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Transmittal
TO THE PRESIDENT AND THE CONGRESS OF THE UNITEDSTATES

In accordance with Title IV, Section 475 of the Job Training Partner-
ship Act of 1982 (Public Law 97-300), it Is with great pleasure that we
transmit the Seventeenth Annual Report of the National Commission
for Employment Policy. This report presents the Commission's ac-
tivities during Program Year 1991(July 1, 1991 through June 30, 1992).

Respectfully submitted,

John C. Gartland, Chairman
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Message

A Message from the Chairman

The National Commission for
Employment Policy focused on
public policy issues in employment
and training during Program Year
1991 that were critical to the United
States economy. Our research,
conferences, and Congressional
testimony provided us with the
tools to influence Administration
and Congressional actions on em-
ployment and training issues.
They also brought the private sec-
tor more directly into the policy-
making process on employment
and training issues.

The United States has not expe-
rienced employment gains over the
past two years similar to those
of the 1980s. We recognize the
reasons for this: the recession, in-

creased costs to business from
higher levels of government regula-
tion, increased tax rates, and dislo-
cations due to such factors as
imports and productivity increases,
among others. We believe that the
time is ripe to reassess the princi-
ples underpinning an economic
policy that maximizes employment
growth. The seven principles pre-
sented below show that our Na-
tion's economic policies need to
promote development of our great-
est resource -- human capital -- if
we are to meet the opportunities
posed by an increasingly competi-
tive world economy.

Economic growth is the first
best solution to increasing em-
ployment; therefore, employ-
ment considerations should be
an integral and explicit part of
economic policymaking at all
levels.

Government should adopt
macroeconomic policies that
are favorable towards generat-
ing increased demand for em-
ployment.

Government should not take
any actions that deliberately
and unnecessarily result in
worker dislocations and layoffs
in the private sector.

The government should maxi-
mize the role of the private
sector in government-spon-
sored job training programs;
public/private partnerships are
vital for addressing our eco-
nomic problems and their con-



sequences for employment,
training, and the workplace.

State and local flexibility and
participation in the design of
job training programs is critical;
only state and local service
providers can offer services tai-
lored to local needs.

International trade policies
should be pursued that maxi-
mize opportunities for Ameri-
can workers; an open trading
system is the best mechanism
for accomplishing this goal.

The Nation's educational sys-
tem and each family need to
work together and reinforce
each other to ensure that to-
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day's youth are educated to
meet the demands of the in-
creasingly complex and com-
petitive workplace.

Adherence to the principles
listed above is critical to achieving
sustainable employment opportuni-
ties. The challenges facing our
employment and training system
are enormous. As employment op-
portunities for a more diverse
group of workers expand, greater
skill levels will be required. Tech-
nological advances are changing
the workplace. Employment pat-
terns in the Unite,*, States will
change as the mix of the service
and manufacturing sectors con-
tinue to evolve in response to do-
mestic demand and foreign

8

competition. Regional and other
trade agreements that will be im-
plemented in the coming years will
also affect employment patterns.

As I conclude my fourth year as
chairman, I would like to note that it
has been a pleasure to work with
Commissioners and staff who are
dedicated to addressing the Na-
tion's employment and training
needs.

JOHN C. GARTLAND
Chairman

September 17, 1992



Members

Members of the Commission
During Program Year 1991

I
EDUARDO AGUIRRE, JR.
Houston, Texas

Mr. Aguirre was appointed as a
Commissioner on January 2, 1991 by
President Bush. He is Senior Vice
President of Nations Bank in Houston,
Texas where he is responsible for in-
ternational private banking activities
nationwide. His past appointments in-
clude the Texas Job Training and Co-
ordinating Council and as a
non-attorney Director of the State Bar
of Texas.

JOHN C. GARTLAND
CHAIRMAN
Potomac, Maryland

Mr. Gartland was designated Chair-
man of the Commission by President
Bush in April 1989. He was appointed
to the Commission on March 3, 1987,
and re-appointed on September 29,
1989. He is Director of Washington
Affairs for Amway Corporation in
Washington, D.C. Mr. Gartland is a
member of the U.S. Chanter of Com-
merce and the advisory board of the
Close-Up Foundation, and Chairman of
the Jefferson Foundation.

CHARLES G. BAKALY, JR.
Pasadena, California

Mr. Bakaly was appointed to the
Commission by President Bush on
May 18, 1992. He is a Senior Partner
in the law firm of O'Melveny & Myers in
Los Angeles, California. He has
authored books and articles on labor
and employment law. He is a past
chairman of the American Bar Associa-
tion's Section on Labor and Employ-
ment Law and a Fellow of the
American College of Trial Lawyers.
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LYNNE F. EGGE JAMES J. LACK
Alexandria, Virginia East Northport, New York

Ms. Eggs was appointed as a Com-
missioner on January 2, 1991 by Presi-
dent Bush. She has served as
Secretary-Treasurer of the Inde-
pendent Union of Flight Attendants
(IUFA) and as Base Chairperson of
IUFA's Washington base. She also
served on the IUFA Executive Board.
From 1967 to 1991, Ms. Egge served
as a Flight Attendant and Purser for
Pan American World Airways, Inc. Ms.
Eggs resigned from the Commission in
April 1992.

DONALD W. JONES
Springfield, Missouri

Mr. Jones began his first term as
Commissioner on June 6, 1988, and
was re-appointed by President Bush
on May 30, 1991. He is a partner in
the law firm of Huiston, Jones, Gam-
mon & Marsh in Springfield, Missouri.
Mr. Jones is a member of the Missouri
and Greene County Bar Associations
and the American Bar Association.
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Mr. Lack was appointed to the Com-
mission by President Bush on May 18,
1992. He began serving in the New
York State Senate in January 1979,
representing the western portion of
Suffolk County, Long Island. He
serves as Chairman of the Senate La-
bor Committee and the Majority Steer-
ing Committee. He is a partner in the
law firm of Smyth & Lack in Hunt-
ington, New York, and a member o.
the New York State Job Training Part-
nership Council and the Youth Employ-
ment Advisory Council.

MELANIE M. LACKLAND
Columbus, Ohio

Ms. Lack land was appointed as a
Commissioner by President Bush on
April 10, 1991. She is the Chief Ad-
ministrative Officer for the Ohio De-
partment of Transportation. Ms.
Lack land has over fifteen years experi-
ence in human resource management
and employee relations in both the
public and private sectors.
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J. MICHAEL LEVESQUE
West Warwick, Rhode Island

Mr. Levesque was appointed Com-
missioner on June 10, 1988 and was
re-appointed by President Bush on
May 30, 1991. He is Mayor of West
Warwick, Rhode Island. Mr. Levesque
has served on various state and local
committees such as Strike Force for
Literacy, Rhode Island Adult Education
Literacy Council, and the Industry-Edu-
cation-Labor Council.

MARGOT E. MACHOL
Washington, D.C.

Ms. Machol was appointed to the
Commission by President Bush on Oc-
tober 31, 1990. She is President of
Chesapeake Associates, an economic
consulting firm. She served as a Com-
missioner of the Federal Trade Com-
mission from 1988 through 1990.
From 1985 to 1988, she was Special
Assistant to the Chairman of the Coun-
cil of Economic Advisers.



FRANK D. MCDONALD
Thousand Oaks, California

Mr. McDonald is serving a second
term as Commissioner, appointed on
July 30, 1985, and re-appointed Febru-
ary 1, 1988. He is a real estate de-
veloper in Thousand Oaks, California.
Prior to this, he was President of
McDonald Enterprises, a plastics and
industrial property firm in Newbury
Park, California. Mr. McDonald's term
expired on September 30, 1991.

JERRY J. NAYLOR
Agoura, California

Mr. Naylor was appointed as a
Commissioner on November 21, 1985,
and re-appointed on September 21,
1988. He is Senior Partner of The
Hoffman Naylor Group, a public rela-
tions organization producing media
concepts and events. Prior to this, he
served as Vice President of Capital
Programs at California Lutheran Uni-
versity. Mr. Naylor's term expired on
September 30, 1991.

J. FERNANDO NIEBLA
Santa Ana, California

Mr. Niebla was appointed to the
Commission by President Bush on De-
cember 10, 1990. He is President of
Infotec Development, Inc., a company
that he founded in 1978 to provide
computer-related technical services
and products. Mr. Niebla is a member
of the U.S. Senate Republican Confer-
ence Task Force on Hispanic Affairs.
His term expired on March 20, 1992.

r.
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SHIRLEY V. PETERSON
Playa del Rey, California

Ms. Peterson was appointed to the
Commission by President Bush on
January 3, 1992. She is Corporate
Vice President for Ethics and Business
Conduct at Northrop Corporation.
Prior to joining Northrop, she served as
Administrator of the Office of Employ-
ment Security at the U.S. Department
of Labor and as Executive Director of
the North Dakota Job Service.
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HENRI S. RAUSCHENBACH
Brewster, Massachusetts

Mr. Rauschenbach was appointed
to the Commission by President Bush
on December 10, 1990. He was
elected to the Massachusetts Senate
in 1988 from the Cape and Islards dis-
trict. He is Chairman of the Cape
Cod/Martha's Vineyard/Nantucket Re-
gional Employment Board, a member
of the Massachusetts' JOBS Council.

A. WAYNE ROBERTS
Burlington, Vermont

Mr. Roberts was appointed as a
Commissioner on October 1, 1986,
and re-appointed in October 1988. He
is President of the Lake Champlain Re-
gional Chanter of Commerce in Ver-
mont. Prior to this, he was Deputy
Under Secretary (1983-86) and the
Secretary's Regional Representative
(1981-83) at the U.S. Department of
Education. Mr. Robert's term expired
on September 30, 1991.
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ROBERT D. ROWE
Fort Wayne, Indiana

Mr. Rowe was appointed to the
Commission by President Bush on
May 17, 1991. He is currently the
President of Rowe Industries as well
as an investment broker for Century 21
Aboite in Fort Wayne, Indiana. Prior to
this, Mr. Rowe was Director of Vice
President Dan Quayle's Indiana office.
He also serves on the Advisory Board
of Lincoln National Bank in Huntington,
Indiana.

ROBERT 0. SNELLING, SR.
Dallas, Texas

Mr. Snelling was appointed to the
Commission by President Bush on
May 18, 1992. He is Chairman and
CEO of Snelling and Snelling, Inc., a
personnel services firm. He served on
the U.S. Department of Labor's Com-
mittee on Employment and Unemploy-
ment and was appointed by Congress
to serve on the White House Confer-
ence on Small Business. He is the
author of several books and articles on
employment issues.

ROGER J. WHYTE
Bethesda, Maryland

Mr. Whyte was appointed to the
Commission by President Bush on Oc-
tober 20, 1990. Since 1987, he has
been a Vice President at A.T. Keamey
Executive Search. From 1984 to 1987,
Mr. Whyte served as Deputy Under
Secretary of Commerce for Travel and
Tourism. He is a member of the Indus-
try Sector Advisory Committee on
Service Industries to the U.S. Trade
Representative and the Secretary of
Commerce.

JAMES W. WINCHESTER
Pass Christian, Mississippi

Dr. Winchester was appointed as a
Commissioner on May 16, 1987, and
re-appointed in May 1988. He is
President of Winchester and Associ-
ates, Inc., a management consulting
firm in Pass Christian, Mississippi. He
served previously as Associate Admin-
istrator of National Oceanic and At-
mospheric Administration at the U.S.
Department of Commerce. Dr. Win-
chester's term expired on September
30, 1991.



Mandate

The Role of the Commission

The National Commission for
Employment Policy is an inde-
pendent federal agency authorized
under the Job Training Partnership
Act (JTPA) of 1982. The Commis-
sion analyzes employment and
training issues and policies and
recommends to the President and
Congress areas where policy or
programmatic changes would as-
sist the Nation's workforce in

becoming more productively em-
ployed. The Commission was
originally established in 1973 as
the National Commission for Man-
power Policy by the Comprehen-
sive Employment and Training Act
(CETA) and was given its present
name in the 1978 amendments to
CETA.

