypsilanti, Michigan. It follows the lives of 123 disadvantaged children

from preschool age to the present, comparing the subsequent performance and

experience of children who had a high quality preschool program and

children who had no preschool. The study has been supported by various

government agencies and private foundations. The High/Scope Foundation

is conducting the study with the assistance of neighboring school systems,

-- MORE --
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employers, police departments, courts, and social welfare agencies.

On a wide range of measures of school and life success, the study

shows that by age 19, the latest age for which complete --..idence is

available, young people who had attended a quality preschool program on

average significantly out-performed youngsters who had not. Major findings

are that:

I Two out of three of the young people in the preschool group
graduated from high school (67%), while only one out of two in the
no-preschool group graduated (49%).

On a test of funt:lonal competence at age 19, 61% of the preschool
group scored average or above average, while only 38% of the no-

preschool group did this well.

I The 38% rate of enrollment in post-secondary education for the
preschool group was nearly dotole the 21% rate of the no-preschool

group.

Only 15% of the preschool group were classified at some time

during their school years as mentally retarded, 5fh:f the

no-preschool group were so classified. On the average,

preschool group required special education classes for 2 years,
while the no-preschool group required them for 3 years and 6

months.

The detention and arrest rate for the preschool group was 31%, as
compared to a 51% rate for the no-preschool group.

I The teenage pregnancy rate for women in the preschool group was 64
per 100 women, only about half as great as the rate of 117 per 100

for women in the no-preschool group.

At age 19, 50% of the preschool group were employed, while 32% of

the no-preschool group were employed.

Only 18% of the preschool group reported that they were currently
receiving welfare assistance, as compared to 32% of the no-

preschool group.

A cost-benefit analysis of the program and its results indicated that

investment in the preschool program was a good investment for society:

* The return on the initial investment was equal to three-and-a-half
times the cost of two years of preschool and seven times the cost

of one year of preschool.

-- MORE --
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The economic benefits obtained by the end of high school were
sufficient to justify public investment in one year of preschool
education for disadvantaged children.

Major benefits were reduced costs of education and increased
earnings, both actual and predicted. Other benefits included
decreased costs for crime and welfare assistance.

These findings are more fully described in the newly published monograph

Changed LAves: The Effects of the Perry Preschool Program on Youths

Through Age 19 (High/Scope Press, 600 N. River Street; Ypsilanti, Michigan

48197, $15.00 prepaid).

Project directors David P. Weikart and Lawrence J. Schweinhart ray

they hope these research results will "add to the growing public interest

in early childhood education as a good way to invest in the futures of

children." They note, "Taxpayers already spend a great deal of money

trying to remedy these problems after they occur; preschool can partially

prevent these problems from occurring, at a fraction of the cost of

remediation."

Dorcas R. Hard, Assistant Secretary for Human Development Services,

said, "The Perry Preschool Project is an outstanding example of what good

early childhood programs can accomplish. Based on over two decades of

work, the findings of this careful study present clear evidence that

quality early childhood education programs will help poor children overcome

later proSlams." Noting that her agency has recently overseen a major

expansion of these services through National Head Start, Miss Hardy added,

"These preschool programs like Head Start do make a crucial difference in

the lives of the children they serve."

The Perry Preschool Project shows that quality preschool education

helps children do better not only in school, but also in the community and

the workplace. In this way it has extended the findings of half a dozen

other studies that have shown that early educational intervention helps to

MORE
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prevent unnecessary plecements in special education and retentions in

grade. The Perry Preschool Project is the only one of these studies that

includes a benefit-cost analysis of investment in preschool and assessments

of criminal behavior and employment. As such, it may be expected to

influence budget-minded policy-makers who demand hard evidence that social

programs work.

The Perry Preschool study began in Ypsilanti, Michigan in 1962 as an

examination of the lives of 123 black children born in poor families and

apparently destined for school failure. Half of the families in the study

received welfare assistance; 47 percent were single-parent families. Only

21 percent of the mothers and 11 percent of the fathers had graduated from

high school.

Children in the study were randomly assign0 either to a', experimental

group who attended preschool or a control group why did ;lot attend. The

children and families in these two groups had similar characteristics.

For these reasons, any subsequent differences in the groups may be

attributed to the preschool program.

Children in the experimental group attenusd a high quality program in

a preschool classroom for two-and-a-haJf fLve mornings a week, either

for one school year at age four or two school years at ages .hree and four.

The program emphasized active learning, problem-solving, and a high degree

of interaction between adults and children and among the children

themselves. In addition, the teachers visited each mother and child at

home for 90 minutes a week, to arouse the parent's interest in, and

attention to, her child's curiosity for learning.

MORE
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ILese young people have participated in the study continuously for

over two decades. The next phase, now being planned, will assess preschool

effects on young adults in their mid-201s.

What made the difference? The research team postulates a "chain of

cause and effect," in which preschool improved the intellectual and social

competence of participants as they started school. Beginning from this

improved position, the children who attended preschool required less

speoial education and subsequently demonstrated higher scholastic

achievement. Because they were doing better scholastically, they were more

likely to graduate from high school, less likely to engage in crime and be

arrested, and more likely to be employed in early adulthood.

Funding for the recent phases of the research has come f.4M the U. S.

Department of Health and Human Services and the U. S. Department of

Education. The economic analysis received funding from the LeviStrauss

Foundation and the Rosenberg Foundation of San Francisco. Major support

for the study over tl..e years has come from Carnegie Corporation of Hew

York. Early support for the project came from the Spencer Foundation, the

State of Michigan, and the Ypsilanti Public Schools.
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S)
r EARLY CHILDHOOD 1

Policy Options for
Precchool Programs

AHOST OF new governors,
MC legislators, state ethi-
cal:al leaders, and mem-
bers of Congress assumed
offue . s January. As was

true of their recent predecessors, these
newcomers will probably find that they
must take a position on peogrtans aimed
at early childhood development es-
pecially those that are designed for chil
drca Yry low-Income families. Since
strong evidence exists that such pro-
grams provide both short -term and
long-term gains for young participsnts,
legislators and school administrators in
almost every state will continue to de-
liberate during the coming year about
how to establish ere expand programs
that serve children under the age of 5.

Several facts illustrate the increasing
activity and financial commitment in
this area. In 1984, for example, eight
states appropriated approximately 5160
million to fund early childhood pro-
grams, aimed especially at children liv-
ing in !mercy. In 1986, by contrast,
'4 star. _ spent 5330 million foe simi-
lar programs. 'Ibex programs currently
provide some 130,000 families with
early childhood education and day are
or with parent education)

The momentum for early childhood
programs remains strong. State kgisla-

LAWRENCE J. SE4WEEVHART le dyer
for of Voices for Children. a project of the
High/Scope Educational Research Founda-
tion. Ypsilanti, MI& JEFFREY J. BOWEL
is a lumen resource consultant for state
goverruneras. ANNE BRIDGMAN it a free-
WIC* Writer spedalitins bi lasses related to
early dtiklood. Both &she, and Bridgman
wort in Washington. D.0 Preparation of
this article was supported by a grant from
the Carnegie Corporation of New Yost. bra
the authors are solely responsible for the
opinions expressed herein.

324 PHI DELTA KAPPAN

Early childhood education-is likely to be on the list of policy
matters demanding attention this year. The authors pmvide
decision makers with the research base necessary to answer
crucial questions.

BY LAWRENCE J. SCHWEINHARZ JEFFREY J. ICOSHFI,
AND ANNE BRIDGMAN

tures end other policy-making bodies in
the U.S. seem more willing than ever to
consider investing in high-quality early
childhood programs. A growing constit-
uency, which Includes chief executive
officers u well u welfare mothers,
considers public spending for such pro-
grams worthwhile.

In its 1985 report, Inverting In Our
Children, the Committee for Economic
Development noted. It would be hard
to imagine that society could find a
higher yield for a dollar of investment
than that found in preschool programs
for at-risk children.":

Mayor Edward Koch, in announc-
ing an initiative to provide early enild-
hood education for all 4-year-olds in
New York City,.said he was "struck by
the near unanimity among experts that,
of all the educational and social pro-
gram initiated in the last 20 years,
there is one that holds more promise
than any other, an intervention on which
there is solid and compelling research
indicating its measurable end long-term
positive effects on children's success in
school and in life."

Gov. Michael Castle of Delaware,
who chairs the Committee on Human
Resources of the National Governors'
Association, has pledged that his com-
mittee will focus in 1987 on early child-

507.E

hood development programs. "Across
the board, were shifting our focus to at-
tack problems early, he said. 'We be-
lieve that, if we eliminate problems ear-
ly, young people will has s a much bet-
ter chance to become productive citi-
zens. The education component is the
most important. of course; it begins to
teach children how to learn and, equally
important, it provides an early opportu-
nity to identify problems."

An editorial in the Chicago Tribune
on 8 October 1985 stated, 'A wealth of
experiments: projects proves that chil-
dren from the most disadvantaged
homes will thrive academically and
socially if they are stimulated early
enough in special preschool programs.'
The writer concluded that 'in a few
years, early learning programs will pay
for themselves many times over in the
reduced costs of school failures, delin-
quency, dependency. and violent be-
havior.")

As more and more federal. state, and
local policy makers begin to realize that
a cutstituency motivated by solid re-
search data supports early childhood
programs, public funding for such pro-
grams should grow. But those who are
responsible for directing the debate and
shaping the programs must have con-
tinuing access to pertinent information
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vdoped can reflect everything that is
known about high-quality early child-
hood educatioo. Such provarra will
benefit both our children and U.S. Jed-
ety as a whole.

I. For ma Mai es dee Men treated he die a*
tick sad fa a descriptier of the arty cledbood
Mtaree he speak saw we Lamar J.
SehreYrtrd 1e65ay J. Kaid. Polk, Oyelear
lot Preschool Prefrais (Y9alan. Mkt.:
/0gbileepe Early Cliklard Peery Pecan. No.
S. pribbed Is condone= ai the Naomi
00.9111ffe ASICCISIke. 1966).
2. leeetiese is Or O&M (New Yak Re-
seed sad Percy Cream of the Ceram
for Beam& Developerat, 1903).
3. This *frond appears Is a ceased= dared-
al tided TM Maims Maar (Chap: Coe.
raprery Boob. lea. 1916). p. 297
4. TM Crisis Le INieat dal Taller Care
(Wadeorok D.C.: Ad Ha Day Cm Collar!.
1915).
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3. Leaver J. Schwaben tad David P
krt. Power CUMIN Grow OF The Mew of e
her, Preechoo1 Programa, nests Mash Age
I Cfaileed. Iligh/Scsre Paw 1910).
6. Jobe L laneaCkeeere. LIV111101 1.
hdrevisiart. N. Sorest Brae. Am S. Epode.
sad Dahl P. %Dam Cliensed lives:The Effects
af gar Perry Preachsa Previa on Toots
Moat Age 19 (Yreka. Wee.:: IGO/Scope
Pres. 1914).
7. lieerlap gar Nakeeal Umiak: Ch(essoh
Gramsoebilawled lOnierpenea Program.
fired 19I4 (Marx Deperment of Research
u t &amok Map NW* Schools. 1945).
8. Dr* monCagaaw)oawdAg6rb-
Miry

tead
(WadeMeno. D C.: Naomi Madam

for dr Earam of Yong Mew. 1916): sad
Craig Corm Nal-Dm Cart Caren le de
A Hariaval Profik. 19X-77 (CeerrNM. Mar.:
Fad Imre of dr Neckar Day Cue Seedy.
VOL 1D. Abt Aroares. 1979).
9. Ambab af Om FP 1987 lidend Dart foe
Oaken (Weehbaloa. D.C.: causrues Defame
Pad. 1916). p. 333.
10. Umebbied dra from dr Drew of Labor

Stannics. U.S. Demurer of Labor. bred ea
tes March 1913 Cana Peeeledoe Sawy.
11. Lord lima. Jeffrey Travers. Farm*
Gam. sad Car Coda. Onidnes erre Carer
Sweroury ibriagt awl Their baphoesloas (Ca
bride*. Mw.: Final Repel of the Naked Day
Care Seedy. Vol.!. Abs Anor)eee. 1979).
12. Jam L. Hyatt. Jr.. ENO MAW Ear
adore The Taw Le Review A Loot es 1965 (Car.
Ed. CAL: Haien& Nee. 1916).
13 terrace J. Schwaleart. David P. Naha.
sad May B. Later. Tommeree of Tres
Preschool Qua dens Models as Yours Through
As IL' Early OdIdhood Emma ertnerly
(N186).omad. N.Y.: Abla Pebbimi Corporioca.

14. Weak Early Mahood felecarloro The
Tar in Andre....
IS. Of dr 452.300 deldra *to ewe served by
Had San is 133. a least 90% (407.070) ast
many *sidearm Set dose 407.070 chahen
aoxmied for my 24% of the I.702.000

Ur:We sae by m in poverty in the
clier or a 134 Comm Popdrion

Sava.

[Whereupon, at 12:45 p.m., the hearing was adjourned, subject to
the call of the Chair.]
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EDUCATION AND TRAINING FOR AMERICAN
COMPETITIVENESS

THURSDAY, MARCH 12, 1987

HOUSE OF REPRESENTATIVES,
COMMITTEE ON EDUCATION AND LABOR,

Washington, DC.
The committee met, pursuant to notice, at 9:40 a.m., in room

2175 Rayburn House Office Building, Hon. Augustus F. Hawkins
presiding.

Members present. Representatives Hawkins, Clay, Murphy,
Kildee, Owens, Hayes, Sawyer, Solarz, Wise, Robinson, Penny, Vis-
closky, Jontz, Jeffords, Petri, and Ballenger.

Staff present. Gene Sofer, budget analyst; Carole Stringer, legis-
lative analyst; Dan Yager, minority counsel.

Chairman HAWKINS. The House Education and Labor Committee
is called to order.

The Chair will forego an opening statement. I understand none
of the members desire to make a statement at this point so that we
may proceed with the schedule.

The first witness will be Mr. Thomas Donahue, Secretary/Treas-
urer of the AFL-.CIO; Mr. Sam Camens, Assistant to the President,
United Steelworkers of America will be the second witness. There
may be other persons who will accompany them.

Mr. Donahue, we welcome you to the committee. You do not
need any directions from the Chair as to the usual procedure. We
will include in the record, in its entirety your statement and other
documents that are attached thereto. We call upon you to proceed
as yoii usually do.

STATEMENT OF THOMAS R. DONAHUE, SECRETARY-TREASURER,
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUS-
TRIAL ORGANIZATIONS; ACCOMPANIED BY BOB McGLOTTEN,
DIRECTOR LEGISLATIVE AFFAIRS; AND MARKLEY ROBERTS,
ECONOMIC AFFAIRS DEPARTMENT, AFL-CIO
Mr. DONAHUE. Thank you, Mr. Chairman. I am Tom Donahue,

Secretary-Treasurer of the AFL-CIO. I am accompanied this morn-
ing on my left by Bob McGlotten our Director of Legislative Af-
fairs, and on my right by Markley Roberts of our Economic Affairs
Department'.

Mr. Chairman, we are grateful for the opportunity to present a
statement of support for H.R. 90. I would like to comment on that,
comment a bit on the related Administration proposals for worker
readjustment, on some of the other components of the Administra-

(511),
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tion's competitiveness package, as well as on one other bill which
will be coming before this committee, H.R. 1122, the Economic Dis-
location and Worker Adjustment Assistance Act. All of those pieces
seem to us interrelated.

And before I comment on the specific proposals, I would beg your
indulgence to let me outline the kind of two-track legislative hope
that we would havewhich we hope you would consider for H.R.
90 and H.R. 1122.

Mr. Chairman, we give very high priority to the enactment of a
strong, comprehensive piece of trade legislation this year. We think
the action of this committee last year in dealing with the education
and training for American competitiveness bill was very construc-
tive in putting before the House what later became a piece of that
comprehensive trade bill. We hope that H.R. 90 would serve that
same function.

We would like to respectfully suggest that you proceed with all
due diligence and speed on H.R. 90, and we would express our hope
that at the same time you would move to prompt and favorable
action on 1122. It seems to us both bills are important. Each stands
on its own merits. Each addresses a different problem, and they
should not be tied together. But we do believe that they should
move ahead simultaneously in a hopefully two-track process.

All of that is related to our views, Mr. Chairman, on trade ad-
justment assistance. And we feel very strongly that that program
must continue in existence but with a much higher and more ade-
quate level of funding. And we strongly oppose any of the efforts of
the Administration to kill trade adjustment assistance.

Your section 2G2 provides for trade impacted assistance, and we
support that proposal as a supplement to trade adjustment assist-
ance. And you have properly noted that that is what it is, and the
committee has stated that in its statement of purpose. We only
want to reinforce that point, Mr. .Chairman, and hope that the
committee position this year will be the same as last. And we urge
you to set forth that position in a report on H.R. 90.

The trade adjustment assistance was developed in this nation as
a key part of a social compact by which the labor movement was
enlisted and by which the workers of the nation were enlisted in a
support of a mational trade policy in 1962 and again in 1974.

The promise was, and the promise remains, to offset losses to
workers resulting from a national trade policy which was admitted-
ly designed to aid consumers. In theory, though not in reality,
workers can receive under trade adjustment assistance up to a year

jof income support, up to two years of training, extended job search
assistance and family relocation,

Surely the current levels of funding and the levels of funding
over the last five or six years have been totally inadequate for the
program. But we think it is important to make a point that that
program be maintained and not conveniently disappear into some
other effort.

With respect to H.R. 90, Mr. Chairman, we are certainly in es-
sential agreement with the purposes of raising our productivity
and competitiveness by investments in human resources and liter-
acy training and improving math, science and foreign lang _lege
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proficiency, and particularly those sections dealing with worker
skill enhancement.

We strongly endorse the approach in Title I to give more support
to education and think that there is a real need for that support
for post-secondary. education programs to improve instruction, and
all of those provisions would have our enthusiastic support.

With respect, Mr. Chairman, to the labor-management sections
of Title II of H.R. 90, let me Just offer a couple of comments. We
think that voluntary committees of that type in a union- represent-
ed work force can make a useful contribution to improved competi-
tiveness by training, retraining and educating workers. It is essen-
tial, however, that the process of establishing those committees not
beepermitted to subvert existing collective bargaining relationships.

The bill ought to make clear that where an employer's workers
are organized, the employer must negotiate with the employees'
representatives over the establishment of a joint labor-manage-
ment committee. And all of the employee representatives on that
committee must be selected by the union or unions that represent
the employees.

In a situation in which only some of the employees might be or-
ganized, separate labor-management committees should be estab-
lished and provided for in the legislation for organized and unorga-
nized employees. The employer, in short, should not be permitted
to establish a program either in a mixed situation or establish a
program only for his unorganized workers.

With respect to H.R. 1122, Mr. Chairman, and the worker adjust-
ment assistance pieces of that legislation, we think they are impor-
tant and represent a step forward. We want to see the key features
of that bill kept together. We want to see the part dealing with ad-
justment services for dislocated workers and the provisions for noti-
fication and consultation before closing and layoffs included in that
bill. We think it is a sound approach to dealing with the special
problems of plant closings and layoffs.

There is attached to our testimony, as you have noted, a supple-
mentary statement which deals with that piece of legislation. And
we will similarly submit that next week to the subcommittee, or
later in the week to the subcommittee.

With respect to the Administration's competitiveness package,
Mr. Chairman, we think that one key part of that package is the
worker readjustment program, and note that does generally follow
the recommendations of the Secretary's Task Force on Economic
Adjustment. It is an encouragement to note that the Administra-
tion recognized the problems of dislocated workers, proposes a $980
million program, calls for the rapid response units m the states to
deal with those problems.

However, we need to insure that that is new money, and that it
is not money taken from trade adjustment assistance and vocation-
al education. Otherwise, we are simply shifting the shells and still
looking for the pea. We oppose the Administration effort to dis-
mantle trade adjustment assistance and to defund vocational edu-
cation.

Mr. Chairman, the people that we represent are hopeful that the
committee will take prompt action in this area, and we appreciate
the leadership and support that you have give to them. I would be
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happy, Mr. Chairman, to try address any questions you or members
of the committee might have.

[The prepared statement of Thomas R. Donahue follows:]

5. 1 g
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Statement by Thomas R. Donahue, Secretary-Treasurer,
American Federation of Labor and Congress of Industrial Organizations,

To the House Education and Labor Committee
on H.R. 90, Education and Training for American Competitiveness

March 12, 1987

Mr. Chairman, I appreciate this opportunity to present the support of the

AFL-CIO for two bills now pending before this Committee.

One bill is H.R. 90, the proposed Education and Training for American

Competitiveness Act of 1987.

The other bill is H.R. 1122, the proposed Economic Dislocation and Worker

Adjustment Assistance Act.

I will comment on these bills and I will also comment on the Reagan

Administrations proposed Worker Readjustment Act and on some other components

of the Administration's so-called competitiveness package.

However, before I comment on these specific proposals, let me outline briefly

to you the kind of two-track legislative scenario that the AFL-CIO is urging for

H.R.90 and for H.R.1122.

We give high priority to enactment by the United States Cor., ress this year of

strong; comprehensive trade legislation.

We belicve the action of your Committee last year in approving an earlier

version of the Education and Training for American Competitiveness bill was very

constructive in helping to achieve House floor approval for a comprehensive trade

bill including the earlier version of H.R.90 as one title.

We hope that H.R.90 will serve that same constructive function in helping to

secure House passage and ultimately to bring enactment of good, sound trade

legislation this year.

51'
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So we would like to respectfully suggest to this Committee that you should

proceed "full steam ahead" with H.R.90 on a fast track in a two-track effort.

It's our hope that, at the same time, this Committee will proceed "full steam

ahezNd" on a fast track to prompt, favorable action on H.R.1122, the Economic

DislocaV.on and Worker Adjustment Assistance Act.

Both bills are important. Each stands on its own merits. Each bill addresses

a different problem. These bills should not be tied together, but, we believe, they

should move ahead simultaneously on a two-track legislative process.

Trade Adjustment Assistance

We want the Trade Adjustment Assistance program to continue its existence

-- but with a much higher and more adequate level of funding. We strongly oppose

and we will fight efforts to kill TAA as proposed by the Reagan Administration.

Section 202 of H.R.90 provides for trade-impacted worker assistance. We

support this proposal as a supplement to TAA, but it does not and should not

replace TAA.

We note with approval the statement of purpose in H.R.90 that the legislation

is designed "to accomplish its purposes without impairing the availability of funds

to carry out existing programs that address the needs of dislocated workers such as

Title III of the Job Training Partnership Act and the trade adjustment assistance

provisions of the Trade Act of 1974."

Your Committee declared In Its May 1986 report on the earlier version of

H.R.90:

"The employment assistance activities authorized under the Committee bill

are designed to supplement services otherwise available under Title III (the

dislocated worker program under 3TPA), the Trade Adjustment Assistance Act, or

other training programs for which trade-impacted workers may be eligible."

518...
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We support this Committee position taken last year and we urge you to set

forth this position again in your Committee report on H.R.90.

Let me remind you also that the Secretary of Labor's Task Force on

Economic Adjustment and Worker Dislocation did not and I underscore "did not"

recommend folding TAA into the general worker adjustment program it called

for.

Trade Adjustment Assistance is a key part of a sr-cial compact by which the

labor movement was enlisted in support of a national trade policy in 1962 and again

in 1974. The promise of TAA was and Is to offset losses to workers resulting from

national trade policy, which was seen as aiding consumers.

In theory, although not in reality, TAA can Include up to one year of income

support, up to two years of training, extended job search assistance, and family

relocation assistance.

We recognize that current TAA funding is totally inadequate, but we believe

this program must continue and it must be funded at a level sufficient to deal with

the problems of Import-injured workers.

We are in essential agreement with the purposes of H.R. 90 relating to raising

U.S. productivity and competitiveness by investing in human resources, literacy

training, improving math, science, and foreign language proficiency, and worker

skill enhancement.

We strongly endorse the approach taken in Title I of H.R.90 to give more

support to education. The $480 million authorization for education and training

under Chapter 1 and for post secondary education programs to improve instruction

in math, science, and foreign languages will have our enthusiastic support.

519
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Labor-Management Programs

Let me comment briefly on the section relating to joint labor-management

training programs with financial assistance and technical support from the Labor

Department.

We believe such voluntary labor-management committees in a union-

represented workforce can make a useful contribution to improved competitiveness

by training, retraining, and educating workers who may be affected y

modernization or production adjustments which reflect an employer's effort to be

competitive in international markets.

It is essenal, however, that the process of establishing and operating these

joint committees not be permitted to subvert existing collective-bargaining

relationships between the employer and the exclusive representative of his

employees. Thus, the bill should make clear that where an employer's workers are

organized, the employer must negotiate with employees' representative over the

establishment of a joint-labor management committee, and all of the employee

representatives on that committee should be selected by the univn or unions that

represent the employer's employees. If only some of the employees are organized,

separate labor-management committees should be established for the organized

and unorganized employees, and the employer should not be permitted to establish

a federally-funded training program anly for his unorganized workers.

Worker Adjustment Assistance

The AFL-CIO is supporting H.R.1122, the Economic Dislocation and Worker

Adjustment Assistance Act as a big step forward in what we hope will be effective

action by the United States Congress to alleviate the human costs of economic

change.
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We want the key features of this bill kept together -- the part dealing with

adjustment services for dislocated workers and the part dealing with labor-

management notification and consultation.

H.R.1122 is a good, sound approach to meeting the employment and training

eeds of workers hit by plant closings and major layoffs, and we give it our

wholehearted endorsement. A supplementary statement outlining the AFL-CIO

position on H.R.1122 is attached for the record.

Adminstration Readjustment Program

Let me comment briefly on some component's of the Reagan Administration's

so-called competitiveness package.

One key part of this package (Title I-C), the Worker Readjustment Program,

generally follows the recommendations of the Secretary of Labor's Task Force on

Economic Adjustment and Worker Dislocation.

We are encouraged that the Administration recognized the problems of

dislocated workers, proposed a $980 million prog m to deal with these problems,

and called for "rapid response units" in the states to deal with these problems.

However, we want new money not money taken from Trade Adjustment

Assistance and vocational education. We oppose the Administration effort to

dismantle TAA and vocational education.

We want to give credit to the Administration for raising the issue of joint

labor-management committees in the states (Section 1206), although we prefer the

approach taken in H.R.1122. We note the Administration proposes that substate

plans must include the means for assisting in the establishment of labor-

management committees and the means for involving labor organizations in

development and implementation of services (Section 1209). We also appreciate

the Administration's concern for labor standards (Section 1216) and for labor

consultation (Sections 1217 and 1253, for example).

,

52.E
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H.R. 1122 is a better vehicle for assistance to dislocated workers than the

Administration's Worker Readjustment Program.

The workers we represent are hopeful that this Committee will take prompt

action in this area, and we appreciate the leadership and support you have given

them.

Mr. Chairman, we are also submitting for the record the AFL-CIO Executive

Council statement on plant closing legislation and a table which shows regional

rates of dislocation by reason of plant closings and major layoffs.

I am happy to answer any of your questions.
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Supplementary Statement by Thomas FL Donahue, Secretary-Treasurer
American Federation of Labor and Congress of Industrial Organizations,

to the House Education and Labor Committee
on H.R.1122, the Economic Dislocation and Worker Adjustment Assistance Act

March 12, 1987

The AFL-CIO supports H.R.1122, the Economic Dislocation and Worker

Adjustment Assistance Act. Plant closings and mass layoffs inflict profound

injuries on the workers who lose jobs, their families, their communities, and on our

whole society.

11.R.1122, which provides for advance notice, consultation and adjustment

services, provides the basis for an important step forward by the United States

Congress to do whatever can be done to pre- ent plant closings and major layoffs

from occurring, to minimize the human costs of economic change and to cushion

the process of adjustment for workers and local communities adversely affected by

plant closings and major layoffs.

Plant closings and mass layoffs strip three million workers of their jobs every

year, with tragic consequences for the dislocated workers, their families and their

local communities.

The manufacturing sector of the economy has been especially hard hit by

plant closings and mass layoffs, contributing to the deindustrialization of the

American economy and reflecting the destructive impact of corporate investment

policies and federal fiscal, monetary and trade practices.

The heavy toll on dislocated workers includes:

* Joblessness averaging six months, with more than one-fifth of all

dislocated workers remaining jobless for more than two years;
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* an average wage reduction of 16 percent, with earnings losses of 30

percent for those required to switch occupations or industries to find new jobs.

Plant closings and major layoffs are a national problem -- not simply a

regional problem. In fact, the highest rates of worker dislocation from plant

closing from 1981 to 1985 are in the East South Central and West South Central

states and the lowest dislocation rates are in the Northeast and Midwest so-called

"rust belt" states. The regional dislocation rates appear in an appendix to this

testimony.

In many situations, the injuries suffered by workers and their communities

could be ameliorated, or avoided altogether, by timely government or private

intervention. Some contemplated plant closings and mass layoffs are preventable.

Indeed, less than 10 percent of plant closings are due to bankruptcy or financial

insolvency. And where a closing cannot be prevented, its disruptive effects can be

minimized by a variety of readjustment measures.

Under decisions of the Supreme Court and the National Labor Relations

Board, most plant closing decisions are not mandatory subjects of bargaining. This

means that employers are free to bypass the collective bargaining process in

making decisions on this most vital of matters, foreclosing the opportunity to

search for constructive alternatives to a contemplated closing. Employers likewise

have no legal obligation to provide advance notice to employees of plant closing or

mass layoff decisions.

Most workers do not now get sufficient advance notice of decisions on plant

closings or major layoffs. Two-thirds of blue-collar workers facing plant closings

receive less than two weeks advance notice and one-third receive no notice at all.

The average non-union worker gets two days notice. The situation is a little better

for white-collar workers.,
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The task force on plant closing and worker adjustment appointed by the

Secretary of Labor concluded in its January 1987 report that: adequate advance

notice is "an essential component of a successful adjustment program;" there is no

evidence to support business fears regarding notice; and serious problems of worker

adjustment now occur because corporate management rarely gives adequate

advance notice.

The United States government has a responsibility to protect American

workers and local communities from the devastating consequences of plant

shutdowns and mass layoffs. In Canada, where advance notice is required, an

industrial adjustment service of the federal government has been effective in

working with labor and management to cope with plant closing and worker

adjustment problems.

Many American corporations are operating abroad under foreign laws which

require advance notice of plant closings and major layoffs. Such laws exist in

Canada, Sweden, France, West Germany, the United Kingdom, and Japan. In this

country there are a few labor-management contracts which call for advance

notice.

There is no evidence that giving advance notice is harmful to the employer.

Contrary to widespread mythology, notice does not lead to lower productiviq and

may even raise it.

The AFL-CIO Executive Council last month called for immediate passage of

federal plant closing legislation that provides:

Mandatory advance notice of contemplated plant closings and mass

layoffs, accompanied by disclosure of all relevant information pertaining to the

reasons for and basis of the contemplated action and possible alternatives to such

action.
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* Consultation with labor and the community and access to government

technical assistance, to explore alternatives to closing and to plan assistance for

workers and communities where a dosing cannot be prevented.

* Compensation in'the form of mandatory severan^e pay to workers who

do not receive advance notice or whose union is not offered an opportunity for

consultation with respect to a contemplated closing or mass layoff decision.

* An industrial assistance program on the Canadian model to provide

rapid-response, plant-specific assistance for dislocated workers, including job

training with adequate income support during training; education and relocation

assistance; and employment service assistance for job-related counseling, job

placement and job search.

Support Advance Notice and Consultation

In light of the profound injuries to workers, communities, and the whole

society resulting from plant closing and mass layoffs, the first task of public policy

in 't1 his area must be to do whatever can be done to prevent closings and layoffs

from occurring. Accordingly, the first requisite of any bill that seeks to address

the problem of plant closings and mass layoffs is a requirement, such as that

contained in Title II of H.R.1122, that an employer provide advance notice of a

proposed closing or layoff and consult in good faith with the affected governmental

authorities and with the representative of the affected emplo,ees concerning the

proposed action.

Requiring advance notice and consultation assures that before an employer

makes a final and irrevocable decision to close a plant or to effect a mass layoff,

all relevant considerations will have been presented to the employer for his

evaluation and all alternatives to the contemplated action will have been fully

explored. In the world of industrial relations, as in the world of politics and in life



generally, the reality of an impending crisis focuses the mind in a way in which

mere possibilities and threats do not. When a crisis is clearly at hand -- and notice

of a proposed plant closing or mass layoff would surely constitute a crisis for the

workers to be affected parties with otherwise conflicting interests are not

infrequently able to transcend their Ionflicts and together develop solutions to

their joint problem.

In the plant closing context, for example, notice of a threatened closing may

induce local or state governments which are accustomed to developing

incentives to attract new businesses -- to come forward with a package of

assistance that may enable the existing employer to continue operations.

Alternatively, through notice and consultation, the employees may develop

methods of saving the business by reducing costs and/or improving productivity, or

even by purchasing the plant through an employee stock ownership plan or other

similar device. In sum, through notice and consultation, solutions may be

developed which did not occur to the employer in making a preliminary decision to

close, or which the employer had wrongly assumed to be unobtainable.

In order to assure that the process of consultation works effectively and to

maximize the possiblity that through consultation plant closings can be prevented,

H.R.I122 wisely requires an employer contemplating a closing or layoff to provide

"such relevant information as is necessary for the thorough evaluation of the

proposal to order a plant closing or mass layoff or for the thorough evaluation of

any alternatives or modifications suggested to such proposal." Without adequate

information it is not possible for unions or for governments to fashion realistic

proposals to address the employer's needs.

We recognize, of course, that in many situations, consultation will not be able

to avert a closing or mass layoff; in a world in which economic change is a
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constant, closings, relocations, and the like will always be occuring. Put even if

the notice and consultation provisions were able to prevent only a small portion of

contemplated closings and mass layoffs, those provisions which impose the most

minimal of burdens on employers would be amply justified by the injuries that

would be avoided.

Moreover, as Professor B. Glenn George has observed, the process of notice

and consultation "has value for labor-management relations irrespective of any

resolution and problem-solving function it typically services." Allowing employees

an opportunity, through their representative, to discuss the reasons for and

participate in a closing or layoff decision "must inevitably increase the likelihood

that the employees will understand...such management decisions" and thereby

"diffus(e) the sense of unfairness and abuse that employees facing the consequences

of unemployment undoubtedly feel." The resulting "enhancement of mutual respect

and a sense of fairness and due process" that will result from the consultative

process thus provides an independent justification for requiring advance notice and

consultation with respect to decisions that will profoundly affect large groups of

workers.

Finally, the advance notice requirement of H.R.I122 is essential for yet a

third reason: as the task force appointed by the Secretary of lal-)r concluded in its

January 1987 report, adequate advance notice is "an essential component of a

successful adjustment program."

Where a plant closing or mass layoff cannot be prevented, it is the obligation

of government to assist the affected workers in readjusting and thereby minimizing

the injuries inflicted by the closing or layoff. But the process of readjustment, by

definition, cannot begin until the workers are notified that their employment will

be terminated. With advance notice, a worker has some opportunity to begin the
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process of adjustment -- to look for a new job, to make crrangements for the

worker's family, to deal with the psychic stress -- before the worker is actually out

of work. And with advance notice, the government can commence its readjustment

assistance efforts before large numbers of workers have been thrown out of work.

Indeed, the concept of a rapid-response unit a concept whose value has been

proven in Canada and which the Reagan Administration has endorsed is hollow

without some requirement of advance notice to trigger that unit's efforts.

In Canada, where advance notice is required, the average duration of

unemployment for displaced workers getting rapid-response assistance was 734

weeks, whereas regular unemployed workers getting unemployment compensation

without rapid-response help were out of work an average of 22 weeks.

The AFL-CIO thus endorses the provisions of Title II of H.R.1122 as

necessary both to prevent avoidable closings and to minimize the injuries resulting

from unavoidable closings. We support Title II's concept of relating the length of

the advance notice requirement to the number of workers to be affected, because

we believe more extensive consultation is called for, and more time needed for

readjustment, when large numbers of workers are to be affected by a closing than

when smaller number of persons are affected. In our view, the notice requirements

in Title II -- which range from 90 days where 50-100 workers are involved to 180

days where more than 500 workers are involved -- are minimal requirements, and

we endorse these provisions of the bill.

We likewise support the inclusion in the bill of reasonable penalties for

employers who fail to provide the advance notice required by the bill or who fail to

engage in good-faith consultation. These penalty provisions are carefully tailored

to the harm that will result if an employer violates the requirements contained in

Title II, as the penalties provide the affected workers and governments with a
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minimal amount of compensation if they are not provided A 'h the advance notice

and the opportunity to consult to which they are entitled under the bill.

$980 Million

We welcome the authorization in H.R.1122 for $980 million to provide

services and support to dislocated workers. This is a substantial and necessary

increase over the inadequate funds which have been available for these purposes

under Title III of the Job Training Partnership Act of 1982, although we estimate

that it is less than a third of the amount needed. However, it is a significant step

in the right direction.