Commission Meeting
in Orlando, Florida.

The Commission is comprised of
15 members, appointed by the
President, who are broadly repre-
sentative of the sectors of the Na-
tion concerned with employment
and training matters. The Commis-
sioners serve in a voluntary capac-
ity for three-year terms, reflecting
their experience as business and
labor leaders, human resource pro-
fessionals, and state and local
elected officials. The President
designates one Commissioner as
Chairman. The Commission is
supported by a professional and
administrative staff.

The Commission's broad man-
date allows it to examine issues of
development, coordination, and ad-
ministration of employment and
training programs. Among the
Commission's major responsibili-
ties are:

identifying the employment
goals and needs of the Nation,
and assessing the extent to
which employment and train-
ing, vocational education, pub-
lic assistance policies, and
other policies and programs
under JTPA and other laws
represent a consistent, inte-
grated, and coordinated ap-
proach to meeting such needs
and achieving such goals;
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examining and evaluating the
effectiveness of federally-
assisted employment and train-
ing programs, including those
under JTPA as well as other
laws;

identifying and assessing the
goals and needs of the Nation
with respect to economic
growth and work improve-
ments, including conditions of
employment, organizational
effectiveness and efficiency, al-
ternative working arrange-
ments, and technological
changes; and
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advising the Secretary of Labor
on the development of national
performance standards and the
parameters of variations of
such standards for JTPA pro-
grams.

To meet its responsibilities, the
Commission conducts and spon-
sors research, holds public hear-
ings and conferences, visits em-
ployment and training sites, and
then synthesizes findings from
these activities and prepares rec-
ommendations for the President,
the Congress, and Executive
Branch agencies. In addition to

BEST COPY AVAILABLE

presenting its reports to the Presi-
dent and the Congress, the Com-
mission distributes them widely to
the various federal departments
and agencies, state and local gov-
ernment officials, members of the
education and employment and
training communities, public policy
researchers, and the public.

The Commission is required to
meet no fewer than three times
each year. The meetings are pub-
lic; dates and times are published
in the Federal Register. The meet-
ings held during Program Year
1991 are listed on this page.



Research

Commission Research And
Related Activities During
Program Year 1991

This section describes the status
of the research projects and related
activities of the National Commis-
sion for Employment Policy as of
the close of Program Year 1991.
The projects are grouped into five
areas. The first two areas address
the Commission's broad mandates
on issues relating to the functioning
of the U.S. labor market: "Antici-
pating Economic Change" and
"Responding to a Changing Labor
Force." The remaining three areas
focus on the Commission's more
specific mandates on the role of
employment and training programs

BEST COPY AVAIUBLE

Chairman Gartland
speaking at PIC
Chairs Forum in
Washington, D.C.

in improving the functioning of the
labor market: "Improving Coordi-
nation of Federally-Sponsored Em-
ployment and Training Programs,"
"Overseeing Implementation of the
Job Training Partnership Act," and
"Enhancing the Scope of Employ-
ment and Training Programs."

In selecting its policy agenda
and the topics that it addressed,
the Commission was guided pri-
marily by four factors:

a need to advance the state of
knowledge and further the pub-
lic debate on major issues and
events affecting the workplace,
the U.S. labor market, and em-
ployment and training pro-
grams;

the Commission's ongoing
mandate to advise the Secre-
tary of Labor on JTPA's per-
formance standards;

other legislative mandates and
congressional requests related
to the workplace and employ-
ment and training; and

the effectiveness of employ-
ment policies and programs.
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The descriptions of individual
projects in each area below include
a brief discussion of the general is-
sue that the project is addressing,
Commission activities under that
project (such as research, hear-
ings, conferences, and site visits),
Commission findings and recom-
mendations (where appropriate),
and the timetable for additional ac-
tivities and completed reports.
Summaries of completed Commis-
sion reports are also presented in
this section.

Anticipating
Economic
Change

The U.S. labor market is affected
by changes in both the domestic
and the international economies.
During Program Year 1991, the
Commission undertook research
on broad issues concerning the
functioning of the U.S. labor mar-
ket. Some of the Commission's re-
search focused on how economic
change affects the U.S. labor mar-
ket. A second major focus was on

the effects that international events
have on U.S. labor markets.

Short- and Long-Term
Changes in the Labor Market
Due to Current Changes in the
Economy. A recession weakened
the U.S. economy during most of
the past two years. During Pro-
gram Year 1991, the Commission
examined the changes occurring in
the economy. Among the factors
examined were the reasons for the
economic downturn, alternative
scenarios for the recovery, and the
short- and long-term effects of the
downturn on national and regional
labor markets. A special emphasis
was placed on the changes occur-
ring in the labor market as a result
of the economic downturn and on
the roles that employment and
training policies and programs
could play in assisting workers ad-
versely affected by these changes.

The current recession differs
from previous ones in several im-
portant ways. For example, it has
been relatively mild by historical
standards, particularly in compari-
son to the recessions of the 1970s
and 1980s. Taking into account
discouraged workers, joblessness

1
a

w 3

in 1990 - 1991 was 8.0%; this was
3.0 percentage points below the
11.0% average of recessions in the
previous two decades.

In addition, workers in the seem-
ingly recession-proof service-pro-
ducing sectors, as well as workers
in management positions, have ex-
perienced larger than usual in-
creases in joblessness. As a result
of these phenomena, the recent re-
cession has sometimes been la-
belled "a white-collar" recession.
However, this label overlooks the
fact that the cyclically sensitive
goods-producing industries -- and
blue collar workers were still the
most likely to be without jobs. Al-
though the unemployment rate for
management and professional
workers was less than half the na-
tional average in 1990 - 1991, the
unemployment rate among blue
collar workers was one and a half
times the national average.

Two other factors have differenti-
ated this recession from others.
First, the recession has been char-
acterized by an unusually large de-
cline in consumer spending relative
to investment. Second, consumer
confidence has been well below
that indicated by economic condi-
tions.

The Nation's economic recovery
is expected to be slow by historical
standards. Nevertheless, there will
be a continuation of the long-term
growth in the service sector, imply-
ing that most of those who lost
their jobs in this part of the econ-
omy can expect to eventually find
jobs similar to their previous ones.

Commissioner Rowe
observing workers at
contract manufactur-
ing facility in Control,
Mexico.
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Commissioners
Aguirre, Rowe, and

Peterson discussiing
NAFTA with Port of

Brownsville official.

Unemployed workers from the
goods-producing sectors are ex-
pected to have more difficulties,
since some of the recent job losses
in these sectors are likely to be
permanent.

The Commission's report on this
subject will be completed during
Program Year 1992. The research
will include government options for
assisting workers adversely af-

fected by such downturns.

International Issues Affecting
the Workplace. Employment and
Training. As a result of the con-
tinuing internationalization of the
U.S. economy, developments in
other countries and in the interna-
tional economy have a greater ef-
fect upon the United States now
than in the past. During Program
Years 1990 and 1991, the Com-
mission has been conducting a re-
search program that examines
international issues affecting the
workplace, employment, and train-
ing in the United States. This pro-
ject examines important current
and emerging international devel-
opments and their employment-re-
lated effects on the United States
(in terms of labor markets, technol-
ogy, competitiveness, worker mi-
gration and mobility, and trade and
investment). The program focuses
on the North American Free Trade
Agreement (NAFTA) and on Euro-
pean economic integration.

NAFTA. The United States,
Canada and Mexico have negoti-
ated a North American Free Trade
Agreement (NAFTA) that will result
in a unified $6 trillion market with

I

360 million people and $200 billion
in trade. The economic impact of a
free trade agreement with Mexico
will differ across regions and indus-
tries in the United States. Trade
liberalization should stimulate pro-
duction of the labor-intensive sec-
tors in Mexico and shift labor into
the capital-intensive sectors in the
United States and Canada. Be-
yond these gains, trade liberaliza-
tion brought about by a NAFTA
may have a "pro-competitive" ef-
fect on domestic firms, resulting in
additional gains from the realiza-
tion of economies of scale and the
removal of protectionism.

If NAFTA is implemented, the
nation's nonelectrical machinery
sector would experience one of the
largest manufacturing employment
gains. This sector includes com-
puters, office equipment, engines
and turbines, farm machinery, con-
struction and mining machinery.
Moreover, many jobs would be cre-
ated that are not directly involved
with exports to Mexico (especially
in the transportation, communica-
tions, and utilities sectors). States
along the U.S.-Mexican border that
have already developed business
relationships with Mexico would
clearly have the advantage.
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American industries that are
more labor-intensive would slowly
deteriorate as a result of lower
Mexican wages. As a result of their
large concentration of apparel and
textile firms, states such as Ala-
bama, Kentucky, Mississippi, and
Tennessee will experience de-
creases in jobs in the short-term
and in their propensity to supply
mostly domestic markets.

Many observers expect that the
increased economic interactions
between the United States and
Mexico will make it easier for work-
ers to cross the border in the short
term. Over the medium to longer
term (5 to 10 years), job growth
and increasing wages in Mexico
stimulated by NAFTA may de-
crease Mexican emigration. Stud-

ies suggest that Mexican im-
migration to the United States will
continue, whether or not a NAFTA
is adopted. NAFTA puts in place a
structure that may prevent immi-
gration from rising rapidly during
the first decade of the 21st century.

The Commission is conducting
studies to examine NAFTA's impli-
cations for U.S. employment and
the workplace. Although our pre-
liminary findings indicate that

13



tlo

g- s-41--alk Ai

NAFTA will enhance and maximize
opportunities for American work-
ers, they also confirm the belief
that NAFTA will result in some
level of employment dislocation in
regions where industry is labor-in-
tensive, especially where there are
large concentrations of apparel and
textile industries. Therefore, the
effectiveness of programs to assist
workers who have been dislocated
from their jobs is an important pub-
lic policy issue.

These dislocation issues will
likely be reviewed during Congres-
sional debate on NAFTA. Certain
actions on trade adjustment assis-
tance may be necessary to ad-
dress those concerns and assist
workers who would be affected ad-
versely by the free trade agree-
ment. Therefore, the Commission
is developing several recommen-
dations that address these employ-
ment dislocations.

The Commission is examining
four major issues that address
potential disruptions to U.S. indus-
try and employment from NAFTA:
(1) the direction or focus of job re-
training and relocation programs;
(2) institutional issues, i.e., the re-
lationship between the Trade Ad-
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just ment Assistance (TAA) pro-
gram and the Economic Disloca-
tion and Worker Adjustment
Assistance (EDWAA) program;
(3) worker adjustment assistance
funding levels; and (4) service de-
livery problems and the mix of pro-
grams serving farmworkers and
non-farmworkers in agriculturally-
related industries, including mi-
grant workers.

To gain first-hand knowledge of
NAFTA-related employment is-
sues, the Commission also went
on a site visit to Brownsville, rexas
and Matamoros, Mexico to learn
about manufacturing and economic
development operations along the
Texas-Mexico border. The Com-
mission visited a Mexican ejido (a
small business that manufactures
products on a contract basis for
large U.S. or Mexican firms) and a
U.S.-Mexico twin plant operation
(also referred to as maquiladoras
or production-sharing facilities).
The Commission met with local
educators and social service
providers to discuss the education
problems in the Rio Grande Valley
and the education, health care, job
training, and housing needs of
Mexican immigrants living in colo-

Commissioners
Rauschenbach and
Levesque at Com-
mission meeting.

nias (srr111 ghetto-like areas along
the Tex.,-Mexico border).

The Commission will be review-
ing its draft findings and recom-
mendations at its September 1992
Commission meeting. After that
meeting, a letter containing the
Commission's findings and recom-
mendations will be sent to the ap-
propriate Executive Branch
agencies and congressional com-
mittees.