The Reagan Administration's proposed worker readjustment program has its

faults -- and we consider H.R.1122 a better and preferable approach to dealing

with plant closings, major layoffs, and worker readjustment assistance -- but we

note that the Administration recognized the problems, proposed a $980 million

program to deal with these problems, and called for "rapid response units" to deal

with these problems. However, we strongly believe that the $980 million should be

new money. We want new money not money stolen from Trade Adjustment

Assistance and vocational education. We oppose the dismantling of TAA and

vocational education as proposed by the Administration.

Tripartite Committee

We strongly support section 309 of H.R.1122, which calls for a national

tripartite advisory committee on plant closings and worker adjustment. A national

tripartite committee would help the Secretary of Labor and the Dislocated Worker

Unit in the Labor Department operate more effective!' in carrying out their

responsibilities under this legislation.Here is what the Secretary of Labor's task

force said:
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"A federal tripartite advisory committee would be established, composed of

buziness, labor and the public, which would act as a mechanism to review program

performance agrtinst the objective quality re-employment -- and make

recommendations for improvement."

We think the Administration deserves credit for proposing such a national

Worker Readjustment Advisory Council to be appointed by the Secretary (Section

1234). However, we must quickly qualify this credit because the Administration's

advisory council instead of being a genuine tripartite group -- would be 30

percent business, 23 percent labor, 23 percent public officials, and a business

representative would always be chairman. We urge you to maintain the genuinely

tripartite federal advisory committee as proposed in H.R.I122.

We welcome the requirement in H.R.1122 that state governors set up

tripartite advisory committees to advise the governor and the state dislocated

worker unit on administration of programs to help dislo..ated workers in that state

and to review state worker readjustment assistance plans. This is a gooc

requirement at the state level as it is highly desirable at the national level.

This principle of involving the people directly concerned to make the system

work better is sound, and therefore we also endorse the requirement of Section

307(b)(2) of H.R.1122 that the Secretary of Labor set a standard to encourage

establishment of joint worker-management adjustment committees at each plant

closing or major permanent layoff to coordinate read,ustment services to displaced

workers, Including helping them find new jobs or training opportunities. We support

the requiremeriz for an Impartial, non-affiliated chairman and an ex-officio

government member of these committees.
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Strong Federal Role

It is essential for the U.S. Department of Labor to demonstrate leadership

and provide effective guidance to the states in administering these programs. We

welcome the proposal in H.R.1122 for a Dislocated Worker Unit in the Labor

Department to administer and to supervise "rapid response" worker adjustment

assistance programs in the states and at the national level. We generally support

the approach taken to "State Delivery of Dislocated Worker Services" in Section

305 of H.R.1122, including labor standards and state-wide tripartite advisory

committees.

We also want to give credit to the Administration bill for raising the issue of

joint labor-management committees in the states (Section 1206), although we

prefer the approach taken in H.R.1122. We note the Administration proposes that

substate plans must include the means for assisting in the establishment of labor-

management committees and the means for involving labor organizations in

development and implementation of services (Section 1209). We also appreciate

the Administration's concern for labor standards (Section 1216) and for labor

consultation (Sections 1217 and 1253, for example).

States must be required to provide a high level of detail in their plans

relating to those workers to be served, the kinds of services provided to them and

the designated program operators, so that the Secretary of Labor can effectively

review these plans. At the same time states should be given the flexibility to

select program operators on the hasis of demonstrated effectiveness rather than

predetermined status in the 3TPA system.

Organizations such as the AFL-CIO Human Resources Development Institute,

the National Alliance of Business, and Project 70001, which have extensive

experience in designing and operating displaced worker programs should be fully

utilized by the Department of Labor.
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We would also like to see strengthened provisions in the law relating to public

review and comment, complaint procedures, as well as consultation with organized

labor when union members are affected by these programs.

We commend your commitment to providing income support for workers who

have exhausted other benefits so that they may enroll in longer-term training, and

we again urge that the Department of Labor take a strong role in making sure that

the states provide this necessary income support.

Discretionary Funds

Part B of Title II in H.R.1122 provides for demonstration programs to be

funded from the discretionary money available to the Secretary under this

legislation. We welcome the low-interest training loan demonstration program to

supplement existing training programs. We also welcome the concept of the

*proposed public works employment demonstration programs but we believe the

wage standards set in Section 345(a) are excessively restrictive and should be

raised. Also we urge that the permissive language in Section 337(b) be changed to

mandatory language so that the Secretary of Labor is required to prescribe labor

standards based upon Section 143 of the Job Training Partnership Act.

We support reservation of 30 percent of funds appropriated under this

legislation for multi-state, industry-wide, demonstration, exemplary, and

discretionary programs designed to increase employability of dislocated workers.

We support the specific reservation of not less than 70 percent of these funds for

the Secretary of Labor's discretionary and exemplary programs. We prefer the 70

percent reservation to the 50 percent reservation in the companion Senate bill.

Oppose Defederalization

We are deeply concerned about the crisis in the nation's unemployment

insurance system which now provides benefits to only one-third of America's
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jobless. the long-term jobless -- including many dislocated workers -- are virtually

unprotected by the extended Ul benefit program that was supposed to help them.

We object to the Administration's proposal, included in the competitiveness

package, to defederalize the funding of the costs of administering unemployment

insurance and job service programs. Putting this additional cost burden on the

states will result in additional cutbacks in services which are essential to

adjustment assistance for dislocated workers.

We object to the further decentralization of these programs as proposed in

the Administration's worker readjustment bill and we object to the inadequately

comprehensive income support necessary for workers to receive long-term training.

H.R.I 122 is much closer to meeting workers' needs.

Trade Adjustment Assistance

We have examined the Reagan Administration's proposal to set up a new

worker readjustment program as one part of the Administration's so-called

competitiveness initiative. We strongly oppose the Administration's I for

eliminating Trade Adjustment Assistance by folding It into the new worker

readjustment assistance program. The Secretary of Lab4.r's tas.. force did not

recommend elimination of TAA.

The AFL-C10 is supporting legislation to expand Trade Adjustment

Assistance both in coverage and scope, financed by an import surcharge, to help

those workers harmed by trade. We will continue to oppose any effort to kin TAA

or fold it into plant closing worker adjustment assistance legislation.

Trade Adjustment Assistance is a key part of a social compact by which the

labor movere4.-.4 was enlisted In support of national trade policy in :962 and again

in 1974. The promise of TAA was and is to offset losses to workers resulting from

national trade policy. In theory, although not in reality, TAA could include up to a
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year of income support, up to two years of training, extended job search assistance,

and family relocation assistance.

We recognize that current TAA funding is now totally inadequate, but we

urge that this program continue and we want to see it funded at a level sufficient

to deal with the problems of import-injured workers and communities and

industries.

In conclusion, Mr. Chairman, I repeat the strong endorsement of the AFL-CIO

for 5.538. We believe this bill is a good, sound approach to meet the employment

and training needs of workers hit by plant closings and major layoffs.

We urge prompt, favorable action on 5.538 by this Committee and by the

Congress. Thank you.
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Statement by the AFL-CIO Executive Council

on

Plant Closing and Yorker Dislocation Lesislation

February 17, 1987
Bal Harbour, FL

Plant closings and mass layoffs strip three million workers of their jobs every

year, with tragic consequences for the dislocated workers, their families and their local

communities.

The manufacturing sector of the economy has been especially hard hit by plant

closings and mass layoffs, contributing to the deindustrialization of the American

economy and reflecting the destructive impact of corporate investment policies and

federal fiscal, monetary and trade practices.

The heavy toll on dislocated workers includes:

Joblessness averaging six months, with more than one-fifth of all dislocated

workers remaining jobless for more than two years;

An average wage reduction of 16 percent, with earnings losses of 30 percent

for those required to switch occupations or industries to find new jobs.

In many instances, the injuries suffered by workers and their communities could

be ameliorated, or avoided altogether, by timely government or private intervention.

Some contemplated plant closings and mass layoffs are preventable; indeed, less than

10 percent of plant closings are due to bankruptcy or financial insolvency. And where a

closing cannot be prevented, its disruptive effects can be minimized by a variety of

readjustment measures.

Under decisions of the Supreme Court and the National Labor Relations Board,

most plant closing decisions are not mandatory subjects of bargaining. This means that

employers are free to bypass the collective bargaining process in making decisions on this

most vital of matters, foreclosing the opportunity to search for constructive alternatives
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Plant Closing and Worker Dislocation Legislation -2-

to a contemplated closing. Employers likewise have no legal obligation to provide

advance notice to employees of plant closing or mass layoff decisions; indeed, a majority

of blue-collar workers facing plant closings receive less than two weeks advance notice

and one-third receive no notice at all.

The task force on plant closing and worker adjustment appointed by the Secretary

of Labor concluded in its January 1987 report that: adequate advance notice is "an

essential component of a successful adjustment program ;" there is no evidence to support

business fears regarding notice; and serious problems of worker adjustment now occur

because corporate management rarely gives adequate advance notice.

The United States government has a respohsibillty to protect American workers

and local communities against the devastating consequences of plant shutdowns and mass

layoffs. In Canada, where advance notice is required, an industrial adjustment service of

the federal government has been effective in working with labor and management to cope

with plant closing and worker adjustment problems.

To minimize the hanan costs of economic change and to cushion adjustment by

workers and local communities, the AFL -CIO calls for immediate passage of federal plant

closing legislation that provides:

Mandatory advance notice of contemplated plant closings and mass layoffs,

accompanied by disclosure of all relevant information pertaining to the reasons for and

basis of the contemplated action and possible alternatives to such action.

Consultation with labor and the community and access to government technical

assistance, to explore alternatives to closing and to plan assistance for workers and

communities where a closing cannot be prevented.

Compensation in the form of mandatory severance pay to workers who do not

receive advance notice or whose union Is not offered an opportunity for consultation with

respect to a contemplated closing or mass layoff decision.
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Plant Closing and Yorker Dislocation Legislation -3-

An industrial assistance program on the Canadian model 1,o provide rapid-

response, plant-specific assistance for dislocated workers, including job training with

adequate income support during training; education and relocation assistance; and

employment service assistance for job-related counseling, job placement and job search.

In addition, The AFL-CIO supports legislation to expand trade adjustment

assistance both in coverage and scope, financed by an import surcharge, to help those

workers harmed by trade.

The AFL-CIO will support plant closing legislation that meets these objectives

and urges early action by the Congress.
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Appendix

Regional Dislocation and Rates of Dislocation 1981-1985

Worker Dislocation Rate of Dislocations.
BIS Region** Plant Closings Total Plant Closings Total

TOUT(000)

New England 246 454 4.5% 8.2%
Middle Atlantis 695 1,411 4.7 9.6
East North Central 950 2,185 5.8 13.3
West North Central 396 865 5.4 11.8
South Atlantic 790 1,603 5.0 10.2
East South Central 367 763 6.5 13.7
West South Central 681 1,525 6.6 14.7
Mountain 327 701 6.5 13.8
Pacific 774 1_703.... 5.8 12.3

Total 5,224 11,210 5.5 11.8

Dislocation is all workers (aged 20+) permanently dislocated because of a
plant closing or because of a position or shift being abolished, slack work
or self-employed business failure.

Rate calculated as num'aer Of adult workers dislocated between 1981 to
1985 per adult employee in state or region in 1983.

Regions are: New England (Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut); Middle Atlantic (New York,
New Jersey, Pennsylvania); East North Central (OW% Indiana, Minds.
Michigan, Wisconsin); West North Central (Iowa, Missouri, Nebraska,
Kansas, Minnesota, North Dakota, South Dakota); South Atlantic
(Delaware, Maryland, District of Columbia, Virginia, West Virginia, North
Carolina, South Carolina, Georgia, Florida); East South Central
(Kentucky, Tennessee, Alabama, Mississippi); West South Central
(Arkansas, Louisiana, Oklahoma, Texas); Mountain (Montana. Wyoming,
Colorado, Utah, Idaho, Arizona, Nevada, NeW Mexico); Pacific
(California, Hawaii, Washington, Oregon, Alaska).

Source: Bureau of Labor Statistics January 1986 Dislocated Worker Survey
and Geographic Emp'oyment Profile, 1983 (Bulletin 2215), in
"Dislocation: Who, What, Where and When," Industrial Union
Department Research Paper, March 1987.
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Chairman HAWKINS. Thank you, Mr. Donahue, for a very clear
statement.

With respect to the Administration Readjustment Program to
which you referred in the statement, we too are encouraged by this
proposal. There are, obviously, some parts of it with which we dis-
agree. But much of what they have proposed we will consider and
attempt to fold into whatever legislation is passed out which ad-
dresses the same problem, including the trade bill.

We note that you indicate that you oppose the idea of taking the
money from trade adjustment, and vocational education. It was my
understanding that their proposal was to include trade adjustment
and Title III of the Job Training Partnership Act. At no time that I
can recall did they indicate that the vocational education money
would also be considered as part of a package deal. Is it your un-
derstanding that the $980 million also includes vocational educa-
tion?

Mr. DONAHUE. Yes, Mr. Chairman. There is, by our best esti-
mates, at least $100 million in vocational education money which
has shifted out of the vocational education budget and which ap-
pears in the new moniesor in the money that the Administration
argues for in its $980 million.

As we understand that money, it is made up of $200 million from
JTPAthese figures, incidentally, are from the Secretary of
Labor's Task Force on Economic Adjustment and Dislocation$200
million from JTPA, $30 million from TAA training costs, $100 mil-
lion from assumed labor market services provided by the employ-
ment service. And we would add at least 7100 million from voca-
tional education.

Chairman HAWKINS. Well, do they specifically state that that
money also

Mr. DONAHUE. No, sir.
Chairman HAWKINS. Well, that is a point I wanted to clear up.
Mr. DONAHUE. No, they do not.
Chairman HAWKINS. I asked the Secretary of Labor whether or

not the $980 million is monies that would be new monies or monies
taken from another program. I was specifically informed, I recall,
by the Secretary that they were referring only to the Title III and
to the trade adjustment monies.

We obviously would oppose it in any event anyway. In that re-
spect we agree with you.

There are other sections of the proposal that we think deserve
some consideration. Several members of this committee have stud-
ied the Canadian rapid response system, and we feel that it has op-
erated very successfully.

We also note with great concern the proposed establishment of
labor-management committees. These must be created under the
proper conditions. I am quite sure that you have some of the same
reservations. We think that this also is one of the desirable fea-
tures of the proposal. And we also, obviously, welcome the new
money, and we will attempt to use it effectively and fold it into the
proposed bills that we will have before this committee.

I have no other questions. Mr. Ballenger, do you?
Mr. BALLENGER. I seem to be the sole representative on this side.
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do.have one question, Mr. Donahue. And it is good to
aee_ you again.

Mr: DONAHUE. Thank you.
Mr-BAiLENGPIt. I have not seen you since Williamsburg.
But if the.joint work between labor and management committees

is to work, don't you think it has to be kind of awhat do you call
it enthusiastic acceptance by both sides? Do you 'feel that if that
is one of the necessary points that mandating it by law would
cause a problem?

Mr. DONAHUE. Well, I do not read the bill to mandate those com-
mittees. It seems to me the bill does provide for volunteerism in
shaping those committees. As I- read the legislation, the existence
of such a committee becomes a precondition for the Secretary's
grant of funds or a demonstration project monies.

But sure, I think that in the general sense labor-management
committees will work in a voluntary atmosphere. There is a certain
mandating that is done under the National Labor Relations Act.
When we represent a majority, the law says you must bargain and
write a collective bargaining agreement. And that is, clearly man-
dated, and we favor that, obviously.

Beyond that, the labor-management committee structure is such
that it does depend upon a high degree of cooperation between the
parties and the people involved. And we see that as tied to, or
linked with, but separate from, a collective bargaining structure.
The labor-management committee takes on a different kind of
function in the work place than the collective bargaining agree-
ment does.

Mr. BALLENGER. Well, do you find any legal obstacles like you
just mentioned, the National. Labor Relations Act or antitrust, or
anything like that would prohibit or hinder the formation of this
operation?

Mr. DONAHUE. No, I do not offhand, Mr. Ballenger. I think that
we have had fair experience now over many years with labor-man-
agement committees, some going back 30, 40 years, in various in-
dustries' or in work places. And to the extent that they are entered
into by both management and labor in a constructive spirit, they
have worked'reasonably well. And they do provide an addition and
an improvement of the work place relationship.

Mr. BALLENGER. With no legal obstacles that you have seen?
Mr. DONAHUE. None that I am aware of. I know that the Deputy

Under Secretary of Labor, Steve Schlossberg, in the report which
they did on labor-managenient cooperation does raise some ques-
tions about legal strictures impinging upon the formation or oper-
ation of labor-management committees.

It seems to me, howevermy recollection of looking at that
rather quickly is that they are not mainstream kind of objections.
And surely there is enough current experience with labor-manage-
ment committees that has not been inhibited by current law.

Mr. BALLENGER. Thank you, sir.
Chairman HAwKINS. Thank you.
Mr. Clay?
Mr. CLAY. Thank you, Mr. Chairman.
Mr. Donahue; will you elaborate on the statement you made in

your opening remarks about the need for fast tracka dual-track
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between, H.R. 1122, the dislocated workers bill, and the H.R. 90,
trade competitiveness act?

Mr. DONAHUE. Yes, sir. It seems to us thatI will start first with
the problem on trade adjustment assistance. And I want to set that
aside because that is part of a historic compact, and we. have
always, believed that, this nation said to its workers and the Con-
gress said; there is :1,Ptogram of trade adjustment assistance which
will provide the follOwingbenefits.

That has :Jot happened. As you well know, in the last six years
trade adjustment -assistance has dropped from somewhere in the
neighborhood of $1.7 billion down to about $25 million in these past
years-7--or $35 million. And so there is an enormous disappointment
m our ranks about, that because this nation has not kept faith with
the people to whom it made the promise of trade adjustment assist-
ance.

We insist that that not disappear in this effort to shape some-
thing new called.a competitiveness package, as the Administration
has proposed.

Setting that aside, H.R. 90 addresses a part or some parts of the
problem. It addresses the questions of trying to work with employ-
ers and industries that are trade impacted or may be adversely af-
fected by international, conditions I think in the language of the
bill.

It, does not provide what 1122, provides in terms of a rapid re-
sponse to a .plant closure or to a mass layoff notice. And those two
things, the impact of trade and mass layoffs or closings may very
well run together. 1122 provides for notice and consultation of an
impending - closure or layoff affecting more than 50 workers. That
notice and consultation is absolutely essential if we are going to
improve the process of trying to find employment for people, if we
are going to improve the process first of trying to avoid the closure
or the. layoff and. search out the alternatives, and then if no alter-
natives are available, if we are then going to be able to work with
the employees and try to examine' their needs in terms of future
employment and how that future employment can be facilitated.

So that it seems to us that you have to move forward on both
tracks and both bills need to be advanced. If the only thing that
happened was that H.R. 90 was passed and 1122 fell by the way-
side, then we would lose the benefits of all of the concepts which
will make H.R. 90 effective.

Mr. CLAY. Some people are of the opinion that the vast majority
of dislocated workers are as a result of foreign trade. And as I un-
derstand H.A. 90, it would only cover workers whose jobs are af-
fected by foreign. trade.

What does your researchlihow in terms of people who were dislo-
cated? Is that a true assessment or are there just as many people
dislocated for other reasons than foreign competition?

Mr. DONAHUE. I think it isI was asked that question the other
day, Mr. Clay. And the question 'set out a series of reasons that
lead to layoffs or dislocation. And,I answered by saying I think it is
all of the above. And I think that if you look at why we arewhy
we have lost 11 million jobsand there are some figures that say
we have lost 11 million jobs because of trade over a. five year
period. If you look at our loss of 3 million closures or 3 million jobs

,
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a year because of closings and layoffs, I think a good proportion of
those are related to trade. But related to trade and meeting the
conditions for trade adjustment assistance are two quite different
things,

I read H.R. 90 as beingslightly broader than just trade related
becausei read the language that speaks about _these grants, for ex-
ample, being available to employers and to joint labor-management
committees where the industry is affected byit says, "For pur-
poses of programs, under this. section, eligible worker"I am at I
guess that is subsection 2 of section 493. "Forpurposes of programs
under this. section, ,eligible worker who is or may be at risk of.
losing employment because of skill, obsolescence, or because of a
modernization or other production; adjustment program, which his
or her emploYer is undertaking in order to remain or become com-
petitive in international markets."

I read that .as. somewhat broader than trade impacted kind of
concept that' we have in trade adjustment assistance. So, I think it
does cover situations beyond the narrow trade impacted industries.

Mr. CLAY. Thank you.
Thank you, Mr. Chairman.
Chairman .1-1AwKiNs. Mr. Murphy?
Mr. MURPHY. Thank you, Mr. Chairman.
Thank you, Mr. Donahue. We sure appreciate your testimony

today. I do ParticularlY appreciate your addressing what I look at
as the primary need of trade legislatiOn, the education and training
Of our American workers, and that yOu have not 'forgotten that
trade adjustment is something that is of particular concern to
many American workers.

The certification under the Trade Adjustment Act is often de-
layed long enough to defeat the very purpose of it with many of
our workers. We find that by the time they get the ruling, the 52
weeks have elapsed in order for thenf'tci'have 26 weeks of employ-
ment.

I am at the present time drafting legislation to extend that 52
weeks for a period of two years so that it would give them. an op-
portunity to have worked any. time in the previous two years. That
is why the drastic 'cut. hi lienefiti haNie been paid from well over a
billion dollars down to several million. It is something that is of
particular concern to the long-term unemployed. So, I am very
happy that you are not forgetting that our prime effort is to get
America's workers retrained under 1122'and go from there.

So, I do not have any questions except to thank you very much
for your testimony.

Mr. DONAHUE. Thank you, Mr. Murphy.
If I might just 'note, the trade adjustment assistance--4 just,

found the figures provided benefits to some 685,000 workers in
1980, and the latest=figure in 1984 proVided benefits to I5,000' work-
ers. And it seems tome it is=rather clearthe trade deficit num-
bers went quite the other way.

Mr. MURPHY. Absolutely, totally the other way.
Mr. DONAHUE. We went from balance I guess in 1980 to last

year's $70- billion. So, while the trade deficit was soaring, the pro-
gram of trade adjustment assistance was being gutted precisely by
the kind'o
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Mr. MURPHY. And unfortunately we are operating under the
same law but with different people running it.

Mr. DONAHUE. Thetis right.
I was in your state in Allentown about a year and a half ago at a

regional- conference that we had. And we did a meeting and a Q
and A. And .a young man got up, and he said he had worked at
Bethlehem for 14 years. It was the only job he had had after high
school. He had been laid off,. had gone to the Pennsylvania employ-
ment service, had been told that he clearly qualified for trade ad-
justment assistance. And he said, the man explained to me I was
entitled to benefits for a jean I was entitled to a relocation allow-
ance. I was entitled to subsistence and so lorth. But he said, then
he looked at me, and he said, but there is no money. And the ques-
tion to me was what should I do about that. I obviously was unable
to answer that one.

Mr. MURPHY. We have many of our workers asking that same
question.

Mr. DONAHUE. Yes.
Mr. MURPHY. Thank you very much. Thank you, 'Mr. Chairman.
Chairman HAWKINS. Mr. Kildee?
Mr. KEDEE. I have no questions at this time, Mr. Chairman.
Chairman HAWKINS. Mi. Owens?
Mr. OWENS. I have no questions, Mr. Chairman.
Chairman HAvnaNs. Mr. Hayes?
Mr. HAYES. Thank you, Mr. Chairman. I have no questions. I sup-

port the bills, but I have some questions as to whether or not they
go far enough to really solve our problem.

Chairn' an HAWKINS. What became of all of those who argue with
me all the time?

Mr. Sawyer?
Mr. SAWYER. I have no questions, Mr. Chairman.
Chairman HAwKiNs. Mr. Penny?
Mr. PENNY. Sorry to break things up by asking questions, but I

have a few.
Mr. Donahue, you indicated that you want any money spent on

these programs to be new money. Where is the money going to
come from?

Mr. DONAHUE. I think the Congress should appropriate and au-
thorize new money in addition. I have no objection to using some of
what is available now and has been spent this past year in pro-
grams ofthat look to normal worker adjustment programs.

So, the JTPA fundingif this program that is now called eco-
nomic adjustment and worker dislocationif that program is to
take over the functions of JTPA, then the absorption of that $200
million is not unseemly. But I think we ought to know that that is
exactly what we are doing. To say the Administration is now offer-
ing a $980 million; program when it is not, when it is offering some-
thing less than $400 million in new money, that isto confuse ev-
erybody, then that is simply not true.

I think that as to the new moneywell; we would get into a long
debate on the questions of taxation and balancing the budget, but I
would have to say to you, Mr. Penny, that the trade movement did
not get us here. We opposed the 1981 tax cuts. We proposed that
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the nation maintain a sound economy and a sound fiscal structure
and a tax structure.

After the 1981 tax cuts, that becomes impossible. And you have
all been wrestling -with Gramm-Rudman and other solutions. New
money for this program will either have to come out of other pro-
grams, existing programs, which either would be reduced or elimi-
nated, or it .would have to-come by a net increase in spending. And
that is a conundrum that this committee and this Congress deals
withrin this issue and' a lot of others:

Mr. PENNY. But you,doagree that it has gotto be paid,for some-
how. You are not asking us toiiun up the'deficit to provide another
$500 million or $980-million.for these programs, are you?

Mr. DONAHUE. I do not think you will, do 'that. I do not think that
that is going to be acceptable in thacurrent climate. I think-that if
you are going to increase spending, you are going to have to find
tax sources to cover that spending. And I happen to think that is
appropriate. I think that you ought to be:looking for, and the Con-
gress ought to be looking for, ways to increase the income of this
government so that it can properly fund the social programs that
are essential.

Mr. PENNY. You gave a number on those workers assisted by the
Trade Adjustment Assistance Act in 1984. Could you repeat that
number for me?

Mr..DoNAHuE., Sure. Thisis from a table7--the source is from the
U.S, Department .of. Labor, Employment and Training Administra-
tion. Trade adjustment assistance services provided to workers .by
year since -1976I have this from an article in the California Man-
agement Review. But' the table has its origins in the Departmerit of
Labor.

The numbers of workers assisted by trade adjustment assistance
in 1980, 685,000 workers were assisted with an expenditure of $1.6
billion in income maintenance; and -$6 million in training and re-
employment services.

Mr. PENNY. Six million?
Mr. DONAHUE. Six million.
Mr. PENNY. Was that $1.6 million or
Mr. DONAHUE: No.
Mr. PENNY [continuing]. $1.6 billion?
Mr. DONAHUE. No. It is $1:6 billion.
Mr. PENNY. Plus $6 million.
Mr. DONAHUE. Right.
Mr. PENNY. OK.
Mr. DONAHUE. I am sorry. I am sorry. No, that is right. That is

right. It is $6 million in training and reemployment services.
The numbers of workers affected in 1980, 685,000; in 1981, 52,000;

1982, 19,000; 1983, 56,000; 1984, 19,000. That is at a time when our
unemployment: rate was, running into doubla-digits, when we were
suffering trade deficits of hundreds of billions of dollars.

Mr. PENNY. Do you have the price tag for that, program in 1984?
Mr. DONAHUlt. $35 milliomin income maintenance, and $19 mil-

lion training and reemployment services would he what?
Mr. PENNY. $54 million.
Mr. DONAHUE. $54 million.
Mr. PENNY. For 19,000 workers.
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Mr. DONAHUE. In 1984, and I believe the figure for 1985 is some-
wheresomething lower than that. It is in the range of $35 million
in total.

That is simply a broken promise. We were told that we would
sign on for this cruise and if jobs were lost, there would be trade
adjustment.assistance ravailable. Other nations, every other indus-
trial nation, major industrial nation around the world, has kept
that promise. And this nation has not.

Mr. PENNY. We have right now Title III, the Job Training Part-
nership Act; the Trade Adjustment Assistance Act, and probably
some other programs around here that are involved in worker re-
training. And your proposal would ask us to put some additional
resources in that area. I was a bit encouraged by your answer to
my first question that you would'not mind perhaps going back and
phasing out that aspect of the JTPA if it were replaced in an effec-
tive way with something new.

I guess my concern was, as I looked at your testimony, that you
are asking us to keep everything, we have got and then add some
other layer to that job training mix. And every time we do that, we
have got a lot of overhead involved. And I do not think that it puts
many people back to work to have a bunch of bureaucrats running
a new program.

Mr. DONAHUE. I just meant to say that I do not think you should
kid yourselves about what you are doing. You are not creating a
$470 million or a $980 million program. You are packaging things
differently. And there is a cycle, particularly in retrammg pro-
grams, that afflicts the consideration of all of them. C.E.T.A.
worked reasonably well, but it ran its cycle and had to have a dif-
ferent name and a different approach. And JTPA was adopted.
And JTPA is apparently running its cycle and now it is going to be
called economic adjustment and worker dislocation.

I just think you should understand that you arenot creating a
new thing. You are simply giving a new title to the $200 million
that is in JTPA.

Mr. PENNY. In H.R. 90, Title DI has funds that will be made avail-
able to industries to handle retraining I assume in response to
trade impacts. I notice in your testimony that you wanted us, if we
do that, to make sure that the local committee that designs that
retraining program have appropriate representation from unions.

Do you really think that that is the appropriate way to handle
retraining,, to have some new grant program that is made available
to certain industries affected by trade knowing full well that there
will be dozens of others applying for that same money that will be
turned down and will be left to deal with whatever other programs
are out there?

It seems to me like we are going to be picking some industries
for a special program that they themselves will run and sending
everyone e -Le to the vocational school system or to the other infra-
structures that provide that training.

Mr. DONAIIUE. Well, it seems to me again that the effort is to
move the training and the development of services to these workers
a little closer to where they are to their work places and the con-
nection that they have to an industry. All of the evidence in the
Canadian experiment and others tells us that when that has been
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done, the response time is reduced, people are more quickly placed
in employment.

The Canadian experience cited in the report of the Secretary of
Labor's task force says that they cutby using the rapid response
team in the industries, they cut the average unemployment from
22 weeks to i7 weeks. That is to say, workers assisted in their work
place in their industry by these rapid response units suffered an
average 7 or 7 and a half weeks unemployment. The persons not so
dealt with in society who went to the local employment service,
when they found themselves unemployed, averaged 22 weeks.

That seems to me an enormously powerful testimony to why we
ought to try this approach. And the labor-management committee
structure gives you a vehicle for doing that. I do not think it is nec-
essarily the construction of another 13ureaucracy. I think that the
delivery of many of these services at the local level will be coordi-
nated.

The training programthe company in Pennsylvania that is af-
flicted or sees an upcoming layoff will not create its own training
program. But it will have the ability to know exactly what kind of
training its people, its workers, would benefit most from and be
able to direct them to that. I do not think the bill means that. each
employer or each industry is going to create its own special train-
ing facilities. Although in some situations that may be the proper
thing. That is, after all, what has been done in the automobile m-
dustry rather successfully.

Mr. PENNY. I have no further questions.
Thank you, Mr. Chairman.
Chairman HAWKINS. Mr. Visclosky?
Mr. VISCLOSKY. I have no questions, Mr. Chairman.
Chairman HAWKINS. Mr. Donahue, I thoroughly sympathize with

your moderate proposal.
But,I would hasten to say that in a sense I have only this criti-

cism, which I address to the Administration as well. This is rather
a puny approach to a rather serious problem.

In 1985 about 60 percent of dislocated workers had either re-
mained unemployed or else had very substantial reductions in
their earnings. Individuals that had been earning around, $12 or
$15 an hour were then in 1985 being employed in a service econo-
my that paid them actually at the $7,000 a year level. They worked
only part-time, a part of the year, and as a result, other members
of the family had to come to their rescue. And so you had two indi-
viduals employed where previously one was JLiployed. This hiked,
of course, the .participation rate. And the President brags about
more people being employed. But the total wages and the aggregate
demand of the country was not increased measurably.

And if we go on this way, it seems to me we cannot meet compe-
tition of other countries unless we have a vigorous, healthy, a
growing economy and one where the labor force is intelligent, is
educated and trained which is not being done. So, it seems to me
that ive are headed for a disaster. We are not headed for a bal-
anced budget. It is just the opposite. And I guess my question is,
don't you think that it is time that we elevate our vision and at-
tempt to point out that these are really bandaids. Unless we can
change that mood and get back on track with
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rate, which we do not have now we are heading for trouble. Talk
about the Japanese peoplewhat they are doing to us is fine but, it
seems to me part of the problem is what we are doing to ourselves.

Would you care to comment?
Mr. DONAHUE. Surely. I certainly share your views, Mr. Chair-

man. And there are a number of statistics that we have submitted.
When Dr. Oswald testified I guess about a month ago on the gen-

eral situation of employment and unemployment in the United
States and the prospects for our economy, we are certainly as dis-
tressed as you by the-acceptance of a 7 percent unemployment rate
as somehow normaland that is all right. We do not have to worry
about thatby the acceptance of the view that our youngsters can
go to college and it does not matter how heavily indebted they are
when they come out of those 'colleges or whether that is a disincen-
tive to their completing that education.

It seems to me we are creating among those youngsters precisely
the kinds of problems that we created in Latin America and else-
where and they are going to be so debt - burdened, so debt' - ladened,
by the time they begin their work life, that the very fact of that
debt will be a disincentive to their success.

And it is clearly a disincentive and a barrier to kids trying to get
into college. That is why I think that Title I of your proposal is,
indeed, a very modest beginning in improving an educational
system. But it does not begin to address the problems of those kids
and how does this nation make good on the promise that we
thought we made and that the people want maintained, the prom-
ise that we will educate everybody equally, thereby create equal
education and equal opportunity and improve a democratic society
and maintain a democratic society.

I think the school burden problems and the question of educating
ifuture generations is as much a democratic value question c it is

an economic and growth oriented question. But clearly, even for
those latter reasons, we have to do something about education and
improving the people who train and the people who are trained in
our schools.

Similarly, I think that we are utterly failing to meet the needs of
the pebple in the current work forCe, both the people whoas Mr.
Murphy noted, already in extremists, who have been in long-term
unemployment. And we are failing to deal in any way. with their
needs or with their needs or with those who are becoming current.
ly unemployed.

We have pretended not only that we had a state university
system which would offer free educations, but we have pretended
and continue to pretend we have an unemployment insurance
system in this country. And it is a system which delivers benefits
to 30 percent of the unemployed. I think that is a national scandal.
I do not understand how that exists without our doing something
about it:

If you ask the man in the street, what happens if you are unem-
ployed, he will tell you well, he will go to the office and collect his
unemployment insurance. And ha is wrong unless he is part of the
lucky 30 percent who are unemployed less than 26 weeks. For
those who are out more than 26 weeks, you well know we are
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paying benefits on less than one percent of those people. And I
think now only one state. I think that is a national scandal.

I think that the question of trying to address the social needs
and the work needs of the people in this nation has been so badly
I was going to say overlooked, but it is not overlooked. It has
simply been so intentionally ignored by this Administration that
the situation continues to get worse and worse and worse. And the
hopes of people for the future haVe eroded just as much as yours,
Mr. Chairman, and the, concerns are just as large.

We think that that traces itself 'to a whole philosophy of govern-
ment, a whole theory of what government ought to do for people,
and what people do for themselves. And we are now caught up in a
distortion of what are we think are sensible concepts of that distri-
bution of authority.

The change will come we believe, Mr. Chairman, when there is a
change in the attitudes of an Administration that runs this coun-
try, and that change will be propelled by the current 100th Con-
gress by moving the kinds of legislation that you are addressing
here today.

Chairman HAWKINS. Thank you. And thank you for your recom-
mendations. We certainly will give them the most serious consider-
ation. I think this committee will do the best possible job of seeing
that both bills get out of this committee just as rapidly as possible.
The comments on the Administration's recommendation will be
noted.

Mr. DONAHUE. Thank you, Mr. Chairman.
Chairman HAWKINS. And thanks to Mr. Roberts and Mr. McGlot-

ten also, the other witnesses at the table.
Mr. Sam Camens, I understand, is appearing as the next witness.

Mr. Camens, Assistant to the President, United Steelworkers of
America. And would you identify your colleague who is seated with
you?

Mr. CAMENS. Mr. Chairman, seated here is Jack Sheehan, who is
our Legislative Director.

STATEMENT OF SAM CAMENS, ASSISTANT TO THE PRESIDENT,
UNITED STEELWORKERS OF AMERICA; ACCOMPANIED BY
JACK SHEEHAN, DIRECTOR, LEGISLATIVE AFFAIRS, UNITED
STEELWORKERS OF AMERICA

Mr. CAMENS. My purpose this morning in appearing before your
committee is to take up rather a very small portion of the discus-
sions that are going on here today, and that is the labor-manage-
ment's participation teams that sxist in some of the steel plants
that we have bargaining relations, with some of the large steel
companies.

This is rather a new, unique experience where under proper
labor relations settings we have gone forward in trying to set up
laborQ.W.L. or worker involvement teams in the plant in order
to give workers an opportunity to participate in the work process
and become an active participant in what goes on in the work site.
And our experience over the last five yearsand that is really
what we have been dealing withhas shown us that this is one of
the great new ways of enhancing competitiveness in the steel in-
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dustry which is so hampered by the trade situation and probably
the greatest economic disaster that exists in any of the industrial
sector of our country today.

And we feel thatwe would like to relate to you, rather, in a
brief way the importance of this experience with our union and the
steel companies- involved, and the great urgency of understanding
of this Problem that there be a great effort on the part of your
committee to make funds available to enhance this process and to
encourage it to go on.

What we are trying to do, really is change the cultural relation-
ship in the plants, work relationships, not to change the bargaining
relationship. That goes on as it existed before. To change from an
autocratic worker - controlled work process to an open participation
process where Workers are permitted to use their knowledge, their
experience, their intuition, their wants, their desires, their great
feeling of wanting to be part of the work process and make deci-
sions m those areas that' they have the greatest knowledge over.
And that is what has taken place.

The work teams that are developed in the labor-management
participation team process are really a transition for workers to
begin to feel that they have a right in a democratic, industrial
process to 'become involved and to begin to participate in making
decisions over those things that they can enhance the very produc-
tion process itself by improving quality and production, which is
going on today in these plants.

We no longer have the luxury of having industrial plant sites
where workers are completely controlled, where they are told what
to do, when to do it, how to do it, and how much they can do with-
out ever being able to use their own understandings and experi-
ence to make decisions that they are far better informed and un-
derstand than the people that are supervising them.

It opens up a whole new work place not only in the sense of im-
provement of quality and production, but a whole new work place
of improvement of working conditions and environment that work-
ers can make suggestions on that is beneficial both to them and
management. And it opens up a whole new work environment that
makes work somewhat of a challenger instead of a drudgery as it is
now, coming to work and feeling the same old thing over again
that I am going to a place that I am going to be completely under
control and to hate the very work process itself, to change it into a
process that we are new being told by workers that for the first
time in their lives ,after working in plants for 30 and 40 years, they
are looking forward tc coming to work and enjoy it because they
feel they are part of the work process.

It is not only in the tAd plants, but also it is so important where
we are getting in some plants new high technology that we create
the proper social-technical work teams that can adapt themselves
to the new technology and not be completely controlled by old tra-
ditional ways of working,. but be creating new ways of working to
meet the new hi-tech situations that .are developing in whole new
ways of managing. themselves as they understand it and having
input into the work process and changing the very work relation-
ship between themseh-es and among themselves in a kind of a. self -
governing situation that they make decisions and change the very
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way that they ought to schedule themselves in the work process
and to enhance the whole work process itself.

We hadwhat is so important here is, though, that there is
great need of understanding of this process. There is great need of
not only understanding, but there is great need of an educational
process that must go on to teach a technical staff of both manage-
ment and union people to begin to understand that the old tradi-
tional ways of doing things in the past no longer suffice. And there
is great-need for change in going on.

We had just one experience lately I want to relate as one of the
last things. In November and December of last year, '86, we had
some fundings from the Labor Department to the United Steel-
workers of America. We put together a two week intensive training
at our educational center, both for management and for our staff,
in which we brought in consultants that are more knowledgeable
in this process than what we are. And we went through bothit
was kind of a tripartite arrangement. The Labor Department was
there with some of their consultants. Management was there with
very high echelon people involved. Our staff was there. Consultants
were there.

And after a two week training, one thing was universally accept-
ed by everybody. This should just be the beginning of the process of
training, there is a dire need of funding for these types of things to
go on that we begin to understand and develop this and train tech-
nical people, both in management and in the union, to be able to
carry on this process.

I think this is just one small thing that is so important. If we are
going to compete on an international scene in this whole industrial
competition that exists today, that if we are going to be competi-
tive, we must be competitive by being able to use our human re-
sources to the greatest advantage and not to the extent that we
only use them partially in the old controlled process and give them
their head because I am convinced that the American worker
beyond all is probably the greatest knowledgeable worker. And if
he is given the ability to use his knowledge, he can be as competi-
tive as anybody else if given the technical industrial equipment to
work on. And that ought to be thethat we are looking forward in
the future, as one small way of entering the great international
competition that exists today.

Chairman HAWKINS. Thank you, Mr. Camens.
Mr. CAMENS. We have a statement that we have introduced into

the record.
Chairman HAWKINS. Without objection, the statement in its en-

tirety will be entered in the record at this point.
Mr. CAMENS. Which is quite different from what my statement

was.
[The prepared statement of Sam Camens follows:]
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A labor-management participation team (LMPT) process

was originally begun as a result of the basic steel industry

and is part of the 1980 settlement agreement. The process

was expanded in subsequent agreements. This expansion has

affected growth in numbers of companies and locals who are

participating, as well as in the depth and scope of the

process. Reflecting the importance of the LMPT process to

our union, special conferences have been held to review the

labor-management participation team experience. In the

summer of 1986, 103 local union participants at one of the

conferences included delegates and regional directors and

other leaders of the union.

I testified to Congress on April 23, 1982 as to the

initial efforts in the labor-management participation team

process, the early experiences and, specifically, the

experiences of the first two years. From the very

beginning, it was clear that workers were interested in

joining LMPT shop floor teams. They had the capability of

solving real problems, wanted the opportunity to do this,

and many significant problems were solved with great savings

for the various companies. We quickly learned that it is

easier to start a process at a particular mill and local

than it is to institutionalize and maintain the process.

With the assistance of well-qualified third party

consultants, the companies and the union have continued to
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evaluate the process and to introduce innovations that would

resolve problems that surfaced.

Organization

Initially, the LMPTs in a particular mill were

organized at two levels. A senior labor-management steering

committee was formed that would provide a charter for the

joint effort, select facilitators, and proceed to recruit

workers a d supervisors, forming them into LMPT shop floor

teams. The concentration was on the activity of the shop

floor team, and the primary purpose of the steering

committee was to provide support and administer the process.

This method of organization generally had the support of the

officers of the local and senior managers, as well as large

numbers of shop floor workers and supervisors who

volunteered. The process we:3 often resisted by middle

management, general supervisors and superintendents; and

department-level union leadership, like committeemen and

stewards, who felt that they had been excluded from the

process.

A company which was an initial innovator in the

organizational redesign was the Acme Steel Company (formerly

Interlake Iron and Company). In September, 1982, it

negotiated a three-year contract with Local Union 1053. A

commitment to an LMPT system was part of the negotiated

contract.
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Brian Marsden, President of the company, and union

representatives reported on the process in corporate

communications to stockholders at the end of 1984. Brian

Marsden stated:

"The consultants came in with a 3-tiered
organization structure: a Policy Committee (at the
plant level), the Advisory Committees (at the
department or division levels), and the actual Team
Committees out in the plant. Each of these three
levels is a working group that attacks problems.

. . it really involves all employees. It
insures a good flow of information up and down the
stream."

Mr. Marsden further indicated that he was impressed by

two factors.

"One is the speed with which the LMP Teams have
expanded. We started with three divisions, and
we've expanded probably about twice as fast as we
expected. . . . Secondly, I'm impressed by the
projects that have been chosen . . . the teams have
really addressed some longstanding problems in the
plant."

George Chandler, President of the local union, further

explains the system:

"The Policy Committee is made up of key union and
management people whose basic responsibility is to
create the proper environment for the process; to
help it grow and monitor the progress. We
establish Divisional Advisory Committees which not
only administer and support the teams, but also
solve problems themselves. That's one of the
unique features of the structure. All of these
groups are problem - solving groups, not just
administrative bodies, and they consist of both
hourly and salaried people. . . . We also have
four Coordinator/Trainers who underwent the three-
week course in New Jersey. They both trained the
teams and helped them after the initial training
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period. Without the Coordinator/Trainers, I don't
think we'd be where we're at now.'

Don Pearson, Vice President of the local union, was

quoted as saying:

"I don't think that people ever thought about the
millions of dollars involved in quality problems.
I know I didn't. I just did my job. Now I hear
people who have just finished their training say
they never knew quality was so important. . . . I

think the shop floor teams get turned on when they
ask for information from management people and get
it. Teams have the right to ask any questions in
any area they're working on. That really excites
people."

Lynn Williams, President of the United Steelworkers of

America, took note of this development in the organization

of LMPT in his remarks to the Industrial Relations Research

Association in December, 1985:

"I am firmly convinced workplace democracy is a
win-win matter. There is every reason to expect
the acceleration and expansion of worker
participation programs through collective
bargaining in years to come."

"So far we've considered worker participation
primarily at the lowest or shop floor levels. We
need to be more daring. Bargaining unit employees
have talents and ideas to contribute at middle-
management levels as well. That fact is surfacing
now in some of our programs. In others, an entire
layer of supervision is being eliminated as
unnecessary. At the same time, employees ought to
have more of a say in decisions which affect their
long-term employment security. Accordingly, my
sense is that the workers input will, in time, be
welcomed at middle-management levels to the mutual
advantage of both parties to the relationship."
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Subsequently, contracts were negotiated with Wheeling

Pitt, National Steel, and other corporations where

participation of. labor and management in committees at all

levels of the organization were planned for and specified in

the contract. A specific commitment to employment security

was also provided. A number of companies have now embarked

on this multi-tier system with a thrust to integrate the LMPT

process and the quality function, as well as planning

alternatives to layoffs. The expansion of the process and

the inclusion of all levels of the organization carries with

it a serious responsibility to the union. How do you

prepare the union leadership to participate effectively in

planning and identifying strategic needs, in organizing a

process of problem-solving at all levels of the organization?

The resources that the union has to provide these skills are

severely limited, but the need to provide this capability

within the union ranks is critical, and we are now

organizing to provide these skills.

DSWAOteel Industry Labor-Management
Participation Team Advanced Training

During the months of November and December, 1986, a

two-week training program was conducted by a USWA /Steel

Industry LMPT Training Committee. The management

participants represented National Steel, Bethlehem Steel,

LTV, and Continental Can. This joint committee, operated
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under the 1983 recommendation of the Steel Advisory

Committee, a corporate forum established by President Reagan:

'Information about the endorsement of LMPT should
be diffused widely through the collective
bargaining process. The Department of Labor and
other appropriate organizations hould encourage
their extension. throughout the entire domestic
steel industry. The Department in particular can
make important contributions in support of the
parties' joint efforts."

From the Department of Labor, Bureau of Labor-Management

Relations and Cooperative Affairs, the joint committee

requested and received support to conduct this initial

training program. Attending the course were 18

international staff members of the United Steelworkers of

America, and a like number of management representatives

from eight companies in the steel industry. The two-week

conference haa the following objectives:

1. Provide an overview of the current economic
status of the steel industry and its position
in the world market.

2. Identify the characteristics, both economic and
social, that might permit an enterprise to
prosper in a changing environment.

3. Provide analytical and planning skills to
evaluate a company's present position.

4. Identify the next steps and make specific plans
on reaching their objectives.

The sessions were separated by a 3-week interval to provide

time for research in their own organizations and a factual

basis for duscussion in the final week. Speakers associated
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with the industry, as well as consultants, gave an overview

of the current situation. The overall responsibility for the

conference design and training was under the direction of

Sid Rubinstein, the third party consultant from Participative

Systems, Inc., who served as Training Manager.

Topics included were:

o Implementing and expanding LMPT problem-solving at
all levels; corporate/international union: local
union/plant, department, and shop floor.

o Joint planning of alternatives to short-term
layoffs. The goal of establishing alternatives to
layoffs should be a way of doing business which
benefits and makes sense to all parties.

o Development of the LMPT proceis to achieve labor and
management's strategic objectives; quality, market
share, product redesign, return on investment, and
response to international competition.

o Strategies to assist LMPT process in changing
organizational structures, relationships, and the
ability to achieve joint goals.

o How to utilize specialist skills (quality control,
engineering, etc.) while eliminating the
inefficiencies of the current specialist functions.

o The creation of the Labor-Management Quality System
which integrates the technical and the social needs
of the organization.

o The development of the 3-tier labor-management
planning and problem-solving process and how to
assign the appropriate problems to each tier in an
integrated and coordinated fashion.

o Organizational barriers which inhibit the effective
use of resources.

o Sustaining system when influencial third part,
union, or management leadership change or leave.
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o How to serve in the dual role of representing your,
institution in adversarial activities as well as
joint consultativP activities. Issues faced by
labor as well as management in this regard were
reviewed.

Cole Tremain, Vice President, LTV Steel Company,

pointed out that the organization of work that still

prevails in much of American industry did not come out of

thin air, but resulted from a conscious design. Foremost

among the designers was Taylor with his "scientific

management," conceived as a total system to meet the needs

of industry at the turn of the century. The conditions

existing then, and the social values supporting his

philosophy, are no longer recognizable. But, we are left

with the vestiges of his structural framework: the

complexity of job classifications and pay scales, the

emphasis on specialization in staff functions the

hierarchical chain of command modeled on the military.

Whatever modifications have taken place to meet

changing conditions do not disguise or challenge the basic

assumptions. This is often reflected in the lack of real

understanding by top management, which is prepared to accept

a parallel system based on comfortable and acceptable

notions ("workers have smarts," "we have more in common than

we have in conflict," etc.), but which do not threaten the

existing order.
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The changes that we see affect the relationship between

labor and management. It is not likely that the response to

change can be managed without full cooperation, a

partnership or labor and management, where both risks and

rewards are shared. LMPT is'the beginning, not the end, of

building a partnership.

If we are not to be overrun by events, problems must be

solved on a continuous basis in an LMPT-like mode, not seen

az trade-offs to be batch processed in 2- or 3-year cycles.

Thin approach requires staff adjustment so that service

to the !APT process is not conceived as a separate function.

There are three parallel tracks in which staff

representatives perceive their roles: collective bargaining,

the grievance procedure, and LMPT. The representatives may,

therefore, act according to each function, but separately

and not in a coordinated way.

However, if the need is not for a "program" that

smooths over conflict, but for the 'total cultural change,"

there are no elements of the existing industrial culture safe

from scrutiny and challenge.

There are difficulties in bringing about the kind of

chairs that have been described. It is not a question of

t the lion to lie down with the lamb--unions must drop

past baggage and face up to changes needed in their own
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institution. This is not easy to do when tt: legitimacy of

trade unions as an essential part of political democracy is

not widely accepted. The Steelworkers are prepared--and have

demonstrated good faith--in moving forward in a joint and

equal oceas with individual companies. But the structure

that provides strength in confrontation cannot be

relinquished unilaterally.

LMPT is an appeal to re-Ason and to or better nature.

It doesn't carry the persuasive force of slogans and militant

confrontation. And the temper of the times brisgs daily

crises that distract from the continuity of the LMPT effort.

Nevertheless, this is the direction tho union will follow to

secure the future. It will not be "mandated.' Membership

must be convinced fr-m their own experiences if this is to

become a part of the union culture, and under no

circumstances become a devisive ideology. Auco:dingly, the

international union has net set up a Isneciali.t" department

to introduce LMPT. The focus instead will be to train the

whole staff to give leadership to the process.

There is concern among some members that any

cooperation with management will be taken advantage of, and

lead to a union of "wimps." LMPT is a very real threat to

those who see labor-management relations in terms of "class

warfare.' The need, only poorly met at present, is for
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extended education and communication to create the

understanding, not a dogma that sets up a polarity between

new and old, strength and weakness.

At the last USWA/steel industry LMPT conference of the

union leadership, and representatives fromn the industry,

there was created a unified perspective for developing an

LMPT process for the industry as a whole. Its significance

was illustrated by a statement in the assessment prepared by

a management representative from Copperweld.

"Finally and most importantly, the whole concept
of the international Union's willingness to host
such a conference should signal the official
beginning of a new era in Industrial America.

"God help us if we fail to utilize this
opportunity, for it will not come again."

A further insight on the conference is reflected in the

comment by a USWA staff representative:

"It provided the next step in the labor-management
process. I found it very helpful to the LTV Steel
Group."

A management representative from National Steel

captured a critical focus:

The development of quality control in the
workplace through LMPT is exactly where I feel we
need to be going. You have laid out a generic
road map which is very helpful."

A USWA staff representative reflected on the change in

his role:
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"I now have the self-confidence to actively push
the LMPT concept. I didn't have that confidence
before.

"I have changed my mind on what my role as a staff
representative should be. Up to now I looked on
my role as being a resource person and an
encouragement to the local union in getting LMPT
started and then getting out after it was started.
I now can see that the continuing involvement of
the staff is one of the important factors that will
keep the program from folding under adverse local
union politics.

"I can also see a poor plan is worse than none at
all, so we have to insist as a staff representative
that any plan put in is done step-by-step and not
haphazard."

The impact of the conference is also reflected in

follow-up activity by the USWA/steel industry planning

committee. They are now planning to hold this conference

again, inviting companies who were not able to attend the

first time, as well as other union leaders and managers

representing the companies who already attended. The

continued training of the international staff will be a

focus of the next conference as well. This fcllaw-up

activity is being organized with difficulty because the

Department of Labor does not have the budget for continued

support of this effort.

Last year, this committee, in reporting the Education

and Training for American Competitiveness Act (HR 4728),

emphasized the need for "a greater cooperation between

management and labor and a mc..e efficient and productive
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utilization of human resources." We particularly note the

reference in the committee report:

"It is the intent of the committee that the
Secretary Lof labor", in evaluating whether to
award grants, give special consideration to the
degree of labor-management cooperation that exists
at the company requesting the grant and to the
likelihood that an award of the grant will promote
cooperation between labor and management and
enhance the ability of workers to influence events
affecting their circumstances.*

This is an admonition which USWA fully endorses because

we are convinced that workers who "influence events

affecting their circumstances,* are also productive workers.

We would note, therefore, that the training contemplates by

this section pertains to interrelation techniques especially

as they relate to production-oriented decisionmaking on a

shared or joint basis. There is a need for support to those

parties who are attempting to expand this new wave of labor-

management relationship.

The Challenge

If the rate of change continues to accelerate and the

direction is obscure with sudden turns and reversals that

make accurate forecasting unreasonable, a critical factor

will be how well we are positioned for rapid responses.

Comm.nication that instills a sense of purpose and unity to

insure compliance must replace a directive system that

relies on obedience alone. Responses will be neither rapid

nor effective in an environment that divides "them" and

"us."
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In Lynn Williams' contribution to the recently

published book, Participative Systems at Work: Creating

Quality and Employment Security, our central view was well

presented.

"The talents of the workers are America's
single greatest unused resource. In the work
force, we have people of intelligence and
creativity who have a great desire to do things.
In large measure, they have been shut out of the
system, unable to use their talents or work to
their full potential.

"The authoritarian structure we have built in
the industrial, enteprising part of our society,
and also throughout our society, is in
contradiction. Although we preach democratic
values and educate our children to be critical in
their judgments, to be well-informed, and to
exercise their initiative, we then usher them into
a society which traditionally, in almost all of
its institutions, is authoritarian. It is a 'top
down' society--a fundamental contradiction of the
philosophy we espouse about our government and
society in general.

"The basic contradiction between the
authoritarian ideas, which run muzh of our
society, and the democracy we preach, is in many
ways exemplified in the traditional struggle
between corporations and business which seek to
prevent the labor movement from pursuing its goals
of greater worker involvement; that is, the
opportunity to express their concerna and needs.

'The entire authoritarian aspect and where it
originated, like everything else in life, has its
pluses and minuses. Authoritarianism is positive
in the sense that it has produced our dynamic
society: the whole principle of entrepreneurship
--the American idea that we can all do anything;
potentially, we can all own our own businesses.
We can all use as much energy, dynamism and
creativity as we can muster'. This leads to the
concept that I can do exactly as I see fit. This

566



565

is one of the elements that has led to extreme
authoritarianisk. This philosophy might be
appropriate at a mom and pop store, but not in
enormous corporate structures. But authoritative
rule in modern corporations is a myth for no one
in the corporation is an owner. Everybody
involved in running General Motors or USX is an
employee of the company. Yet, these myths
persist.

"The positive aspect of that entrepreneurial,
dynamic ideal has contributed enormously to the
material success of our society. The challenge is
how we can unleash that entrepreneurial energy and
tradition from the authoritarian mold. How we can
weld it to the democratic principles of our
society and, thereby, find a new dynamism that is
relevant to the real world in which we live, a
world of large corporations and large structures?"

By combining union participation in decisionmaking at

all levels of the corporation with the "entrepreneurial

urge," unions and corporations could inject a new dynamism

and new creativity into our whole society.
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Chairman HAWKINS. I thought your statement was a very good
one.

I agree with what you have said. I would only suggest that I
think this idea works only if there is felt to be a two-way street. I
quite agree with the wage earners' view of it, as you presented it. I
think, however, the reality is that 'management is not going to give
up any prerogatives until they see that thy also benefit.

Management must in some way accept the idea on the basis that
productivity will be improved, that the total sales of the entity will
be increased through such cooperation and better queiity products
will be produced so that both will see and both will understand and
appreciate the position of the other and not be antagonists. They
should work in a cooperative atmospheze. in which management
will be as enthused about it as the wager earners.

Mr. CAMENS. I think one thing that clearly should be understood
that management, knowledgeable management, in the hate indus-
trial plants are probably more enthusiastic about this than many
union people that are involved. The drive is coming from manage-
ment in many cases to do this, and not just from the union.

There are some union people that still feel that traditionally that
it is somewhat ,not the union's place to get involved in production
and quality problems. We feel quite different. We feel that workers
have a right to get involved, and in fact, that the only way that
their union can conduct itself and can raise the standard of living
of our employees, that there is a viable industry for which they are
working and that there are joint needs and joint efforts that are
mutually a benefit to both of us. And it is not just a union initia-
tive in this sense. I think in many cases it is a mutual initiative,
both union and companies. And in many cases, I must admit, is the
company that is coming to the union trying to get quality of work
life teams developed or worker involvement or what we call LMPT,
the labor-management participation teams.

My whole point is that there is a need for education on both par-
ties, on both sides, to understand the great need of cultural change
in the work place in America in order to make a change from the
old autocratic, tailored, scientific management system to the new
participative management systems that are so important in a com-
petitive world.

Chairman HAWKINS. Thank you.
The committee would benefit if you can give us some specific ex-

amples of where the idea has functioned as well 83 you say that it
has. I do not doubt that is true, but we need some specific examples
as we mark up this bill and address the problem of labor-manage-
ment. I think it would be helpful for us to have specific and exem-
plary programs to serve as models for this part of the bill. That I
think would be very helpful. Jack Sheehan is always around here,
and perhaps through him you can convey to our staff some of those
exemplary programs.

Mr. CAMENS. We can submit a written list of those, both bad eco-
nomic situations that kind of forced us into this, and also some
very new plants with hi-tech involved. Coul.: I mention one? Or we
do not have the time for it?

Chairman HAWKINS. Yes.
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Mr. CAMENS. There is a small electro-galvan!zing plant that has
just beeii put in, a joint effort with the Japanese, called LS Electro-
Galvanizing,in Cleveland. Japanese technology brought to America
exactly the same plant as in Japan with complete worker participa-
tion, autonomous work teams, complete worker supervision, prob-
lem solving in its most extreme form.-

I just want to say this, that the Japanese in selling this equip-
ment now do not use the Japanese plant as their model. They use
the American plant because this plant has so out-produced and
With higher quality than the Japanese model, which is identical
technology in this plant, all because of the suggestions and input of
AmeriCan workers, of understanding equipment far better than the
Japanese, being able to make suggestions immediately in this
plant, and being able to cut delay time, which is the main thing
you can cut, because the technology is computer controlled, that
they nowthey wonder and they cannot believe to see what is hap-
pening here compared to their Japanese m and finding that
the American plant completely out-produces the Japanese plant.

.Chairman HAWKINS. Thank you.
Mr. Petri.
Mr. PETRI. Thank you very much, Mr. Chairman. First of all, I

just want to commend you for your testimony and tell you how im-
portant I think this sort of reaching out or efforts to try to get
greater participation in the work place on the part of both unions
and management is for us to be competitive.

I' was at a conference with a Japanese businessman some time
back, and he said, "You know, when we compete with the Ameri-
cans, in the American company we are competing usually with five
or ten brains, and we have 5,000 or 10,000 brains on our side." And
he said, "I do not care how smart those five or ten brains are. If
you have every brain of every person who is involved in the compa-
ny working to compete, we are going to overwhelm you with num-
bers." And I think that is true.

One example in my area was brought to my attention by the
International Association of Machinists which represents the em-
ployees at the Mercury Outboard Motor Division of Brunswick.
They could see the handwriting on the wall a few years ago be-
cause the motor cycle business was taken over by the Japanese.
The automobile business was under a great deal of pressure. And
so, after a great deal of reflection and thinking, they redid their
whole operation from top to bottom to become competitive. And
that meant not lower hourly wage rates. That meant lower fixed
costs. They had to eliminate a lot of white collar people, change
their supplier relationship_, and change the way they manufac-
tured, so that instead of doing it on a batch basis, they manufac-
tured everything continuously.

They discovered Toyota turned its inventory over 100 times a
year. And they were turning their inventory over three times a
year. And with those huge fixed costs in storage and so on, they
could not really compete. They are up to 20 times a year inventory
turnover now, and they are hoping to go further.

I have a question or two. Are there any changes that you could
think of in the federal law in the labor-management area that
would help this process of greater cooperation on quality and com-

=569



568

petitiveness in the work place go forward? Or do you think it is
just a matter of: mental attitudes on everyone's part?

Mr. CAMENS. I think it is a matter of breaking old traditional
thinking. That is .the problem because the old method of industri-
al the -old, industrial production methods and management styles
lend itself to what is happening in the plant, breaking every job
dowr to its smallest component part, being repetitive, having a su-
pervisor standing over your back and make sure you do only that,
that small job. And the whole thing lent itself to -a frustration and
an alienation in the plant that is unbelievable, and you have to un-
derstand. And it lent itself to a whole adversary relationship of
always.fighting about everything-because you are not involved.

And that a' has.got to change. And what has got to changeit
is really for everybody to understand it. It is a cultural change. It
is how you interreact between workers and supervisors. How do
you interact and how do you really develop a production system.
And that is what is so -tough about it because every time a crisis
developsand we have that problemeverybody relates back to
the way you always did things, and the old way he fought with
each other instead of trying to problem-solve his way through and
find out what are the reasons for it.

And that is one of our great difficulties. And particularly on the
production line, it is the worst thing in the world to work in a pro-
duction plant -and to know when a supervisor tells you to do some-
thing and you know it is wrong, and you do it knowing that it is
going to be wrong and it means thousands of millions of dollars
worth of bad quality. And that goes on continuously in plants.

Mr. PETRI. The union people at Mercury told me that when the
new manager came inthe plant Managerhe went around and
told everyone if they had a problem with a foreman, that they
should call him even at home at night, any time, and if they were
right, it would be taken care of immediately. If it turned out the
foreman was right, yell, they would have to toe the linebut basi-
cally he sent a message to everyone- in the organization that they
had to stop trying to intimidate people and work together.

Mr. CAMENS. And that is what we have got to develop, that kind
of an atmosphere of both management and employees in the union
willing to sit down and to plan this process. That is the point. You
have got to plan it. You have got to develop it. It is not something
that is going to take place by accident or somebody decreeing it be-
cause you do not break cultural habits that easy.

Mr. PETRI. Thank you.
Chairman HAWKINS. Mr. Murphy?
Mr. MURPHY. Thank you, Mr. Chairman.
Thank you, Mr. Ciimens and Mr. Sheehan.
Your concept is only about 120 years too late. I think if we had

developed America's industrial and labor-management relations for
the past 100 years that way, we would not have the problems in
industry we do today. I commend you. I think it is farsighted. It is
too late, but it is never too late for a good concept. I just hope that
some day we can bring about that mental change in ourbetween
management and labor.

Thank you.
Chairman HAWKINS. Mr. Ballenger?
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Mr. BALLENGER. Yes, sir. Mr. Camens, another example I think
of what Mr. Petri was talking about is the steel industry located
very close to my own home, NewCore, which has joined m with a
Japanese organization. They,are building a, plant down in Birming-
ham, Alabama. And it operates-:-I noticed today on TV that the
Ford Motor Company had made arrangements evidently some
years ago with their employees to take a pay cut and get in on a
profit sharing plan, which to some -)xtent I think is the way that
NewCore operates.

Have any of these ideas been able to be brought into the discus-
sions that you all are talking about in your union with these
plants?

Mr. CAMENS. All kinds of things are taking place to face the
great economic problems of the steel industry with our union. We
have got profit sharing going on now. We talk about gains sharing
for the first time. We talk about changing work assignments that
were old practices. And that is going on continuously.

The last negotiations that just took place wemost of those dis-
cussions took place about the whole problem of manning and the
whole problem of trade and craft arrangements, which are all rear-
ranging the old way we did work. And these are all constantly
taking place at the same time.

Plus, great discussion has taken place on the whole problem the
LMPT process that we are talking about, which is separate and
part of the basic labor negotiations. Our relationship, our bargain-
mg relationship, is still the same. It changes and is affected by our
LMPT process which is a separate process, and the same thing
our bargaining relations affects the LMPT process. And that has
an interaction I think on our bargaining processes. They work
hand in hand. And all these things are taking place at the same
time.

I do not think you can recognize a steel plant now back eight
years ago. And that is 'a short periodor five years agoof the var-
ious changes that have taken place both in manning, in manage-
ment styles, and in wagetype of wage plans that we have, and
the whole kind of coordination or cooperation between us of trying
to save the'steel industry.

On the very top level we have almost like a board in the sense of
dealing with the whole trade problem, which is killing us. And I do
not want to get involved in that. And that is the CEOs meet with
our top laborour top officials on what we call the Steel Crisis
Committee. And that came out of bargaining, as part of the bar-
gaining process. So, all these things are being involved.

Mr. BALLENGER. Well, I would just like to thank you for your
coming, and to say, as was previously stated, it is too bad we could
not have done something like this 30 or 40 years ago. But I am
afraid it takes a disaster to change the way we do things in this
country.

Thank you very much, sir.
Chairman HAWKINS. Mr. Kildee?
Mr. KILDEE. I have no questions.
Chairman HAWKINS. Mr. Owens I think is next in seniority.
Mr. OWENS. No questions, Mr. Chairman.
Chairman HAWKINS. Mr. Hayes?
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Mr. H47 Es. I do not have any questigns. Thank you, Mr. Chair-
man. I am just bothered by what happens to those workers when
you retrain them. The question of placement, where do they go? I
think jthere is a shortcoming.'There is a'big gap there.

Mr. CAMENS. Really, I was talking 'about those people that are
employed. The other problem is the great problem we have because
we have" plant shutdowns, department shutdowns, and the: is a
whole problem of retraining which is an entirely different subject. I
am talking about the process of training in the plant for the active
workers.

And along with this, by the wayand I did not touch upon
thatis the great necessity of training in the plants that has been
so neglected by the steel industry in the past. An American steel
workerif you wanted a job, you came in the plant and were told
to buy a pair a shoes. And if you couldn't work on the job, you just
weren't there the next day. It was all self-training. There never
was any training. And everybody is beginning to understand at
last, particularly if they visit Japan, is that there is a great need to
train people in the very technical and theoretical understanding of
the steel process itself if they want the best workers. And that has
finally taken place in the steel industry with some great insistence.
And for the first time within the plant, if we put on a new caster
for the first time, they are employed on that process three to six
months in advance before the process ever begins to operate, and
beginning to learn that you must in advance have the proper train-
ing for this type of new high technology, which by the way, costs a
half a billion dollars to put in.

And if you are going to have the human resources capable of
handling it to its greatest efficiency. And all of these things go to-
gether in one understanding of the necessity of training and also
changing the way we work in the plant itself.

Mr. SHEEHAN. Mr. Chairman, may I-add just one small comment
to that? I am glad you brought up the - subject matter. There is a
rather unique difference between the two bills that are before you,
H.R. 90 and H.R. 1122. H.R. 1122 is handling the adverse conse-
quences of the global market for us in steel. Mr. Hayes, you are
very well aware of problem in trying to relate to that. The adverse
consequences of global competition on the steel industry and the
steelworkers is enormous. Now, we have displaced workers. And
they have been around a long time.

But H.R. 1190, Mr. Chairman, relates also to the global impact of
competition on the steel industry and other industrial sectors for
the companies that remain in existence, for the workers that
remain active employees. We have to be aware that global competi-
tion is one in which people are going to have to fight it, and people
are going to be hurt by it. And we have got to do two things at the
same time.

And I think, Mr. Chairman, one of the big things on this bill,
H.R. 90, is saying, look, we can enter that global competition. We
can prepare for it. Some of the things that are in your bill go
beyon.-.1 what we were talking about. We were talking about a
rather unique experience where management and labor on the pro-
duction floor can work together. But we cannot ignore the very
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heavy impact that that competition is having on the active employ-
ees. It is very intense also.

Chairman HAWKINS. Thank you.
Mr. Hayes?
Mr. HAYES. No questions, Mr. Chairman.
Chairman HAWKINS. Mr. Sawyer?
Mr. SAWYER. Just a brief comment, Mr. Chairman.
The point that Mr. Camens made about the importance of re-

garding this as a process is perhaps something that all of us ought
to continue to struggle to remember and live with. The work that
we do to enact the framework for that process is important. But
unless there is a willing participation in that process, it just simply
cannot work. It is great to hear you talk in those terms.

The secondand it is the point that was just raised is the impor-
tance of viewing the work place itself as a productive test bed of
worker retraining. The human capital investment is equally impor-
tant as equipment investment, that is investment in new plant and
productive capacity. One without the other just does not make any
sense.

Thank you.
Chairman HAWKINS. Mr. Visclosky?
Mr. VISCLOSKY. Mr. Chairman, I do not have any questions. But I

would want to congratulate Mr. Camens. I represent the first dis-
trict in Indiana, and we have a large number of steel facilities and
workers.

And while the primary responsibility that we have in the govern-
ment is tv insure that those who have lost their employment are
provided with a second chance in life, I think it is especially impor-
tant that we do not lose sight of the fact that for those, who contin-
ue to work in those facilities, they have a fuller life. They are made
more powerful in their worl, place and their life is made more in-
teresting, and thereby I thinx their company more profitable.

And I want to congratulate you, and the steelworkers as well, on
your program. I am very satisfied with that.

Mr. CAMENS. As long as you mentioned Indiana, let me say one
of our real prides in this whole process is the midwest plant of Na-
tional Steel that has done one great job and should be congratulat-
ed. And that plant is one of the best plants that National Steel has.

Mr. VISCLOSKY. Right. That is in our district.
Mr. CAMENS. Yes.
Mr. VISCLOSIc . And I sat in on their council meeting, and have

toured the facility on a number of occasions. And I believe in that
instance both management and labor feel that it has been to both
of their benefits and to the industry's benefit.

Thank you, Mr. Chairman.
Chairman HAWKINS. Thank you, Mr. Camens. We certainly ap-

preciate your testimony, and you too, Mr. Sheehan, for your contri-
bution.

The next panel will consist of a panel from the great city of
Flint, Michigan. For that purpose, I yield to our distinguished col-
league from the great city of Flint, Michigan, to introduce the
panel and have them seated at the witness table.

Mr. KILDEE. Thank you, Mr. Chairman, very much. I am pleased
to have two constituents from Flint, Michigan, who are real practi-
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tioners-in training and retraining auto workers at the Buick City
assembly plant at Buick-Oldsmobile-Cadillac group of General
Motors Corporation.

Chuck Stevens, Skilled Trades Training Coordinator of the UAW,
Local 599, the local to which my father belonged for many, many
years, and Jerry Schmidt, Training Manager, Buick City Assembly,
General Motors Corporation, have the experience of training the
work force at Buick City for competitive technologies. In this effort
they work with our local community educational resources to re-
train their work force.

I feel that they have a real wealth of experience in labor-man-
agement cooperation, and also with the challenges of working with
the educational community, Mr. Chairman, in business and labor
retraining efforts. I look forward to their comments here today as
they discuss their experiences and make recommendations for im-
provements in our legislative work in this area. And I welcome
them this morning.

Chairman HAWKINS. The Chair would certainly like to welcome
you, Mr. Schmidt, and you, Mr. Stevens. Obviously your Represent-
ative is the one who initiated this panel, and we are very pleased
to respond to his request. I can assure you that Flint, Michigan is
seldom overlooked in this committee. We are very, very pleased to
have both of you testify this morning.

STATEMENT OF CHARLES STEVENS. SKILLED TRADES TRAINING
COORDINATOR, THE UNITED AUTOMOBILE, AEROSPACE, AND
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA, LOCAL
599, ACCOMPANIED BY JERRY SCHMIDT, TRAINING MANAGER,
THE UNITED AUTOMOBILE, AEROSPACE, AND AGRICULTURAL
IMPLEMENT WORKERS OF AMERICA, LOCAL 599

Mr. STEVENS. Mr. Chairman, members of the committee and hon-
ored guests, I am Chuck Stevens, Skilled Trades Training Coordina-
tor for Buick City representing UAW, Local 599. And this is Jerry
Schmidt, Training Manager for the Buick City, representing the
Buick-Oldsmobile-Cadillac group of General Motors.