Europe. Europe is currently un-
dergoing radical economic reform.
In addition to the planned changes
as a result of EC92 (the integration
of the European Community [EC]
scheduled for completion later this
year), European political leaders
and policymakers have had to ad-
dress the desires of the European
Free Trade Area countries and the
newly democratic East European
countries to join the EC countries
in complete economic integration.
The changes needed to accom-
plish EC92's objectives are over-
whelmingly complex. These
changes include the elimination of
differences in regulatory and tech-
nical standards, the elimination of
nontariff barriers to trade, opening
up competition for government pur-
chases in each nation to firms in all
EC nations, and the elimination of
laws preventing providers of cer-
tain services from operating across
national boundaries.

Although some of the effects of
these changes on Europe can be
estimated, it is not obvious how
they will affect the rest of the world
-- especially in terms of the labor
market impacts on the United



States. There are certain to be re-
percussions felt in the United
States regardless of the size of the
effects. These effects may be felt
in immigration, capital markets,
and trade in goods and services.
Although the largest changes de-
scribed above would be unlikely to
have significant effects on immigra-
tion to the United States, the other
routes might lead to changes in
U.S. earnings and employment
growth. The magnitude of these
changes will depend, of course, on
the particular industries or sectors
involved.

A Commission study on Euro-
pean economic integration is ex-
amining these changes in terms of
their impact on U.S. employment,
earnings, and income distribution
and the challenge to U.S. policy-
makers in terms of the worker and
the workplace. U.S. adjustment
assistance, European industrial
policy, competitiveness, and trade
policy are among the issues that
are addressed. This study will be
completed during Program Year
1992.

Addressing Employment Ef-
fects in the Regulatory Process.
On January 30, 1992, President
Bush tasked the Council on Com-
petitiveness, chaired by Vice Presi-
dent Quayle, with implementing
both a 90-day moratorium on new
regulations and a review of the
regulatory burdens that govern-
ment was placing on industry. The
Commission responded to the
heightened interest in regulatory
reform with an examination of how
well employment issues are ad-
dressed in the regulatory develop-
ment process.

Few agencies address effec-
tively employment issues in their
regulatory deliberations. It also ap-
pears that few studies have been
performed on this topic by private
groups, unless the study is associ-
ated with a particular regulation.

Although some analyses address
the dislocation effects of particular
regulations due to the closure of
noncompliant facilities, the prohibi-
tive cost of investing in particular
types of equipment to achieve
compliance, or the movement of fa-
cilities out of the country, there are
few analyses that address such ef-
fects as reductions in the number
of new employees hired, the dis-
missal of current employees, and
reductions in salaries or wages
(where such flexibility exists).

The Commission is conducting a
study to examine the extent to
which employment effects are con-
sidered during the regulatory proc-
ess. The study involves a literature
search, analyses of selected agen-
cies' regulatory process, and inter-
views with regulatory officials. This
review will be completed in the fall
of 1992. Based upon that analy-
ses, the Commission will determine
what actions, if any, the Commis-
sion should take to increase the
prominence of employment effects
in regulatory cost/benefit analyses.

State-Financed. Employer-
Based Retraining Programs. As
part of their overall efforts to assist
workers, many states offer some
type of state-financed, employer-
based retraining programs for
workers who would otherwise be
dislocated due to technological or
other changes in their firms. The
Commission began a long-term
project in Program Year 1987 that
examined the feasibility of evaluat-
ing state-financed, workplace-
based retraining programs.

The first Commission report
stemming from this project, pub-
lished in January 1989, clarified the
policy rationale and intervention
model for these programs and pre-
sented a method for evaluating
them. The second report, Eva lug:
ing State-Financed Workplace-
Based Retraining Programs: A
Report on the Feasibility of a Busi-
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ness Screening and Performance
Outcome Evaluation System (May
1990), addressed the feasibility of
implementing such an evaluation.
It was based on state-financed re-
training programs in California, Illi-
nois, Missouri, and New York.

The third and final report in this
series, Evaluating State-Financed,
Workplace-Based Retraining Pro-
grams: Case Studies of Retraining
Projects, was issued this program
year (April 1992). It presents case
studies of the 24 training projects
in the four states on which the fea-
sibility study was based. The vol-
ume provides an overview of each
retraining project with a special fo-
cus on the linkage between the re-
training and the company's
objectives in having undertaken the
project.

Responding
to a Changing
Labor Force

An important focus of the Corn-
mission during Program Year 1991
was on ways that public policy may
need to respond to a changing la-
bor force. The changing demo-
graphics of the Nation's labor force
presents a formidable challenge to
public and private sector employ-
ment and training programs. The
Commission's activities in this area
during the past year addressed the
nature and characteristics of the di-
verse workforce, the effect of em-
ployee benefits on the economy,
and the potential for upward mobil-
ity in the service sector.

Training an Increasingly Di-
verse Population. In Program
Year 1990, the Commission initi-
ated a project to assess the educa-
tion, training, and employment
needs of an increasingly diverse
U.S. population and the extent to
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which government policies and
programs meet its needs. During
the first year of this project, the
Commission sponsored research
on a variety of ways the labor force
is becoming increasingly diverse
and on the particular groups and is-
sues relating to the demands that a
diverse population can place on
education and training programs.
Next, a Commission-sponsored
conference on "Training a Diverse
Population" addressed such issues
as the ways in which the popula-
tion and the labor force are chang-
ing, including the shifting
demographics of the labor force
and potential labor force entrants;
how employers presently are man-
aging increasing diversity in their
labor forces; and public and private
sector education and training pro-
grams for diverse groups.

The Commission issued its re-
port on this topic, A Changing Na-
tion -- Its Changing Labor Force, in
this program year (November
1991). This report examines the
multi-dimensional nature of the di-
versity of the nation's labor force.
It provides a framework for assess-
ing current programs and strate-
gies and for planning future
education and employment and
training approaches. Specifically,
the report develops a profile of the
changing workforce, giving particu-
lar attention to groups that will con-
stitute the growth in the labor force
between now and the next century;
focuses on the diversity that exists
among and within the groups; ana-
lyzes the economic dimensions of
this diversity; and gives special at-
tention to both those persons who
might be expected to experience
difficulty in the labor market and
the reasons for those difficulties.
The report is summarized on these
pages.
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A Changing Nation --
its Changing Labor Force

(November 1991)

Background

The U.S. population has undergone a rapid and profound trans-
formation over the past two decades. As the country's population
changes, so does its labor force. Together, immigrants and the
many groups of native-born workers are creating a more diverse
American workforce.

The labor market is changing markedly. The supply of workers Is
increasing in its diversity. Not only are the proportions of the racial
and ethnic groups in the labor force shifting, but also diversity
within these groups is expanding.

Changes on the labor supply side are taking place against a
backdrop of rapid change on the demand side. Work is being reor-
ganized and restructured, and greater skills are being required of
persons entering the job market. Work Is being performed In ways
that differ from the past and entrance standards are rising for per-
sons seeking employment. The convergence of changes on both
the supply and demand sides of the labor market can be expected
to put pressures on the institutions on which the society relies for
the preparation of persons for participation in the labor market.

An important aspect of diversity is economic diversity ques-
tions of participation and relative success in the labor market.
Some groups In the diverse population are having greater diffi-
culty in securing and retaining employment than other groups.
There are some fairly distinct differences among and within the
groups (blacks, Hispanics, Asians/Pacific islanders, and Native
Americans).

Black males have a low and apparently still declining rate of la-
bor force participation compared with men in the other groups;
[they] earn less than white and Asian men but more than His-
panic men. Black women also have high unemployment rates,
but they have higher rates of labor force participation than
women in the other groups (except Asian women). Their wages
are only slightly lower than those for white women.

The labor force participation rate for Hispanic men Is higher
than those for whites or blacks; however, Hispanic men earn
very low wages. Hispanic women have both low labor force
participation rates and low earnings.

With respect to two smaller groups In the economy, the data
show that Asians/ Pacific Islanders have high rates of labor
force participation, relatively low unemployment, and high earn-
ings, while Native Americans have low rates of labor force par-
ticipation, high rates of unemployment, and low earnings.
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competitive business environment. Developing the human capital of
their workers is not a high priority for many small companies.

In general, many upward mobility programs focus on manage-
ment training of thoae workers who are neither low-skilled, economi-
cally disadvantaged, nor dislocated. Rather, these workers already
posses the requisite educational credentials and employment expe-
rience to place them on an advanced technical managerial track.
Many upward mobility programs are targeted toward entry-level
workers, regardless of whether they represent economically disad-
vantaged or dislocated workers.

The success or failure of a company's upward mobility program
Is due to a variety of factors. Three general conditions seem impor-
tant in successful upward mobility programs: (1) availability of ade-
quate training resources (financial and personnel) and management
support of the training program; (2) labor and/or worker involvement
In the design and implementation of training programs; and (3) joint
labor-management cooperation In program design and operation.

There are several avenues for enhancing private sector efforts,
and government support of such efforts, to develop upward mobility
programs:

innovative strategies need to be explored by the private sector
to overcome the lack of resources for worker training.

Corporations need to promote a positive organizational culture
Including Improving both workers' attitudes about training and
management's support for training programs.

Federal government support for Information dissemination, in-
novative program approaches, and evaluation research will en-
hance private sector efforts to expand upward mobility
programs for disadvantaged and dislocated workers.

Employment Changes in Service Producing Industries 1979 -1989
(Number of Jobs Estimated In Thousands)

Industry 1979 1989
Percent

(Change)
Transportation and Public Utilities 5,136 5,705 11.1

Trucking and warehousing 1,339 1,660 24.0

Electric, gas, sanitary services 806 936 16.1

Wholesale Trade 5,204 6,234 19.8

Retail Trade 14,989 19,575 30.6

Finance, Insurance, and Real Estate 4,975 6,814 37.0

Credit agencies, non-bank 554 908 63.9

Insurance carriers 1,200 1,468 22.3

Services 17,112 26,892 57.2

Hotels 1,059 1,603 51.4

Business services 2,905 5,789 99.3

Amusement, recreation services 712 976 37.1

Health 4,993 7,635 52.9

SOURCE: Uoward Mobility Programs in the Service Sector for Disadvantaded and Dislo-
cated Workers NCEP, May 1992.

Employee Benefits Costs and
Their implications for Employ-
menLarialm. In Program Year
1989, the Commission conducted a
number of studies on employee
benefits and their implications for
the workforce, the employer, and
the economy as a whole. Among
the topics covered have been ways
that employers can adjust to
changes in the workforce (including
specific suggestions for altering
their methods of recruiting entry-
level workers, techniques to train
prospective employees, literacy
training, and how to provide child
and elder care), state child care
policies and programs, and em-
ployee benefits for American work-
ers.

In Program Year 1991, the Com-
mission began an examination of
the provision of selected employee
benefits and their labor market ef-
fects in the leading industrialized
countries and some developing
countries in order to ascertain les-
sons learned" for the provision of
employee benefits in the United
States. The study examines both
privately-provided, negotiated
benefits (such as pensions, health
insurance, and days off from work)
and publicly-mandated benefits
(such as social security, medicare,
and workers compensation). The
emphasis of this work is on the
costs of providing benefits and the
relationship of these costs to em-
ployment growth.

Labor Markets In the Service
Sector: Opportunities for Dislo-
cated Workers and the Economi-
cally Disadvantaged. The service
sector has become a dominant
component of the U.S. labor mar-
ket. Since 1980, service industries
have produced over 20 million jobs
beyond that produced by manufac-
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taring, mining, and agriculture com-
bined. In Program Years 1990 and
1991, the Commission undertook a
study to examine the extent to
which firms in the service sector
have or have not established up-
ward mobility programs for low-
skilled, economically disadvan-
taged workers as well as dislo-
cated workers, some of whom
have many years of work experi-
ence.