We wish to present jointly our efforts in the Buick'City project.
We are pleased to have this opportunity to share the Buick City
start-up training experience with you. We believe that the partner-
ship, which grew from the school systems in the Flint area, Gener-
al Motors Corporation and the UAW, is unique and will continue
to have value to our community.

1983 was a year when powerful forces were at work in the com-
munity, forces dealing with employment, the general economy, and
for the Buick Assembly Plant, a threat to existence. The Buick As-
sembly Plant in Flint, Michigan was in August of 1983 scheduled
to close after 75 years of production. In 1976 the assembly plant
was on a list of plants destined to be closed unless cost went down,
quality and production improved and sales increased.

Changes were imperative. A new plan was needed to keep the
doors open, the people at work, and the economic future of the
community secure. Buick management had submitted several pro-
posals to the corporation officials to keep Buick operations in busi-
ness. For eight months this task force worked on t he plan it would
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submit to the plant manager who was able to convince the corpora-
tion that Flint was the place to ic,slate the front wheel drive Le-
Sabre production facility.

With the approval of the plan came the unofficial name, Buick
City. This tag evolved when Lloyd Reuss, Executive Vice President
of General Motors, compared the new proposed facility to Toyota
City during his presentation of the plan to General Motors.

What was the plan? It was a design, that called for the transfor-
mation of manufacturing plants more than a half century old into
a modern assembly center on par with, any in the world and the
equal of the corporations own newly built production systems. It
would radically alter or replace prevailing manufacturing concepts
with a new cost efficient, computer controls. It would provide a
new operating philosophy for members, and as a means by which
they could grow with these new concepts. The bottom line of Buick
City's carefully conceived master plan was to produce vehicles the
equal of any in the world.

The proposal was accepted by the General Motors Corporation in
January of '83. And integral part of this proposal was employee in-
volvement.

What factors led to the Buick City locating in Flint? This ques-
tion was asked of union and management leaders at the Buick
City, and the unanimous response was that the proposal was differ-
ent. It was innovative to the point that the corporation had to take
a second look. And most importantly, it was developed by a joint
effort of union and management. It rho had evidence of good, ad-
vanced ideas for implementation.

The study team's task was finished once the proposal was accept-
ed by the corporation. The next step was to develop a new team,
one that could continue where the study team left off. This was the
design team which began functioning in February of 1983. Lee
Purse, our plant manager, also hand-picked this group which was
originally composed of ten managers and five union members.

The design team was given the responsibility of planning, direct-
ing and overseeing the work of creating the facility, developing the
time lines, investigating the suppliers and training the work force,
both hourly and salaried. They traveled worldwide to many facili-
ties where they investigated modern and highly technical systems.

A highly trained work fo.:ce would be an integral part of this
plan. A comprehensive training program was initiated by Buick
Motor Company and the UAW, Local 599, with an educational con-
sortium consisting of Genesee Intermediate Schools, Mott Adult
High School and Mott Community College. These five agencies
form a partnership known as the Buick City Training Consortium.

An application for "Quick Start" funds from the state Depart-
ment of Education was approved and the assessment an instruc-
tional program began months before the start of production. A
total of 1,068 Buick City workers received training during the next
29 months before this phase of training ended in April of 1986.

Training expanded beyond the consortium training to training
companies, vendor companies, other educational institutions, and
eventually to our Buick City Training Center itself.

Buick City has a work force of approximately 4,500 hourly em-
ployees and 310 salaried workers. Buick City is the only facility to
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have a continuing stamping that is fully integrated with assembly,
and it encompasses 1,800,000 square feet with 15.2 miles of convey-
ors. There are 223 robots in the plant and 150 automatic; guided ve-
hicles with 55 automatic vehicle identification systems to track the
vehicle being assembled. We now have 22 dock locations around
the perimeter of the plant for "just in time" material deliveries
with CRTs to record materials received.

Six objectives were outline in the Quik Start grant request for
the training to be delivered by the educational consortium. The six
objectives are to identify, recruit, assess, counsel persons to be
trained; to define specific training requirements for new jobs which
would result from retooling or technological impact; to provide
basic, reading, math skills training; to provide elementary voca-
tional and technical skills training;, to provide advanced technical
skills training; to provide training in facilitation skills.

Lee Furse, our plant manager, planned a breakfast meeting on
September 2 of 1983 with repreee ntati /es of the UAW, Local 599,
Buick City management and the local educational institutions. The
educators invited included Dr. David Spathelf, Superintendent of
Genesee Intermediate School District; Dr. Joseph Pollack, Superin-
tendent of the Flint Community Schools; and Dr. Robert Rue, who
was the President of the Mott Community College at the time. The
following letter inviting these participants further explains the
goals and requests presented to the educational institutions.

A consortium was formed. A subsequent meeting was held Sep-
tember 6 and the application for Quik Start funds was submitted to
the Michigan Department of Education September 21, and it was
accepted October 12 of 1983.

At a press conference held at Buick City on October 13, of 1983,
Governor Blanchard and Dr. Runkel, State Superintendent of
Palk instrt ction, awarded the grant of $242,404 to the local edu-
cational consortium and explained that Buick would provide the
supplemental funds of $951,401 to the project. They also hailed the
business-labor-education effort as Michigan's first of such ventures.

The members of the educational consortium would provide serv-
ices as follows to meet the six objectives. Buick City and Local
599needs analysis, identify those to be trained, schedule and
monitor results; the Genesee Intermediate Schools, our fiscal
agentthey did assetyment and Counseling; the Mott Adult nigh
schoolsbasic skills and mid-tech training; Mott Community Col-
legeadvanced technical skills training and facilitation skills; Uni-
versity of Michiganadvanced facilitation skills.

There were 1,650 workers at Buick City assessed in reading and
math skills. All workers selected for training were assessed, al-
though all those assessed did not go to training. The California
Achievement Test was the assessment tool.

Selection, recruitment, assessment and counseling were begun in
October of 1983, two months before they actual training began. At
the time of the assessment, a short orientation to training was
given. The educational institutions, as well as the UAW and Buick
City management, were represented. This proved valuable since
some of the questions concerning training could be addressed.

Workers were notified by letter as to when and where they could
report for training. On the student's first day of school the ozienta-
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tion process continued. Representatives from the UAW and man-
agement spoke to the class about work policies, and the school per-
sonnel provided information about school policies and schedules,
curriculum and staff. Provisions were made to address concerns of
the students while off -site at school.

The students often had serious personal concerns. Many had very
real fears about returning to the classroom, and family adjust-
ments often had to be made to compensate for the change within
the student's work life.

Scheduling was a cooperative activity of all the consortium mem-
bers. The schools needed to be aware of the oroduction priorities at
Buick City and needed to be sympathetic to the time constraints of
the other educational institutions.

Orientation to training, grading procedures, attendance, student
recognition and awards were addressed by the training committee
and the training consortium, and policies and procedures were
adopted. Certificates were given to the training participants at the
conclusion of each segment of the training sequence. These awards
were usually presented at an award ceremony in which the stu-
dents, members of management, members of the UAW and repre-
sentatives from the participating schools took part. Class sizes
varied from 15 to 25 students with most groups not exceeding 20.

The number of people trained exceeded the goal set initially in
the program. The original grant projected that 630 employees
would be assessed and at least 600 would be trained: 285 in skilled
trades and 315 in production. The actual numbers were 1,636 as-
sessed, 378 trades trained and 691 production trained.

All students in the Buick City consortium training program
began their programs in basic skills training at Mott Adult High
School for a minimum of 120 hours and consisted of math, reading,
writing skills, keyboarding and computer awareness. The intent of
this component of the training was to review and reinforce skills
already learned, as well as to help the student acquire new skills.

Mid-technical curriculum was also administered by the Flint
Community Schools. Much of the work in the mid-tech was curricu-
lum theory or, when possible, simulated. Instructional materials in-
cluded electrical diagnostic tools, elemental electrical lab equip-
ment, blueprint drawing tools, a programmable welders, a hydrau-
lic trainer and computer software for simulated practices. The mid-
tech curriculum for the production groups varied according to the
needs of the department.

U.A.W. and management personnel were also asked the question:
Was the mid-tech portion of the training a strength or weakness to
the program? Of those who responded, 78 percent rated it as a
strength and 22 percent as a weakness with no specific department
or area responding unanimously one way or the other.

Each student was requested upon completion of the Mott Adult
High School portion of their training to respond to an evaluation of
the basic and mid-tech training. The results of these evaluations in-
fluenced curriculum and procedural considerations and were often
the cause for alterations or reinforcements in the program. Many
of the skilled trades students were assessed by the GM test battery
for skilled trades.
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Mott Community College primarily served the skilled trades
groups, but also provided technical training to some of the produc-
tion areas.

As in the basic and mid-tech programs, the educational institu-
tions, in this case Mott Community College, provided instructional
materials purchased with grant funds, and Buick City supplied
equipment and components.

The hi-tech training for skilled trades was in two general areas:
electronics and hydraulics/pneumatics. Electricians took the 16
week, which was 640 hours, electronics course, and the mechanical
trade students attended 8 weeks for 320 hours hydraulics and pneu-
matics course.

A sample of students was post-tested with a GM battery test for
skilled trades and exceeded the Buick City expectations. The fol-
lowing are some of the numerical results.

On the first day at school each group was given a test in pneu-
matics inventory. The benchmark looked at was 48 points. The
electrical trades pretested at 44 points, and about 65 percent -vay
through the program, they post-tested at 53. The mechanical trades
pretested at 31 points and post-tested out at 63 points.

The hydraulics inventory benchmark was 65 points. The electri-
cal trades pretested at 55 post-tested at 76. The mechanical trades
pretested at 40 and post-tested at 81.

In the electrical survey the benchmark was 50 points. The elec-
trical trades pretested at 52 and post-tested at 69. The mechanical
trades pretested at 9 points and post-tested at 32, which was very
unique considering they had no previous training in that field at
all.

At this point I would like to introduce Jerry Schmidt to give
some of his views in regards to our training program.

Chairman HAWKINS. The statement of Mr. Stevens has been read
in to the record. The statement of Mr. Schmidt will follow. We re-
quest the witnesses to summarize to the extent possible.

Thank you.
[The prepared statement of Charles Stevens and Jerry Schmidt

follows:]
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STATEMENT OF

JERRY SCHMIDT, TRAINING MANAGER

CHARLES STEVENS, SKILLED TRADES TRAINING COORDINATOR- LOCAL 599

BUICK CITY CAR STAMPING AND ASSEMBLY PLANT

BUICK - OLDSMOBILE - CADILLAC GROUP

OF

GENERAL MOTORS CORPORATION

AND

THE UNITED AUTOMOBILE, AEROSPACE, AND AGRICULTURAL IMPLEMENT

WORKERS OF AMERICA

LOCAL 599

ON

BUICK CITY'S TRAINING PARTNERSHIP

BEFORE THE

COMMITTEE ON EDUCATION AND LABOR

U.S. HOUSE OF REPRESENTATIVES

MARCH 12, 1987

WASHINGTON, D.C.
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MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, AND HONORED GUESTS. I AM

CHUCK STEVENS, SKILLED TRADES TRAINING COORDINATOR FOR BUICK CITY

REPRESENTING UAW LOCAL 599 AND THIS IS JERRY SCHMIDT. TRAINING MANAGER

FOR BUICK CITY. REPRESENTING THE BUICK OLDSMOBILE- CADILLAC GROUP OF

GENERAL MOTORS CORPORATION,

WE ARE PLEASED TO HAVE THIS OPPORTUNITY TO SHARE THE BUICK CITY

START -UP TRAINING EXPERIENCE WITH YOU. WE BELIEVE THAT THE PARTNERSHIP

WHICH GREW FROM THE SCHOOL SYSTEMS IN THE FLINT AREA (GENESEE COUNTY),

GENERAL MOTORS CORPORATION, AND THE UAW IS UNIQUE AND WILL CONTINUE TO

HAVE VALUE TO OUR COMMUNITY.

1983 WAS A YEAR WHEN POWERFUL FORCES WERE AT WORK IN THE COMMUNITY

-- FORCES DEALING WITH EMPLOYMENT. THE GENERAL ECONOMY AND, FOR THE

BUICK ASSEMBLY PLANT. A THREAT TO EXISTENCE.

THE BUICK ASSEMBLY PLANT IN FLINT, MICHIGAN WAS, IN AUZUST OF 1983,

SCHEDULED TO CLOSE AFTER SEVENTY-FIVE YEARS OF PRODUCTION. IN 1976, THE

ASSEMBLY PLANT WAS ON A LIST OF PLANTS DESTINED TO BE CLOSED UNLESS

COSTS WENT DOWN, QUALITY AND PRODUCTION IMPROVED AND SALES INCREASED.

CHANGES WERE IMPERATIVE/ A NEW PLAN WAS NEEDED TO KEEP THE DOORS OPEN,

THE PEOPLE AT WORK AND THE ECONOMIC FUTURE OF THE COMMUNITY SECURE.

BUICK MANAGEMENT HAD SUBMITTED SEVERAL PROPOSALS TO CORPORATE OFFICIALS

TO KEEP BUICK'S OPERATIONS IN BUSINESS. FOR EIGHT MONTHS, THIS TASK

FORCE WORKED ON THE PLAN IT WOULD SUBMIT TO THE PLANT MANAGER, WHO WAS
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ABLE TO CONVINCE THE CORPORATION THAT FLINT WAS THE PLACE TO LOCATE THE

FRONT WHEEL DRIVE LESABRE PRODUCTION FACILITY.

WITH APPROVAL OF THE PLAN CAME THE UNOFFICIAL NAME- -BUICK CITY/

THIS TAG EVOLVED WHEN LLOYD REUSS,
EXECUTIVE VICE PRESIDENT OF GENERAL

MOTORS, COMPARED THE NEW PROPOSED FACILITY TO "TOYOTA CITY" DURING HIS

PRESENTATION OF "THE PLAN" TO GENERAL MOTORS.

WHAT WAS "THE PLAN"? IT WAS A DESIGN THAT CALLED "FOR THE

TRANSFORMAT;ON OF MANUFACTURING PLANTS MORE THAN A HALF-CENTURY OLD INTO

A MODERN ASSEMBLY CENTER ON PAR WITH ANY IN THE WORLD AND THE EQUAL OF

THE CORPORATION'S OWN NEWLY BUILT PRODUCTION SYSTEMS. IT WOULD RADICALLY

ALTER OR REPLACC PREVAILING MANUFACTURING CONCEPTS WITH NEW COST

EFFICIENT, COMPUTER CONTROLS. IT WOULD PROVIDE A NEW OPERATING

PHILOSOPHY FOR EMPLOYES AND A MEANS BY WHICH THEY COULD GROW WITH THESE

NEW CONCEPTS. THE BOTTOM LINE OF BUICK CITY'S CAREFULLY CONCEIVED

MASTER PLAN WAS TO PRODUCE VEHICLES THE EQUAL OF ANY IN THE WORLD."

THE PROPOSAL WAS ACCEPTED BY THE GENERAL MOTORS CORPORATION IN

JANUARY, 1983. AN INTEGRAL PART OF THIS PROPOSAL WAS EMPLOYE

INVOLVEMENT.

WHAT FACTORS LED TO BUICK CITY LOCATING IN FLINT? THIS QUESTION

WAS ASKED OF UNION AND MANAGEMENT LEADERS AT BUICK CITY AND THE

UNANIMOUS RESPONSE WAS THAT THE PROPOSAL WAS DIFFERENT - -IT WAS

INNOVATIVE TO THE POINT THAT THE CORPORATION HAD TO TAKE A SECOND LOOK

AND, MOST IMPORTANTLY, IT WAS DEVELOPED BY A JOINT EFFORT OF UNION AHD

MANAGEMENT. IT ALSO HAD EVIDENCE OF GOOD, ADVANCED IDEAS FOR

IMPLEMENTATION.
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THE STUDY TEAM'S TASK WAS FINISHED ONCE THE PROPOSAL WAS ACCEPTED SY

THE CORPORATION. THE NEXT STEP WAS TO DEVELOP A NEW TEAM - -ONE THAT WOULD

CONTINUE WERE THE STUDY TEAM LEFT OFF. THIS GROUP WAS THE DESIGN TEAM,

WHICH BEGAN FUNCTIONING IN FEBRUARY, 1983. LEE FURSE, PLANT MANAGER,

ALSO HAND- PICKED THIS GsROUP WHICH WAS ORIGINALLY COMPOSED OF TEN MANAGERS

AND FIVE UNION MEMBERS.

THE DESIGN TEAM WAS GIVEN'THE RESPONSIBILITY OF PLANNING, DIRECTING

AND OVERSEEING THE WORK OF CREATING THE FACILITY, DEVELOPING THE TIME

LINES, INVESTIGATING SUPPLIERS AND TRAINING THE WORK FORCE, BOTH HOURLY

AND SALARIED. THEY TRAVELED WORLDWIDE TO MANY FACILITIES WHERE THEY

INVEFTIGATED MODERN AND HIGHLY TECHNICAL SYSTEMS,

A HIGHLY TRAINED WORK FORCE WOULD BE AN INTEGRAL PART OF THIS PLAN.

A COMPREHENSIVE TRAINING PROGRAM WAS INITIATED BY BUICK MOTOR COMPANY AND

THE UAW LOCAL 599 WITH AN EDUCATIONAL CONSORTIUM CONSISTING OF GENESEE

INTERMEDIATE SCHOOL DISTRICT (GISD), MOTT !.DOLT HIGH SCHOOL OF THE FLINT

COMMUNITY SCHOOLS (MANS, FCS) AND MOTT COMMUNITY COLLEGE (MCC).

THESE FIVE AGENCIES FORMED A PARTNERSHIP KNOWN AS THE BUICK CITY

TRAINING CONSORTIUM. AN APPLICATION FOR "GUIK START" FUNDS FROM THE

STATE DEPARTMENT OF EDUCATION WAS APPROVED AND THE ASSESSMENT AND

INSTRUCTIONAL PROGRAM BEGAN TWENTY ONE MONTHS BEFORE THE START UP OF

PRODUCTION. A TOTAL OF 1068 BUICK CITY WORKERS RECEIVED TRAINING DURING

THE NEXT 29 MONTHS BEFORE THIS PHASE OF THE TRAINING ENDED IN APRIL,

1986.

TRAINING EXPANDED BEYOND THE CONSORTIUM TRAINING TO TRAINING

COMPANIES, VENDOR COMPANIES, OTHER EDUCATIONAL INSTITUTIONS AND,

EVENTUALLY, TO THE BUICK CITY TRAINING CENTER ITSELF.
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BUICK CITY HAS A WORK FORCE OF APPROXIMATELY 4.500 HOURLY WORKERS

AND 310 SALARIED WORKERS.

BUICK CITY IS THE ONLY FACILITY TO HAVE CONTINUOUS STAMPING THAT IS

FULLY INTEGRATED WITH ASSEMBLY AND IT ENCOMPASSES 1.800.000 SQUARE FEET

WITH 15,2 MILES OF CONVEYORS. THERE ARE 223 ROBOTS IN THE PLANT AND 150

AUTOMATIC GUIDED VEHICLES WITH 55 AUTOMATIC VEHICLE IDENTIFICATION

STATIONS TO TRACK THE VEHICLE BEING ASSEMBLED, THERE ARC 22 DOCK

LOCATIONS AROUND THE PERIMETER OF THE PLANT FOR "JUST.-IN.-TIME" MATERIALS

DELIVERY WITH CRT'S TO RECORD MATERIALS RECEIVED.

SIX OBJECTIVES WERE OUTLINED IN THE "QUIK START" GRANT REQUEST FOR

THE TRAINING TO BE DELIVERED BY THE EDUCATIONAL CONSORTIUM (GENESEE

INTERMEDIATE SCHOOL DISTRICT* FLINT COMMUNITY SCHOOLS* AND MOTT

COMMUNITY COLLEGE). THESE OBJECTIVES ALSO REFLECTED ADDITIONAL GOALS

THAT THE BUICK CITY TRAINING COMMITTEE FELT WERE NECESSARY FOR THE ENTIRE

WORK FORCE.

THE SIX OBJECTIVES ARE:

1. TO IDENTIFY* RECRUIT* ASSESS* COUNSEL PERSONS TO BE TRAINED.

2, TO DEFINE SPECIFIC TRAINING REQUIREMENTS FOR NEW JOBS WHICH

RESULT FROM RETOOLING OR TECHNOLOGICAL IMPACT.

3. TO PROVIDE BASIC (READING* MATH) SKILLS TRAINING.

4, TO PROVIDE ELEMENTARY VOCATIONAL AND TECHNICAL SKILLS TRAINING.

5. TO PROVIDE ADVANCED TECHNICAL SKILLS TRAINING.

6. TO PROVIDE TRAINING. IN FACILITATION SKILLS.

LEE FURSE* PLANT MANAGER. PLANNED A BREAKFAST MEETING SEPTEMBER 2.

1983 WITH REPRESENTATIVES OF THE UAW LOCAL 599, BUICK CITY MANAGEMENT.

AND THE LOCAL EDUCATIONAL INSTITUTIONS, THE EDUCATORS INVITED INCLUDED
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DR, DAVID SPATHELF, SUPERINTENDENT OF GENESEE INTERMEDIATE SCHOOL

DISTRICT, DR, JOSEPH POLLACK, SUPERINTENDENT OF FLINT COMMUNITY SCHOOLS

AND DR, ROBERT RUE WHO WAS THE PRESIDENT OF MOTT COMMUNITY COLLEGE AT

THE TIME, THE FOLLOWING LETTER INVITING THESE PARTICIPANTS FURTHER

EXPLAINS THE GOALS AND REQUEST PRESENTED TO THE EDUCATIONAL

INSTITUTIONS:

AUGUST 30, 1983

AS PLANT MANAGER OF THE BUICK CITY DESIGN TEAMS I RESPECTFULLY

REQUEST YOU TO JOIN WITH (OTHER LOCAL INSTITUTIONS) TO FORM A

PUBLIC VOCATIONAL CONSORTIUM, THE PURPOSE OF THIS CONSORTIUM WbULD

BE TO ASSIST PUICK CITY IN ITS PRESENT AND FUTURE EDUCATIONAL NEEDS

IN THE AREAS OF ASSESSMENTS BASIC EDUCATION AND TECHNICAL TRAINING

OF OUR EMPLOYES,

I ALSO REQUEST THE CONSORTIUM BE FORMED TO SEEK THE ASSISTANCE

OF STATE AND FEDERAL TRAINING PROGRAMS rOR FUTURE BUICK CITY

EMPLOYES, IN SPECIFICS I REQUEST THE CONSORTIUM SEEK FUNDING FROM

'.HE "QUIK START" PROGRAM, ADMINISTERED BY THE STATE DEPARTMENT OF

EDUCATION,

THE .7.!PLE HERE AT BUICK CITY AND I ARE PLEASED FOR THE

OPPORTUNITY TO WORK WITH YOU TO MEET OUR SIGNIFICANT CHALLENGES IN

VDUCATION AND TRAINING, I LOOK FORWARD TO MEETING WITH YOU ON

FRIDAYS SEPTEMBER 2, 1983, AT 8:00 A,M, FOR A GET ACQUAINTED MEETING

AND TOUR OF THE FACILITIES OF EACH INSTITUTION,

L.E. FURSE JR,

PLANT MANACCA
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THE CONSORTIUM WAS FORMED, A SUBSEQUENT MEETING WAS HELD SEPTEMBER 6

AND THE APPLICATION FOR "001K START" FUNDS WAS SUBMITTED TO THE MICHIGAN

DEPARTMENT OF EDUCATION SEPTEMBER 21 AND WAS ACCEPTED BY THIS DEPARTMENT

OCTOBER 12, 1983.

AT A PRESS CONFERENCE HELD AT BUICK CITY OCTOBER 13, 1983, GOVERNOR

BLANCHARD AND DR, RUNKEL, STATE SUPERINTENDENT OF PUBLIC INSTRUCTION,

AWARDED THE GRANT OF $242,404.00 TO THE LOCAL EDUCATIONAL CONSORTIUM AND

EXPLAINED THAT BUICK WOULD SUPPLY SUPPLEMENTAL FUNDS OF $951,401.00 TO

THE PROJECT. THEY ALSO HAILED THE BUSINESS- LABOR- EDUCATION EFFORT AS

MICHIGAN'S FIRST OF SUCH VENTURES,

THE MEMBERS OF THE EDUCATION CONSORTIUM WOULD PROVIDE SERVICES AS

FOLLOWS TO MEET THE SIX OBJECTIVES:

BUICK CITY AND THE UAW LOCAL 599--NEEDS ANALYSIS. IDENTIFY

THOSE TO BE TRAINED, SCHEDULE, MONITOR RESULTS

GENESEE INTERMEDIATE SCHOOL DISTRICT--FISCAL AGENT, ASSESSMENT

AND COUNCILLING

MOTT ADULT HIGC SCHOOL - -BASIC SKILLS AND MID -TECH TRAINING

MOTT COMMUNITY COLLEGE -- ADVANCED TECHNICAL SKILLS TRAINING AND

FACILITATION SKILLS

UNIVERSITY OF MICHIGAN -- ADVANCED FACILITATION SKILLS

THERE WERE 1650 WORKERS AT BUICK CITY ASSESSED IN READING AND MATH

SKILLS. ALL WORKERS SELECTED FOR TRAINING WERE ASSESSED. ALTHOUGH ALL

THOSE ASSESSED DID NOT GO TO TRAINING. THE CALIFORNIA ACHIEVEMENT TEST

(CAT) WAS THE ASSESSMENT INSTRUMENT.
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SELECTION* RECRUITMENT* ASSESSMENT AND COUNSELING WERE BEGUN IN

OCTOBER* 1983s TWO MONTHS BEFORE THE ACTUAL YRAINING BEGAN* AT THE TIME

OF THE ASSESSMENT. A SHORT ORIENTATION TO TRAINING WAS GIVEN. THE

EDUCATION INSTITUTIONS* AS WELL AS THE UAW AND BUICK CITY MANAGEMENT.

WERE REPRESENTED. THIS PROVED VALUABLE SINCE SOME OF THE QUESTIONS

CONCERNING TRAINING COULD BE ADDRESSED* WORKERS WERE NOTIFIED BY LETTER

AS TO WHEN AND WHERE THEY SHOULD REPORT FOR TRAINING, ON THE STUDENT'S

FIRST DAY OF SCHOOL THE ORIENTATION PROCESS CONTINUED REPRESENTATIYES

FROM THE UAW AND MANAGEMENT SPOKE TO THE CLASS ABOUT WORK POLICIES AND

THE SCHOOL PERSONNEL PROVIDED INFORMATION ABOUT SCHOOL POLICIES AND

SCHEDULES* CURRICULUM AND STAFF, PROVISIONS WERE MADE TO ADDRESS '

CONCERNS OF THE STUDENTS WHILE OFF-SITE AT SCHOOL.

THE STUDENTS OFTEN HAD SERIOUS PERSONAL CONCERNS--MANY HAD VERY REAL

FEARS ABOUT RETURNING TO THE CLASSROOM* AND FAMILY ADJUSTMENTS OFTEN HAD

TO BE MADE TO COMPENSATE FOR THE CHANGES WITHIN THE STUDENT'S WORK LIFE.

SCHEDULING WAS A COOPERATIVE ACTIVITY OF ALL THE CONSORTIUM MEMBERS*

THE SCHOOLS NEEDED TO 131.: AWARE OF PRODUCTION PRIORITIES AT BUICK CITY AND

NEEDED TO BE SYMPATHETIC TO THE TIME CONSTRAINTS OF THE OTHER EDUCATIONAL

INSTITUTIONS* ORIENTATION TO TRAINING, GRADING PROCEDURES. ATTENDANCE.

STUDENT RECOGNITION AND AWARDS WERE ADDRESSED BY THE TRAINING COMMITTEE

AND THE TRAINING CONSORTIUM* AND POLICIES AND PROCEDURES WERE ADOPTED.

CERTIFICATES WERE GIVEN TO THE TRAINING PARTICIPANTS AT THE CONCLUSION OF

EACH SEGHENT OF THE TRAINING SEQUENCE, THESE AWARDS WERE USUALLY

PRESENTED AT AN AWARD CEREMOW! IN WHICH THE STUDENTS* MEMBERS OF

MANAGEMENT* MEMBERS OF THE UAW AND REPRESENTATIVES FROM THE PARTICIPATING

SCHOOL TOOK PART. CLASS SIZE.VARIED FROM 15 TO 25 STUDENTS WITH MOST
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MANY RESPONDENTS TO THE QUESTIONNAIRES. STUDENTS ATTENDED SCHOOL EIGHT

HOURS PER DAY, AND CONTRARY TO INITIAL SPECULATION ABOUT HOW

DUCATIONALLY FEASIBLE THIS WAS, STUDENT REACTION WAS EXCELLENT AND THE

LEVEL OF PARTICIPATION WAS GOOD.

THE NUMBERS OF PEOPLE TRAINED EXCEEDED THE GOAL SET INITIALLY IN THE

PROGRAM. THE ORIGINAL GRANT PROJECTED THAT 630 EMPLOYEES WOULD BE

ASSESSED AND AT LEAST 600 WOULD BE TRAINED, 285 IN SKILLED TRADES AND 315

IN PRODUCTION. THE ACTUAL NUMBERS WERE 1636, 1069, 378 AND 691.

ALL STUDENTS IN THE BUICK CITY CONSORTIUM TRAINING PROGRAM BEGAN

THEIR PROGRAM IN BASIC SKILLS TRAINING AT MOTT ADULT HIGH SCHOOL. THIS

PROGRAM WAS FOR A MINIMUM OF 120 HOURS AND CONSISTED OF MATH,

READING/WRITING SKILLS, KEYBOARDING AND COMPUTER AWARENESS, THE INTENT

OF THIS COMPONENT OF THE TRAINING WAS TO REVIEW AND REINFORCE SKILLS

ALREADY LEARNED, AS WELL A3 HELP THE STUDENT ACQUIRE NEW SKILLS.

AT THE COMPLETION OF THE TRAINING FOR BASIC SKILLS, THE STUDENT

ADVANCED TO THE NEXT PHASE OF TRAINING. THIS WAS USUALLY THE

MID- TECHNICAL CURRICULUM ADMINISTERED BY THE FLINT COMMUNITY SCHOOLS.

THE PURPOSE OF THE MID -TECH TRAINING FOR THE SKILLED TRADES WAS TO

ACQUAINT THE STUDENTS WITH THE OTHER TRADES SO THAT THEY MIGHT BE MORE

KNOWLEDGEABLE OF THE WORK DONE BY THOSE IN THEIR WORK TEAM.

MUCH OF THE WORK IN THE MID -TECH WAS CURRICULUM THEORY OR, WHEN

POSSIBLE, SIHULATED. INSTRUCTIONAL MATERIALS INCLUDED ELECTRICAL

DIAGNOSTIC TOOLS, ELEMENTAL ELECTRICAL LAB EQUIPMENT, BLUEPRINT DRAWING

TOOLS, A PROGRAMMABLE.WELDER. A HYDRAULIC TRAINER AND COMPUTER SOFTWARE

FOR SIHULATED PRACTICES. THE MID -TECH CURRICULUM FOR THE PRODUCTION
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GROUPS VARIED ACCORDING TO THE NEEDS OF THE DEPARTMENTS.

UAN AND MANAGEMENT PERSONNEL WERE ALSO ASKED THE QUESTIONAS THE

MID -TECH PORTION OF THE TRAINING A STRENGTH OR WEAKNESS TO THE PROGRAM?"'

OF THOSE WHO RESPONDED, 78Z RATED IT AS A STRENGTH AND 22% AS A WEAKNESS

WITH NO SPECIFIC DEPARTMENT OR AREA RESPONDING UNANIMOUSLY ONE WAY OR THE

-OTHER. '

EACH STUDENT WAS REQUESTED, UPON COMPLETION OF THE MANS PORTION OF

THE TRAINING, TO RESPOND TO AN EVALUATION OF THE BASIC AND MID -TECH

TRAINING, THE RESULTS OF THESE EVALUATIONS INFLUENCED CURRICULUM AND

PROCEDURAL CONSIDERATIONS AND WERE OFTEN THE CAUSE FOR ALTERATIONS OR

REINFORCEMENTS IN THE PROGRAM. MANY OF THE SKILLED TRADES VAUNTS WERE

ASSESSED BY THE 'GM TEST BATTERY FOR SKILLED TRADES".

MOTT COMMUNITY COLLEGE PRIMARILY SERVED THE SKILLED TRADES GROUPS

LJT ALSO PROVIDED TECHNICAL TRAINING TO SOME OF THE PRODUCTION AREAS,

AS IN THE BASIC AND MID-TECH PROGRAMS, THE EDUCATIONAL INSTITUTIONS,

IN THIS CASE MOTT COMMUNITY COLLEGE, PROVIDED INSTRUCTIONAL MATERIALS

PURCHASED WITH GRANT FUNDS AND BUICK CITY SUPPLIED EQUIPMENT AND

COMPONENTS. TEXTBOOKS, WHEN RETAINED BY STUDENTS, WERE ALSO PURCHASED BY

BUICK CITY.

THE HIGH -TECH TRAINING FOR SKILLED TRADES WAS IN TWO GENERAL AREAS:

ELECTRONICS AND HYDRAULICS/PNEUMATICS, ELECTRICIANS TOOK THE SIXTEEN

WEEK (640 HOURS) ELECTRONICS COURSE AND THE MECHANICAL TRADES STUDENTS

ATTENDED AND EIGHT WEEK (320 HOURS) HYDRAULICS AND PNEUMATICS COURSE.

THE EQUIPMENT FURNISHED FOR THE HYDRAULICS AND PNEUMATICS CLASS BY

BUICK CITY INCLUDED TEN PNEUMATIC MAPPED WORK BENCHES, FIVE HYDRAULIC

EQUIPPED WORK STANDS PLUS ELECTRICAL (HYDRAULIC/PNEUMATIC) EQUIPMENT POR
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ADVANCED TRAINING.

A SAMPLE OF STUDENTS WAS POST TESTED WITH THE GM TEST BATTERY FOR

SKILLED TRADES AND EXCEEDED THE BUICK CITY EXPECTATIONS.

FOLLOWING ARE SOME NUMERICAL RESULTS:

fULIMATICS INVENTORY

BENCHMARK. 48 POINTS

ELECTRICAL TRADES PRE-TEST ' 44 POINTS; POST-TEST 53 POINTS

MECHANICAL TRADES PRE-TEST 31 POINTS; POST -TEST ' 63 POINTS

HYDRAULICS INVENTORY

BENCHMARK 65 POINTS

ELECTRICAL TRADES PRE-TEST - 55 POINTS; POST-TEST 76 POINTS

MECHANICAL TRADES PRE-TEST 40 POINTS; POST-TEST 81 POINTS

ELECTRICAL INVENTORY

BENCHMARK 50 POINTS

ELECTRICAL TRADES PRE -TEST 52 POINTS; POST-TEST - 69 POINTS

MECHANICAL TRADES PRE-TEST 9 POINTS; POST-TEST ' 32 POINTS

RECOGNITION CEREMONIES WERE ALSO HELD AT THE CONCLUSION OF THE

HIGH-TECH TRAINING AND CERTIFICATES WERE AWARDED. SPEECHES BY MOTT

COMMUNITY COLLEGE ADMINISTRATORS. BUICK CITY MANAGEMENT* UAW

REPRESENTATIVES AND COMMENTS BY CLASS REPRESENTATIV"S WERE DELIVERED TO

AN AUDIENCE OF STUDENTS* THEIR FAMILIES ANL FRIENDS. BUICK CITY

PERSONNEL. BOTH UAW AND MANAGEMENT* TRAINING CONSORTIUM MEMBERS AND MOTT
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COMMUNITY COLLEGE INSTRUCTORS AND AIDES, CLASS PICTURES WERE TAKEN AND

NEWS ARTICLES ABOUT THESE CEREMONIES AT BOTH MOTT ADULT HIGH SCHOOL AND

MOTT COMMUNITY COLLEGE WERE INCLUDED IN THE UAW HEADLIGHT AND BUICK CITY

.