In May 1992, the Commission
published Upward Mobility Pro-
grams in the Service Sector for
Disadvantaged and Dislocated
Workers. This report provides in-
formation on the current status of
upward mobility programs, identi-
fies factors related to successful
program implementation, and de-
scribes exemplary programs that
pave the way for others to follow.
The specific industries within the
service sector that were examined
include transportation and public
utilities; wholesale and retail trade;
finance, insurance and real estate;
and general services such as ho-
tels, health, and business services.
The employment changes in the
service sector during the 1979
1989 period are presented in the
table below. The report itself is
summarized in the accompanying
box.

As part of its effort to better un-
derstand employment practices in
the service sector, the Commission
went on a site visit to Walt Disney
World, in Orlando, Florida. As the
largest employer in Orlando, and
as a good representative of the ho-
tel and amusement and recreation
services components of the service
sector, Walt Disney World provided
the Commission with an opportu-
nity to hear some interesting per-
spectives on upward mobility
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Upward Mobility Programs in the
Service Sector for Disadvantaged

and Dislocated Workers
(May 1992)

The importance of the service industries in the overall U.S. econ-
omy has steadily increased, especially in the last decade. The serv-
ice sector has become a dominant component of the U.S. labor
market.

Overall, disadvantaged and dislocated workers in the service sec-
tor continue to have limited access to training and career develop-
ment opportunities. Program participation is often contingent on
the availability of public funding, namely JTPA monies allocated to
train these groups of workers. Career upgrading of these workers
falls largely within the domains of corporate management and labor
unions.

Upward mobility programs refer to corporate policies and proce-
dures designed to provide workers with career development oppor-
tunities beyond those acquired through ongoing wad( experience.
Some upward mobility programs consist largely of well-defined ca-
reer ladders and management policies on promotions. Formal ca-
reer ladder programs are more often found In service industries in
which employee-client interaction Is the "product," or at least an in-
tegral aspect of the business (e.g., hotels), as opposed to industries
in which employees and clients are relatively detached (e.g., truck-
ing).

Upward mobility programs are often discussed In terms of job-
specific skills training and basic skills training. Program content
varies greatly, even among so-called "basic skills" programs. In-
creasingly, skills in interpersonal communication and computer lit-
eracy are considered part of basic skills. even for persons
occupying relatively low-skilled, entry-level jobs. Honing workers'
communication and interpersonal skills, in addition to updating their
technological skills, is particularly emphasized in service Industries
such as hotels and restaurants in which employee-client interaction
is a crucial aspect of the product. Many programs combine job-spe-
cific and basic skills training.

The availability of upward mobility programs is related to industry
type based on characteristics such as size, growth rates, labor-ver-
sus capital-intensive operations, corporate structure, and occupa-
tional groups employed. Among these interrelated factors,
company size seems to have an. overriding influence on the avail-
ability and success of upward mobility programs. Large companies
offer more upward mobility opportunities than small firms, due to
greater training resources and a more complex organizational struc-
ture, which allows for greater career movement. Firms that have a
formal upward mobility program tend to be located In service indus-
tries marked by a high level of external competition.

Companies that make the least effort to increase the skills and
promote the careers of disadvantaged and dislocated workers are
typically small businesses whose primary concern is survival in a
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competitive business environment. Developing the human capital of
their workers is not a high priority for many small companies.

In general, many upward mobility programs focus on manage-
ment training of those workers who are neither low-skilled, economi-
cally disadvantaged, nor dislocated. Rather, these workers already
posses the requisite educational credentials and employment expe-
rience to place them on an advanced technical managerial track.
Many upward mobility programs are targeted toward entry-level
workers, regardless of whether they represent economically disad-
vantaged or dislocated workers.

The success or failure of a company's tipward mobility program
is due to a variety of factors. Three general conditions seem impor-
tant in successful upward mobility programs: (1) availability of ade-
quate training resources (financial and personnel) and management
support of the training program; (2) labor and/or worker Involvement
In the design and Implementation of training programs; and (3) Joint
labor-management cooperation In program design and operation.

There are several avenues for enhancing private sector efforts,
and government support of such efforts, to develop upward mobility
programs:

Innovative strategies need to be explored by the private sector
to overcome the lack of resources for worker training.

Corporations need to promote a positive organizational culture
including improving both workers' attitudes about training and
management's support for training programs.

Federal government support for information dissemination, in-
novative program approaches, and evaluation research will en-
hance private sector efforts to expand upward mobility
programs for disadvantaged and dislocated workers.

Employment Changes in Service Producing industries 1979 -1989
(Number of Jobs Estimated in Thousands)

Industry 1979 1989
Percent

(Change)
11.1Transportation and Public Utilities 5,136 5,705

Trucking and warehousing 1,339 1,660 24.0
Electric, gas, sanitary services 806 936 16.1

Wholesale Trade 5,204 6,234 19.8
Retail Trade 14,989 19,575 30.6
Finance, Insurance, and Real Estate 4,975 6,814 37.0

Credit agencies, non-bank 554 908 63.9
Insurance carriers 1,200 1,468 22.3

Services 17,112 26,892 57.2
Hotels 1,059 1,603 51.4
Business services 2,905

712
5,789
976

99.3
371Amusement, recreation services

Health 4,993 7,635 52.9

SOURCE: Upward Mobility Procrarns in the Service Sector for DIsadvantaced and Dislo-
cated Workers, NCEP, May 1992.
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practices and human resources is-
sues. The Commission met with
human resources officials and
learned about Walt Disney World's
hiring and promotion practices, em-
ployee training programs, carreer
advancement programs, quality as-
surance, management/employee
communication techniques, bene-
fits and compensation programs,
and general management prac-
tices.

Improving
Coordination
of Federally-
Sponsored
Employment
and Training
Programs

There are growing pressures for
welfare reform and cost savings in
government. The current interest
in streamlining and improving coor-
dination among employment and
training programs also stems from
the fact that there are several such
programs that have the same or
similar goals but are delivered
through different administrative
structures and under different types
of rules and regulations. The Com-
mission continued its interest in co-
ordination issues during Program
Year 1991 through research on im-
proving coordination in public as-
sistance programs and on utilizing
JTPA's 8-percent education-coordi-
nation set-aside. A new project on
methodologies for state-level job
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training coordination was also be-
gun this program year.

Improving Coordination in
Government-Sponsored Public
Assistance Programs. The Com-
mission's work in this area focused
on streamlining eligibility criteria
and improving coordination of the
policy development, planning, and
implementation phases of public
assistance programs, in general,
and employment and training pro-
grams, in particular.

In Program Year 1989, the Com-
mission became aware that the ef-
ficient provision of employment and
training services was being some-
what hampered by a number of co-
ordination and eligibility criteria
problems. To address these prob-
lems, the Commission instituted a
multi-phase project designed to ex-
amine the federal and state pro-
gram coordination problems in
government-sponsored programs
for the economically disadvan-
taged. This examination, summa-
rized on these pages, formed the
basis for the Commission's recom-
mendations on improving coordina-
tion in employment and training
programs.

The project had several compo-
nents: in-house research, Com-
mission-sponsored research, and a
series of seminars. A variety of
strategies, approaches, and tech-
niques for improving the coordina-
tion of public assistance programs
targeted at the low-income popula-
tion was examined during the
course of the project. The Com-
mission heard from almost 200
people involved at all levels of the
public assistance system: those
who develop nationwide policies in
Washington, those who coordinate
assistance programs at the state
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Coordinating Assistance Programs
for the Economically Disadvantaged:

Recommendations and
Background Materials

(October 1991)

Background

There are 75 federal programs providing assistance to the eco-
nomically disadvantaged. These programs provide medical care,
cash aid, food aid, housing and energy assistance, education aid,
jobs and training aid, and "other" services. The 75 programs ac-
counted for over $173 billion in assistance expenditures In Fiscal
Year 1988 (and over $200 billion In Program Year 1991).

Some characteristics of federal programs present barriers to the
efficient implementation of the broad range of programs at the state
level. There is a multitude of regulations, procedures, definitions,
and terminology used In federal public assistance programs. Other
barriers include differing administrative provisions, eligibility crite-
ria, and planning and operating timetables (some activities operate
on a program year schedule while others utilize a fiscal year). Oper-
ating rules of the various governmental levels involved In running
the programs also vary by program and state.

The lack of coordination at the federal level is another obstacle to
the states' ability to pursue program integration. Many states be-
lieve that the sheer number of agencies, organizations, and congres-
sional committees involved in administering and overseeing public
assistance program makes coordination extremely difficult. States
believe that their efforts to increase integration would be greatly
helped if the Federal Government could improve coordination
among congressional committees, federal agencies, and levels of
government.

Federal assistance programs utilize a variety of methods for de-
termining whether a person is eligible for benefits under these pro-
grams. In general, the criteria for eligibility for an individual
program are related in some rational way to the purpose of the indi-
vidual program. Considered as a system, however, the differences
in eligibility criteria for the different programs multiply administra-
tive burdens upon both recipients and program staff. A major prob-
lem in addressing system reform and streamlining policies and
procedures is that many of the eligibility rules and procedures are
set by statute rather than by administrative action.

Both the President and the Congress must make the coordination
of public assistance programs a top domestic priority If any change
is going to occur. Adoption of the recommendations below should
lead to program improvements that result In more efficient and ef-
fective service delivery with lower costs, more reasonable access to
a streamlined and more comprehensive range of potential services,
and a better use of tax dollars.



Recommendations

The Commission recommends that the President:

Utilize his prestige, visibility, and strong leadership to support
initiatives to effect changes that would enhance coordina-
tion In public assistance programs.
Expand the authority and mission of the Economic Empower-
ment Task Force to resolve problems that affect the design and
implementation of Federal public assistance programs.
Direct the departments and agencies that administer public as-
sistance programs to develop and use a common framework for
streamlining eligibility requirements, formulating standard defl-
nftions and poverty measures, and easing administrative and
documentation requirements.
Combine the many programs that provide employment and
training services to the economically disadvantaged into one
agency operating under the same policy leadership and direc-
tion.

The Commission recommends that the Congress:

Assign responsibility for legislation and oversight over public
assistance programs to a single Committee on Public Assis-
tance in each chamber.
Work with Executive Branch agencies to develop a common
framework for streamlining eligibility requirements, formulating
standard definitions and poverty measures, and easing adminis-
trative and documentation requirements.
Enact legislation to establish human resource or investment
councils at the state level to foster coordinated program ap-
proaches in such key functions as planning, operations, and
oversight.
Require that an economic, fiscal, and Institutional analysis be
conducted for each congressionally authored institutional re-
form or adjustment in federal assistance programs.

Size and Type of Federal Assistance Programs
for the Economically Disadvantaged

Funding Source and Amount.

Assistance
Category

Number
of

Programs Federal State Combined

Percent
of

Funding
Medical 8 $38,466 $27,997 $66.463 38%

Cash 12 32,276 15,448 47,724 28%

Food 11 20,246 1,243 21,489 12%

Housing/Energy 15 16.465 182 16,647 10%

Education 17 9,966 540 10,506 6%

Jobs/Training 6 3,655 62 3.717 2%

Other Services 6 4,492 1,980 6,472 4%

Total 75 $125,566 $47,452 $173,018 100%

' Funding data generally represent Fiscal Year 1988 expenditures in rn (lions of dollars.
Some funding data merrellect program year or other reporting penod.

SOURCE: Coordinating Assistance Programs for the Economically DisacNantaned: Recom-
mendations and Backaround Materials NCEP, October 1991
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level, and those who deliver serv-
ices at the local level.