VENDOR TRAINING WAS ARRANGED BY THE TRAINING DEPARTMENT AT BUICK

CITY AND WAS NOT SUPPLIED BY THE TRAINING CONSORTIUM, HOWEVER, IT WAS A

VITAL PART OF THE STUDENT'S TRAINING PRESCRIPTION AND ALL THE BASIC AND

TECHNICAL INSTRUCTION WAS DIRECTED TOWARD BOTH THIS TRAINING PHASE AND THE

EMPLOYE'S ULTIMATE RESPONSIBILITY TO BUICK CITY, THIS FACT APPARENTLY

WAS REALIZED MORE BY THE EDUCATORS AND VENDOR COMPANIES THAN THE

STUDENTS. SINCE. WHEN ASKED IF THE PREVIOUS TRAINING HELPED IN VENDOR

TRAINING/ THE MAJORITY OF THE STUDENTS (SIM SAID, 'NO", VENDOR

COMPANIES RESPONDED DIFFERENTLY/ 86% OF THEM SAID, "YES/ THE PREPARATION

PRIOR TO COMING TO THIS CENTER WAS HELPFUL." IN FACT. ONE VENDOR COMPANY

REPLIED THAT CURRICULUM CHANGES HAD TO BE MADE FOR BUICK CITY STUDENTS

SINCE THEY CAME TO THE VENDOR TRAINING WITH UNANTICIPATED SKILLS,

IN ADDITION TO VENDOR COMPANIES, SPECIFIC SKILLS TRAINING TOOK PLACE

WITHIN THE BUICK CITY PLANT ITSELF, AT THE EMPLOYE DEVELOPMENT CENTER

(EDC) IN FLINT, WHICH WAS A BUICK/UAW SUPPORTED FACILITY, AND AT THE

UNIVERSITY OF MICHIGAN.. FLINT.

PRODUCTION WORKERS WHO WOULD BECOME TRAINERS AND TEAM COORDINATORS

WERE GIVEN ADDITIONAL FACILITATION SKILLS TRAINING AT MOTT COMMUNITY

COLLEGE AND AT THE UNIVERSITY OF MICHIGAN.. FLINT. AS IN THE TECHNICAL

TRAINING, THE FACILITATION SKILLS INSTRUCTION BECAME MORE RELEVANT TO THE

JOB ASSIGNMENT,
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FUNDING FOR THIS TRAINING EFFORT BEGAN WITH APPROVAL OF A $1.2

MILLION GRANT IN QUIK START MONIES FROM THE STATE DEPARTMENT OF

EDUCATION. BY THE TIME THE TRAINING WAS COMPLETE, THE TOTAL ESTIMATE OF

TRAINING (THE REMAINDER FUNDED BY GENERAL MOTORS CORPORATION) EXCEEDED

$40 MILLION.

THE VALUE OF A PROGRAM SHOULD BE MEASURED BY THE RESULTS OBTAINED.

UAN AND MANAGEMENT PERSONNEL WERE ALSO ASKED THE QUESTION, "HAVE YOU

NOTICED AN IMPROVEMENT IN THE TRAINED EMPLOYE'S JOB SKILLS (PERFORMANCE)

DUE TO THIS TRAINING? THEIR RESPONSES WERE 88% YES, 12% NO.

SOME SPECIFIC STRENGTHS OF THE TRAINING WERE:

1. EVERYONE LEARNED

2. QUALIFIED INSTRUCTORS

3. A BASIC NEED TO UPDATE TECHNOLOGY IN ELECTRONICS AND

HYDRAULICS/PNEUMATICS

4. BASIC TRAINING CONDUCTED FIRST

5. MIXTURE OF DEPARTMENTS AND/OR PLANTS

6. DEPARTMENT RELATIONSHIP CLOSER

7. CROSS TRADE PARTICIPATION

ANY PROJECT, NO MATTER HOW LARGE OR SMALL, ALSO HAS WEAKNESSES. THE

BUICK CITY TRAINING COMMITTEE ADDRESSED THE CONCERNS AS THEY OCCURRED.

AT THE CONCLUSION OF THE CONSORTIUM TRAINING IN 1886, THE BUICK CITY

TRAINING DEPARTMENT HOSTED THE STAFFS FROM ?HE STATE DEPARTMENT OF

EDUCATION, GENESEE INTERMEDIATE SCHOOL DISTRICT, FLINT COMMUNITY SCHOOLS

AND MOTT COMMUNITY COLLEGE AT AN OPEN HOUSE WHICH INCLUDED A TOUR OF THE
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ASSEMBLY FACILITY. A LETTER OF APPRECIATION FROM LEE FURSE. PLANT

MANAGER, WAS PRESENTED TO THESE EDUCATORS.

THE TRAINING CONSORTIUM, COMPOSED OF THE THREE EDUCATIONAL

INSTITUTIONS, THE UAW AND BUICK CITY MANAGEMENT, RECEIVED A BUSINESS AND

EDUCATION PARTNERSHIP PROJECT AWARD IN 1984. THIS AWARD WAS SPONSORED BY

TEN STATE -WIDE EDUCATION AND BUSINESS ASSOCIATIONS AND WAS GIVEN TO

RECOGNIZE COOPERATIVE EDUCATIONAL PROJECTS INVOLVING SCHOOLS AND LOCAL

BUSINESS OR INDUSTRY.

A CAREER GUIDANCE INSTITUTE AWARD "FOR THEIR DISTINGUISHED EFFORTS

IN DEVELOPING AN EFFECTIVE RELATIONSHIP BETWEEN BUSINESS AND EDUCATION IN

THE COMMUNITY" WAS PRESENTED TO MOTT ADULT HIGH SCHOOL AS A FINALISTFOR

BEST PROJECTS, 1986. THE AWARD WAS SPONSORED LOCALLY BY THE BUSINESS AND

EDUCATION COORDINATING COUNCIL OF FLINT.

INTERVIEWS WERE CONDUCTED WITH FAMILIES OF STUDENTS TO DETERMINE THE

EFFECTS THE TRAINING MIGHT HAVE HAD ON SPOUSES AND CHILDREN OF THE

TRAINEES. SOME QUOTES FROM THESE INTERVIEWEES ARE AS FOLLOWS:

QUOTES FROM SPOUSES:

"I THINK THE MOST IMPORTANT THING IS THAT IT REALLY MEANT A LOT

TO HIM. FOR HIM, IT WAS KIND OF EXTRA SPECIAL."

"IT GAVE HIM RESPECT FOR HIMSELF KNOWING THAT HE COULD GO BACK

TO SCHOOL AND GRADUATE FROM THAT PROGRAM."

"IT GAVE HIM RESPECT, IT GAVE THE FAMILY MORE RESPECT FOR HIM."

"WE HAVE OLDER BOYS AT HOME WHO HAVE GONE THROUGH COLLEGE AND

SO THEY HAD A LOT IN COMMON AND HAD A LOT TO TALK ABOUT."
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QUOTES FROK CHILDREN:

"WHEN HE WAS IN HIGH SCHOOL HE WAS A REAL TERROR AND WHEN HE

WAS BACK IN SCHOOL HE WAS BEING THE GOOD KID."

~YES, HE BROUGHT HOMEWORK HOME - -NO, I DIDN'T HELP HIM."

SEVERAL STUDENTS RETURNED TO SCHOOL AS A RESULT OF THE INCENTIVE AND

'ENCOURAGEMENT THEY RECEIVED IN TRAINING, SEVEN STUDENTS ARE KNOWN TO

HAVE COMPLETED THEIR HIGH SCHOOL DIPLOMA REQUIREMENTS AND AT LEAST TWELVE

RECEIVED A GED AS A DIRECT RESULT OF THIS TRAINING PROGRAM. MANY HAVE

ENROLLED IN COLLEGE CREDIT CLASSES BECAUSE OF THE INFLUENCE OF THIS

TRAINING.

THE MOST OBVIOUS ASSET OF A TRAINING PROGRAM SHOULD BE THE SKILLS

ACQUIRED BY THE PARTICIPANTS, SCORES AND EVALUATIONS WERE TESTIMONY THAT

THIS BENEFIT WAS REALIZED. TRAINING SHOULD ALSO HELP THE PARTICIPANT ON

THE JOB, WHEN ASKED, "DID YOU FIND THE TRAINING HELPFUL ON THE JOB?",

62% OF THE STUDENTS REPLIED, "YES".

ATTITUDE WAS SEEN AS AN ASSET, ESPECIALLY WHEN MANAGEMENT JUDGED

EMPLOYES OR WHEN WORKERS JUDGED CO- WORKERS. ATTITUDE CHANGE WAS NAMED AS

A POSITIVE RESULT OF TRAINING BY MANAGEMENT AND IT WAS ALSO CITED AS AN

ASSET BY SOME OF THE EMPLOYES.

THE BUICK CITY TRAINING DEPARTMENT IDENTIFIED THE ASSETS IN THE

FOLLOWING STATEMENTS: "EMPLOYES ARE TRAINED IN A TRAINING ENVIRONMENT,

THE COST TO BUICK CITY IS REDUCED AND THE IMAGE OF BUICK CITY IMPROVED

WITHIN THE COMMUNITY. IN RESPONSE TO MR. PURSE'S REQUEST, THE FOLLOWING

BENEFITS WERE IDENTIFIED BY THE EDUCATIONAL CONSORTIUM. THE PROGRAM HAD

POSITIVE EFFECTS BY MEETING AND WORKING WITH STAFFS OF THE OTHER

CONSORTIUM ORGANIZATIONS. SPECIFICALLY THE INCREASED UNDERSTANDING OF THE
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MISSION AND WORK FOR EACH MEMBER INSTITUTION. THERE WAS AN INCREASED

AWARENESS OF THE EDUCATIONAL NEEDS OF FLINT AREA ADULT POPULATION. IN

TURN. PROGRAM PARTICIPANTS HAD A NEW UNDERSTANDING OF THE EDUCATIONAL

SYSTEMS THEY FINANCIALLY SUPPORTED. INDIVIDUAL STAFF MEMBERS HAVE

INCREASED THEIR PROFESSIONAL KNOWLEDGE AND SKILL DUE TO THE DEMANDS OF

THE PROJECT GOALS. TEAMWORK PHILOSOPHY BECAME A TEAMWORK REALITY, AS

BUICK CITY ACTIVITIES REQUIRED SIDE-BY-SIDE EFFORTS BY STAFF MEMBERS

FROM EACH INSTITUTION. CONSORTIUM MEMBERS HAVE BENEFITED GREATLY BY

JOINING G.M. IN LOOKING TO THE FUTURE OF THE GREATER FLINT AREA, THE

NEEDS OF THE AUTOMOBILE WORKER AND THE ROLE THAT EDUCATION MUST PLAY IN

PREPARING FOR THAT FUTURE. INVOLVEMENT WITH UAW PERSONNEL SERVING ON

THE BUICK CITY TRANSITION TEAM HAS DEMONSTRATED THE VALUE OF EMPLOYE

INVOLVEMENT AND PARTICIPATION IN CHANGE."

WE WOULD LIKE TO LEAVE YOU WITH THE FOLLOWING RECOMMENDATIONS:

BASED ON OUR EXPERIENCE, WE BELIEVE THE KEYS TO SUCCESSFUL

RETRAINING EFFORTS IN INDUSTRY ARE:

A. AGREEMENT ON THE NEED FOR EDUCATION AND TRAINING.
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B. A TOTAL COMMITMENT FROM LABOR AND MANAGEMENT TO THE TRAINING

EFFORT. THE IMPORTANCE OF THIS COMMITMENT AND THE COOPERA-

TION THAT MUST BE DEMONSTRATED CANNOT BE UNDERESTIMATED.

C. SUPPORT FROM THE EDUCATIONAL INSTITUTIONS AND THE INVOLVEMENT

OF STATE AND LOCAL EDUCATIONAL AUTHORITIES. IT IS CRITICALLY

IMPORTANT THAT THIS SUPPORT PROVIDE ENOUGH FLEXIBILITY TO

MEET THE CHALLENGES OF NEW TECHNOLOGY AND THE MARKETPLACE.
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Chairman HAWKINS. Mr. Schmidt.

STATEMENT OF JERRY SCHMIDT, TRAINING MANAGER, THE
UNITED AUTOMOBILE, AEROSPACE, AND AGRICULTURAL IM-
PLEMENT WORKERS OF AMERICA, LOCAL 599, BUICK CITY CAR
STAMPING AND ASSEMBLY PLANT

Mr. SCHMIDT. Recognition ceremonies were held at the conclu-
sion of all training sessions, and certificates were awarded.

I think what I will do, in light of the fact that we have been
asked to summarize, is I will skip to some specific strengths that
we found of the training. And they are: everyone learned. There
were qualified instructors. There is a basic need to update technolo-
gy in electronics and hydraulics/pneumatics, and we did that. The
very basic strength was that the basic training was conducted first,
and there was a mixture of plants, mixture of departments that
were included.

We had some quotations from spouses and children. And I think
they are very interesting. I will read one of each. A quote from a
spouse: It gave the person respect, and it gave the family more re-
spect for him. And from the children: "Yes, he brought homework
home, but no, I didn't help him."

We would like to leave you with the following recommendations:
A, agreement on the need for education and training; B, a total
commitment from labor and management to the training effort.
The importance of this commitment and the cooperation that must
be demonstrated cannot be underestimated. And C, support from
the educational institutions and the involvement of state and local
educational authorities. It is critically important that this support
provide enough flexibility to meet the challenges of new technology
in the marketplace.

Thank you, Mr. Chairman.
Chairman HAWKINS. Thank you, Mr. Schmidt.
I will yield my time to the gentleman from Flint, Michigan.
Mr. KILDEE. Thank you, Mr. Chairman.
Let me ask this question of both of you, and you may respond.

What was the importance of your retraining efforts which you co-
ordinated with the local educational communities to your pktnt?
Has it made your plant more competitive with, say, the Japanese
producers? Has it made your plant more competitive within the
General Motors family because I know there is quite a bit of com-
petition within the General Motors family right now to produce?
How has it helped in competitionthe retraining efforts?

Mr. SCHMIDT. Mr. Kildee, as you know, the Buick City concept
was a brand new concept in the chain of events as General Motors
attempts to become more efficient and to upgrade its facilities. And
to answer your question specifically, yes, it has accomplished the
task of making Buick City more efficient. The retraining effort that
was done and the way it was done lent itself to that in that we
started from the concept of basic training, followed that through
with mid-tech and then hi-tech, and then brought the people into
the plant continuing the training with the vendors to upgrade their
skills to the maximum extent possible. And I feel that we did ac-
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complish our task in terms of being competitive and implementing
the new concepts of Buick City.

Mr. STEVENS. As far as the institutions on the outside, prior to
getting involved with them, each one of them has their own sepa-
rate entity. Mott Adult High School, Mott Community College
those types of folks had their own programs and the way they insti-
tuted them. This program brought all those folks together. We told
them, this is what we need. You have the experience and the ex-
pertise. Tell us how we can do it. The chain of events put those
folks working together now as one team rather than separate enti-
ties.

And I think that not only increased the image in the community,
but brought about a better working knowledge of the man in the
plant, what industry goes through and what type training has to be
given to the adults from the automobile industry. And I think your
colleges, your high schools, your assessments and everything else
folks taking the assessments found out that there was a lot things
they knew and a lot things they did not know.

And we have had such achievements from this program that we
had people complete their GED. We have had peopleone gentle-
man through the training, when his granddaughter graduated from
Central High School, he got his high school diploma because of that
training. We have had people go on to college. We have had other
people finish up college and motivated them to go on and get more
training, and as a result of it.

Now, that was basically one section of the plan. That was then.
You have to look into the future technology is changing all the
time. You cannot just quit. We have had to totally revamp our
training program to meet the needs of the plant because they are
building a product now. We have had to cut it down, and we have a
training center, as you know. It is 11 classrooms. We have got
almost a half a million dollars sunk into it at this pointsix robots
and so on.

But the thing of it is we have to continue to train these people
because every year the technology is changing. If we quit with that
phase one, we might as well give up. We just have to continue.

Mr. KILDEE. Let me ask you this. From my observation, when
you brought the consortium of various school or educational agen-
cies together, you provided both basic skills, math skills, for exam-
ple, and some technical training. Was that fused together quite
well with the various educational institutions to bring the basic
skills and then the application of those basic skills to technical
matters? Was that brought together well?

Mr. STEVENS. Yes. What brought that about is we sat down prior,
again, to meeting with the consortiumsat down with a cross sec-
tion of people from the plant, met with them for three days, had
the engineers come in. We talked to them. We went to Lake Oree
which was a plant that was built, spent two days giving them all
the information we knew from all our travels and everything else.
On the third day we said to them, we know as much as we do
about this project. You tell us what your needs are now.

That is what brought about the basic training. We had people in
there from five years out of school to 35 years, almost 40 years out
of school. And they said, hey, we need some refreshers. Therein is

.
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where Mott Aduli. High School played the first role. They started
the baiiics and the refresher courses. The mid-tech portion of it was
after they got their basics in line and kind of got them into a
thinking mode again.

And one of the things that those folksin going to school the
first week, week and a half, that fear of the unknown was there.
They were very competent in-plant doing whatever job they were
doing. Now they are sitting in the classroom v,ith their buddies,
and they are wondering if they are going to be showed up. But that
went away after a week. Those folks started coming together and
working as one.

In fact, the transition that we had with the Fisher plant folks
coming overthat went very well. We had probably close to 2,000
folks coming over from Fisher as a result of the project. And the
Mott Adult High School took care of the basics and the mid-tech.
And they got them prepared to go to college. And I say that when
they went to the college, they were ready.

We had very few things that we had to change. And we met
every two weeks with the schools and the students and the teach-
ers, and said, are there any problems. What adjustments do we
have to make, if any, and took care of that. And that was a joint
effort.

Mr. KILDEE. So, you brought really three groups together: lal-or,
management and the educational community within the communi-
ty.

Mr. STEVENS. And the vendors.
Mr. KILDEE. And the vendors also.
Mr. STEVENS. The whole intent of the training was to bring them

up to the point where they were prepared to go to the vendors.
That was the whole intent in bringing up there. And we had to
start someplace at the beginning. And we said to the folks out
there, you tell us what you need. And we built it from that point.

Mr. KILDEE. I found in that experience, which I thought was a
very good experience, that you found educational institutions,
many of whom have been operating separately for years, were
brought together serving the same student. Do you think that actu-
ally helped educate the educators there as to what their role in a
community might be?

Mr. SCHMIDT. I think if you look at what took place where you
had management, labor finally coming together agreeing on a
focus, that effort then pulling in the various educational institu-
tions within the Flint communityand I think you said it, Mr.
Kildee, that they operate quite independently or did operate quite
independently. Pull that all together for a common goal, it definite-
ly provided insight from both the educational institutions to the
Buick City plant, which is industry, and the other direction from
Buick City gaining some insight into the educational community.

And I guess we would not havein my opinion would not have
accomplished that goal had we not had this opportunity to retrain
for the start-up of the plant.

Mr. KILDEE. One final question, Mr. Chairman.
You had to really come on-line because Buick City was really

changing its method of manufacturing dramatically and drastical-
ly. You had to come on-line. You talked about a Quik Start on the
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state level. Would it be helpful if we addressed ourself to some type
of Quik Start on the federal level to help bring these programs on-
line to respond quickly to the needs of a manufacturing concern?

Mr. Sommer. One of the things that outside money did for us is
it encouraged us to involve the educational community, together
with labor and management, for the retraining structure. Had we
not had outside money, we would have probably started with the
vendor training, which is an area where we normally start, and ig-
nored the needs of the majority a: the people who needed to begin
to build and refresh their skills from a basic and a mid- tech stand-
point.

I would say that from my perspective we would encourage any
kind of support and funding and to have that come from a federal
level, as well as from a state level, and include in that a lot of flexi-
bility in terms of being able to make changes when changes are
needed midstream as we had to do several times, as well as to have
it flexible enough so that from a particular site, maybe one located
in Flint, to another one located in another community, that that
flexibility is there for each of the areas to model what they need to
meet their needs.

Mr. KILDEE. So, let labor, management and the educational insti-
tutions determine this structural model rather than having one im-
posed or saying, here's a model for you to use. Let you work out
the model you need for your own particular needs.

Mr. Sommer. Each area will be different.
Mr. STEVENS. The flexibility has to be built in there for that be-

cause our particular plan worked for us, and we had some glitches
in it. And we tried to work them over. And you are looking back.
There are things that you would do differently. But you could take
a smaller business as an example. And you talk about the Quik
Start from the federal level on down. I guess, yes, if you look at
something like that, it might then tell people, hey, there is total
support all the way down through.

But along with that, I think they ought to have some type of
study teams that get in there and get something going before they
people are out the door, and say, hey, look, there is a possibility
due to sales or whatever. And new technology is on-stream. We
cannot forget that. Let's see if we cannot go in and do something.
And if those people want that, and all parties are willing to do
something, the funds are available down through the different
steps to help those folks rather than after they are unemployed.

Mr. KILDEE. Thank you, Mr. Chairman. Thank you for more than
the five minutes. I appreciate that.

Chairman HAWKINS. Mr. Jeffords?
Mr. JEFFORDS. No questions at this time, Mr. Chairman.
Chairman HAWKINS. Mr. Ballenger?
Mr. BALLENGER. Yes, sir, if I may. Thank you very much, Mr.

Chairman.
First of all, I would like to commend you. To me it is one of the

best examples I have ever seen of a whole community getting to-
gether and facing a problem that obviously came to Flint, Michi-
gan.

One point came to my mind, and you mentioned flexibility. I was
just looking at the dollars and cents that you have. I do not know
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what Quik Start is, whether that is a federal or state funded oper-
ation in Michigan. Do you know?

Mr. SCHMIDT. Quik Start is state funded. However, I believe that
there are some federal monies involved, or there were some federal
monies involved.

Mr. BALLENGER. J.T.P.A. or something like that?
Again, I would like to say because of the effort you made, it ap-

pears that whatever Quik Start money there was seems to have
been compounded substantially. I know there is $1.2 million, it
says, grentQuik Start monies from the state Department of Edu-
cation, which was followed by $40 million from General Motors,
which I think compounds what I have just said about the comi.mni-
ty working together along with the industry itself.

But you mentioned the flexibility. And having worked in my
home in orth Carolina with federal programs at one time or an-
other, the idea. that generally speakingfederal money just does
not come flexible. Usually it comes with strings and so forth and so
on. I would hope that somewhere along the line when we design
whatever programs we may come up with around here, that we
would leave the flexibility in there for--as you say, each individual
area is going to have a different way of approaching this. thing.

In my past experience with federal money, usually you get a
straightjacket with it that really precludes you from doing the best
job that is possible. And I would hope that our committee here
would go along with the idea that let folks at the local level do the
best job they can with few strings.

Thank you very much, sir.
Chairman HAWKINS. Thank you.
Mr. Owens?
Mr. OWENS. No questions, Mr. Chairman.
Chairman HAWKINS. Mr. Hayes?
Mr. HAYES. Just one. I want to commend you too, as others have

done, for what apparently was a well-rounded, fully supported,
broad-based effort to save the plant in Flint.

The question that I raise has to do withyou mention 4,500 em-
ployees I think now. Is that right?

Mr. SCHMIDT. That is correct.
Mr. STEVENS. That was.the number at that time, yes.
Mr. HAYES. What is the number now?
Mr. STEVENS. Presently?
Mr. HAYES. Presently.
Mr. SCHMIDT. 4,500. That is the current number.
Mr. HAYES. I am trying to getI notice you have some 223

robotsthey obviously replace some human handsand 150 auto-
matic guided vehicles in the plant. Did you lose a ly employees? Or
did the plant expand by that?

Mr. STEVENS. The automatic guided vehicles replaced the convey-
or that carried a motor.

Mr. HAYES. Oh.
Mr. STEVENS. And what they did in place of thatyou now have

the automatic guided vehicle on the floor that takes it from station
to station, and ergonomics was taken into consideration where the
job now comes up to the employee. He does not have to bend over
or twist or anything. There was a lot of things built into that. And
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you have that for the chassis, which was on a conveyor system, and
the engine.

RobotsI am sure there was some change in manpower because
of robots, but

Mr. HAYES. I am not against it. I think it is good and well that
you retrain people and bring them up to the age we live in. But
ofttimes there are casualties, people who do not make it, who are
not able to conform with the new regulations in the technological
age we live in. And what happens todid you have any in Buick
City who we could categorize as casualties as a result of this re-
training program?

Mr. STEVENS. We had some people that resisted to some degree,
but once they got into the program, they found out--you know, it
was just fear is what it was.

I think if you are talking about one casualty, yes, we had one
casualty. And we just kept the flexibility built in there because
now here is a person that is going into the classroom, and all of a
sudden his blood pressure is way up. And it is either him having a
heart attack because of his health conditions, or going back to
work. So, we just put him back on the floor. We just did not give
him an training, and he is still there.

Mr. HAYES. No, I am going much beyond that. General Motors
has recently notified some 13 or so different plants that they are
going to close down. Some of them are not in my district. They are
in the Chicago area. And I am just trying to see if it is possible
through this kind of program to maybe salvage some of those
plants and some of those jobs. I do not know. But they have just
statedthey have just issued the notice. People are concerned
about what is going to happen to them. That. 4; the reason I raise
the question.

Mr. STEVENS. Had we not done this back then and got our plan,
we would have had between the Fisher 1 plant closing and Buick
assembly closing, over 6,000 people out on the street.

Mr. ILIaEs. Thank you, Mr. Chairman.
Mr. KILDEE (presiding). Mr. Sawyer.
Mr. SAWYER. Thank you, Mr. Chairman.
Just a comment before I ask a couple of questions. It seems to me

that what you are doingI do not want to use a word like "invent-
ed" because I do not think you have invented, but you are in the
process of inventing a whole new approach to human reuevelop-
ment and the retooling of the human work force in the work place.

It seems to me that what you have done is to take the infrastruc-
ture of the whole range of educational institutions and focused
their skills and tools, as well as those of the vendors, on the work
place itself as a productive test bed, a place wherein that retooling
can take place instead of sending people out to do their own shop -
ping.

Mr. Ballenger mentioned a tendency that we haw: around here
both to so constrain the programs that we seek to bring about that
they cannot function. And when we find that not to work, that we
go over to the opposite end and argue that we ought to completely
unfetter that kind of approach and offer the opportunity for the
worker who needs retraining to go out and shop m the marketplace
among all of the diverse folks who offer retraining of various kinds.
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I have heard you comment about the importance of flexibility.
And I buy that entirely. Could you comment on what might have
happened had you taken that other extreme and provided credits
or certificates or the equivalent cost of the retraining that has been
invested in this program to individual workers to go out and find
their own way in the marketplace?

Mr. SCHMIDT. The question as I understand is rather than have
the company direct the retraining program, that the monies would
be made available directly to the participants, or as we choose to
call them students, to go retrain themselves.

Mr. SAWYER. Yes. That if all the resources were available in the
community and conceivably by a completely unfettered approach,
that they might have been given the financial equivalent of what
you spent on them and urged to go out and find their own way.
That is essentially the thrust of the question.

Mr. SCHMIDT. I am not sure if that would have directly related to
the situation that we had. And again coming back to the flexibility
issue, the situation that we had in our particular case that may not
exist elsewhere was that here are a ,group of General Motors em-
ployees who will be displaced unless the factory that we are in-
volved in can be upgraded, reconverted and new technology in-
stalled.

In our particular case, we could not allow the flexibility of indi-
vidual workers to go seek their own training. Because if we were to
have done that, they would have probably not sought after the type
of training that related directly to their job. And therefore when
they got to the new plant, the new work place, they would not have
had the skills that they needed.

Mr. SAWYER. It would not have worked in short?
Mr. SCHMIDT. It would not have worked.
Mr. SAWYER. Thank you. If we were to seek to offer the lessons

to other places in the country in a way that the effort would focus
on the work place itself, would we be well guided to do so?

Mr. STEVENS. I think that it can work. I think that what you
have got to do, and I mentioned that earlier, you know, yCII talk
about flexibility. Yes, it has got to be there, you know. But if you
take a small company or a large company, you have studied that.
And if you are running that company, you know whether your
profits are up or down or what you have got to do or layoff. And
what can I do to stop that layoff, or what can I do to make more
profits.

If you put a study team together, to have total input, and total
commitment and flexibility to make changes, anu then provide
some monies up front because you want to retrain, I think that you
are going to stay in business lc -tiger than somebody who sits back
and says let somebody else do it.

Mr. SAWYER. And would you urge us to me make sure that those
elements that you have mentioned, the management and the repre-
sentatives of the work force within the plant itself, the kinds of ele-
ments within the educational infrastructure and the working ven-
dors associated with that plant, are critical elements, and would be
common in most settings that we would seek to see this sort of
thing applied across the country?
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Mr. STEVENS. They are all key elements of getting the job done.
You have to touch all bases. You cannot leave anybody out.

Mr. SCHMIDT. I would caution, however, not to tie the hands of
communities to the same model that we were tied to. You may not
have the appropriate educational institutions, the cooperation of
labor and management that exists in every area, and still the criti-
cal need for retraining is there. So I would caution against tying
the hand- other communities in the same manner that the Flint
commuk.ay dealt with that problem.

Mr. SAWYER. May I continue, Mr. Chairman.
Mr. KILDEE. Certainly.
Mr. SAWYER. That raises another question then. If one of those

critical elements through no fault of perhaps one of the willing
participants were absent, if the bargaining unit was for one reason
or another reluctant to participate, uncertain of its own future or
the management of the plant, or if in fact there did not exist ap-
propriate training facilities within the community itself, is that the
sort of flexibility that we ought to say go ahead and proceed
anyway without that element, or that we ought to say find some
appropriate substitute for that element.

I guess I am asking you are all of those elements critical to the
success of the undertaking in your experience?

Mr. SCHMIDT. The concern that I would have is if you encouraged
and in a sense forced the community and the industry to find a
substitute for one of the missing elements, that the training proc-
ess might be hindered at that point.

Mr. SAWYER. I am trying to get to this point. We spend money
sometimes in ways that provide so much flexibility that when you
make the investmentanywhere a critical element is absent. We
say okay, go ahead and do it anyway. And we wind up with a for-
mula fer failure, because we did not understand just how vital it
was to have each of the elements represented in one flexible way
or another.

If for example the management of the plant were unwilling in
that particular setting to do it, and it was not a requirement that
there be a management-labor team coming together to form the
aegis for this, it just seems to me that we have got a formula for
failure there.

The form that it takes ought to be as flexible as all of the diversi-
ty of a country. But it seems to me that we ought to know what the
elements are that are critical to success.

Mr. SCHMIDT. Based on our experience, there would have been a
high degree of risk had we not had all of the elements focused to-
gether toward the common goal.

Mr. STEVENS. I think that one of the things that you are looking
for, too, is if you have got seven elements out of eight, what do you
do for the eighth one.

An example is the Saginaw factory of the future. They are going
through quite a change up there. They are getting 380 robots in
from GMF which we have in our plant. They were not in a position
to spend the monies to put a large training center in. So what they
did was contact us, and we worked in so many of their people with
so many of our people, and were given a period of time to train
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their folks, because they did not have the capital investment at
that time.

Those types of programs can be instituted, too. The Fisher I
plant which we know at the end of December is supposed to be
closed, we are working out some type of program now to give some
training hopefully that will help those folks to get another job.

So you know, there are other plants out there, too, that could
offer us some things. And maybe ..this type of study group that I
talked about earlier could take a look at that overall picture and
say we have got this here, so we could divert this money someplace
else and keep all of the key elements working at all times, just
have the locations where they are at. Then the money is well
spent.

Mr. SAWYER. Thank you, Mr. Chairman. Thank you very much
for your answers.

Mr. KILDEE. Thank you. I think that it has been an excellent line
of questioning. Perhaps Congress would not want to mandate a cer-
tain modality or a certain form, but it might want to encourage the
cooperation of the various elements to give incentives for the coop-
eration, or at least not for disincentives.

Very often our tax policy and various other policies of govern-
ment would put in disincentives. So perhaps we could make sure
that we encourage and give some incentives for such cooperation
between the various elements. And I appreciate that line of ques-
tioning, Mr. Sawyer.

Your testimony has been excellent. I know that your program
saved jobs in Flint. It brought together elements that had been
working separately for people for many years including the educa-
tional institutions. We brought people together there that had been
working at various levels of a person's development, and they came
together in four institutions.

Educational institutions could say here is a person who has
needs, basic skill needs and technical training needs. And they
came together and delivered those services to those people.

It is interesting, too, that not only did they give them the techni-
cal needs. But after that program, people had achieved internally a
great deal. They had perfected basic skills. They themselves felt a
lot better about themselves. And that is very important, I think,
too.

And I think in light particularly of Mr. Sawyer's questioning
here that if we can somehow give encouragement and incentives,
and certainly not disincentives for this type of cooperation, we
might have a good model for helping our workers perfect them-
selves. And I really appreciate your testimony here this morning,
and look forward to meeting again with you both here and back in
Flint.

Mr. STEVENS. We thank you very much for allowing us to be
here.

Mr. Scamnyr. Thank you very much, Mr. Chairman.
Mr. KILDEE. I think I will let Mr. Jeffords welcome the next

panel to the table there and join with the next pa-el. So I will turn
the mike, not the gavel but the mike to Mr. ireffords.

Mr. JEFFORDS. Thank you, Mr. Chairman. It is a pleasure to be
here. I am sorry that I have not been with you more this morning,
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because this is an extremely important hearing with respect to
what we can do to help our dislocated workers. Unfortunately, we
also had a hearing on dairy which is also an important issue for
my state ando the Farm Credit System.

We have an interesting panel coming up. As you may know, thp
worker readjuitment assistance program is the cornerstone of the
Administration's new proposal; to help our dislocated workers and
to tryto deal with the plant closings issue.

Under that propogal, we had six grants that were given to vari-
ous areas to try and fmd out just how this program would work,
one of those was in my State, Vermont. Canada has had a program
in existence for some time, and one that we modeled our bill after
and one the Brock task force came up with.

The Canadians have had excellent experiences in this regard. As
you may know, the Chairman and I have traveled to Toronto td
talk first hand to plant people who had worked there.

This morning we have with us Mr. Donald DeJong, the manager
of the Canada Industrial Assistance Service, which provides tre-
mendous lelp to the workers in assisting plants that are going out
of business, or relocating.

In addition, we have the Honorable James Guest, Secretary of
Development and Community Affairs in the State of Vermont. He
has taken an active interest in these problems, as Vermont has
had many plant closings as a result of the easing out of the textile
and machine tool industries.

Also we have with us today, Mr. Robert Leech, who is the chair-
man of the Goodyear Manpower Reemployment Committee. He is
also President of business, planning and improvement of businesses
in Brownsville, Vermont, a beautiful little community nestled in
the hills.

The Goodyear plant gave its workers six months notice. And as
you know, plants around the country are doing similar things.

So I am very pleased to be here with these distinguished gentle-
men and look forward to listening to their testimony.

Mr. KILDEE. I welcome all of them here this morning. Mr.
DeJong, from Canada. I note every day as I drive by that the Cana-
dian government is building their Embassy on Pennsylvania
Avenue. We are delighted to see that. I noticed that they work
with the Congress and the White House, because they are in be-
tween the Congress and the White House in that location. As a
matter of fact, a little closer to the Congress.

I know that President John F. Kennedy would be delighted to
have the building there, as much as he was trying to rebuild the
Main Street of America, and Canada certainly is contributing a
great deal with the beautiful building for that Main Street. We
welcome you here this morning.

Mr. DEJONG. Thank you.
Mr. KILDEE. Shall we start out with Mr. DeJong.

STATEMENT OF DONALD DEJONG, MANAGER, CANADIAN
INDUSTRIAL ADJUSTMENT SERVICE

Mr. DEJONG. I would like to thank you for extending an invita-
tion for a representative of the Industrial Adjustment Service of
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Employment and Immigration Canada to appear before you today.
It is indeed-an honor.

This presentation will provide a very brief description of the In-
dustrial 'Adjustment Service, its mission, objectives, principles, cri-
teriw and administration.

But before I. start I, should put in context the fact that the Em-
ployment and Immigration-Commission is in fact a federal agency
that has -a responsibility for direct delivery of-service to the public
at the local level. And like our other programs, the Industrial Ad-
justment Service is highly decentralized, and is delivered through
our regional offices located in each province.

The Industrial Adjustment Service_ or I will call it IAS, if you do
not mind, was established in 1963 under its original name, "the
Manpower Consultative Service, to promote joint action by employ-
ers and employees in dealing with human resource problems.

At that time, automation and resultant work force reduction
were the prime concerns. The mandate of the program was broad-
ened from downside adjustment in the mid-1970s to include upside
adjustment or human resource problems accompanying plant ex-
pansion or other technological change.

IAS is a vehicle that addresses employment adjustment and
human resource planning resulting from layoffs, terminations,
threat of layoff, plant expansion and start-up, technological change
and other work place problems.

Now we have only a sense that the rate of work force change in
Canada is increasing. But we know that the demand for our pro-
gram rose dramatically in the early 1980s.

The objective of IAS is to encourage workers and management to
work together to identify and find their own solutions to work
force problems. IAS facilitates and expedites work force adjust-
ments, and' by doing so encourages and facilitates necessary eco-
nomic, teChnolegidal and other industrial changes.

I should add that IAS assists not only at the firm level, but it
also assists at association and community levels to address worker
adjustment needs.

It operates based on several key principles. They are that to be
successful that participation must be voluntary. In adjustment situ-
ations, the impact is on the firm and the worker, so we believe that
the key to finding the best solution lies in joint employer-worker
action through formally structured committees.

Another principle is that private sector adjustment or private
sector initiatives sometimes require government support. And
through advanced planning, preventive and timely action can be
taken in solving adjustment situations.