Three seminars (addressing na-
tional, state, and local level coordi-
nation issues) were the primary
vehicle for developing these ideas
about coordination approaches
from policymakers. The national-
level and state-level seminars were
held in Program Year 1990. The
third seminar, focusing on local is-
sues in coordination, was held in
July 1991 in. San Diego, California.
Approximately 30 representatives
of local governments and local im-
plementing agencies participated in
that seminar. The topics ad-
dressed were local coordination
techniques, and coordination is-
sues in employment and training
programs, programs that serve at-
risk youth, and integrating social
service and housing programs.

The Commission testified on one
of its preliminary recommendation,
for state human resource invest-
ment councils, before the House
Subcommittee on Employment Op-
portunities in May 1991. The
House version of the JTPA amend-
ments agreed with the Commis-
sion's recommendations by
amending Sec. 122 and redesig-
nating the existing State Job Train-
ing Coordinating Council as State
Human Resource Investment
Council, with responsibilities for
JTPA, the Adult Education Act, the
Carl Perkins Vocational Education
Act, the Rehabilitation Act, the
Wagner-Peyser Act, and the Food
Stamps and JOBS programs.

The Commission transmitted its
findings and recommendations to
the President and the Congress in
the Fall of 1991. Several months
later, President Bush announced
his proposal for Job Training 2000,
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an effort to enhance local level co-
ordination of job training programs.
The Commission sees the Admini-
stration proposal as an important
first step in addressing the need for
improved program coordination.
The Commission has also had re-
quests about its proposals for re-
structuring the congressional
committee system from congres-
sional offices looking into this is-
sue.

A Commission report, Coordinat-
ing Assistance Programs for the
Economically Disadvantaged:
Recommendations and Back-
ground Materials, was published
this program year (October 1991).
In addition to containing the Com-
mission's recommendations on co-
ordination, the report describes the
history of federal assistance pro-
grams for the economically disad-
vantaged; the organization and
administration of these programs,
and the conflicts that exist among
poverty measurements and eligibil-
ity criteria for them. The programs
focused on in this report provided
cash aid, medical care, food aid,
education aid, jobs and training
aid, and "other" services.

0- Percent Education-Coordin-
ation Set-Aside. Questions were
raised in public policy debates in
1991 about possible misuses of the
education-coordination set-aside
provision in section 123 of the Job
Training Partnership Act (JTPA).
As part of that debate, the Depart-
ment of Labor (DOL) had proposed
repealing the education-coordina-
tion set-aside because of reports
that the set-aside was not being
used in some states in a manner
fully supportive of JTPA's goals.
The 8-percent set-aside for educa-
tion coordination subsequently be-
came an issue in t''s 'arings on
the JTPA amendments in the U.S.
House of Representatives.

During the Commission's hear-
ings on the role of Hispanics in
JTPA, the Commission discovered
that certain weaknesses in JTPA
Title II-A programs were being cov-
ered through the use of the 8%
education-coordination set-aside.
In its report on this topic Training
Hispanics: Implications for the
JTPA System (January 1990), the
Commission recommended that
additional research should be un-
dertaken into the uses of the 8%
set-aside, and that the findings
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from that research be shared with
the Congress. The Commission in-
itiated such a study in early 1991,
seeking to determine how the set-
aside program was being imple-
mented throughout the Nation and
identify key issues and options re-
garding possible changes in the
program. This study examined
how states' used the JTPA 8% set-
aside for education coordination
and compared the characteristics
of program participants with the
characteristics of participants in
JTPA Title II-A programs.

Based on the preliminary find-
ings from the Commission's study,
Commission Chairman John Gart-
land testified in support of retaining
the 8% set-aside at a May 1991
hearing before the House Subcom-
mittee on Employment Opportuni-
ties. The House of Represent-
atives agreed with the Commis-
sion's position and left the 8% set-
aside in JTPA.

A Commission report, The
JTPA-Coordination Set-Aside;
States' Implementation of the Pro-
aram, was published in October
1991. A summary of the Commis-
sion's findings and recommenda-
tions is presented on the opposite
page.

Methodologies for State-level
Job Training Coordination. Last
year, the Massachusetts Job
Council developed a survey instru-
ment to capture basic information
about funds spent on job training
and to provide state policymakers
with information about those being
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The JTPA-Coordination Set-Aside:
States' Implementation of the Program

(October 1991)

Background

The Job Training Partnership Act provides funds
nationwide to approximately 600 SDAs through for-
mula grants administered by the Governors. The Act
sets aside, from the Title II-A allocation, 22 percent of
the funds for each state to spend on certain activities
for specific target groups through four separate set-
aside programs. One of those programs authorizes
the Governor to provide 8% of the state's total alloca-
tion to any state education agency responsible for
education and training.

The education-coordination set-aside has an 80/20
split. At least 80 percent of the funds must be used
to provide education and training services to JTPA-
eligible participants through cooperative agreements
between education and JTPA agencies. Not more
than 20 percent of the set-aside may be used for co-
ordination of education and training services.

States use the 20-percent portion of the set-aside
for a variety of education and training activities.
These funds allow the states flexibility in estab-
lishing criteria for designing coordination activities
that include other relevant employment and training
programs. In addition, the absence of federal per-
formance standards has enabled the states to focus
on serving the "hardest-to-serve" youth and adults.
Although there are no federal performance standards
for the 8-percent programs, many states have estab-
lished their own benchmarks or goals for measuring
outcomes that were less stringent than regular Title II
performance standards.

The 8-percent program also allows 25 percent of
the 80-percent portion to be used to serve non-eco-
nomically disadvantaged individuals. Use of this
"window" has been limited but, where It has been

used, its use has been quite innovative: the program
is serving those individuals who do not technically
meet the JTPA eligibility criteria yet face serious bar-
riers to becoming employable.

Recommendations

The current 8-percent education-coordination
set-aside should be retained as authorized under
section 123.

The Secretary of Labor should clarify the Depart-
ment of Labor's interpretation of "coordination"
through a technical assistance guide or other
guidance memoranda, and explain how section
123 funds can be used to further improve coordi-
nation among JTPA, education, and other rele-
vant agencies. This explanation should Include
specific examples of options for allowable activi-
ties in the areas of contracting, procurement,
technical assistance, and programs. The Secre-
tary of Labor should provide states with full In-
formation as to the standards and requirements
that will be used in the Department of Labor's
monitoring and oversight activities.

A percentage of funds should be retained for
states who have a need for serving those with
serious barriers to employment even though
such individuals do not technically meet the
JTPA criteria. The percentage of funds available
to serve the non-economically disadvantaged
should be reduced from 25 percent to 10 percent
since most states do not fully utilize the 25-per-
cent window (because they have large numbers
of economically disadvantaged individuals).

served and what services are be-
ing provided. By using the Massa-
chusetts experience as a

laboratory experiment, the Com-
mission initiated a new project to
develop a methodology for assess-
ing program objectives, organiza-
tional structure, modes of service

delivery, federal-state partnerships,
and funding for employment and
training programs at the state level.
Replication of this methodology will
involve development of a computer
program that can be used by the
states for conducting the neces-
sary analyses and a code book

that will allow for access to the
computer program and statistical
analysis of data contained in the
file.

This project is a natural exten-
sion of the investment that the
Commission has made in finding



ways to improve coordination of
public assistance programs. In ad-
dition to the work that supported
our report, Coordinating Federal
Assistance Programs for the Eco-
nomically Disadvantaged: Recom-
mendations and Background
Materials, the Commission has
sponsored research examining
state- and local-level coordination
techniques associated with the
JOBS program and state-level
training policy coordination in
Rhode Island. This project ex-
tends, in a very operational way,
the Commission's coordination pro-
ject to the states by giving them a
tool with which they can assess
and better coordinate their employ-
ment and training programs.

Overseeing
Implementation
of the Job
Training
Partnership
Act

As part of its legislative man-
date, the Commission 'advises the
President and Congress on imple-
mentation of the Job Training Part-
nership Act (JTPA). In Program
Year 1991, the Commission contin-
ued its research on two major top-
ics critical to JTPA implementation.
First, the Commission continued its

investigation of the feasibility and
desirability of using states' Unem-
ployment Insurance (UI) wage re-
cords for JTPA performance
standards. States' UI systems of-
fer a promising data resource for
coordinating federal, state, and lo-
cal efforts to evaluate and manage
the performance of the various em-
ployment and training programs.
Second, the Commission is con-
tinuing its examination of the prac-
tices and management of the
Nation's Private Industry Councils.
This project is identifying ways to
enhance the contributions that Pri-
vate Industry Councils (PICs) make
to the operations of the JTPA sys-
tem.

Using UI Wage Records in
OVA Performance Management.
In the late 1980s, the JTPA system
was evolving toward the use of
various measures of participants'
labor force status 13 weeks after
leaving the program as indicators
of the program's long-term per-
formance. There was also a grow-
ing interest by the President and
the Congress in assuring that train-
ing programs wtre increasing par-
ticipants' likelihood of sustained
employment and enhanced earn-
ings.

These two events led the Com-
mission to launch a project in 1988
to determine if state Unemploy-
ment Insurance (UI) wage records
were a potential substitute for the
follow-up telephone surveys of par-
ticipants being used. The wage re-
cords held the promise of providing
superior information about long-

"Job training must be more than merely "make-work" it must suit
the needs of the marketplace. The private sector will always bear
primary responsibility foi training the workers It needs to get the job
done. But government at all levels can and must play a role ... as
catalysts In this process."

-- President George Bush, January 16, 1992
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term effects of. the JTPA program
while Simultaneously reducing ad-
ministrative costs. In the initial
phase, eleven states joined the
Commission in a feasibility study of
using the states' UI wage records
to track the employment and earn-
ings experiences of participants in
programs funded under JTPA.

The Commission issued a report
on the results of its initial investiga-
tions, A Feasibility Study of the
Use of Unemployment Insurance
Wage-Record Data as an Evalu-
ation Tool for JTPA: Report on
Project's Phase I Activities, (Jan-
uary 1991). This report demon-
strated that it was technically
possible to use the UI data to
evaluate JTPA program outcomes
and that the cost savings associ-
ated with their use could be sub-
stantial. Because of the
encouraging nature of the report's
findings, in conjunction with grow-
ing interest by states in using the
UI wage data for JTPA perform-
ance management, the Commis-
sion expanded the project in two
phases. As a result, twenty states
were participating by the end of
1991 and data were being col-
lected for three program years.

A Commission-sponsored work-
shop was held in September 1991
to discuss the findings from its re-
search efforts. States participating
in the project sent a representative.
The workshop allowed the state of-
ficials who have been responsible
for developing the linkage between
the UI and JTPA data to review the
research findings. These officials
also offeied their views on the gen-
al feasibility and desirability of link-
ing the two data bases, and
substituting the linked data for the
follow-up telephone survey.

In Program Year 1991, the Com-
mission concluded its examination
of the feasibility and desirability of
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using UI wage-record data to
evaluate the effects of participation
in training programs funded under
Title 11-A of JTPA. The project ex-
amined the technical and adminis-
trative aspects of using these
data for performance management
of JTPA programs for adults. The
Commission's findings and recom-
mendations from this project are
contained in Using Unemployment
Insurance Wage-Record Data for
JTPA Performance Management,
issued in Program Year 1991
(June 1992) and summarized on
the following page.

The Commission's overarching
recommendation is that states be
given the option of using these
data for JTPA perfor:nance stand-
ards and associated state incentive
grants. This recommendation is
based on several findings. First,
use of these data promises large
annual savings in the costs of data
collection for states. Based on find-
ings from the twenty states in-

tt
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volved in its project, the Commis-
sion's calculations showed a com-
bined annual savings for the Title
II-A adult and Title III/EDWAA pro-
grams that ranged from approxi-
mately $4,600 for a relatively small
state to $300,000 for a very large
state. These savings are the differ-
ence between the annual costs of
the telephone survey in Program
Year 1990 and the estimated oper-
ating costs of the UI wage records
had they been used instead of the
surveys. A comparison of these
savings is summarized in the table
on this page.

Estimated Annual Costs and Savings Per Project State:
Telephone Surveys Versus UI Wage Records

Cost/Savings Category Average Minimum Maximum
Cost of Titles II-A & III
Follow-up Survey $125,320 $ 8,347 $371,450

Estimated Cost of Using UI
Wage Records(a) $ 23,290 i $1,292 $ 77,692

Potential Savings Associated
with Replacing Survey with $102,030 $4,571 $301,872
UI Wage Records (b)

(a)Estimated cost eoums total numoer of a State's Program Year 1990 ternrnees muisoliea
by $2.00.
(b)Estimated saving equals the difference oetween each state's survey cost and estimate.;
Cost of using the UI wagerecords approacn.

SOURCE: Using Unemployment Insurance Waoe-Recoro Data for JTPA Performance Man-
moment, NCE P. June 1992.
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The data were found to be useful
for program management and
evaluation. For example, the U1
wage-records are useful in assess-
ing the extent to which govern-
ment-sponsored training programs
are meeting their intended purpose
of improving the long-run employ-
ment and earnings of participants.
With these data, it is possible to
track the employment and earnings
of participants by quarter over long
periods of time before and after
they participate in the program.

In addition, the UI wage data
could become a "common cur-
rency" to measure the performance
of different employment and train-
ing programs, such as those in Vo-
cational Education, the Job
Opportunities and Basic Skills pro-
gram, and Food Stamps. The rela-
tive effectiveness of the various
federal and state programs could
be examined in terms of a uniform
earnings criterion.

In response to the Commission
recommendations, DOL plans to
examine several operational issues
associated with implementing the
UI wage-records system. DOL ex-
pects that the Commission's find-
ings and the information developed
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Using Unemployment Insurance Wage-Record Data for JTPA
Performance Management

June 1992

Background

Unemployment Insurance (UI) wage records are a
promising alternative to the telephone survey now
used by the States to measure post-program employ-
ment and earnings in order to implement federal per-
formance standards for JTPA programs. These
standards are driven by the legislative provision that

1

Job training is an investment in human capital and
that the basic return on this investment shall be
measured in terms of the increased employment and
earnings of participants and the reductions in wel-
fare dependency.

The UI wage records contain the quarterly earn-
ings of workers employed in firms covered by States'
UI systems. States maintain the records in order to
administer unemployment insurance benefits and
taxes.

The UI wage records have great potential as a data
resource for JTPA performance management and
program evaluation because they offer the following
benefits:

The ability to obtain vital information about the
employment and earnings of virtually all JTPA
participants at all levels of service delivery.

The ability to link the employment and earnings
of JTPA participants to a number of important
factors, including participants' characteristics
(e.g., age and education) and types of program
services (e.g., occupational classroom training
and on-the-job training).

The ability to track the employment and earnings
of participants by quarter over long periods of
time before and after receiving employment and
training services.

The potential ability to evaluate the net impact of
program services through the use of a compari-
son group for which employment and earnings
can be measured in the same way as for the par-
ticipant group.

Moreover, the use of UI wage-record data in place
of the telephone survey data, now used for JTPA per-
formance standards, promises large annual savings
in the costs of data collection for the States. For ex-
ample, based on information provided by nineteen
States participating in the Commission's project, the
estimated combined savings for the Title II-A adult
and Title III/EDWAA programs ranged from $4,600
per year for a relatively small State to $300,000 per
year for a very large state.

Recommendations

The Department of Labor should offer states the
opportunity in Program Year 1992 to conduct pi-
lot projects in which the Ui wage-record data are
used in the states' implementation of perform-
ance standards and associated incentive grants.
These projects could involve either individual
states or regional consortia of states, depending
on the states' desire to pool data and other re-
sources.

States should be offered the choice starting In
Program Year 1993 to use the UI wage-record
data in place of the telephone survey data for
JTPA performance standards. States would be
able to discontinue the survey upon demonstrat-
ing the capacity during a transitional year to use
the UI data in implementing all aspects of per-
formance standards and associated incentive
grants.

States that choose to use the UI wage-record
data for performance management should de-
velop written agreements for all resultant UI
data-sharing activities.

The Department of Labor should develop a pro-
cedure to make statistical adjustments in JTPA
performance standards for variations In UI cov-
erage an out-of-state employment among Serv-
ice Delivery Areas.

The Department of Labor should provide techni-
cal assistance to the states as needed with re-
gard to both the linkage of UI and JTPA records
and the analysis of program outcomes using the
linked data.



by DOL will provide the necessary
information to implement a choice-
based system in Program Year
1994.

Finally, the conference report ac-
companying the JTPA Amend-
ments recognized the Commis-
sion's UI work, noting in particular
our findings on the potential cost
savings of using UI wage records.
The conference report directed the
Secretary of Labor to report to
Congress on the feasibility of es-
tablishing a UI -based database
and developing a means to make
this information available on a na-
tionwide basis.

Using Unemployment Insur-
ance Wage Record Data to Ex-
amine JTPA. JOBS. and
Vocational Education. In Pro-
gram Year 1991, the Commission
undertook a new project to exam-
ine the potential for using Unem-
ployment Insurance (U1) wage
record data to assess the effective-
ness of JTPA, the training/employ-
ment programs associated with Aid
to Families with Dependent Chil-
dren, and Carl Perkins post-secon-
dary vocational education pro-
grams. A special focus is on pos-
sible differences among race/eth-
nic groups in their participation in
these programs and in the post-
program outcomes associated with
that participation.

This study will test an implicit
goal of the Commission recom-
mendations in Using Unemploy-
ment Insurance Wage-Record

Commissioner Jones
talking with Chet
Dixon of the Job

Council of the Ozarks
at Commission's

coordination confer-
ence in San Diego,

California.

Data for JTPA Performance Man-
agement: the feasibility of UI data
becoming a "common currency" for
evaluating federally funded training
programs. UI data could become a
major data source for evaluations
across programs.

Findings from this research may
suggest ways to improve program
coordination at the state level. If it
can be demonstrated that states
can use the same data base for
evaluating different programs, then
program officials will have an in-
centive for improving the mix of
services offered to participants.
Results from this research may ex-
tend the Commission's findings re-
garding coordination at the federal
level, contained in Coordinating
Federal Assistance Programs for
the Economically Disadvantaged:
Recommendations and Br-*-
ground Materials (October 1991),
to include ways to improve pro-
gram coordination at the state
level, even if there are no federal-
level changes.

By focusing on race/ethnic differ-
ences in program participation and
outcomes, the research should
also shed additional light on the
reasons for the under-repre-
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sentation of Hispanics in JTPA pro-
grams. Hispanics are one of the
nation's most rapidly growing
populations. As a group, they also
have one of the lowest average
levels of educational attainment.
For the nation's stock of human
capital to increase, Hispanics as
well as all other American workers
-- must be willing and able to ac-
cess education and training pro-
grams. The fact that Hispanics are
less likely than other groups to par-
ticipate in JTPA training programs
was first reported in the Commis-
sion report, Who is Served in JTPA
Programs: Patterns of Participa-
tion and Intergroup Equity (January
1988) and further discussed in
Training Hispanics: Implications
for the JTPA System, (January
1990).

The current research effort is a
case study of program participation
in Texas, a state with a sizeable
Mexican-American population. It is
anticipated that the findings from
this study will help to identify the
extent to which Hispanics' under-
representation in JTPA is a prob-
lem requiring changes in state
policies as well as federal policies.
In addition, the research should
suggest the extent to which His-

a
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panics are under-represented in
social programs beyond federal job
training programs.

Evaluating JTPA Program
Services and Outcomes. In Pro-
gram Year 1991, the Commission
began to evaluate JTPA's employ-
ment and training programs. Spe-
cifically, the Commission sought to
determine who is served by the
employment and training pro-
grams, which training services are
received by which participants, and
what are the effects of these serv-
ices on participants' employment
and earnings.

The U.S. Department of Labor
(DOL) has been addressing similar
issues through its own separate,
major national study of JTPA Title
II-A programs. Preliminary DOL
findings were released at the end
of Program Year 1991, and full re-
ports from both the Commission's
and DOL's projects are anticipated
in Program Year 1992.

The two projects are comple-
mentary large-scale valuations
that focus on the same questions:
which training services are re-
ceived by which participants and
what are the effects of these serv-
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ices on labor market outcomes.
Because of this similarity of pur-
pose, a brief outline of the differ-
ences between the projects is a
useful preface to the Commission's
research in this area. Three of the
more important differences are
given here.

The Commission used a more
extensive data base. Its pro-
ject had access to information
on the universe of participants
in fifteen states. State data for
Program Years 1986 and 1987
were available to the Commis-
sion through its project linking
JTPA and UI data. The re-
search was conducted for
adults (persons 22 years of
age or older) in programs
funded under Title II-A of
JTPA. DOL examined a sub-
set of local sites in depth; its
project covered sixteen Service
Delivery Areas.

The Commission used a non-
experimental approach. The
Commission's project was
therefore restricted to an inter-
nal comparison of JTPA partici-
pants, examining the
post-program employment and
earnings of JTPA participants
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who have different charac-
teristics and who entered dif-
ferent training activities. DOL
used an experimental ap-
proach that compared the post-
program employment and
earnings of JTPA participants
with a randomly selected con-
trol group that was barred from
receiving JTPA services during
the study period. DOL faced
the challenge of implementing
a classical experiment in the
setting of an ongoing national
program.

The Commission's project ex-
amined the impact on post-pro-
gram employment and
earnings of receipt of a training
activity. DOL's project empha-
sized the post-program impact
of a training activity having
been made available to JTPA-
eligible individuals, i.e., the im-
pact of a "training opportunity."

The first issue the Commission's
project addressed was whether
participants with particular charac-
teristics and backgrounds were
more or less likely to have partici-
pated in one of the more intensive
training activities versus the less
intensive ones. The training activi-
ties of primary interest were the
three "more intensive ones" -- on-
the-job training, classroom occupa-
tional training, and classroom basic
education. The characteristics of
participants in each of these activi-
ties were compared with the char-
acteristics of participants in "less
intensive activities," a category
which included job search assis-
tance, counseling, and work expe-
rience. The possible effects of



local economic conditions (for ex-
ample, the local unemployment
rate) and differences among states
were also included in the analysis.

The Commission was next con-
cerned with whether participation in
a more intensive training activity,
versus a less intensive one, was
associated with participants' sub-
sequent likelihood of being em-
ployed, and if they are employed,
the level of their earnings.

Six labor market outcomes were
examined. The employment-re-
lated outcomes were the likelihood
of being employed at program ter-
mination, the likelihood of being
employed during the first or second
quarters after leaving the program
(i.e., the first six months), and the
likelihood of being employed during
the third or fourth quarters after
leaving the program (i.e., the next
six months). For those who were
employed, both wage rates and
earnings were examined in terms
of the hourly wage rate at termina-
tion, earnings during the first six
months, and earnings during the
next six months.

The empirical analyses of these
outcomes included the same three
sets of factors that were in the
analysis of training activities (par-
ticipants' characteristics, local eco-
nomic conditions, and state
differences) and an indicator of the
primary training service that was
received.
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Preliminary findings indicate
that the mix of program participants
and the activities in which they
were enrolled appears rational.
Clients tended to enter activities
that meshed with their charac-
teristics and apparent labor market
needs. For example, school drop-
outs were more likely than high
school graduates to receive basic
education, after taking into account
other explanatory factors. In addi-
tion, participants with sources of fi-
nancial support (such as receipt of
Aid to Families with Dependent
Children assistance) were more
likely to participate in classroom
occupational training than those
without such sources of income.