We believe that a flexible non - bureaucratic approach is most ef-
fective. And finally, it is essential that the collective bargaining
process cannot be interfered with. Whenever there is a collective
bargaining problem, we simply have to withdraw.

I.A.S. provides a range of services. For firm level agreements, we
normally have a 24 hour response time. And depending on the com-
plexity of negotiations, the agreement is usually signed within one
week.

Financial assistance covers allowable expenses related to the
work of the joint labor-management committee. And while IAS
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does not provide direct financial support for training and recruit-
ing expenses that arise out of the committee's deliberations, IAS
can use othencommission,programs and services, and technical as-
sistance is provided to the joint committee by an experienced offi-
cer. And if necessary, and I repeat only if necessary, adjustment or
assistance is provided to gain access to other public programs.

The .IAS approach is structured in the following way. A formal
agreement is signed with all interested pw.ties essentially includ-
ing the worker representatives and the employer, and sometimes
or often including other government departments and agencies.

The agreement covers the financial, terms, and conditions under
which the Joint Adjustment Committee` operates, and sets out the
responsibilities and objectives of the committee.

The adjustment committee has equal representation from the
employer and the employees. The Workers and management choose
an independent chairperson from business, labor or university com-
munities.

Our service normally reimburses up to 50 percent of the joint
committee's expenses including the chairperson's fee, committee
administratioh, 'Wages of committee members while they are serv-
ing on the committee, and research on issues such as productivity
and management systems.

NoW under our regulations for cost share agreements with indi-
vidual enterprises, the Commission can reimburse up to $200,000 of
committee expenses. And for nonprofit organizations and for bank-
ruptcy situations where we have to -pay 100 percent, our limit is
$100,000.

However, our average agreement is much less expensive. For ex-
ample, the average cost of IAS agreements in layoff situations com-
pleted during last year was $14,600 for a total cost of which our
share, remember that must of this is cost share, our share was
$6100.

In a layoff situation, the committees usually spend quite a bit of
time convincing themselves that the layoffs are inevitable. Busi-
ness plans are reviewed, sources of funding are explored, and the
adverting of layoffs through work sharing agreements or early re-
tirement plans are considered. If the layoff is indeed considered in-
evitable, then the committee gets down to the business of helping
each affected worker.

The committee registers all effeded workers who wish to help or
wish help in finding alternate employment in order to determine
both their current skill level and their experience, and the prefer-
ences of those workers for the type and location of employment.

Typically about 80 percent of the workers affected seek assist-
ance. The other 20 percent seem to want to do it on their own.

The committee explores the possibility with the firm itself for
providing alternative employment either in other locations or in
other operating elements of the same location. Relocation assist-
ance or training may be required at that point.

The committee taps the contacts of the chairperson, the employ-
er, and worker representatives for potential employment opportu-
nities. In other words, competitors, suppliers and customers using a
direct sales approach.
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Most of the labor market in Canada, about 75 percent, is not or-
ganized by placement agencies, and it is the unorganized part of
the labor market that we try to tap using these contacts.

The committee arranges for such measures as creative job search
techniques through either our own employment centers or through
provincial agencies, whichever they Wel is the best in their area.

Oftentimes we will provide financial counseling to deal with debt
management and how to deal with severance pays. Because after
all, these people are on one hand facing unemployment, and on the
other hand they are going to get the biggest paycheck of their life
if they have a large severance pay.

The committee arranges for registration of workers for Unem-
ployment Insurance, and arranges for other commission and pro-
vincial programs where warranted.

In 1985-1986, completed Industrial Adjustment Service agree-
ments which were signed at the firm level covered 47,000 workers.
Of these, 32,000 requested assistance, and aboukin fact 28,000 were
in*fact helped. This was at an average cost of $321, but that includ-
ed the private sector contribution. The average cost to us was $115
per worker assisted. I guess that our batting'average was about 88
percent in that case in 'that year.

We ad a program evaluation that was conducted in 1985, end
the penod covered was 1982-1983. It was a time of fairly deep eco-
nomic recession in Canada and high unemployment. Based on
interviews and surveys of employers, workers and committee chair-
persons and a panel of experts, the evaluation found that the In-
dustrial Adjustment Service to be well serviced by its officers, and
delivered° quickly, flexibly and effectively. The evaluation also
found the general view that the IAS approach had contributed to
an overall improved labor-management relation atmosphere. That
is hard to quantify, though.

The evaluation also analyzed the cost effectiveness of IAS, and it
was found that the program cost in 1982-1983 was some $93 per
participant while saving $710 per participant in layoffs avoided,
shorter periods of Unemployment Insurance, et cetera.

I will end this presentation by reiterating the message that IAS
is based on the concept, that the private sector solutions supported
by government action to worker adjustment problems provide the
best results for us. Thank you, sir.

[The prepared statement of Donald DeJong follows:)
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I WOULD LIKE TO THANK YOU FOR EXTENDING AN INVITATION FOR A

REPRESENTATIVE OF THE INDUSTRIAL ADJUSTMENT SERVICE OF EMPLOYMENT

AND IMMIGRATION CANADA TO APPEAR BEFORE YOU TODAY. IT IS AN

HONOUR.

THIS PRESENTATION WILL PROVIDE A BRIEF DESCRIPTION OF THE

INDUSTRIAL ADJUSTMENT SERVICE, ITS MISSION, OBJECTIVES,

PRINCIPLES, CRITERIA AND ADMINISTRATION.

BEFORE I START I SHOULD EXPLAIN THAT EMPLOYMENT AND IMMIGRATION

CANADA IS A FEDERAL AGENCY BUT HAS A RESPONSIBILITY FOR DIRECT

DELIVERY TO THE PUBLIC AT THE LOCAL LEVEL. THE INDUSTRIAL

ADJUSTMENT SERVICE (IAS) IS A HIGHLY DECENTRALIZED PROGRAM

DELIVERED THROUGH OUR REGIONAL OFFICES LOCATED IN EACH PROVINCE.

YOU MAY BE FAMILIAR WITH IAS, BUT UNDER ITS ORIGINAL NAME, THE

MANPOWER CONSULTATIVE SERVICE. 1AS WAS ESTABLISHED IN 1963 TO

PROMOTE JOINT ACTION BY EMPLOYERS AND EMPLOYEES IN DEALING WITH

HUNAN RESOURCE PROBLEMS. AT THE TIME, AUTOMATION AND RESULTANT

WORK FORCE REDUCTION WERE THE PRIME CONCERNS. IAS' MANDATE WAS

BROADENED IN 1974 TO ENCOMPASS HUMAN RESOURCE PROBLEMS

ACCOMPANYING PLANT EXPANSION AND OTHER INDICES OF ECONOMIC GROWTH

AND MODERNIZATION.
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AS WE ALL REALIZE, INDUSTRIAL GROWTH AND DEVELOPMENT USUALLY

GENERATES NEW OR MORE EMPLOYMENT OPPORTUNITIES. HOWEVER, AS WE

ALSO KNOW, INDUSTRIAL AND EMPLOYMENT FACTORS OFTEN AFFECT EACH

OTHER IN A LESS POSITIVE MANNER.

ON THE ONE HAND, NEW TECHNOLOGY, PLANT RELOCATIONS, AND OTHER

ELEMENTS OF INDUSTRIAL CHANGE SOMETIMES DISLOCATE WORKERS. ON

THE OTHER HAND, HUMAN RESOURCE PROBLEMS MAY RETARD INDUSTRIAL

GROWTH, SUCH AS WHEN SHORTAGES OF SKILLED WORKERS SLOW THE PACE

OF CHANGE. AS A RESULT, IAS' MANDATE IS TO BALANCE BOTH SIDES OF

THE EQUATION, SO CANADA CAN HAVE AN ECONOMY CAPABLE OF GROWTH AND

ADAPTATION, WHICH DOES NOT PLACE AN UNDUE BURDEN ON SPECIFIC

INDIVIDUALS, GROUPS OR REGIONS.

IAS IS A VEHICLE THAT ADDRESSES EMPLOYMENT ADJUSTMENT AND HUMAN

RESOURCE PLANNIN3 RESULTING FROM LAYOFFS, TERMINATIONS AND THE

THREAT OF LAYOFF, PLANT EXPANSION AND START UP, TECHNOLOGICAL

CHANGE AND OTHER WORKPLACE PROBLEMS.

WE KNOW THAT THE DEMAND FOR IAS ROSE DRAMATICALLY DURING THE

EARLY 1980s AND WE NOTICE AN INCREASING DEMAND FOR COMMUNITY AND

ASSOCIATION AGREEMENTS AND FOR MOBILITY AGREEMENTS INVOLVING THE

RELOCATION OF WORKERS IN REMOTE, ISOLATED AREAS.
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THE OBJECTIVE OF IAS IS TO ENCOURAGE WORKERS AND MANAGEMENT TO

WORK TOGETHER TO IDENTIFY AND FIND THEIR OWN SOLUTIONS TO WORK

FORCE PROBLEMS.

IAS FACILIATES AND EXPEDITES WORK FORCE ADJUSTMENTS AND BY DOING

SO, ENCOURAGES AND FACILITATES NECESSARY ECONOMIC, TECHNOLOGICAL

AND OTHER INDUSTRIAL CHANGES.

IAS ASSIST FIRMS, ASSOCIATIONS AND COMMUNITIES TO ADDRESS WORKER

ADJUSTMENT NEEDS.

IAS WORKS FROM SEVERAL KEY PRINCIPLES OF LABOUR MARKET

ADJUSTMENT. THEY ARE:

TO BE SUCCESSFUL, PARTICIPATION MUST BE VOLUNTARY.

IN ADJUSTMENT SITUATIONS, THE IMPACT IS ON THE FIRM AND THS

WORKER AND SO THE KEY TO FINDING THE BEST SOLUTION LIES IN

JOINT EMPLOYER-WORKER ACTION, THROUGH A FORMALLY-STRUCTURED

JOINT COMMITTEE.

PRIVATE SECTOR ADJUSTMENT INITIATIVES SCMETIMES REQUIRE

GOVERNMENT SUPPORT.
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THROUGH ADVANCE PLANNING, PREVENTIVE AND TIMELY ACTION CAN

BE TAKEN IN SOLVING ADJUSTMENT SITUATIONS.

A FLEXIBLE, NON-BUREAUCRATIC APPROACH IS MOST EFFECTIVE.

FINALLY, THERE CAN BE NO INTERFERENCE IN THE COLLECTIVE

BARGAINNING PROCESS.

IAS PROVIDES A RANGE OF SERVICES. FOR FIRM LEVEL AGREEMENTS,

THERE IS NORMALLY OF 24 HOUR INITIAL RESPONSE TIME. DEPENDING ON

THE COMPLEXITY OF NEGOTIATIONS, THE AGREEMENT IS USUALLY SIGNED

WITHIN ONE WEEK. FINANCIAL ASSISTANCE COVERS ALLOWABLE EXPENSES

RELATED TO THE WORK OF THE JOINT LABOUR-MANAGEMENT COMMITTEE.

WHILE IAS MAY NOT PROVIDE DIRECT FINANCIAL SUPPORT FOR TRAINING

AND RECRUITING EXPENSES ASSOCIATED WITH IMPLEMENTATION OF THE

RECOMMENDATIONS OF COMMITTEE, IAS MAY USE OTHER EIC PROGRAMS AND

SERVICES. TECHNICAL ASSISTANCE IS PROVIDED TO THE JOINT

COMMITTEE BY EXPERIENCED IAS OFFICER. IF REQUIRED ASSISTANCE IS

PROVIDED TO GAIN ACCESS TO OTHER PUBLIC PROGRAMS (FEDERAL AND

PROVINCIAL).
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THE IAS APPROACH IS STRUCTURED IN THE FOLLOWING WAY.

A FORMAL AGREEMENT IS SIGNED WITH ALL INTERESTED PARTIES

INCLUDING WORKER REPRESENTATIVES, THE EMPLOYER, AND OFTEN OTHER

GOVERNMENTS OR AGENCIES. THE AGREEMENT COVERS THE FINANCIAL

TERMS AND CONDITIONS UNDER WHICH THE JOINT ADJUSTMENT COMMITTEE

WILL OPERATE, AND SETS OUT THE RESPONSIBILITIES AND OBJECTIVES OF

THE COMMITTEE.

THE ADJUSTMENT COMMITTEE HAS EQUAL REPRESENTATION FROM 'AM

EMPLOYER AND EMPLOYEES. THE WORKERS AND MANAGEMENT CHOOSE AN

INDEPENDENT CHAIRPERSON FROM THE BUSINESS, LABOUR OR UNIVERSITY

COMMUNITIES.

IAS NORMALLY REIMBURSES UP TO 50% OF THE JOINT

COMMITTEE'S EXPENSES, INCLUDING:

- THE CHAIRPERSON'S FEE

COMMITTEE ADMINISTRATION

WAGES OF COMMITTEE MEMBERS WHILE THEY ARE SERVING ON

THE COMMITTEE

RESEARCH ON ISSUES SUCH AS PRODUCTIVITY, MANAGEMENT,

SYSTEMS, ETC.
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UNDER OUR TERMS AND CONDITIONS, FOR AGREEMENTS WITH INDIVIDUAL

ENTERPRISES EIC MAY REIMBURSE UP TO $200,000 OF COMMITTEE

EXPENSES AND FOR NON-PROFIT ORGANIZATIONS AND IN BANKRUPTCY

SITUATIONS, IAS HAY REIMBURSE UP TO 100% OF COSTS TO A MAXIMUM OF

$100,000. HOWEVER, OUR AVERAGE AGUEMENT IS MUCH LESS EXPENSIVE.

THE AVERAGE COST OF IAS AGREEMENTS FOR LAYOFF SITUATIONS

COMPLETED DURING THE PERIOD FROM APRIL 1, 1986 TO DECEMBER 31,

1987, IS $14,600 OF WHICH EIC'S SHARE IS $6,100.

IN A LAYOFF SITUATION THE COMMITTEE USUALLY SPENDS SOME TIME

CONVINCING ITSELF THAT THE LAYOFFS ARE INEVITABLE. BUSINESS

PLANS ARE REVIEWED, SOURCES OF FUNDING ARE EXPLORED AND THE

AVERTING OF LAYOFFS THROUGH A WORK SHARING AGREEMENT OR AN EARLY

RETIREMENT PLAN ARE CONSIDERED. IF THE LAYOFF IS INEVITABLE THEN

THE COMMITTEE SEEKS TO HELP EACH AFFECTED WORKER.

THE COMMITTEE REGISTERS ALL AFFECTED WORKERS WHO WISH HELP TO

FIND ALTERNATE EMPLOYMENT IN ORDER TO DETERMINE BOTH THE CURRENT

SKILLS AND EXPERIENCE THAT ARE BECOMING AVAILABLE AND THE

PREFERENCES OF WORKERS FOR TYPE AND LOCATIONS OF EMPLOYMENT.

TYPICALLY SOME E.% OF THE WORKERS ASK FOR HELP.

THE CONHITTEE EXPLORES THE POSSIBILITY OF THE FIRM ITSELF

PROVIDING ALTERNATE EMPLOYMENT, EITHER IN OTHER LOCATIONS OR IN

OTHER OPERATING ELEMENTS AT THE SAME LOCATION. RELOCATION

ASSISTANCE OR TRAINING MAY BE REQUIRED
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THEN THE COMMITTEE TAPS THE CONTACTS OF THE CHAIRPERSON, EMPLOYER

AND WORKER REPRESENTATIVES FOR POTENTIAL EMPLOYMENT

OPPORTUNITIES, I.E. COMPETITORS, SUPPLIERS AND CUSTOMERS USING A

DIRECT SALES APPROACH;

IT ARRANGES FOR CREATIVE JOB SEARCH TECHNIQUE TRAINING THROUGH

CANADA EMPLOYMENT CENTRES (OR PROVINCIAL AGENCIES);

PERHAPS FINANCIAL COUNSELLING IS REQUIRED TO DEAL WITH DEBT

MANAGEMENT, SEVERANCE PAYMENTS, ETC.;

THE COMMITTEE ARRANGES FOR REGISTRATION OF WORKERS FOR

UNEMPLOYMENT INSURANCE; AKO

ARRANGES FOR OTHER EIC, PROVINCIAL PROGRAMS WHERE WARRANTED.

IN 1985-86, COMPLETED IAS AGREEMENTS WHICH WERE SIGNED WITH FIRMS

COVERED 47,254 WORKERS. OF THESE, 32,221 WORKERS REQUESTED

ASSISTANCE AND 28,447 WORKERS WERE ASSISTED AT AN AVERAGE COST OF

$321 PER WORKER (INCLUDING PRIVATE SECTOR CONTRIBUTIONS TO THE

AGREEMENTS). THE AVERAGE EIC CONTRIBUTION WAS $115 PER WORKER

ASSISTED. THE PERCENTAGE COMPARISON BETWEEN WORKERS REQUESTING

ASSISTANCE AND WORKERS ASSISTED IS 88%.
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AN EVALUATION OF IAS WAS CONDUCTED IN 1985. THE PERIOD

COVERED WAS 1982-83, A TIME OF DEEP ECONOMIC RECESSION AND HIGH

UNEMPLOYMENT. BASED ON INTERVIEWS AND SURVEYS OF EMPLOYERS,

WORKERS, COMMITTEE CHAIRPERSONS, AND A PANEL OF EXPERTS, THE

EVALUATION FOUND IAS TO BE WELL SERVICED BY ITS OFFICERS, AND

DELIVERED QUICKLY, FLEXIBLY AND EFFECTIVELY. THE EVALUATION ALSO

FOUND THE GENERAL VIEW THAT THE IAS APPROACH HAD CONTRIBUTED TO

IMPROVED LABOUR-MANAGEMENT RELATIONS.

THE EVALUATION ALSO ANALYSED THE COST-EFFECTIVENESS OF IAS. IT

FOUND THE PROGFAMCOST TO BE (IN 1982-83) SOME $93 PER

PARTICIPANT, WHILE SAVING SOME $710 PER PARTICIPANT IN LAYOFFS

AVOIDED, SHORTER PERIODS ON UNEMPLOYMENT INSURANCE, ETC.

I WILL END THIS PRESENTATION BY REITERATING THE MESSAGE THAT

IAS IS BASED ON THE CONCEPT THAT PRIVATE SECTOR SOLUTIONS

SUPPORTED BY GOVERNMENT TO WORKER ADJUSTMENT PROBLEMS PROVIDE THE

BEST RESULTS.
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Mr. KILDEE. Thank you very much, Mr. De Jong. Secretary James
Guest.

STATEMENT OF JAMES A. GUEST, SECRETARY, AGENCY OF
DEVELOPMENT AND COMMUNITY AFFAIRS, STATE OF VERMONT

Mr. GUEST. Thank you very much, Mr. Chairman. 1 em delighted
to have the opportunity to be here and talk about our experience
in Vermont with the Industrial Adjustment Committees. We are
proud of the fact that Vermont is the first state to have imple-
mented this approach to dealing with situations of plant closings
and substantial layoffs. And I would like to share some of our
thoughts from that Vermont experience.

I might just note, of course, that the best approach of all to po-
tential worker dislocation programs is to have a strong and vigor-
ously expanding economy, and we do have that in Vermont today
with an average unemployment rate that is at the lowest level in
over ten years, an increase in new jobs last year, and a rate of in-
crease that was 50 percent higher than the national rate. And we
ranked number one in terms of the rate of new bus!ness and corpo-
rations in the United States.

So overall, things are strong. But of course, even with a strong
economy, we have serious and any stata is going to have serious
individual situations which can have a devastating impact on work-
ers and their families. And that has what led us to look into and
then to implement this Canadian style approach to Industrial Ad-
justment Committees.

We started in the summer of 1986, and then again in the fall
with two companies in Vermont where we did establish the Indus-
trial Adjustment Committees. And we have heard different situa-
tions talked about today. In one case there was a plant closing, and
in the other case it was a substantial layoff. In one case it was due
to foreign competition, and in the other case it was not due to
international factors, and one was a unionized situation and one
was a non-union. So we really got a diversity of experience in deal-
ing with the two companies that have been involved here.

The first company was the Schmelzer Corporation of Bennington,
which was forced to lay off 87 or so employees out of something
over 200 oyer a period of several months last year. Schmelzer had
the situation, because they manufactured carburetor parts for Gen-
eral Motors. But as you know, cars have now gone to fuel injection
rather than carburetors. And basically, the market disappeared for
them. It was not an international competition problem m this case,
but the question that the market just dropped out.

We had been to Canada earlier in the year looking at the model
up there. We went to Schmelzer and said, hey, we think that we
have gotten an approach that makes sense for you. And initially,
they were not interested and turned down on the idea.

We went back and we gathered some more information from
Canada, and we offered a small amount of money to help support
that operation. And to their credit, the management did after
thinking it over decide to go ahead and participate. And they
would now say that they are very glad that they did, and that thq
experience was worthwhile.
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My staff met both with company officials, management and
workers. As I said, we paid for the hiring of a consultant who was
chosen by management and labor. They together made that deci-
sion. It was an independent consultant from outside who could
serve as a kind of neutral facilitator in the work here.

And the committee included, as I said, three from management
and three from labor. The committee itself had several meetings
and met regularly once a week to talk about ways that they could
try to find employment and ease the transition problem for the laid
off personnel.

They had their personnel manager put in twelve to fifteen hours
a week working, specifically on this project, and did a number of
things. They held weekly meetings with the employees who had
been laid off or who were about to be laid off. They had a job skills
survey to try to determine what skills the employees had, and how
they might match that up with other employment available in the
state.

They did a variety of things. Training procedures from writing
resumes to how to go about an interview, and to some individual
counseling on a particular job hunt or job hunting situation that
an employee had where he wanted _ome guidance or he or she
wanted same guidance or some help.

The committee worked very closely with the Vermont Job Serv-
ice, which is the local body working on job placement and training
in the area of Bennington. The committee took ads and the compa-
ny took out ads, made phone calls to employees, published a news-
letter that got circulated to the employees, and basically brought
people in and kept them informed.

And I can give you a couple of quotations from employees to did
participate in the first even one that we did in the state. One
woman at the point that she lost her job said, "I cried all day. I
live alone and I support myself, and it was very scary." She was
one of those who participated in those weekly meetings, got the
help on resume preparing and interviewing, found herself a job.

And after she got that job, she had this to say, "The committee
meetings definitely helped me get this job. I learned how to fmd a
job, how to write a resume and how to present myself."

Another employee talked about just the encouragement from this
process. In addition to actually some skills and finding a job he
said, "It is an encouragement. To get to meet with people in the
same position as you." And there is that kind of peer involvement
or peer interaction that helps avoid the situation where somebody
just feels lonely and left out there, and they do not know where to
turn.

An other person said that the effort helped to keep your spirits
up, and that carried over into successful job interviews. So in addi-
tion to the technical skills, just that kind of work made a differ-
ence.

The company itself also is quite pleased. They say basically that
it allowed them to maintain their positive image in the community,
and it met a corporate concern that they had there.

The other company where we had a program like this was the
Goodyear Company in Windsor, Vermont. In October, they an-
nounced that they were going to shut down. They were closing
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their production of their shoe plant. They make soles, rubber soles,
for 'Shoes, and that now has all gone offshore. They simply could
not compete in this case with the foreign competition, and an-
nounced that they were going to close.

They gave a substantial period of notice. This was back in Octo-
ber. They said that they were closing as of May 1st of this year.

Goodyear employees, 300 persons, which represents nearly two
percent of the total work force in that Windsor County area of Ver-
mont. Obviously, the impact was going to be devastating not only
to the individuals, but to the community as a whole.

We had been in touch with Goodyear, and knew that they were
trying to develop new markets, and reached a point where they
could not do that. And the day after they made the announcement
of the layoffs, we went there with officials from my agency and
with officials from the employment agency, talked with the union,
and talked with management, and suggested that they might want
to try this approach.

The original response from management again was to say we will
think it over, but there was a warinesr about the idea, because it
was in a sense breaking new ground. What we did was to encour-
age management to talk to the Schmelzer Corporation which had
already gone through this.

And after that, they got enthusiastic and said yes, let's partici-
pate, and the union and management got together and formed an
Industrial Adjustment Committee chaired by Mr. Leech, who is
going to speak to you later about the experience there.

One of the things that helped was the pilot federal grant pro-
gram that Congressman Jeffords talked about earlier. As the Con-
gressman said, we were one of six states to be selected to partici-
pace in that.

And again I think that the infusion of a little bit of government
money was useful. The company is paying a substantial part of the
cost of the project, and some money I believe is coming from the
union, but that sort of catalyst money from government was also
helpful.

Again they have got a committee that Mr. Leech can talk about
ranging from taking skills inventories to interviewing employees,
and assessing local labor markets. They held a very successful job
fair a couple of weeks ago, and basically finding ways to take ad-
vantage of all of the outside resources to help any employees re-
quiring training or educational assistance.

You will hear about how that is going. I might just mention one
other point on the Schmelzer situation. At last report, 75 to 80 per-
cent of the employees had found employment. So that was quite
successful. Some chose not to look for other jobs, but it has turned
out to be a success in terms of finding employment.

The other direction that we hope that committee will go at some
point is also trying to find ways, as the gentleman from Canada
has talked about, to avoid the layoffs or the close-down in the first
place through looking for new markets, new processes, new ways to
save money and so forth.

So the experience to date as far as Vermont is concerned has
been very, very positive. We will know more in a few months as to
how the Goodyear situation worked out. But we do know that ev-
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eryone is working together. And the notion of equal members of
management and labor working together with the neutral party as
a facilitator is an approach that both sides is saying is very con-
structive and positive.

Let me just-conclude by giving five or six what I would call sort
of lessons or observations from our experience in Vermont that will
carry over as we do things in the future, and hopefully will be
useful when and if a national program does get underway.

The state in this case or the government should not become in-
tensely involved in the committee process itself. Basically, govern-
ment should help set up the program, should help find the person
to chair it, and then step out of the picture and let the local people
from the company work together on their problems.

It needs a strong chair and a chair who is appropriate. There are
different situations, and there will be different kinds of persons.
You need a chairman or as a chairperson depending on the compa-
ny's particular situation.

The committee obviously needs to have confidence in the chair-
man. The committee have got to be a safe haven for employers and
employees, all within the company, to work out their problems and
not be a forum where it is a competitive one side attacking the
other. And that has not been the case in Vermont.

The program has got to be voluntary. You have got to have the
willing cooperation, we are convinced, from both labor and man-
agement, or the potential for it breaking down is very great.

All parties involved, as I mentioned, I believe should share in the
cost of the committee. There is something about buying into the
process. It is not really how much is being shared of the cost, but
the fact that it is happening I think encourages participation and
taking it seriously on the part of all parties.

You need very strong support from the area job services. The
local offices of our Department of Employment and Training have
been critical to the success of the program in Vermont in both in-
stances.

And obviously, it is important that all employees understand the
process and understand what the committee is doing and how it is
working, and that there be a lot of communication between the
committee and the employees. And again that has been successful
whether it is in meetings, or in newsletters or in other ways of
communicating as in both companies in Vermont.

So that in a nutshell is what we have done up there. It has been
very successful, our experience in Vermont, and it is clearly help-
ing both to ease the transition of the workers who are being laid
off and to speed the transition.

We heard some figures earlier in Canada, that the acceleration
of the time of finding another job when these committees have
been effect.

Both workers and management in Vermont would give very
strong positive reviews in terms of how it has worked in our state.
And my conclusion to you is that I think that the idea makes
sense.

As the gentleman from Canada said also, I think that it does
make sense where the private sector is basically doing it with the
catalyst coming from government. And I strongly support the pro-
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posal for a federal program to more widely encourage and stimu-
late support for these Industrial Adjustment Committees.

[The prepared statement of James A. Guest follows:]
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I em pleased to be here today, representing the Vermont Agency
of Development and.Community Affairs.

I'm proud of the fact that Vermont is the first state in the
nation to have implemented industrial adjustment committees with
companies facing closing or substantial outbacks, mnd I'd like to
share some thoughts from Vermont's experience.

Of course the best approach to worker dislocation problems is to
have a strong, vigorous, expanding economy. And in Vermont today our
economy is very strong indeed - with average unemployment of 4.7% in
1986, a 3.9% increase in new jobs compared to a projected 2.6%
nationally and a ranking of number one in the United States for new
business incorporations.

We are proud of the programs we have established which have
created such a favorable economic environment. At the same time,
however, we are as committed to helping the economically distressed
and displaced worker, as we are to maintaining a stable economy. And
we must put programs in place to help those displaced workers.

Industrial Adjustment Committee's (IAC's) are only part of an overall
effort established in Vermont to help ensure we have a healthy
economy. Here are some of the other programs we have in place:

Job Zones Laws were passed designating three job zone areas with
special incentives to attract new businesses and spur expansion in
areas of chronically high unemployment and low per capita income.

- -Vermont Training Programs-classroom-training courses are provided
and on-the-job training conducted in everything from machine tool
skills to electronics assembly to mid-level management and leadership
skills to workers in over 30 companies during the last two years.

Lift The new Lifetime Improvement in Training program combining
state and Carl PerkinivAct funds is designed to support innovative
vocational education projects that meet actual development needs.
The first project funded was a vocational training/upgrading program
in state of the art automotive electronics done in conjunc'Ion with
all the new car dealerships in the p.yject area.

While not directly related to the establishment of IAC'S, these
programs have proven to be extremely valuable in maintaining and
upgrading the skills of our workforce to meet the varying needs of
Vermont's industries.

Other programs are more clearly linked to our Industrial
Adjustment Committee efforts. For example, in our Business Call
Program, members of my Development Staff periodically visit key
businesses throughout the state. Through this regular contact we get
a feel for the overall health of a particular company and also keep
important lines of communication open between the private and public
sector.

Another initiative is our Early Warning System. This is a
cooperative effort with the the Department of Employment and Training
and the Economic Development Department. Through this program we
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Another initiative is our Early Warning System. This is a
cooperative effort with the the Department of Employment and Training
and the Economic Development Department. Through this program we
share internal confidential information About existing o potential
problems facing a company. The Early Warning System has, in several
cases enabled us to act in advance of a crisis. to take steps to uvert
potential closings.

It is always our hope that these and other programs can help
keep Vermont industries healthy and avoid the devastating economic
impact of plant shutdowns. Prevention is always the best cure. It
was this guiding concern that prompted us to establish the Industrial
Adjustment Committee program.

Vermont became the first state in the nation to have a company
form an adjustment council to prevent layoffs, following the model
that's been successful in Canada for over 15 years. We've used the
committees twice -- once to help a company facing lay-offs and
another on the verge of sitting down.

Vermont first had the opportunity to use the system 18-months
ago when the Schmelzer Corporation of Bennington was forced to
lay-off 87 of its employees. Schmelzer had manufactured carburetor
parts for General Motors, but suffered substantial business losses
because of the emergence of fuel-injection in automobiles.

After meeting with company officials, we paid for the hiring of
a consultant chosen by both management and labor to chair en
adjustment committee. A job skills survey was established and weekly
meetinge held with employees to assist them with a variety of skill
training procedures from resume writing to interviewing. We also
worked very closely with the Job Service and found employment for a
great number of the dislocated employees. Additionally, we worked
with the company to help them look at ways to diversify or add to
product liues. Schmelzer continues to employ 100 people in the area.

The "adjustment committee"--composed of three management staff,
three workers and an outside chairperson will help a threatened
company develop new processes, markets, products, financing,
marketing programs, and take any other steps to help a company avert
lay-offs or a plant shut-down.

October of 1986 Vermont had the opportunity to apply the lessons
learned in Canada, when the Goodyear Tire and Rubber Company
announced it was closing its shoe production plant in Springfield,
Vermont effective April 31, 1987. The shutdown was caused by the
loss of the shoe products market to foreign competition and the
possibility of a corporate takeover of Goodyear.

Goodyear employs 300 persons which represents nearly two percent
of the total workforce in the Springfield area. The impact of the
shutdown promised to be devastating, not only to the individuals
but the community us a whole.

With the assistance of a $20,000 federal grant and the
cooperation of the Goodyear Company and union o, ee have been =Vie to
establish a well balanced committee, three each from management and
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labor with an outside consultant as chair, that appears to be
functioning well.

It has taken a skills inventory of the workers, interviewed all
employees, conducted en assessment of the local labor market, held a
Job fair and has taken advantage of all outside resources to help any
employees requiring training or educational assistance.

We don't know how successful this program will ultimately be.
We do know, however, thit everyone has been working together to make
sure the future is bright for the 300 employees who have given so
much to Goodyear and the community.

As a result of our own experience and the research from Canada
we can conclude that:

1. The state should not become intensely involved in the
committee process. Essentially, the government unit should help set
up the program and then step out of the picture.

2. A strong chairman should be hired. The committee should be
a safe have for employers and employees to work out their problems,
not a forum for one side to attack the other.

3. The program must ba entirely of a voluntary nature. Without
willing cooperation from both labor and management the potential for
a breakdown in the process is great.

4. All parties involved should share in the cost of the
committee.

5. Strong support from area Job services is needed.

6. All employees must clearly understand the process and what
is,involved.

4



625

Mr. KILDE. Thankyou, Mr. Secretary. Mr. Leech.

STATEMENT OF ROBERT LEECH, CHAIRMAN, GOODYEAR
MANPOWER REEMPLOYMENT COMMITTEE, WINDSOR, VT

Mr. LEECH. Thank you, Mr. Chairman. I would also like to thank
you for inviting me here today. I would like to get right into the
committee responsibilities and what has occurred, to date. I would
just like to start with the demographics of the Goodyear Rubber
plant in Windsor, Vermont.

The Main product, as Mr. Guest said, is rubber soles for the foot-
wear industry. Goodyear has been located in Windsor, Vermont for
fifty years. In fact, their fiftieth anniversary was October, 1986.

The union in residence is the United Rubber, Cork, Linoleum
and Plastics Workers of America, an AFL-CIO-CLC

The total numi,r of employees is 300 workers. The breakdown of
that is prodtiction 217, maintenance 32, salaried and management
51. The estimated number of employees to either retire or transi-
tion to other Goodyear plants is 124. The estimated number of em-
ployees that will require training.assistance is 176 or 59 percent of
the total population.

This breaks down into the following. There are about 127 em-
ployees who have skills directly related to the rubber industry.
There are 19 employees who have possible transferable mainte-
nance skills. And about 30 employees have managerial skills.

Now some of the 30 employees with the managerial skills will
need training in _order to bolster these skills, so that they will be
marketable outside of the Goodyear Company.

Of the approximately 127 employees with skills directly related
to the rubber industry; we estimate that about 74 or 58 percent
will need extensive career counseling to help them identify a
change in careers.

Take a look at the fact that the average employee has worked
there some 21 years. And I have interviewed about 35 employees to
date one on one. It is not uncommon to ask.someone how long they
have worked there, and for them.to say 35, 36 or 40 years.

The 74 people, it could be even more than that. I have had a lot
of people just. sit there and tell me that we do not know what we
are going to & after the plant closes in May. It is probably for
most of them the. first job and only job that they have ever had.
And to do that after 21, 30 or 35 years is an a*ful scary venture.

The Windsor area labor market, the.labor market area of Wind-
sor of Vermont, and Claremont, New Hampshire will be directly af-
fected by the plant shut-down. The plant's reside in a total of thir-
teen towns and communities in and around Windsor and Clare-
mont, New Hampshire.

Therefore, the Springfield, Vermont labor market will also be Af-
fected. This is a labor market that has already experienced a loss
of 2000 jobs; over the past few years, which is a 33 percent reduc-
tion in manufacturing employment with no net growth.

The unemployment rate for the State of Vermont for the twelve
month period ending October, 1986 was 4.3 percent. The current
unemployment rate for the Springfield; Vermont labor market was
6.4 percent in October, 1986.
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The reemployment committee activities. We call it reemployment
activity, because we feel that that is really the focus of the commit-
tee itself, to assist people to be reemployed.

The activities performed to date. The first committee meeting
was on December 15, 1986. We provided an explanation of the com-
mittee purpose and overall mission. The committee meetings areheld weekly.

We also determined the method for keeping employees informed
which turns out to be the plant weekly newsletter. We created a
skills inventory analysis form, and circulated that throughout the
plant. About 200 employeei responded.

From the analysis of this fOrm, we created a computerized skills
inventory for each employee. This is used to assist in matching em-
ployee skills to job openings with companies that do not report
openings to the job services offices.

In addition, we surveyed employees to identify financial and re-
tirement planning needs, those interested in starting a small busi-
ness, those requirement resume writing' and job search assistance.

We also established a reemployment center in the plant. The re-
e:nployment center provides a private setting for one on one coun-
seling, which is where I have conducted the interviews for about 35
employees. It formally establishes the reemployment committee's
activities 'and efforts, and it provides a center for disseminating in-
formation in addition to the plant's weekly newsletter.

In February, Goodyear corporate industrial relations personnel
conducted employee information sessions for one week. The pur-
pose was to explain their benefit programs. This was done by age
group and years of service.