Some highlights of the prelimi-
nary findings on employment and
earnings outcomes are:

compared to participants in a
less intensive activity, both
male and female participants in
on-the-job training were more
likely to be employed not only
upon termination from the pro-
gram but during the next year
as well;

among participants who were
employed after terminating
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from the program, those who
received classroom °coupe-
tional training had higher aver-
age earnings during the
subsequent year than those
who had been in one of the
less intensive activities; and

participants in basic education
did not have a greater likeli-
hood of employment than par-
ticipants in a less intensive
activity and, if the participants
in basic education were em
ployed after leaving the pro-
gram, they did not have higher
average earnings than those
who had been in one of the
less intensive activities.

As a complement to this project
on JTPA Title II-A programs, and
as a bridge to DOL's national
study, the Commission co-spon-
sored with the state of Utah a fea-
sibility study on using Employment
Service records to develop a com-
parison group for purposes of as-
sessing the net impact of
participation in JTPA. The study is
assessing the usefulness of a non-
experimental approach to program
evaluation when, as is usually the
case, it is not feasible to conduct a
classical experiment such as that
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of the Department of Labor. The
research findings from this feasibil-
ity study will be available in Pro-
gram Year 1992.

Enhancing the Effectiveness
of Private Industry Councils
1PICst In Program Year 1991, the
Commission entered the second
year of its study of the Nation's Pri-
vate Industry Councils (PICs),
which are integral local compo-
nents of the JTPA service delivery
system. The PICs are the primary
mechanism by which the private
sector, along with representatives
from public agencies, can provide
guidance for, and oversee the di-
rection of, employment and training
programs. The Commission's goal
is to recommend policies aimed at
ensuring stronger and more pro-
ductive partnerships between the
private and public sectors.

Through a variety of studies, the
Commission is examining how
business men and women are re-
sponding to their roles and respon-
sibilities on the PICs; the
relationships between local PICs
and State Job Training Coordinat-
ing Councils (SJTCCs); and how
the status of PIC/SJTCC relation-
ships affect JTPA programs. It is
important for the overall success of
JTPA programs that the SJTCC
and the PICs have a good working
relationship since the PICs are the
major administrative structure at
the local level for delivering JTPA
programs, and the SJTCC is re-
sponsible for the administration of
the state's JTPA plan which in-
cludes all local PIC plans.

The Commission also conducted
ten roundtable discussions across
the country, meeting with over 200
PIC members, local elected offi-
cials, and PIC/Service Delivery
Area (SDA) directors representing
99 PICs from 45 states. The
roundtable discussions were or-
ganized to develop answers to four
basic questions:
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What is the most effective or-
ganizational structure for in-

cluding the business
perspective in improving the ef-
fectiveness of PICs?

Are PICs providing the policy
guidance for, and exercising
the monitoring and oversight
over, all JTPA programs?

To what extent is orientation
and comprehensive training
provided to PIC Chairs and
members?

To what extent have PICs de-
veloped quality relationships
between business and non-
business members, and with
their staffs, local elected offi-
cials, and other employment
and training officials?

Preliminary findings with regard
to effective organizational struc-
tures concern the issue of whether
or not PICs should incorporate.
There may be advantages for PICs
to incorporate in some SDAs.
There was not a consensus, how-
ever, that incorporation, per se, en-
ables PICs to be more effective in
terms of program outcomes.
Those PICs that incorporate do so
for a variety of reasons: (1) to be
independent from the political envi-
ronment; (2) to enable the PIC to
receive non-JTPA funds from pri-
vate sources; (3) to protect PIC
members from liability; and (4) to
allow the PICs to serve as the
grant recipient and/or administra-
tive entity, thus having more direct
control over JTPA programs and
activities.

A PIC's effectiveness depends,
in part, on the strength and leader-
ship of the Chair, the commitment
of the Chair and members to the
employment and training system,
and their understanding of the
PIC's role and responsibilities. Ad-
ditional evidence suggests that

there continues to be a need for
assistance in defining the appropri-
ate role of the PICs. Among the
more important areas that mem-
bers indicated information would
be useful were self-assessment of
the PICs and strategic planning.
There also appears to be a need to
better define the role of the private
sector members in terms of their
efforts to promote JTPA within the
business community.

Roundtable attendees ex-

pressed a particular need for
greater clarification and guidance
regarding what constitutes conflict
of interest. The potential for con-
flict of interest stems from the
unique nature of the composition of
the PICs (individuals who not only
provide policy guidance and over-
sight to the JTPA system but also
stand to benefit from JTPA pro-
grams as vendors of training and
employers of program partici-
pants).
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Although PIC Chairs favor hav-
ing local flexibility in determining
how PICs are structured and carry
out their activities, the PIG Chairs
expressed a need for additional
clarification as to what activities are
allowable under the law.

Other preliminary findings indi-
cate that PIC members' terms
should be long enough to allow
time for members to gain experi-
ence on the PIC and that continuity
of members' terms not be dis-
rupted due to changes in admini-
strations. Staggered terms were
also viewed as a way to prevent
the total replacement of PIC mem-
bers due to such changes.

One of the more important pre-
liminary findings concerning PIC
relationships with other organiza-
tions is its relationships with the
SJTCCs. While both the PICs and
the SJTCCs appear to agree that
the PICs understand their roles
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and responsibilities, PICs do not
appear to understand fully the roles
and responsibilities of SJTCCs.
PICs' awareness of the responsi-
bilities of SJTCCs is greater when
there is cross-membership be-
tween the two organizations and/or
when members of one organization
attend the other organization's
meetings.

The Commission will further de-
velop its findings during Program
Year 1992 and then issue its final
report and recommendations to the
President and the Congress.

JTPA Summer Youth Pro-
grams. In recent years employ-
ment and training practitioners and
policymakers have grown increas-
ingly concerned about the need to
focus resources on improving the
employability of at-risk and hard-to-
serve youth. The riots in Los An-
geles, California earlier this year
highlighted this need.

The JTPA amendments that
were under consideration by the
102nd Congress included a num-
ber of proposals to change the way
services to youth are funded and
organized. One of the key issues
involved in the proposed changes
was whether or not to retain a
separate summer youth compo-
nent. Prior to the riots in Los An-
geles, the U.S. Department of
Labor had proposed discontinuing
the JTPA Title II-B Summer Youth
Program in favor of a year-round
program that might have included
summer employment, but would
have required young people to be
registered for an approved educa-
tion program and enrolled in JTPA.

As the Commission had en-
dorsed the Summer Youth Employ-
ment and Training Program in

previous years, the Commission in-
itiated a research project in the
summer of 1990 to study local pri-
orities on this issue. Based on that
research, the Commission again
recommended retention of the
Summer Youth Program. In his
testimony before the House Sub-
committee on Employment Oppor-
tunities, Chairman Gartland stated
that "Summer employment pro-
grams for economically disadvan-
taged youth are essential."
Agreeing with the Commission, the
House of Representatives retained
the Summer Youth program as out-
lined in JTPA, and no change was
made in the Senate bill. In May
1992, the Administration endorsed
continued funding for the JTPA
Title II-B program.

Administrative Costs. Com-
mission hearings held throughout
the country in 1989 brought to-
gether dozens of JTPA administra-
tors at all levels of the JTPA
system. Much information was ex-
changed concerning the weak-
nesses of JTPA and what might be
done by Congress to improve the

law. One of the early criticisms
heard by the Commission was that
the 15 percent budget allowance
for administration of the program
was not enough. Service Delivery
Area (SDA) operators were con-
cerned about the mountain of pa-
perwork and the manpower-
intensive requirements needed to
qualify JTPA recipients, as well as
numerous audits and the follow-up
requirements to prove the SDA's
performance. They contended that
these requirements could not be
covered by their budget allowance.
As a result, several operators
claimed that they had to re-allocate
funds from other areas to cover the
program's administrative costs.

Following Commission discus-
sions on this issue, Commission
Chairman John Gartland recom-
mended to the House Education
and Labor Committee and the Sen-
ate Labor and Human Resources
Committee that it would be reason-
able to increase the allotment for
administrative costs. That recom-
mendation was reflected in an
amendment to JTPA in both the
Senate and House bills that in-
creases the SDA administrative
cost allowance to 20 percent.
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Enhancing
the Scope of
Employment
and Training
Programs

A major goal of federally-spon-
sored employment and training
programs is to improve the match
between employers' demand for
workers and the available supply of
workers. Changes in competition,
technology and other areas often
mean changes for the economy.
The effectiveness of programs to
assist workers who have been dis-
located from their jobs as a result
of these changes is an important
public policy issue. The Commis-
sion's work on this topic during the
past Program Year focused on dis-
located workers, the extent to
which private sector employers
have alternatives to layoffs, and
the role of the Employment Service
under the Economic Dislocation
and Worker Adjustment Assistance
Act (EDWAA) of 1988 in assisting
dislocated workers.

Dislocated Workers and the
Employment Service. Changes
in competition, technology and
other areas are part of a dynamic
economy. Employee layoffs, or
worker dislocation, are often a pri-
mary result of these changes. The
effectiveness of programs to assist
workers who have been dislocated
from their jobs is an important pub-
lic policy issue.

In 1988, the Congress was con -
cerned with ways of reducing lay-
offs. In the Omnibus Trade and
Competitiveness Act of 1988, Con-
gress directed the Commission to
study (1) the extent to which pri-
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Assisting Dislocated Workers:
Alternatives to Layoffs, and the Role

of the Employment Service under the
Economic Dislocation and Worker

Adjustment Assistance Act (EDWAA)
(October 1991)

Background

Due to the number of workers who were dislocated during the
1980s, states and the private sector developed new alternative tech-
niques for managing production cutbacks without permanently re-
ducing workforces. In addition, they used existing techniques more
extensively. For example, by the end of the 1980s, fourteen states
had Short-Time Compensation programs (work sharing) and over
forty states had employer-based (re)training programs. Within the
private sector there are a variety of flexible pay arrangements, in-
cluding profit-sharing, employee stock ownership plans, and em-
ployee buyouts. Some firms have early retirement plans and
cost-cutting teams while other firms have switched product lines
rather than close down.

Although these programs can reduce layoffs to some extent,
available data are not sufficient to indicate the extent to which lay-
offs have been reduced due to these programs. However, the infor-
mation is sufficient to indicate that the programs are unlikely to
reduce substantially the layoffs that firms would need to make In or-
der to remain in business during a major economic downturn.

Many states have an "umbrella agency" system to link Employ-
ment Service, Unemployment Insurance, Trade Adjustment Assis-
tance, and Job Training Partnership Act services. Employment and
training programs are administered by one department composed of
the agencies responsible for providing services to dislocated work-
ers under EDWAA.

The Employment Service has a major role in ...te delivery of ED-
WAA services under an umbrella agency system. In over 40 per
cent of these states, the Employment Service is the lead agency in
administering all employment and training programs. In other um-
brella agency states, the ES has an equal role with the JTPA agency
In implementing these programs. (The Employment Service is more

vate sector employers have alter-
natives to layoffs (including educa-
tion, employment, and training
policies and programs) when they
must cut back their production, and

(2) the role of the Employment
Service (ES) under EDWAA

The federal government has in
place programs to assist and train
dislocated workers. The initial pro-
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Involved in providing services to dislocated workers under EDWAA
than it was under the previous JTPA Title III program. This is true at
both the state and local levels.)

The Employment Service is one agency typically represented on
EDWAA's mandated Rapid Response Teams. These teams provide
employment and training services to workers who have been noti-
fied that they are about to be dislocated. When the Employment
Service has a significant role on the teams, as well as adequate
funds and qualified staff,it provides valuable job-search and job-
ferral services to workers.

Conclusions

EDWAA has been a strong catalyst for improving linkages
among programs serving dislocated workers and other appli-
cants. In addition, the Employment Service now has an impor-
tant role In providing EDWAA services to dislocated workers in
most states.

As the legislation Intended, EDWAA has facilitated a more com-
prehensive system for meeting the needs of dislocated workers
than that which existed under the previous Title III program of
JTPA. By forging closer coordination between the key agencies
and programs in most states, much of the duplication in serv-
ices has been reduced. This is particularly true in those states
where an umbrella agency system has been established.