Also in. February, as Jim Guest spoke to earlier, there was a job
fair conducted on Saturday, February 28th. The Goodyear Compa-
ny was the host at a regional job fair that was jointly sponsored by
the local TV Channel 31 of' Vermont and New Hampshire job serv-
ices and the Goodyear Company.

Approximately 55 companies were represented, and approximate-
ly 1200 people attended the job fair. Over 150 Goodyear employees
attended the job fair. The reaction was very favorable by all par-
ties. It was a very positive reaction from both the company's repre-
sentatives and the individual employees who attended.

It is a little early at this point to tell the actual results; but there
have been many verbal comments made that there have been job
offers made to different individuals. But we are all in the process of
trying to follow up with that information.

The manpower reemployment committee is set up and conducted
employee information sessions on the following topics, job services
organizations and the services that taty provide. This was to allow
the employees to know exactly what they were and the kind of
ceunselmg and help that they could receive.

The entrepreneurship program. This is a program to train people
on how to go into their own small business. This is a program
being set up by the State of Vermont training office. We brought in
the Social Security people to explain Social Security benefits. We
conducted resume writing classes. We had information sessions for
the reemployment committee on TRA and Title III eligibility re-
quirements.
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There was also an information session for the reemployment
committee relative to the unemployment insurance guidelines.
There were many, many questions that the employees have. And
when you answer one question, they change it to another level of
the question.

So what we have done is we have taken the opportunity and
been coactive in bringing these organizations in to give direct infor-
mation to the employees.

We developed a matrix of possible needs and organizations which
would address those needs. This was required for resource identifi-
cation, and also for coordination in scheduling. This was done, this
matrix was developed with the cooperation from the Department of
Employment and Training of the State of Vermont.

I requested and received both from Vermont and New Hamp-
shire state offices information giving any overview of the current
labor market. This information_ included types of jobs available by
industry and by geographic area, and salary ranges for these posi-
tions.

This information gave the employees an idea of the current labor
market. As I said earlier, for many of the people, this was the first
glimpse at the labor market that they would be entering.

The activities schedule for March and April. For the month of
March, we have the assessment phase of the entrepreneurship pro-
gram. The small business training program will start, in fact it
starts next week on March 18th.

This is an excellent small business training program. The assess-
ment phase includes about 15 to 20 hours of one on one counseling
with individuals who believe that they want to go into their own
small business.

As a result of that, the individual really knows whether they
should be doing into small business at this point time, and also
what they will have to do in order to gain information and conduct
that business.

We will also conduct employees sign-up with job services in
March. We are going to continue the resume writing and job
search technique classes. These are critical to employees, as Jim
Guest spoke to earlier.

These individuals, most of them, have not written a resume prob-
ably some of them in their entire life, and for most of them it was
many years ago. And the whole idea of going out for a job is very
frightening to many people.

We are also providing financial and retirement planning sessions
in March. In April, the actual training classes for the small busi-
ness program will begin. And that will be conducted over a nine to
twelve week period.

We are going to continue the career counseling of individual em-
ployees. And also towards the end of April, we will have a sign-up
in the plant on Unemployment Benefits.

The following are some recommendations and observations that I
have made since being part of the committee. I would like to rec-
ommend and encourage that the government continue its efforts to
formally establish the concept of the Manpower Reemployment
Committee model and process as a means of assisting business.
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The benefits are many, but I have only listed a few here. Because
the concept calls for a partnership type of agreement between man-
agement, the union and the state, it evenly distributes the respon-
sibility for the results.

The state government through the outside chairman can be ac-
tively involved without appearing dictatorial. The committee's
focus and activities are all positive which helps to lower the em-
ployee anxieties and turn employees' attention towards positive ac-
tions for their future. The committee model also generates positive
press for everyone involved. It really turns out to be a win-win situ-
ation.

I would also like to recommend to maintain the outside consult-
ant as chairman. Because this position lends objectivity to all
issues and activities. The position also provides an objective party
to identify and resolve conflicts between parties.

The position provides an objective party to identify voids if any
in the state agency system, and to be able to assist in recommenda-
tions for improvement.

The other recommendation that I have is prior to selecting and
hiring the outside consultant as chairman, that the state should
perform a thorough assessment of the target company's situation to
identify the following. The major issues that would be involved in
that particular company. To determine if there is a labor contract
in place spelling out the terms of closure and separation. And to
also determine things like if that situation would call-for a la, r
expert to make recommendations to both parties relative to separa-
tion terms.

This analysis will help the state officials and the company in-
volved to determine the skills required by the chairman.

I would also recommend that the role of the chairman be clari-
fied as one of facilitator. It is important that the management and
union members of the committee take on most of the responsibility
for the various tasks to be performed. The chairman should counsel
and advise the committee and only be directive when the situation
requires leadership from the chairman.

There needs to be a formal and extensive orientatic._ of the
chairman to properly prepare this person to carry out their func-
tion. This should include an explanation of the process, the reem-
ployment model, the chairman's role in relationship to the commit-
tee, and also should include orientation of the state agency net-
work and the I.,ey contacts and department heads, and documenta-
tion and explanation of the various assistance grants available and
how they are administered.

These kinds of things are important because many times the in-
dividual from business or labor that is hired may have some appre-
ciation and association with the government system, but really one
cannot expect these people to know it intimately. So there should
really be a very thorough orientation of the chairmen so that they
can function smoothly.

I would also like to recommend that the federal government's
process for reviewing and approving Title III and TRA and other
grants should be expedited in these cases. It is extremely difficult
to begin the whole planning process prior to grants being approved.
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It is pretty difficult to talk to employees about all of the kinds of
services that might be available, because their individual question
is what is available and when are we are gong to receive it. With-
out knowing whether the grants have been approved, you really
cannot begin the planning process.

The important thing is to know as quickly as possible if the
grant applications and petitions have been approved, and the
money certainly can come later. Thank you.

[Additional imformation from Robert N. Leech follows:]
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March 12, 1987

Testimony for Education & Labor Committee
Prepared by Robert N. Leech, Consultant, hired by

The State of Vermont as Chairman of the Goodyear

Manpower Re-employment Committee

t DEMOGRAPHICS OF THE GOODYEAR RUBBER PLANT-WINDSOR, VT

- Hain Product- Rubber Soles for Footwear Industry

- Goodyear has been located in Windsor, VT for 50 years
(50th Anniversary was this past'October 1986)

- Union in residence - United Rubber, Cork, Linolium
and Plastic Workers of America,
AFL-CIO-CLC

- Total number of employees - 300

Breakdown
Production 217
Maintenance 32
Salaried/Management 51

- Estimated number of employees to either retire or
transition.to other Goodyear Plants.... 124

- Estimated number of employees that will require training
assistance.... 176 or 59%

Breakdown

'127 employees have skills specific to rubber industry
19 employees have possible transferable maintenance skills
30 employees have managerial type skills

(Some of the 30 employees with managerial skills will need
training to bolster these skills so they will be marketable
outside of Goodyear)

(Of the approximate 127 employees with skills specific to the
rubber industry we estimate that 74 or 58% will need extensive
career counseling to help them identify a change in career
direction)

p
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* DEMOGRAPHICS OF THE WINDSOR, VT - LABOR_MARKET AREA

- Labor Market areas of Windsor, Vermont and Claremont,
New Hampshire will be directly affected by the plant's
shutdown

- The plant's employees reside in a total of 13 towns
and communities in and around Windsor, VT and Claremont, NH

Therefore the Springfield, VT Labor Market will also
be affected - This is a Labor Market that has already
experienced a loss of 2000 jobs over the past few
years which is a 33% reduction in manufacturing employ-
ment - with no'net growth

- The Unemployment rate in the State of Vermont for the
12 month period ending October 1986 was 4.3 percent -

The current unemployment rate for Springfield, VT Labor
Market was 6.4 percent in October 1986
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* MANPOWER RE-EMPLOYMENT COMMITTEE ACTIVITIES

Activities Performed to-date

- First Committee Meeting - 12/15/86

. Provided.ezplanation of.Committee purpose and
overall mission

(Committee meetings held on weekly basis)

- Determined method for keeping employees informed
. Plant Weekly News Letter (Sample attached)

- Created a Skills Inventory AnalysisForm - circulated
same throughout the plant

. Over 200'employees responded
(Sample Form attached)

- Created a Computerized Skills Inventory for each employee
. This is used to assist in matching employees skills
to job openings with Companies that do not report
openings to the Job Service Offices

- In addition.we surveyed employees to identify:

. Financial &_RetirementPlanning needs

. Those interested in starting a Small Business

. Those requiring Resume Writting and Job Search assistance

- Established a "Re-employment Center" in the Plant
Provides a private setting for one-on-one counseling

. rormally establishes the Re-employment Committee's
activities and efforts

. Provides a center for disseminating information inaddition to the Plant's Weekly News Letter

- February - Goodyear Corporate Industrial
Relations personnelconducted employee information sessions for one week - Thepurpose was to explain their benefit programs

. This was done by Age group and years of service

- Job Fair - Saturday, February 28, 1987
Goodyear Company washost of a Regional Job Fair that was jointly sponsored by

Local TV 31, Vermont S. New Hampshire Job Services, and
Goodyear Company

. 55 Companies were represented

. Approximately 1200 people attended

. Over 150 Goodyear employees attended

. The Job Fair received very positive reactions from both
the companies represented and the individuals who attended
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Manpower Re-employment Committee has set-up/conducted
Employee Information Sessions on the following topics:

. Job Services Organizations and the services they provide

. Entrepreneurship Program. being set-up by the Vermont
State Training Office

. Social Security Benefits

. Resume Writting Classes"

TRA arid Title III eligability requirements - information
session for the Re- employment Committee

. _Information session for the Re-employment Committee
-relative to Unemployment Insurance Guidelines

Developed a Matrix of Possible Needs and Organizations who
would address those needs - (Sample attached)

. Required for resource identification and coordination

. This was done with cooperation from the Department of
Employment and Training - State of Vermont

- Requested and received from both Vermont and New Hampshire
State Offices, information giving an overview of the current
labor market.

. This informatidn included types of jobs available by
industry, by geographic area, and salary ranges for
these positions

. This information gave the employees an idea o!: the
current labor market - For many this was the first
glimps of the labor market they will be entering

* ACTIVITIES SCHEDULED FOR MARCH & APRIL 1987

March 87

Assessment Phase of the Entrepreneurship Program
. Employee Sign-up with Job Services
. Resume Writting & Job Search Techniques Classes
. Financial & Retirement Planning sessions

- April 87

. Actual Training Classes for the Entrepreneurship
Program - 9 to 12 weeks of classes

. Continue Career Counseling of employees

. Employee Sign-up with Unemployment Office
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RECOMMENDATIONS

- Continue efforts to formally establish the concept of
the "Manpower Re-employment Committee" Model and Process
as a means of assisting business

Benefits

. Because the concept calls for a "partnership"
type agreement between Management, the Union,
and the State, it evenly distributes the respon-
sibility for the results

. The State Government, through the outside Chairman,
can be actively involved without appearing dictorial

. The Committee's focus and activities are all positive
which helps to lower employee anxieties and turn em-
ployees attention toward positive actions for theirfuture

. Generates positive press for everyone invloved
"Win- Win Situation"

- Maintain the "Outside Consultant" as Chairman
This position:

. Lends objectivity to all issues and activities

. Provides an objective party to identify and re-
solve conflicts between parties

. Provides an objective party to identify voides, if
any, in the State Agency system and be able to assist
in recommendations for improvement

- Prior to selecting and hiring the Outside Consultant asChairman tlie State should perform a thorough assessment of thetarget company's situation to identify:
. The issues (major) involved

. Determine if there is a Labor Contract in place
spelling out the terms of closure and separation

. Determine if the situation would call for a LaborExpert to make recommendations to both parties
relative to separation terms

This analysis will help the State Officials and the
Company involved determine the skills required by the"Chairman"

'636



'635

- Recommend that .the role of the Chaim,- be clarified as
one of "FacilititOr"

. Iti is important that the Management and Union members
of the:Committee take on most of the responsibility
for the various tasks to be performed

. The Chairman should counsel and advise the committee
and only.be directive when the situations require
leadership from the Chairman

- There needs to be a fOrmal and extensive orientation of the
Committee Chairman to properly prepare this person to carry
out their function:

. Explanation of the Process and the Chairman's role
and relationshili'to the Committee

. Orientation of the State Agency network and the key
contacts and Department Heads

. Documentation and explanation of the various Assistance
Grants available and how they are administered

- The Federal Government's process for reviewing and approving
Title III, TRA, and other grants should be expedited in
these cases

It is extremely difficult to begin the planning process
prior to the grants being approved

. The important thing is to know as quickly as possible
if the grant applications and petitions have been
approved - the money can come at a later date

Respectfully submitted,

'Xivg-t-77
Robert N. Leech
President

BPI Business Planning & Improvement
P.O. Box 334
Brownsville, VT 05037
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THE GOODYEAR TIRE A RUBBER COMPANY WINDSOR. VERMONT

No. 49 2-19-87

T.R.A. BENEFITS APPROVAL

We received word today that the application for Trade Readjust-
ment Assistance benefits have been approved.

The. application for these benefits was submitted by Local #289
for all Goodyear - Windsor employees.

The benefits included are:

1. Extension of unemployment benefits for en additional
twenty-sixweeks.

2. Additional. retraining money which will be requested by the
Vermont Department of Employment and Training.

3. Job Search allowance for travel to interview for jobs outside
the commuting area.

4. Job relocation' allowance which will pay for moving expense.
travel expense to a new location and up to an $800.00 re-
settlement allowance.

JOB FAIR

There have been nearly fifty (50) employers from the region who
have indicated they will be here at Goodyear for the Job Fair
on Saturday. February 28th.

Some of the employers who hive said they would attend include:

Ascutney Ht Resort. Dartmouth Printing. U.S. Army. Encore Shoe.
V.A. Hospital, American Brush. Geographic Data. N.H. Vo-Tech;
Customized Structures. Hartford Area Vocational Center. Spring-
field Hospital, Dartmouth Woolen Hills. UVH Continuous Education.
Windsor Correctional Facility. Creare Inc.. Verex. and Tremell-
Nelson Construction.

Senator Jeffords who was instrumental in the training grant for
Goodyear - Windsor employees will be at the Job Fair.
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SUBJECT: PREPARATION FOR ACQUIRING NEW EN-LA.:MENT

AswAs announced, there has been a committee

formed to assist all employees in finding em-

ployment when the plant closes May 1, 19R7.

Tn order-forus to accomplish this, we need to

try to match the talents and skills of employees

to the kinds of job openings that are available

or will be available in the future.

The first step required to do this is to develop

an individual skills/talents inventory profile

for each employee. Therefore, to assist both

you and.the committee, we would like you to com-

plete the attached "Skills/Talents" Inventory

form and return it to your Supervisor or Personnel

by January 20, 1987.

Thank you for your cooperation. If you have any

questions, please contact Bob Leech, Committee

Chairman, Goodyear Manpower Re-employment Committee,

throe ea Joyce, at the sw5tchbosrd, or speak to John

Vorhies, Mgr, Industrial Relations or Steve Lacourse,

Union President.
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INDIVIDUAL
SKILLS/TALENTS INVENTORY

EMPLOYEE
NAME DATE

Using the following suggested lists of skills, plecae check off those that
apply to you. It does not matter where or when you acquired the skill (it
might have been through an outside activity or hobby). Seeking new employ-
ment sometimes provides an opportunity for us to utilize additional skills
or obtain work in a completely,new or different field of work. It is im-
portant, therefore, to identify all the skills we have in order to obtain
the most beneficial employment.

To help you identify skills yen may have, think of the kind of activities
you have been involved in both on and off the job. Then, think about what
you had to do to complete this activity or task. These things are often
skills we forget we have.

SUGGESTED SKILLS/TALENTS

Accounting
Bookkeeping
Recordkeeping
Budgeting
Analyzing
Advising
Counseling
Coaching
Teaching
Training
Carpentry
Cabinet Making
Woodworking
Building
Bricklayer
Machine Operator
Tool Making
Designing
Electrician
Electrical Engineer
Mechanical Engineer
Fireman
Boiler Operator
Auto Maintenance
Machine Maintenance
Motor Maintenance
Building Maintenance
Plumbing Onstalling/fixing)
Refrigeration Maintenance
Cleaning .
Gardening
Groundskeeping
Landscaping
Stocking
Inventoring
Purchasing
Supervising
Organizing

P,4 0

Writing
Typing
Filing
Telephone Operator
Computer Operator
Computer Programming
Computer Repairing
Selling
Sewing
Dress Making
Upholstering
Drape/Curtain Making
Painting
Wallpaper Hanging
Decorating
Interior Designing
Real Estate Selling
Truck Driving
Small Engine Repair
Resoarching'

'Investigating
Film Making
Photography
Film Developing
Child Care
Nursing
Nurses Aide
Medical Technician
Dental Technician
Telephone Switchboard Operator
Receptionist
Secretary
Drawing (Artistic)
Mechanical Drawing
Drafting

-7..10.1=111.11.



639

These lists are not meant to he all inclusive. If you have skills, talents

or hohbiPs not mentioned, please write them in the spaces provided below.

OTHER SILLS/TALENTS

In addition to your known skills identified above. please note any other

areas of interest in which you may like to receive training.

Please indicate below if you feel any of the following activities would

help you find awe employment.

Resume' Writing

Interview Skills

Filling out Applications

Interview with State Job Placement Personnel

Small Business Owner Training

Financial Planning

C.E.D.

Home Tutorial (Read)

Please retem to your Supervisor or Personnel by Tannery 20, 1987.

41
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Mr. KILDEE. Thank you very much, Mr. Leech. Mr. Jeffords for
questions.

Mr. JEFFORDS. Thank you very much. It is a pleasure to have you
here, and it was an exceilAnt. testimony.

Mr. DeJong, I have a couple of questions for you on the program
in Canada. I wonder if you could tell me as to the difference in the
effect that you have there.

I believe that there are some provinces up there that have notice
requirements and some that do not, is that correct, or do they all
have notice requirements now?

Mr. DEJONG. Well, all provinces have notice requirements for in-
dividual layoffs. Some provinces have for group termination. So the
kind of advance notice that one would get in some jurisdictions
might be very short for an individual, maybe just a week, or two
weeks or one pay period, and in other cases it is much more exten-
sive, up to the three months depending on whether you have been
a long term employee.

In some provinces, six out of ten, there are termination require-
ments for notice of layoff for groups of 25, or 10, or 50 or more.

Mr, JEFFORDS. My question is, have you seen a significant differ-
ence in the effectiveness of the programs depending upon the
amount of notice that is received?

Mr. DEJONG. It is important to keep the people together as a
group. If you only find out at the last moment that the layoff has
occurred, then it is very difficult to keep them from scattering. If
there is essentially no layoff notice, you will not have the oppor'cu-
nity for them to get over the shock before they dissipate. They lack
the group cohesiveness, the opportunity to deal with their problem
in some sort of committee system.

So there is an advantage to having an early notice of the layoff,
whether it be legislative or through some sort of collective bargain-
ing agreement. Whether it is more advantageous to have it three
months versus two months, it is hard to judge that. But some kind
of advance notice is definitely helpful of at least a month or two
months. It is very helpful.

Mr. JEFFORDS. Thank you.
Mr. DEJONG. Does that answer your question, sir?
Mr. JEFFORDS. Yes. We have a very difficult question here as to

whether or not it is essential or necessary that a mandatory notice
is required.

Mr. DEJONG. I would guess that it is not essential, because we
simply apply the program in those circumstances ,:here say the
employer opts to pay everybody off. In some of the jurisdictions,
one could simply pay the people three month's salary and say good-
bye and that is it. And we have to deal with that situation, and
chase them down and do it at breakneck speed.

We do not have the luxury of calling them all together in due
course and explaining the options of the programs, and what we
can do and negotiating things. It has to be done like on almost a 24
hour a day kind of speed for two or three days while they are still
there. Otherwise, you lose them. And once they are gone, once they
are scattered, it is too late.

Mr. JEFFORDS. Yes, I understand. In other words, it is not neces-
sary, but it is very helpful.
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Mr. DEJONG. Oh, yes.
Mr. JEFFORDS. Thank you.
Mr. Leech, I appreciated yogr testimony. As you know, I was at

the job fair, and I found it an impressive operation. I will be very
interested in your follow-up to determine as to whether or not it
was successful in the end result of getting jobs.

One of the couple of problems that I recognize there in talking
with the various people who were there was one that individuals
who were looking found that many of the jobs if not all of the jobs
were entry level where they had been used to relatively high
wages. And they seemed to be frustrated, because they found that
there were some high paying skill jobs available, but they did not
have the skills.

And it raised a question in my mind as to what kind of training,
and maybe Mr. Guest could answer this better, how the state or
how you are trying to deal with trying to make training available
for those that have the ability but lack the specific skills for dose
higher paying jobs that are available.

Did you recognize that as a problem?
Mr. LEECH. Yes, we did recognize it as a problem, and it is a very

real one. One of the skills that has been acquired at Goodyear over
the years can only be used at Goodyear. Although they consider
them skilled workers in may cases, other companies outside of
Goodyear would not. And that is why I mentioned also the manage-
rial people before. Where one may be a manager of a company for
thirty years, the same skills might not be considerei the same
quality someplace else.

There is going to have to be extensive, I feel, career counseling
with a lot of individuals in order to assess what their real skills are
and where those skills could be employed, and what kind of train-
ing specifically they are going to need in order to acquire gainful
employment.

Mr. JEFFORDS. I have been talking to some people from Ohio and
Pennsylvania; and because of their size, they have a lot of pro-
w- ms readily available such as job training programs as well as
teaching the different basic skills, and even higher skills strate "-
gaily located where workers can get to them. In rural states like
Vermont, it is going to be very difficult for us to be able to provide
that kind of training.

And I just wanted to ask Mr. Guest what kind of flexible train-
ing you think that we could provide that will be most convenient to
these individuals to ildve them a helping hand?

Mr. GUEST. Well, as you are aware, the State of Vermont has its
Vermont training program which is probably as flexible and adapt-
able as any in the country. We are told that it is fairly unique in
that we can go to a particular company, either a company that is
expanding, or getting underway or coming into the state, and tailor
a training program specifically to their needs.

We pay 50 -:nrcent of the on the job part of it. Before that, we
pay 100 percent of the classroom part of it. What we have done is a
couple of things. In the Springfield area, we have done programs.
Well, we have done programs both with individual companies, if
they can anticipate a need. And some of the employees who are
there in Springfield or Windsor, for example, might get into a par-

6 4 4



643

ticular training program that a company has, because we make it
very attractive to the company to do that.

We have also done some generic programs. Unfortunately, one of
the generic programs that was done six or seven years ago before
my time was in machine 4°01 skills, and we hit it at just the wrong
time as to when that occurred.

We also started a program called LIFT, lifetime employment
from training, last year where ironically given the Schmelzer situa-
tion where carburetors are going out of existence, we have started
with adults in the St. Johnsbury area, adult mechanics, training in
using electronic emission systems to try to anticipate the skills
they are going to needas the previous technology dies off.

It obviously would be nice to have the program at a good bit
larger level, but I think that something that is not only employee

,oriented but employer oriented inaterms of being very flexible for
an employer makes it more likely that they will in fact take the
time to do the training process. And perhaps it also is a fact in
making a decision whether ta expand or not.in Vermont.

Mr. JEFFORDS. Mr. Leech, what impact did this program have on
the management of Goodyear? What is your perception of their re-

Mr. LEECH. Well, I really do not have any sense that if they arc
going to close another plant someplace else whether they would try
this again, because I have not had the opportunity yet to sit down
with management to actually ask the question.

But the reactions from the various management people, the
plant manager, John Voorhees, and the industrial relations manag-
er at the plant, the reaction is extremely positive about what has
gone on and what has occurred at the plant.

As I said before, it is really a win-win situation. Employees found
out last October that the .plant was going to close. That is a long
time to know that your job is not going to be there. In fact, in that
case, it is almost agonizing to go that long and know sometime
later I am going tabe out of work. Because it does not seem real to
most of the people, because they are still at full production.

But the reaction.from,the union. members and from the union of-
ficials, the reaction from-the employees themselves, and manage-
ment has been very, very, positive. Because they are taking part in
trying to do something about their future. And they see everybody
working together. So it has had a tremendous positive effect on the
individual.

And the job fair was something that was really unique that we
brought it into the Goodyear plant. I think that the idea of doing
that was a stroke,of genius in a way. Because the Goodyear em-
ployees said boy, they are bringing the companies right in to where
I work in order forme to be able to interview with them and find
out what is out there.

And from the corporate officials of Goodyear that came up from
Akron during the benefit explanation sessions, they were very posi-
tive about the whole effect that it seems to have, this whole com-
mittee process seems to have.

I would suspect that, they are going to seriously look at employ-
ing it again somewhere, else if they have to.

. (
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Mr. JEFFORDS. I want to thank you, Mr. Chairman, for allowing
me to question these witnesses first. As you know, a Member who I
am supposed to %have lunch with at .noon is waiting diligently for
me, and-I do not .liketo make another member wait. I am very ap-
preciative of all the, excellent testimony and comments.

Mr. KILDEE Mr. Sawyer.
Mr.,,SAWYER. Mr: Chairman, I am not going to take up a great

deal of time with questions. I would like answers to the same kinds
of questions that I was asking the previous panel, that is which ele-
ments of the program that you deem essential to the success that
you have seen so far. If you would -give some thought to it and
shat e it with us through the Chairman, would very much appreci-
ate it.

With that, I just want to close with a comment. As you know,
Goodyear is going through a time df.considerable travail, a reorga-
nization that isn product of an attempt at a hostile take- over. And
if it is of any value- to you, certainly- the kinds of lessons that you
appear to be learning in Vermont appear to be useful in places like
Akron and other Goodyear installations across the country. And I
surelT hope that they continue to make use of those same kinds of
techniques. It is very important.

Mr. KILDEE. Thank you, Mr. Sawyer. Mr. Jontz.
Mr. Jorrrz. Thank you, Mr. Chairman. This has been very help-

ful testimony, and I just want to ask one brief question to Mr.
DeJong if I might.

This is a completely voluntary program in Canada, is that cor-
rect?

Mr. DEJONG. From the federal point of view, that is correct. We
have ten provinces, and in one of the provinces we have a fairly old
provincial statute that requires essentially this kind of committee
to be formed. That is in Quebec. And this year, a second province
went that route, Manitoba. But I do not know how the one in
Manitoba is working as it is so new:

The. one in Quebec has been around for a long time, and the par-
ticular culture and milieu there, there is an old tradition of acade-
mia where people do plan things, and also a lot of government
intervention. So it has not given us any problem, because people
expected it anyway.

Mr. JONTZ. You did quote some figures in your testimony about
the number of agreements which were signed with firms, and per-
haps the number of 'workers covered under these agreements.

But can you make some estimate of what proportion of the total
number of workers being dislocated in Canada during this time
period or what that figure represents; or to put it another way,
how many companies out there are not participating?

Mr. DEJONG. OK. I guess that we would be covering on the order
of 15 0 20 percent of the market.

Mr. Jorrrz. And why are the other 80 or 85 percent of the compa-
nies not taking advantage of these services?

Mr. DEJONG. Well, some of it is simply lack of resources to offer
it everywhere and with equal intensity. Also a lot of the dislocation
occurs. in groups of less than twenty. And while we think that it is
a very cheap way to do business for groups of twenty or more,
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when you are:talking about groups of three and four people, that is
expensive.

So we 'have to draw the -line. Well, Ave do not draw. a line exactly.
We just sort of say' do what makes sense. And when it gets too

. small, we will have to help.them in different way.
Mr.'JONTZ. Thank you; Mr. Chairman.
Mr. Main. Thank you. I' want to thank this panel. We are

trying-to lirite a.bill.that will really be sensitive, and practical and
workable, and I think that you have given us information today
that will be very helpful inhat. So we thank all of you.

And at that, the committee will stand adjourned. We will keep
_ the :committee record open for one additional week for submissions
of any further testimony. Thank you very much. We stand ad-
journed.

[Additional material submitted for the record follows:]

PREPARED STATEMENT OF MORTON BAHR, PRESIDENT, COMMUNICATIONS WORKERS OF
AMERICA

The Communications Workers of America represents 'more than 700,000 workers
in telecommunications, government, health services, printing and publishing. As a
union created by technological development, CWA has also adapted itself to chang-
ing conditions on the job. In.the pest, a worker might have expected that one set of
skills would guarantee a job for 20 years, or even, a lifetime. But the current flood
of technological advances is being felt in virtually every industry, job and occupa-
tion.

CWA is committed to the belief that technological advances should hold a prom-
ise, not a threat, to the jobs of our members. We must use our expanded technologi-
cal capabilities,to expand job opportunities, improve our quality of life and free our-
selves from mindless, menial tasks.

But the swiftness of our entry into the Information Age is exerting great pres-
sures on workers. In tot:pmany instances, workers are trapped by technology, loched
into, place by machines. People's jobs are reduced to the lowest common demonitor
where workers became an extension of the machine. We are moving toward an
economy where a few workers are employed in the high-skilled, good-paying jobs,
while the vast majority work at low-paying, semi-skilled occupations.

CWA believes that one key to .dealing with the impact of the rapidly accelerating
pace of technology is through on-going adult education and job training. As a recent
report by the Work in America Institute predicts, "It is only a matter of time before
continuous learning establishes itself as an indispensable policy for survival in a
highly competitive environment."

CWA is approaching the issues of training, retraining and skills upgrading
through the collective bargaining process which has brought so much innovation
and progress to our economic life. Never before has the value of collective bargain-
ing been so evident than in our agreements involving job security, training and re-
training.

Quality of' work life teams, initiated under the 1980 national agreement with
AT&T, set the stage for labor-management interaction at the job site. In 1983, CWA
negotiated provisions which directed AT&T to offer training to our members. In
both of these programs, workers were trained in higher skill levels and began .to
participate in the organization and management of work.

Through these experiences, the union realized that training and job placement
had to be better coordinated. In the Scandinavian countries, for instance, workers
are deeply involved in the introduction of new technology on the job. Management
shares information on new technology at the early design stages, allowing for
worker input on the implementation of the technology at the workplace. This is the
kind of advanced knowledge workers must have to prepare for significant job
changes.

During 1986 bargaining with AT&T and the regional operating companies, we
made employment security and training our to priorities. We believe the employ-
ment security and training provisions .of our 1986 contracts represent major break-
throughs for the telecommunications and every industry in our economy. Attached
is a paper which summarizes the t: ?fining provisions of our 1986 contracts.
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There are three contracts, however, which should be highlighted because manage-
ment in these three companies realize the importance of these issues and the need
to cooperate with.the union. Perhaps the most significant agreement is with Pacific
Telesis where CWA represents 44,000 workers. This company agreed to a no layoff
clause for all wbikers 'now onzthe payroll who wish to 'continue their employment,
barring "a sudden change. in the business or.regulatory climate."

To meet this commitment, the companyfrealizes that workenr must be given the
opportunity for retraining. Pacific Telesis agreed to provide $15-million for new
skills training during non -work hours in addition to On-going job-specific training al-
relidy,provided On company time. The contract alio provides for relocation assist-
ance for workers who choose to be transferred,for new jobs. Workers who chooseto
be transferred for new jobs. Workers who,decida not to move are given assistance in
fmding new jobs'in their communities.

We also negotiated landinark employment Security and job training provisions in
our 1986 national agreement on behalf of 155,000 workers with AT&T. Workers
whomme represent will be provided with the tools to meet the challenge of new
technology through the Alliance for Employee Growth and Development. The Alli-
ance is a union-imspired, union-demandedand union-won provision of our 1986con-
tract with AT&T. The Alliance will` be company-funded at $21 million over the next
three years.

It is an historic program in that AT&T workers will be provided advanced notifi-
cation of future job skills required by the company, the opportunity to receive train-
ing for those job skills onthe opportunity to receive company-paid job training for
any -.tier occupation or career -they wish to pursue either within or outside of
AT&T.

This program goes far beyond any other job training or retraining effort in Amer-
ican industry. CWA believen this program also represents,the best of what labor and
management can achieve in the spirit of partnership and cooperation.

Most important, however, is the philosophy on which the Alliance and our agree-
ment with Pacific Telesis are based. These programs recognize that on-going educa-
tion and job training for American workers are essential to America's ability to suc-
cessfully compete in the gIntvo. economy. Only by developing systematic programs of
training for ever-changing, All iis required in the Information Age'can we hope to
protect and expand the standard of living in our country.

Creation of these programs- already has improved management communication
with workers and their union. A few years ago, for example, AT&T closed its over-
seas long-distance office in New York City and 700 operators suddenly lost their
jobs. Workers launched an, information campaign to protest this action. And there is
still acrimony in the CWA local union about the event.

But last year, AT&T decided to close a similar office in Springfield, Massachu-
setts. As required by the contract, the company gave the union advanced notice of
the targeted October 1987 closing date and the Alliance programs were implement-
ed. The Alliance has been working with the local AT&T managers, mayor's office
and other training institutions to develop retraining and outplacement services. So
far, more than 60 potentially displaced workers, one-third of the work force, have
been placed in new jobs.

Through the ;work of the Alliance, the workers have been offered career assess-
ment and counseling, job-seeking skills and training; and job search support. A 'job
club" has been established which gives those who are seeking work a change to
share their experiences and information. In some situations, a job applicant will
find that the company to which they are applying would like to hire other workers,
and can bring this information back to the group. In this way, a job network is cre-
ated which widens an individual's job search opportunities.

The Alliance also is providing short-term targeted skills training to qualify work-
Tin for jobs available in the community. Specific training also is supplied to the job
applicants so that any "holes" in their skills can be filled to match workers to exist-
ing jobs.

In other words, advanced information shared by management, management coop-
eration and a well-funded jobs program operated by experienced people are giving
labor and management to opportunity to cushion the blow on the workers and the
community.

CWA's new contracts with BellSouth Corporation also represents a major step for-
we. d for the telecommunications industry. The corporation agreed to bargain with
CWA on a regional basis, and training provisions are included in contracts with all
subsidiaries. In total, the contracts provide $23.4 million over three years for train-
ing of 65,000 CWA members.
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CWA was especially concerned about increasing the employability of its women
workers, who often have lower seniority and are more likely to be laid off. Under
the new contracts, laid off workers may now enter a job bank, where they will re-
ceive full pay and benefits for up to eight months, depending on seniority. While in
the bank, they will have priority for job vacancies in all five BellSouth subsidiaries.
They will receive retraining for any available vacancies. Workers who choose not to
relocate to accepka new job in.the corporation will be given career counselling and
retraining aimed at their local labor market. This program, administered jointly by
a union-management Employment Security Advisory Board, is a model of coopera-
tive labor-management relations.

Unfortunately,.this level of cooperation does not exist with all employers, nor
alwayi\ within AT&T, Pacific Telesis, or BellSouth. The loser is not the union. The
losers are the company, the workers and the community. As AFL-CIO Secretary-
Treasurer Thomas Donahue said recently, "Union are willing to cooperate with
management. The problem is finding management willing to cooperate with us."

An anti-union attitude exists within many managers today which creates a hostile
atmosphere toward organized labor. Fundamental workers' rights have all but dis-
appeared. In the weeks just before Christmas, nearly 100,00,0 American workers lost
their jobs at just six multi-national corporations. Many were employed in high-tech
industries. When unorganized workers try to engage in collective action to improve
their lives, they are met with the .greatest resistance to union organization in 50
years.

Labor-management cooperation, which has proven to be beneficial to workers and
our economy, will continue to stagnate as long as these three critical factors exist in
our society:

1. The basic loss of job security for the majority of American workers, both unor-
ganized and organized, which undermines morale, productivity and faith in our eco-
nomic system.

2. The virtual elimination of the right to organize a union for American workers
in direct contradiction to the stated policy of the United States government

3. The threat of international competition to undermine American living stand-
ards, ability of unions to bargain collectively, and the opportunity for younger work-
ers to work at good-paying jobs.

Reducing or eliminating these barriers will lead to improved joint labor-manage-
ment efforts to respond to the economic and social problems affecting our country.
Another critical partner in the effor to protect American jobs and industry is the
government. Cooperative efforts should be encouraged through a fully developed
policy and program which provides financial and other support.

In the current situation of layoffs and plant closing, Federal action is needed to
help laid-off workers. CWA suggests the following:

1. Restore cutbacks in Unemployement Insurance.
2. Restore and increase funding for Title III (dislocated workers) of the Job Train-

ing Partnership Act. According to the Congressional Office of Technology Assess-
ment, less than five percent of eligible workers are being served by the current pro-
gram. The following changes are needed:

A. Provide income support to trainees through Unemployment Insurance or, if
the worker has used up this benefit, living stipends.

B. Provide child care to trainees.
C. Provide relocation assistance to workers who must move to find new jobs.
D. Increase-emphasis on.basic skills and vocational training.
3. Strengthen the.State-Federal Employment Service.
A. Restore cuts and increase Federal funding for State and local analysis of labor

mark^s. Provide funds for dissemination of this mi:rnnation to local community col-
lega. .nd vocational technical schools to ensure th...t training matches employer
needs.