Although the EDWAA program had been operational for a rela-
tively short time, when the report was written, dislocated work-
ers appear to be receiving improved services under EDWAA.
This can be attributed to two major factors: (1) the early inter-
vention by agencies providing employment and training serv-
ices, including the Employment Service; and (2) the increased
use of the umbrella agency concept by many states at the state
level and the "one-stop service" and "single point of entry" at
the local level. A comprehensive set of services is provided, in-
cluding those of the Employment Service.

While federal legislation has put In place the basic elements
necessary for successful re-employment programs for dislo-
cated workers, not all states have highly effective and compre-
hensive programs. However, as the system matures and
Innovative practices are shared among the states, it is expected
that there will be further reductions In the duplication of serv-
ices and Increased cooperation among programs and agencies.

grams dislocated workers could
turn to for assistance are the Em-
ployment Service (ES) and Unem-
ployment Insurance (UI) system.
The ES provides labor exchange
services to all applicants, including

dislocated workers. The UI system
provides Ul benefits to the eligible
unemployed, including dislocated
workers. There are also two major
programs that target services to
those who are displaced the

Trade Adjustment Assistance
(TAA) program and the EDWAA
program under Title iIi of JTPA.
The TAA program, targeted on
those workers who have been dis-
located due to increases in im-
ports, provides workers with cash
assistance benefits, readjustment
assistance, and re-employment as-
sistance programs. The EDWAA
program provides re-employment
assistance to workers who have
lost their jobs due to a plant clo-
sure or a major layoff. Services
provided under this program in-
clude counseling, testing, and
training.

The Commission conducted ex-
tensive research in response to its
congressional mandate. Assisting
Dislocated Workers: Alternatives
to Layoffs. and the Role of the Em-
ployment Service under the Eco-
nomic Dislocation and Worker
Adjustment Assistance Act (ED-
WAA), issued in Program Year
1991 (October 1991) and summar-
ized on these pages, responded to
the congressional mandate to
study alternative techniques for
managing production cutbacks
without permanently reducing lay-
offs. Reviewed are evidence on
the use of Short Time Compensa-
tion, state-financed workplace-
based retraining programs, and a
variety of ways in which workers'
pay, rather than their hours of
work, is reduced. In addressing
how to assist workers who have
been laid off, the report then exam-
ines the role of the Employment
Service in implementing programs
to enhance services provided un-
der EDWAA.

As backup to that report, the
Commission also completed two
additional reports on the ES during
the program year. The first report,
Improving the Effectiveness of the
Employment Service: Defining the
Issues (October 1991), addresses
the question of an "unfulfilled po-
tential" by discussing all aspects of



Improving the Effectiveness of the Employment Service:
Defining the Issues

(October 1991)

Background

The Employment Service (ES), called the Job Serv-
ice in some states, was established by the Wagner-
Peyser Act of 1933 during the Depression. The Act
established a nationwide network of state-operated,
federally-financed employment service offices to
serve as a labor exchange to match available work-
em with available Jobs.

During more than a half-century of operation, the
ES has experienced changing labor markets, chang-
ing Federal-state relationships, and the addition of a
variety of responsibilities to its original mission as a
labor exchange.

Although the ES was originally established as a la-
bor exchange, it now has a wide variety of missions
and can be viewed as having the following functions,
Inter alia: to provide a labor market exchange to as-
sist workers in finding jobs and employers in filling
Job openings; to provide counseling, testing, referral,
and other services to complement the labor ex-
change function; to provide special assistance to tar-
geted populations, such as low-income individuals,
veterans, dislocated workers, and migrant and sea-
sonal farm workers; and to carry out the "work test"
(or eligibility determination) for Unemployment Insur-
ance (UI), Food Stamps, and Aid to Families with De-
pendent Children (AFDC) recipients to assure that
employable individuals supported by public funds
accept appropriate employment when available.

In carrying out these missions, there are many vari-
ations among the 50 states in administrative policies
and procedures as well as local ES office work activi-
ties. Variations from one state to another reflect dif-
ferences in the structure of state organizations, the
size of the areas served, local labor market condi-
tions, administrative style, and the quality of person-
nel rather than basic program operations. A review
of the historical perspective on the institutional de-
velopment of the ES reveals two important lessons:
(1) federal, state, and local relationships have con-
tinuously changed as Administrations and the Con-
gress redefined the ES's organizational
responsibilities and (2) at the same time, targeted
group priorities and institutional missions have
changed.

There is much support for improving the effective-
ness of this national system. Because of changes in
labor markets and federal-state relationships, and
the additional responsibilities assigned to the ES
over the past 57 years, there has been support for a
new legislative mandate which would redefine ES's
role more clearly with an emphasis on the basic prin-
ciples in the Wagner-Peyser Act. That is, the provi-
sion of basic labor exchange services to both
job-seekers and employers, such as counseling and
placement services; providing for a system of labor
market information and job matching; and the addi-
tion of job search assistance and related activities.

Conclusions

The Employment Service has many more re-
sponsibilities than its name would imply. While
its role in the administration of the work test for
unemployment insurance claimants Is important,
the extent to which the ES should be responsible
for some of its other functions, not directly re-
lated to its central mission as a labor exchange,
Is an open question.

The decline in real funding appropriations for the
ES has led to staff reductions and local office
closings in many states thereby hampering its
effectiveness in providing quality services to em-
ployers and job applicants.

As a consequence of the decline in real funding,
some states have co-located their ES and JTPA
program operations. One result of this co-loca-
tion has been a reduction In unnecessary dupli-
cation of services to workers. Other states,
some of which have also co-located their offices,
are using state revenues and additional em-
ployer taxes to supplement federal funds.

As a result of EDWAA's mandate regarding coor-
dination, the majority of states have given the ES
an important role in providing services to dislo-
cated workers. Also, the ES Is more involved in
providing services to dislocated workers under
EDWAA than it was under the previous Title III
program.



the Agency: its responsibilities
over and above its labor exct- e

function (for example, its role ir ad-
ministering the "work test" and its
role in enforcement and compli-
ance activities); the Agency's rela-
tionship to programs funded under
JTPA; and its funding. Because of
the large numbers of individuals
which have been mandated to re-
ceive ES services over the years,
the study also examines the issue
of who should be served by the ES
and what services should be pro-
vided. Although many of the is-
sues are not new, they merit

renewed consideration in light of
the continuing changes in the labor
market. The report is based on a
literature review on the subject and
on Commission hearings on ways
to improve the agency's effective-

ness. This report is summarized
on the previous page.

The second report, The Potential
Effectiveness of the Employment
Service in Serving Dislocated
Workers: Evidence from the 1980s
(October 1991), provides new em-
pirical examinations of the ES dur-
ing the 1980s and a related review

of other empirical work on the
agency's potential effectiveness. It

presents findings on the effective-
ness of the Employment Service in
assisting dislocated workers. This
report is summarizecielow.

Hispanics and JTPA. During
Program Year 1991, the Commis-
sion saw Congress include some
of the Commission's past recom-
mendations in legislation. In its

January 1990 report Training His-
panics: Implications for the JTPA
System, the Commission noted
that due to differences between

The Potential Effectiveness of the Employment Service in
Serving Dislocated Workers under EDWAA:

Evidence from the 1980s
(October 1991)

Prior to EDWAA, the ES had no special policies or
programs for serving dislocated workers. Individual
dislocated workers received services similar to those
received by other job seekers. If they were receiving
Unemployment Insurance (Ul) or Food Stamps, the
dislocated workers were subject to their state's
"work test" requirement.

States' application of the work test was found to
be a critical aspect of the likely effectiveness of the
ES in serving dislocated workers. In conducting the
work test, the ES certifies that people continue to be

eligible for the assistance programs. To continue to
be eligible, recipients must be able to work and avail-
able for jobs; they must also be free of disqualifica-
tion for cause, such as having refused suitable
employment. Although the UI system has the major
responsibility for administering the work test, the ES

refers claimants to jobs and monitors their search for

work.

States have varied among themselves and over
time in the strictness with which they enforce the
work test. In some areas, UI recipients' use of the ES
is mandatory early in their UI benefit period. In other
areas, their use of the ES Is, in essence, voluntary,
and so may occur at any time.

Thus EDWAA -- which encourages dislocated
workers use of the ES early was superimposed
upon a system which in some places already man-

dated early use of the agency. The problem that
arises for the ES is that its effectiveness In placing
workers in jobs appears to depend heavily on the
willingness of the workers to use its services, ac-
cording to this report's findings. The ES Is more ef-
fective when workers voluntarily choose to use the
Agency than when they are required to do so.

The above findings with regard to the work test
were not intended to diminish its importance in re-
ducing the amount of time that UI claimants receive
UI payments. Instead, they revealed that for the ES
to be effective under EDWAA, the Agency must be
cognizant of the possible impacts of its enforcement
of the work test and also have the resources neces-

sary to interest dislocated workers in using Its serv-
ices.

On a more positive note, with the onactment of
EDWAA -- especially the establishment of Rapid Re-
sponse Teams -- services to dislocated workers have
become more targeted. The report found that ES
services to another targeted group veterans are

associated with veterans' greater likelihood than
non-veterans of receiving job referrals and job
search assistance. To the extent that parallels can
be drawn between these two targeted groups, evi-
dence from the 1980s suggests that ES services to
dislocated workers are likely to be improved due to

EDWAA.

J9 13F.S:... COPY AVAlLABLF 35



Commissioners
McDonald and

Niebla in discussion
with staff member

Henri ix.

JTPA and the Food Stamps pro-
gram in both the level of the in-
come cut-offs and the way the
cut-offs are determined, JTPA's in-
come cut-off is below that for Food
Stamps in low cost-of-living areas.
Thus, in these areas, people with
family income between the higher
Food Stamp income requirement
and the lower JTPA income re-
quirement, only can enroll in JTPA
if they first apply for, and receive,
Food Stamps. The issue for His-
panics is that, especially in the
Mexican-American community,
many who are eligible for Food
Stamps do not participate in the
Food Stamp program due, in part,
to a cultural preference for not rely-
ing on the government.

Based on that finding, the Com-
mission recommended that "Re-
ceipt of Food Stamps as an
eligibility requirement should be re-
moved from the law and replaced
with eligible for Food Stamps."
That recommendation was adopted
by the House Committee on Edu-
cation and Labor and incorporated
into the JTPA Amendments legisla-
tion.

Native Americans and JTPA.
Congress also adopted the Com-
mission's recommendations on Na-
tive Americans. In its January
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1989 report An Overview of the La-
bor Market Problems of Indians
and Native Americans, the Com-
mission noted that there were a
large number of federal programs
for Indians, ranging in assistance
from housing health, and transpor-
tation services to education and
training for jobs. The programs in
a whole host of federal depart-
ments and agencies that provide
services to Indians have a high de-
gree of overlap and fragmentation.
In response to these findings, the
Commission recommended that
"Because of the lack of coordina-
tion of federal programs to assist
Indians, it is . . . recommended that
. legislation . . . include efforts to
improve the coordination of pro-
grams within the federal govern-
ment and among Indian tribes."

The JTPA Amendments legisla-
tion built on the Commission's rec-

ommendation by providing that
"The Secretary [of Labor] shall des-
ignate a single organizational unit
which shall have as its primary re-
sponsibility the administration of all
Native American programs author-
ized under the [Job Training Part-
nership] Act. Such organizational
unit shall (a) be accountable for ad-
ministering the provisions of all Na-
tive American programs authorized
under this Act, including the moni-
toring of such programs and mak-
ing recommendations regarding
the selection of all recipients of fi-
nancial assistance; (b) be account-
able for the development of all
policies and procedures related to
the implementation of such pro-
grams; and (c) coordinate the de-
velopment of policy and
procedures for all employment and
training programs within the De-
partment relating to services for
Native American workers."
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