B. Provide funds for full automation of State job banks into a national system.
C. Improve job search assistance provided by State Employment Security Agen-

cies.
4. Require all employers to provide six months advance notice of all layoffs involv-

ing 50 or more people.
In addition to helping displaced workers, the Federal government should imple-

ment policies to reduce displacement by enhancing all Americans' sk. 4s and produc-
tivity. These policies include:

1. Increase emphasis on basic skills, especially mathematics and reading, in the
public schools.
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2. Increase funding for youth and disadvantaged workers' training programs
under JTPA, the Carl Perkins (Vocational Educational) Act and the Higher Educa-
tion Act. Providing living stipends and child care to trainees.

3. Provide a comprehensive national health care system to maintain the health
and productivity of all Americans.

4. Change the public school curriculum to emphasize independence, creativity,
teamwork and problem-solving.

5. Encourage worker participation programs, as the Department of Labor's
Bureau of Labor-Management Cooperation is now doing.

6. Increase financial aid for higher education and make it available to part-time
students.

7. Continue the tax-exemption for employer-provided tuition assistance.
8 Require employers to increase retraining through a payroll tax, as is done in

France. Employers there must spend about LI percent of total wages either on
training their own employees, on industry-wide training, or on programs to retrain
unemployed people.

The Communic...tions Workers of America congratulates the Committee on Educa-
tion and Labor for undertaking this examination and offers our support in working
with the members to develop meaningful legislative proposal that will benefit Amer-
ican workers and our nation.

Attachment
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Training Provisions of CWA 1986 Contracts

Note: These provisions deal primarily with off-hours personal
and career development training. Each company will continue to
provide job-specific training during working hours.

CWA and AT&T reached agreement on a comprehensive
retraining program designed to make all 155,000 CWA-represented
AT&T employees more employable -- with AT&T or another
employer. Funded at $21 million over 3 years, the program will
be administered by a new non-profit corporation, the CWA-AT&T
Alliance for Employee Growth & Development. The jointly-owned,
jointly-administered corporation will provide career
counselling and retraining to active workers and to laid-off
workers who enroll within 6 months of layoff. Training will be
purchased from accredited schools and colleges.

Pacific Telesis

In August, 1986, Pacific Telesis and AT&T agreed toa
retraining program tied closely to employment seci....ity.
Barring unforeseen economic or business upheavals, the company
will continue to employ all 44,000 CWA members now on the
payroll. Layoffs will be avoided through retraining, moving
workers from the regulated telephone company to the unregulated
subsidiaries, reducing the use of contractors, and Increased
financial assistance for workers who must relocate their
homes. The retraining program, funded at $15 million over 3
years, will be administered under the guidance of a joint
union-management Employment-Security Advisory Board. It will
offe% career counselling and retraining for new jobs within the
company. Workers affected by rural office closings who choose
not to relocate will be provided with job search assistance and
retraining for new jobs with employers in their communities.
The program will be coordinated with California's extensive
network of community colleges.

BellSouth

CWA and BellSouth's new 3 year contract stipulates that
the company will allocate $120 per CWA member per year, or
$23.4 million over 3 years for training of 65,000 CWA members.
The program will be overseen by a joint union-management
Employment Security Advisory Board. Laid-off workers may
volunteer to participate in a job bank, receiving full pay and
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benefits for up to 7 months. While in the bank, they will have
priority for job vacancies and will be given career
counselling, general skills training and job-specific
retraining for both BellSouth vacancies and outside employment.
These workers will be retrained on company time. General
retraining will be available to active workers outside of
working hours.

Indiana Bell

The new contract extends the current Training AdvisoryBoard. Workers whose jobs have been declared surplus may take
up to 2 courses related to new careers.outside the company.
The company will provide annual employment forecasts to all
employees.

Ohio Bell

The new agreement between CWA and Ohio Bell provides $1.5
million over 3 years for career counselling and retraining of
10,500 CWA-represented employees. For the first time, tuition
assistance will be allowed for courses related to jobs outside
the company. Layoffs are not expected. However, if they
occur, job seach assistance will be provided. The company will
provide annual employment forecasts by job title and location.

Bell Atlantic

Under the August, 1986 contract, Bell Atlantic will
provide $5 million over 3 years for retraining programs to be
overseen by a joint union-management Training Advisory

Boardat each Bell Atlantic subsidiary.-- Bell of Pennsylvania, New
Jersey Bell, CAP Telephone, and Diamond State Telephone. All
37,000 CWA-represented employees will be offered off-hoyr
courses in general skills (English, Math, Computer Literacy) at
company locations and outside colleges. Workers whose jobs
have been'declared surplus will be eligible for career
counselling and tuition assistance for training related to new
Jobs outside as well as inside the company. Laid-off workers
will not be eligible for assistance.

Mountain Bell

The new contract provides $7.6 million in training funds
over 3 years for 18,400 CWA-represented employees. Funds willbe overseen by a joint union-management Training Advisory
Board. The board plans to contract with the Center for Adult
and Experiential Learning which will establish a network of
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2- and 4-year colleges throughout the company's 7-state service
territory. Active and laid-off CWA members will be able to go
to a nearby college for individual career counselling and re-
training for new, jobs inside or outside Mountain Bell.

Northwestern Bell

CWA's 1986 contract with Northwestern Bell will continue a
successful joint training program. In 1984, the joint union -
management Training Advisory Board created under the 1983
contract established a network of 2- and 4-year colleges
throughout the 5 -state region. Under the guidance of
Metropolitan Technical Community College in Omaha, Nebraska,
participating schools offer career counselling and college
training for new jobs inside or outside the company. This
effective delivery system is the model for the new Mountain
Bell program.

Under the 1986 contract, funding will continue at about $1
million per year for 11,000 CWA-represented employees. The
current program will be expanded to include laid off as well as
active workers, and more emphasis will be placed on fundamental
skills (math, reading) and skill clusters (sales, clerical,
technical).

Pacific Northwest Bell

Under the new contract, the joint Training Advisory Board
will develop career counselling programs. Tuition
reimbursement and home study courses will be continued for
active workers.

Southwestern Bell

The 1986 contract directs the company to establish Career
Resource Centers in each of the 5 states where it operates.
The centers are to help the 44,000 CWA-represented workers find
new employment within the company if possible and if not, to
find jobs outside. The joint Training Advisory Board will
continue to offer up-front tuition for college courses to
active workers. Workers laid off while enrolled in a course
may complete the course.
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NYNEX

The 37,000 CWA-represented workers at NYNEX will receive
training and career counselling under the new contract. Activeworkers will be eligible for training through home study and
local colleges. In addition, workers whose jobs have been
declared surplus will receive skills assessment and information
on company job vacancies. Surplus workers may choose to
participate in a job bank, where they will have priority for
job vacancies throughout,all NYNEX subsidiaries. These
training programs will be overseen by joint union-management
Training Advisory Boards at the two NYNEX subsidiaries -- NewYork Telephone and New-England Telephone.
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STATEMENT OF STEPHEN I. SCHLOSSBF.RG
DEPUTY UNDER SECRETARY

FOR THE BUREAU or LABOR-MANAGEMENT RELATIONS
AND COOPERATIVE PROGRAMS

HOUSE COMMITTEE ON EDUCATION AND LABOR

March 1987

I am pleased to have this opportunity to submit these very

brief views on the important subject of how we can most

effectively help in the readjustment of workers who have been, or

who are in danger of being displaced from their jobs through no

fault of their own.

I commend the Committee on its valiant effort to address the

critical human resource implications of industrial

competitiveness strategies in a rapidly changing economy. You

have heard already from some of the most qualified and sensitive

spokespersons from labor and management and, for what it is

worth, I am pleased to present these additional views.

Title II of the H.R.90 authorizes $470 million for fiscal

year 1988, for training and employment assistance for displaced

workers, assistance to labor-management committees, and demon-

stration programs to improve worker adjustment. It also includes

a provision authorizing competitive awards financing one-half the

cost of a joint labor-management program that provides training

for employees at risk of losing their jobs because of plant

modernization or production adjustments in order to remain

competitive.
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While the administration opposes H.R.90 as drafted, we have

submitted a Worker ReadjustMent proposal as part of Title I of

the Trade, Employment and Productivity Act of 1987. That

proposal includes a requirement that each State establish a rapid

response capability throughout the State to respond to

significant dislocation events by providing early readjustment

assistance. Among the activities that can be a part of the rapid

response capability is the development of a system for early

identification of prospective dislocation events, support for the

ongoing activities of voluntary joint labor-management

,committees, and methods to promote the establishment of such

committees.

I fully support the concepts of providing for labor-

management committees and for the establishment and operation of

joint programs for the training, retraining, and education of

workers "et risk." It is crucial to provide educational

opportunities for basic skills and literacy training, as well as

more advanced education and skill training intended to increase

the proficiency and adaptability of workers in clanging

environments, if we are to be fully competitive while maintaining

the levels of income and standards of living of a decent society,

in the American tradition.

I have attached, as an'appendix, a brief report on the New

United Motor Manufacturing Inc. (NUMMI), the latest publication

of the Bureau of Labor-Management Relations and Coope_ative
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Programs. It was developed in large part by an employer and a

union and it is a good example of the point I hope to make.

Training programs work most effectively when labor and

management contribute jointly to their design, development and

implementation. The objective of developing versatile workers

with broad-based skills and that of fitting together technology

and those who can deliver its promise should be primary in the

design of training programs. Such twin goals benefit society,

industry, and labor.

A highly trained work force is vital to the health of our

industries, and the effective utilization of that work force is

paramount. We need to simultaneously look at the development of

talent and the integration and utilization of that talent.

A less adversarial, more cooperative relationship between

labor and management, constructed to Address new issues and

develop more effective meaas for resolving problems, is the key

to a successful and humane adjustment to change. I believe the

Administration proposal will also help foster that cooperative

relationship.

Cooperative labor-management relations practices hive a

positive impact on an organization's performance and its a..ility

to meet new challenges. Evidence shows that broader forms of

particidation in decision-making have a positive effect on

prod tivity.

The development of joint, voluntat7 arrangements between

management and labor, which provide greater employee involvement
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in every facet of an enterprise, from the shop floor to major

decisions at the top level, can pay tremendous dividends to all

stake-holders in the business. The payoff will be big in terms

of employment security, flexibility, productivity and quality.

These are, in my opinion, the sine gut non of effective global

competition.

There is little disagreement among experts as to the

necessity for more cooperation between manayement and workers.

America cannot compete by becoming a low wage society. We must

compete though working smarter and better. A work force

committed to realizing the potential promise or mew technology

can make that promise a reality, and, by the same toe.en, a

negative work force opposed to the introduction shd use of such

automation will doom it.

Collective bargaining has served our nation well for

decades; but, from time to time, it,becomes highly adversarial.

Labor-management cooperation can temper and improve the practice

of collective bargaining and all aspects of the employment

relationship. I applaud all i'fforts to achieve a more decent and

competitive society through labor-management cooperation.
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LABOR-MANAGEMENT
COOPERATION

Brief Reports on Significant
Literature and Events

US. Depertinent of Lilo; &MOO of Lab31441id 6914n9rd R. err and Cooperative Piograrns Na 10 Mandl 19el

New United Motor Manufacturing, Inc.,
and the United Automobile Workers:

Partners in Training

INTRODUCTION
n the city of Fremont. California.
some 35 miles southeast of San

Francisco. sits a 3millionsquarfoot
automobile assembly facility Closed
by General Motors In 1982. it was. at
one time, a vibrant. state-014n
plant. amp/toying over 8.500 people
and producing over 300,000 cars and
trucks annually. When It was butts by
General Motors In 1962, the U.S. auto
industry was preeminent In thi world,
Imports accounted for less than 5
percent of the U,S. market and the
Japanese were struggling to sell a few
thousand cars In the U.S. The
Fremont plant produced Its first vehl .
de in May 1961, reached peak em.
ploymut in 1978. then began a de
cline which resulted In its closing In
March 1142. TM OEM was not closed
because It was technologically obao-
leteOM had spent millions of dollars
over the years to keep It up to date.
The plant was closed because chae,3-
ing market conoolons and its matron.
latlonat labOtmanagement relations
made it a non-competitive plant in a
market that had become Increasingly
competitive.

The Fremont plant Guttered all the
ills of the U.S. auto industry, and
more. The plant was tagged as "tne
battleship" by its angry workers. not
to much for its physical dimensions er
drab color. but because or the Inten
say of ht laboeenanagement confronts.
bons. During its troubled 20 yeas.
strikes and sickeuts resulted In four
shutdowns. Management was per.

Cowed as authoritarian and inflexible.
the United Automobile Workers Union
(UAW) Local was perceived as militant
and rowdy,

The plant had one of the worst
disciplinary records in the GM system
When the plant closed. there was a
backlog of over 1.000 grievances and
60 disputed firings. Absenteeism ran
over 20 percent and on many occ
sions the plant could not start on time
because not enough people had re.
ported to work. "We'd been trained to
fight with management." comments
UAW Local President Tony DoJesus.
"And GM's management guys were
trained to fight the union. Both sides
were good at it. We fought like hell.",

The union accused management
of pushing quantity at the expense of
iltdalitY, management accused labor of
fulness, poor workmanship, and even
Sabotage, As one might expect. the
plant did not excel in either productiv
ly or quality The Fremont plant ave.
raged many more manhours ci labor
per car than Toyota. CM produced
vehicles intoner .1 quality to those
produced by Toyota.

Two years after it was closed by
the plant reopened under "t1

ownership of New United Motor Menu.
futurity. Inc.. a corporate pint yen.
lure of Toyota and GM, In the words
of the UAW. the Fremont plant "has
changed into a worksite unlike any
other in the UAW's experiences, The
members of UAW Local 2244 actually

I Jay Stutter, War Is Peace. PSA
Magus,* February 1966,

like the place's Newsweek called
New United Motor a model of indus
trial tranquility.", Date Buss. a Was
Street Journal reporter who covers the
auto industry, remarked that New
United Motor "has managed to con.
ved a crew of largely middlaged,
rabblerousing former GM workers into
a crack force that is beating the
bumpers off 131g Three plants in et
coney and product quality.".

The objective facts confirm these
observations New United Motor will
produce over 200,000 cars per year
with approximately 2,500 white- and
blue-collar workerS, a level which h.
vats Japanese productivity. Overall at.
tendance for 1985 was 98 percent.
with less than t/2 percent of
unexcurto absences. The quality of
'he Chevrolet Nova. the car produced
by New United Motor. has teen hailed
by leading consumer magazines! In
two years. less than 20 formal grey.
antes have been filed by the union.
and all but one of these have been
Informally settled without resorting to
arbitration. Anie, an of this has been
accomplished with substantially the

2 Jet, Zatanstbuy, NLIMMti A New Krill
d Workplace," Solidarity, August
1995,

3 George Rene, twklog Cars Japans
Way," Newsweek, March 31, 1964

4 Date Buss, "Bung Ho' To Firmest
Assernbly.tme Errors ' T e Wel Street
Journal, /Aaron 27. 1956

5 Four Smart Cars." Consumer Re.
Pent February 1990; Smart Car
Clueerge." Popv Swots, August
1966, on. Whet A Feeling." Road
track, July 1985
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same work force that manned the GM
finery when it was closed ni 1982.

REASONS FOR THE JOINT
VENTURE

rr o understand the moons for this
transformanon.4 is first necessary

to understand the factors that led to
the joint venture negotiations between
GM and Toyota.'In 1982, the year the
joint venture negotiations between GM
and Toyota began, the U.S. autorr s.
bee industry. once the Nadu in the
world, was in a crisis. Vigorous import
competition and a dramatic shift in
consumer preferviters combined to
make 1980 and 1981 two of the most
difficult years in the industry's history.
The U.S. automakersGM, Ford.
Chrysler, and American Motorshad
just experienced collective 2 -year
leases of over $5 5 billion. Hundreds
of thousands of UAW workers were on
layoff. Four out of the five auto assem-
bly plants in California, includffig GM's
Fremont plant, had been permanently
closed. The Japanese auto manufac-
turers were budding high-quality cars
at a cost estimated by vinous outside
sources to be 51,500-2.000 less than
their American counterparts.

The U S. auto makers faced a
declining share of the world market.
Labor relations were adverunal and
often Inflexible. Roger Smith. GM's
Chairman. believed that GM had to
transform its manufacturing operations
to compete with the Japanese. As a
model for that transformation, OM
sought Out a joint venture with Toyota.
Japan's leading auto manufacturer.

Toyota felt the need to establish
a Substantial manufactunng presence
in the U.S. as quickly as possible.
Since its experience In overseas man-
ufactunng was limited, the joint ven-
ture provided an opportunity for
Toyota to learn how to work with
American supplffis, workers, and their
unions. Toyota's Quitman Eiji Toyoda
believed that the joint venture wou'i
wee a positive ortnbution to the
American auto industry.

The UAW was as frustrated with
its environment as the -American auto
manufacturers, Many of its members
had toff their jobs, and future pros-
pects mere ne`PrOrrlialik). U.S. auto
manufacturers were increasingly turn-
ing overseas for parts outsourcing or
for sourcing of completed automobiles.
The two Japanese manufacturing
plants in mit U.S.Nissan and

Hondawere using Japanese man-
agement methods in the U S. Neither
had used these methods with a vet-
eran and unionized work force.

The fact that the pint venture
sought to use Japanese management
techniques with the Fremont work
torte caused Fortune Magazine to re-
mark:

"As a cooperative endeavor between
a symbol of Japanese efficiency and a
powerful U.S. union. New United Ma
toe is ma most important labor relic-
bons experiment in the U.S. today If
Toyota can succeed in producing a
car to Japanese quality standards at
near-Japanese costs using unionized
U S workers. the venture could force
profound changes on the rest of the
U S. auto industryand perhaps on
other industries as weft:**

The joint venture partners. GM
and Toyota. brought in W. J. USely.
former U S Secretary of Labor, to
negotiate a satisfactory labor relations
framework with the UAW. He negoti-
ated with Owen Bieber, UAW Presr-
dent: Donald Ephlin, UAW Vibe PreS
dent: and Bruce Lee, the Director of
the UAW's Western Region. Negotia,
tons began in May 1983 and 'entity'
In a Letter of Intent in September
1983. Under the Letter of Intent, the
joint venture agreed to hire a majority
of its work force from the laid-off GM
Fremont workers, thus enabling it 10
recognize the UAW as the bargaining
agent for that work force The vent -ire
Partners also agreed to pay U S. auto
industry scale wages and benefits. In
return, the UAW agreed that the ven-
ture was a new company not bound
by the work rules and rigid job classifi-
cations of the old GM contract. The
union agrcud to the adoption of the
Toyota production system with its flexi-
ble work rules and broad jet) class&
cantons

The Letter of Intent, which served
as an Interim agreement until a more
formal collective bargaining agreement
was concluded in 1985, was not a
typical American labor contract. It was
a concise statement of general princi-
ples. free of thE usual jargon tOund in
a labor agreement. The first page of
the letter states the intent to build a
new labormanagement relationship
"Both parties are undi-raking this new
proposed reiatiOnshs Ili the full in,

6 Michael Brody. .oyotir Morns US
Auto Workers." Fortune. July 9, 1984

Motion of fostenng an innovative labor
relations structure, molutubng the Ira.
&anal adversarial roles. and mph
sizing mutual trust and good faith.
Indeed, both parties recognize this as
essential in order to facilitate the effi-
cient productron of a quality automo-
bile at the lowest possible cost to the
American consumer while at the same
time providing much needed lobs at
fair wages and benefits for American
workers."

Five months alter the Letter of
Intent was signed. the joint venture
was formally organized in February
1984 as New United Motor Manulac
Luring. Inc.. a California corporation
White GM and Toyota are each 50
Percent shareholders. Toyota was
given overall management reSporssibil
Cy. The Chief Executive Officer is
Tatscro Toyoda son of the founder of
Toyota Motor Corporation. The Cruf
Operating Officer is Kan Higashi, a
member of Toyota's Board of Oirec
tors. The plant IS managed on the
principles of the Toyota management
system, which differ markedly from
traditional U.S. auto plants.

A n important pan of that system ea the
cooperative relationship between

management and labor and the re-
moval of barriers between the two
parties Group Leaders (New United
Motor's equivalent of foremen), sit in
the middle of a team room instead of
in their own offices. Management roles
have been redefined from the author.
Italian foreman with awesome dna
plmary powers to the consensus
budding group leader who gives each
production -line worker the opportunity
to participate in the control of the work
ermronment. There are no time clocks
at New United Motor, Everyone, from
Tatum Toyoda to the most recently
hired team member, eats in the same
cafeteria. parks in the same lot, and
wears the same uniform.

The key to the system is learn-
work. bOth,,Itterally and figuratively.

Al workers have teen organized
ir.to teams of 4-8 workers, or team
members. Each team a led by a team
leader, who is also a member of the
bargaining unit, and in many instances
is also the union coordinator Each
team member t3 trained to do every
lob done by the team, and jobs are
rotated within the team. All production
team members are covered by a sin.
gle lob claSsikatIOM the skilled trades
are organized into three different Nas
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silicate:me. In contrast to these four
Clasw;iCatiOns. the former GM Fremont
plant had 100 different classifications.
Under the Toyota concept of
"Main." i I . the process 01 coritmu-
ous improvement. each team member
has a alga:CCM roes on developing
work standards so as to make the job
safer, more efficient. and easier to 00
Teams discuss work plans and decide
how to redesign work operations to
eliminate mefficsent steps. II a team
member fogs that he or she cannot
complete a lob. or that the quality of
the lob does not meet specifications.
heo or she may pun a cord to stop the
production line. an act that could re-
sult in disciplinary action m other auto
assembly plants. In short, each team
member is treated as a full participant
tn the operation 01 the workplace.
The UAW's reasons for agreeing to

the team system and workplace
flexibility are summarized rn the follow
ing excerpt from its Sadanfy Maga.

"To develop fully informed workers
with a broad range of skills, the UAW
agreed to just one gob classification for
an tine workers and lust three for the
trades. Cntics say this histOnC reversal
of protective lob demarcation exposes
NUMMI workers lo the whims of man.
agement. But the UAW fought for the
more than 100 lob classifications in
traditional auto assembly plants pre-
cisely because workers had no control
over lob content on the shop floor At
NUMMI they do. If the tone job class'.
(Carton is a concession to Toyota.
even more emphatically a concessoon
to the age-old Mira of American work-
ers for creativity. flexibility. and a
degree of lob control.",

These concepts have enabled
New United Motor to achieve a `ugh
level of productivity without sacrificing
the dignity, morale, or health of its
workers. The goal of high productivity
haS always been the goal of alotembly.
line operations. Too often. hOultver,
high prOduCtivity has been accom-
plisher InthOut the wiling participation
of the production-line worker. For
years. auto In.ustry managers used
Frederick Taylor's "division of labor"
approach in organizing the workplace,
The manufacturing process was bro-
ken Into Its Smelledt components.. with
workers performing the same task
over and over. Industrial engineers
including the time and motion people

7 Soadanty.

with their ubiquitous stop watches and
clipboardsdecided how those tasks
would be performed. with mtle or no
input from the production workers
themselves.

Along with the Taylor approach
went an underlying attitude that
production-line workers were lazy and
not very Smart. Many managers
shared the attitude of Henry Ford, who
said at the time he announced the
Way wage"The assembly line is a
haven for those who haven't got the
brains to do anything else"and
treated production-line workers accord-
ingly. Not surpnsongly, workers have
long fought against me monotony and
mindless nature of traditional
assembIrtinc work in which they were
heated as so many cogs m a wheel
The inevitable result was a labor rela-
tions structure based on antagonism.
confrontation. and mistrust. as typified
by GM's Fremont Plant.

In recent years. some American
managers have begun to question
whether the traditional approach to
assemblyeine work IS the best way to
operate a factory. A more enlightened
view reflects the simple axiom that
most peopie want to be productive
and will produce more if they hava a
sense of creative involvement in their
work. The success of the Japanese
auto makers has definitely played a
role in ma shirting of attitudes. The
principal reason for superior Japanese
productivity is not better automation
but the smarter organization of assem-
bly lobs. the responsibility given to
production-line workers, the flexibility
with which those -orkers aro de-
ployed, and a cooperative approach to
labor- management relations. The ex.
perienCe of New United Motor con -
firms this observation. With some 170
robots. New United Motor is less auto-
mated than the U.S. auto industry's
newer plants. But it will produce cars
at greater productivity levels. In the
words of the UAW. "The key to
NUMMI's high productivity is the fully
informed worker. net the semiemart
machine.",

At New United MOON, each team
member is actively involved on este!).
fishing work standards. improving pro-
ductmty, and maintaining duality. The'
Concept Of using workers as their own
efficiency experts is a marked depar
tune from tradition .1 practices, So far.
the UAW members at Fremo-I have

Soecrecry. suers.

accepted the idea. UAW Director
Bruce Lee remarks' "I went through
two Toyota assembly plants and
stamping plants in Japan, and they
have a feat pace. But them system is
laid out so that it's easier for the
workers to dO the job than it .3 here. II
you have to operation that takes you
ten steps, and you can make a sug-
gestion for a way to do it in sic. you've
accomp'eshed something for the Cern.
party and for yourself. even though
you're moving faster. I don't think our
people are going to read! that,"

HIRING AND TRAINING

May
1984. New United Motor

hired the first 26 of 2.150 production
workers. Hiring continued for the next
20 months. The resultant work force
consrst-1 of a broad spectrum of age,
gender. and national ongones di-
verse as any work force in the U S
auto industrywith some AS percent
coming from the former Frei wont work.
era. Among the initial hires were most
Of the members of the former hierar-
chy of the UAW Local. a group nOt
known for I harmonious relationship
with the former GM management Led
by Tony DeJesus. President, and
George Nano, Chairman of the Shop
Committee. they .played an integral
role with management in starting up
Operations at New United Motor They
helped interview and assess the thou-
sands of former Fremont workers that
submitted lob applications. They par-
ticipated in giving OnentatiOn sessions
and took it upon themselves to per-
suade the rank and file to adopt a
Cooperative approach with manage-
mon!. Their role was redefined. much
on line with Mat envisioned by Owen
Bieber, then a vice president with the
UAW. in 1982 when he said:

"The role 01 the union representative
may have to change somewhat, In-
stead of being a grievance handler,
he/she becomes more a knowledge-
able facilitator, advisor, and educator,
whiclus a positive change "to

One of the new roles assumed by
Locai 'resident DeJesus, who in 1977
had rec. wildcat sinks at the Fremont
facility, was to participate in discus.
sons about the selection o supervi-
sors Said De Jesus:

9 Fortune. supra
10 °wan Bieber, UAW ViCws

Cordes `lot Bad Al Act" IN OnanY
clues hums/. Vol. V3. August 1982
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"Whoa, I thought, that's management
stuff. But my wife told me that after
years of complaining about supervi-sion. I now had the chance to partial-pate. And it was more than token
Per lictlabora the union's recommenda-
tions were taken. Now, if anyone com-
plains about a swan/sot, we're partlyto blethe.",,

De Jesus and the Othle union rep.
reSentatives atsti played an important
role in training, a critical part of the
startup at New United Motor. Begin.
ning In June 1984. some 240 product
Lion workers. Including the union rep-
resentative:, traveled to Japan for
three weeks of classroom and onthe-
)ob training on a Toyota production

phi, trainee! were Sere in groups
Of 32. A typical group would include

gross leaders. team leaders. and
union representatives. The company's
production managers also participated
in the training in Japan. The class-
room training included an introduction
to the Toyota Production System. In
ducting the concepts of Kaden (contin-
uous improvement). Jidoka (the quality
principle), and JustinTime (the pro-
dUCtiOn control system). Sessions were
held on team building, quality circles.
safety. unionmanagement relation.
ships, and the like. The classroom
sessions were followed by on-the-job
training in which each trainee worked
side by side with a Toyota trainer on
the Toyota assembly tine.

This assembly4ine training, which
lasted for 212 weeks, gave each
trainee practical experience in working
on the jobs that he or she would be
responsible for in Fremont. But the
most important past of the training in
Japan was that these American auto
workers were given a first-hand look at
the Toyota Production System. They
were able to judge for themselves
whether it could be adapted to an
American auto plant. Their expert -
en o's in Jaoan definitely left an IT
pression. Local President DeJesus.
one of the UAW representatives
trained in Japan. said of his expert.
snce In Japan:

"The thing I was most impressed with
was their humor relations, their re-
spect for one another, and how well
they work with one another If we
could rust apply one-half of how they

It Henry Weinstein, wonisrs Giving
G000 Marks TO GMToyola" Los
Angles &nes. December 16, 1964,

treat each other, we could realty im
Prey* the situation Torn what it used
to be.",*

Upon their return to the United
States, these 240 Peofffe. Including
the union representatives. formed the
core of trainers for newly hired team
members at Fremont. The union repre
sentatives worked with management in
establishing and operating the orients.
bon and training program for the 2.150
team members who were hired over
the next 18 months. Several union
representatives took full-time assign.
ments in New United Motor's Human
Resource Department to work on train-
ing and orientation

Each team member went through
a threteday assessment center and a
five-day orientation program These
sessions consisted of production simu-
lations, classroom exercises and °nen-
lawn lectures on the team concept,
New United Motor's production vs.
tern, quality, productivity, attendance,
Safety, Kaden, housekeeping, labor-
management relations, and compete
trre conditions in the auto industry
The classroom exercises were quite
unique for production workers For
example, in one exercise, individuate
were grouped together as a team to
build trucks out of toy blocks. In
another, the team was asked to set up
an assembly operation to increase
productivity and eliminate unnecessary
operations. These and other exercises
served as a demonstrative introduction
to the participatory work environment
of New United Motor.

Alter completing the assess.
mentionentation program, each team
member was given orthetob training
on the assembly line For team mem.
bets on tr.4 first shift, this meant a
very slow production start-up. Hiring
for the lira! shift began in May 1984.
From May through December, group
leaden, team leaders, and union rep.
resentatives were trained in Japan
They, in turn, served as the trainers
for newly hired team members. For
the firSt several months of production.
beginning in, December 1984. less
than two cart a day were produced as
team members painstakingly built,
took apart. and rebuilt cars, During
this period, team members were
trained by their team leaders and
group leaders They kaizexed" their
work tasks to improve efficiency and

12 PSA Magoon.. supto

quality Additional teem members were
added, production rates were skarn
increased, and full production on the
fat Shift wee finally reached in August
1985. some 15 months after the first
team memh..es had been hired
ur song for the Wend Shift did teat
ribe9n snot the summer of t9 4S well
after the first shift was operational,
Orethelob training for second shift
team members was accomplished by
owing team members from the sec.
and shift with the first shift, From
September through October 1985, as
new team members for the second
shin were hired, lacy worked with their
counterparts on the first shift. In tate
OCtOber, the second shift team mem
bets began working on their ownfirst
for two hours, then for fns. In Decern
ber, they were totally separated from
the first shift Their training continued
under the direction of the group lead.
ers and team leaden whO were pro-
Motel, after eight additional weeks of
classroom training on their own time.
from the first shift.

During the startup phase of New
United Motor, each team member re-
Cerved hundreds of hours Of Classroom
and °ho-lob training. and that train.
mg continues to this day, The overall
training program is costly and tone-
Consuming, but necessary to New
United Motor's long-term goals of
building a world-class quality car at a
compabfiv-. cost. Traditionally, little
time or effort has been put into the
training of American auto workers In
the words of Joel Smith, the UAW
International Representative at
Fremont, 'Training in the old days
consisted of grabbing someone off the
street, giving him a wrench and a
live-minute introduction about the lob.
throwing him on the assembly line.
and telling him to Work like hell
NUMMI was a refreshing change We
at the UAW believe strongly in the
importance of training, and we wel
corned the opportunity to participate in
the intensive training program for our
members at NUMMI "

Virtually all of New United
Motors training was developed and
performed 'rehouse. With the excel:
tiOn of S2 million in training funds
received from the State of California,
New United Motor bore the entire cost
of its training, 8y developing its own
training program. New United Motor
was able to tailor those programs to
its particular needs,
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A NEW ERA IN COLLECTIVE
BARGAINING

The formal coliecthre bargaining
agreement was negotiated in mid-

IOW one year after New United Mo-
tor hired Its Ms. MINA. While the
general framework laid out by de
Letter of Intent wee replaced by a
more detailed contract, the collective
bargaining agreement remained sue
to the principles of the Letter of Intent
and reflected the relationship that had
developed between labor and manage-
ment during the year the plant was in
operaffon.

Hailed by A. H. Ratildn of the
New York Thies as an "Industrial
breakthrough.'" the contract was rati-
fied by 92 percent of the work force.
According to the UAW's Chief Negon-
ator, Regional Director Bruce Lee. the
agreement "meets or exceeds U.S.
auto industry standards on economics,
union nigh a, and fob security, while
also acknowIedging the blending of
industrial,cultures and commitment to
Igfquatity, efficient ProduCtion."

Like the Letter of intent. the con-
tract bears the unmistakable influence
of the cooperative labor-management
philosophy at New United Motor: Ms
agement accepts its responsibility of
giving workers (leant wages. hob se-
curity, and participation in decision-
making; labor accepts Its responsibility
for promoting company productivity
and growth. The contract contain* a
number of concepts not generally
found in U.S. auto industry contracts.
Arnong them:

Joint unl011MilnageMent commit.
mint to resolve problems through
nortadversarial techniques based on
consensus Instead of confrontston;
Joint unionanagement commit-
mint to constantly seek improve-
ments In quality, productivity, and
cost;
Advance unionmanagement con-
sultation on layoffs, production
schedule change', major invest.
men% and other key discussions
usually considered do exclusive
domain of management:
Joint unionanagernent review of
unusual or mitigating circumstances
in advance of discharges or sus-
pension of workers;
Jan, union-management resolution
of problems arising from any

13. A.M. Raskin. "An Industrial Greek.
through," The New York roses. July
23, 1965,

worker's inability to meet work
rates, including the right of each
productonline worker to stop the
production line without fear of disci-
One: and
Thc strongest fob-secunty protec-
tion ever given to an existing UAW
work force, with management
*Dived to reduce its own salaries
and bring in subcontracted work to
the bargaining unit baron laying off
union members.

This contract symbolizes the new
labor-management relationship that
has been forged between New United
Motor and the UAW. What distin-
guishes this relationship from the bra.
dinette, structure is the promotion of
common unionmanageMent obtec
lives, the creation of communication
channels to support those objectives.
and the avoidance of adversarial Wu-
bons to problems.

For the UAW and its members.
the relationship promises fair wages
and benefitS, job security, and partici.
potion in decisions usually the sole
prerogative of management. For mere
agement, the relationship means an
involved. dedicated work force. with no
strikes. low absenteeism. few format
gnevances. and workplace flexibility
conditions requrod for high producter
Hy and high quality. From the "lose.
line" experience of confrontation. both
sides are crafting a "win-win cooper.
Mrs" relationship

The contract establishes a frame-
work necessary to maintain a coopers.
tive labor-management relationship.
But the words of a contract do not
e stablish the relationshipthe actions
01 the parties do. And the key to the
success of the relationship is trust.
which must be built up by practice
and experience. In the words ol Joel
Smith, the UAW's International Repre-
sentative at Fremont, "If we don't
cooperate with each other, the system
won't work. If it doesn't WOrk, then
stable. long-term employment is not
possible."

New United Motor is an exper
ment, closely watched by other auto-
mobile corripames. unions. academia.
and anyone concerned with America's
heavy manufacturing capability. II is a
test of whether American labor. .1

managed and equipped properly, can
compete in the world market. So far.

to Paul Shined,. GMTopia Piani
Brew °Cron Mold." San Francisco
Examiner. 'December 16. IOU

the results are very encouraging. Nat
wally. some skepticism and problems
remain. Twenty years of industrial
strife has tell its unfortunate mark on
the Fremont Plant. But real progress
has been made. In two short years. a
much maligned work force has r wn
that it can build cars at quality d
productivity levels that rival the
nese. An industrial battleground nos
been transformed into a "model of
industrial tranquility." Workers and
managers who have worked at NUMMI
are spreading the word that CoOpera
Lion between labor and management
really works. George Nano. Chairman
of the Shop Committee. remarks
"We brought many groups through the
plant to actually see what they have
heard about. Most of the unions and
management staff that have come
through the plant and talked with us
are encouraged by what we are doing.
and leave here with a very positive
attitude. They recognize that they
have to change their ways of doing
business and become cooperative with
each (Prier if they are going to survive
in the global economy,"ii

This huge plant is once again
vibrant. once again making a signifi
cant contribution to the local. state
and national economy. If NUMMI suc.
ceeds. it may point the way for Amen.
Can labor and management to effec
lively compete in the world market.

15 Werner, *eh George NOM, IX Guar.
telly NM Woo max sugared.

This case study was prepared
cooperatively by the New United Motor
Manufacturing, Inc the United Auto-
mcade Workers. and the U.S. Depart
mint or Labor.
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[Whereupon, at 12:40 p.m., the committee was adjourned, subject
to the call of the Chair.]
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