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oL - o MARC BENDICK, JR.

: N . C
- ' _//’HDISLOCATED_WORKERS AND MIDCAREER
- A . (R ' ' . T ’ v »
. o RETRAINING ‘IN - . '
L o OTHER INDUSTRIAL NATIONS e
S — o _ S _
- ) TN !
- .~ -INTRODUCTION °

: . , ? - ‘,“"'é
. The United States is by no means unique among ‘market-oriented industrial
. . . l _ .

nations in experiencing rapid structural change in fts economy'aﬁdﬁ;egmployment

problems among dislocated mfﬁcafeer.workersh Shipyard workers in Sﬁeden, tex-

‘tile workers in France, steelworkers in Great Britain, coal miners in-Germany,'
! [ . _ - . B

and auto assemblers in Canada have each faced plant closyres and employment"

redpctions paralleling those. in., similar .industfies in the United States.

' L : Y
;McKersie and Sengenberger 1§83, OECD 1983). This paper examines the experi-
 ences of three suéh nations in ad§ressing this probiem, drawingntherefrom'usq;

ful lessons for American initiatives. The three nations, in the order in.whic

they are discussed,'are Sweden, Canadaj, and France. : L

1

.

THE SWEDISH "ACTIVE LABOR MARKET" APPROACH

The Swedish concept of the pdblic role in the labotr market is radically

"

‘'different from that in the United States. 'Their‘system“iS“a”socialized one,

‘with. government given prime or excldsive responsibility fdrvmany gctivicieé



Tentative and neonascent efforts at such arrangements in the United States~—

¢ . . | ’ B _2_"'..

~

. - . - .
¢ . - . - -

® which in the United States are left to'free‘entergrise. For example, with only

a few" exceptions, private employment agencies” are -illegal in Sweden} and’
, . . . : _ .

Swedish law requires that all-job vacancies be listed'with.the public %ebqr:

.. ' A . - ‘..., .

_exchangeh At the same time, the'private sector 1is very_actibe in guiding the

work of the public labor market agency. The so—called “social parfners"-—busi-

- ness amd organized labor——sit as the controlling members of the public Labor

—

Market Boards (AMS) at both the national and local levels. This tradition of

cooperative, tripartite decisionmaking among represeﬂtatives of government

business, and labor has deep historical and social roots in Sweden (Rehn 1982).

-
-

-

l. LS

such as the Private Industry Councils (PICs) under the Job Training Partnership .

ﬂAct-—are not really cumgarable in terms of the centrality of their role in

decisionmaking. . The two systems also- differ in that business is given ‘the

. - . -
v N i - L
: : .

‘majority voice on American PICs, while in Sweden, ‘organized labor generally

dominates the system. , . _ ) e .

-

Public sector employment and training “activities in Sweden also differ

from those im the United States in the sense of being generously funded. The
- B . r s
annual budget of the Swedish Labor Market Boa;d amounts to about three percent

of Sweden's gross national product; the comparaole figures in the United. States

Y

.1s about one-quarter of one percent. In 1981 the Board ;pent about 3450 for_

each member of the Swedish;labor force.  The comparable American figure wag
= s . , ' Y .
less than $100. R ' ' !

. € -

These expenditur s in Sweden cover a broad ‘range of activities, including
‘ ) ’ : - ' . . N ' "“‘ .. \d
not only ‘training (in government: training centers and on>the—~job within private

&

o

' firms) but alsé job search assistance, relocation_allowances, wage subsidies,

< . [ : . : .
work aids to encourage employment of the handicapped, "relief vork" on public-

.

-

-projects, regional economic developmenf initiatives, -and éven public subsidies

- . .
c .
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to private firms to retain surplus workers rather than laying‘them-off during a

recession (e.g., by placing them in combany—pfoé;ded_craining or By producing

!

“

_to stockpile inventories) {Ginsberg 1983). : .

\ : . v ) . D . o
. For such .activities. as training, scoynseling, and<fob placement assistance,

any-unempléyed'persbn;xor persdn who is in danger of becominglgnemployed) iﬁ

. : t -4 _ .
_ eligible, and the services are utilized by the majority of those s2eking wortk.

fn,the.United Stataé, of céq}se; the 'public sector role in the labor 'market ‘is

generélly‘fdcused on providing assié;ance to special-néed-éroupg; such as the

handicabped or‘disadvaqtaged; this focus is achieved both by formal eligibili-

ty ru;gs ih man$}.programs (e.g., CETA or JTPA) and by the often poor Quality‘of

services offered- in othgf cases (e.g., the Job,Service). In Sweden, publicly-
.o J = N : . - "

-‘provided §ervi€es dominate the labof market both becauée théi<are generally

- - s

universally available-—without fhcome—eligibility or other cafegqrized restric-

tions--and because they are of'high‘quality and recognized value. .

g . . ?,‘l ) , -
One indication of the latter phenomenon at worR .is gizfn by theqlﬁsting of

vacancies by employers with the publiczlabor exchange. Such listing is

job

mandatory, and about 90 percent of vacancies are estimated to be Iigted. How-

<

ever, in the period prior éptimposition of this legal'mqndate, some 65 percent

of vacancies were already’ béing listed*rlargely'becaﬁse employers ' recognized
/D . ‘ . . o3 N .

that the public labor :exchange was on’ an effect {ve .system for finding-"high

'Kq;ality émployées; Similar things can be said about OCCupational ‘skill train-
’ o * . . ’

ing prgvided by*Swedish‘govéfnhqnt training_¢enéefs. These cencers are staffed .,

by Qél;épaid, high—dhélity cfdfﬁsmen.an¢ educatbré;-offer infdepth; lodg dura-

I o e » 4 '
tion courses providing the 'same depth: of training as pre-career students’
receive in regular vocational schocls; utildze hp-tb—daté’equipment and state-

.

" of-the-art techoology; and attract a broad range of trainees, mixing “disadvan-

- taged" trainees with "maijnstream” workers and the employed with the unemployed.

-

,\ Va N B .'. & ' - .

-



.'for reemployment services to the plant. site itself, so that enrollment fc

¢ . . . E
- ¢ . ) : . . . —4 =
R .

. ) K . 5" - E N » , .
Small wonder‘that.a training-certifitate from such institutions are considere

t N . >

an excellent JOb credential and. carries none of the .stigma whlfh participatic

&
in Ameriecan’ plograms Such as CETA often has. ' - ‘

- /. )
Given the range and quallty of existing public labor market instrtutlor

-

Just - described special inltiatives to serve‘the victims of economic and tect
nological change reéuired only minor modifications to.lmplement;
s i - > . : .

* - '
One, typical component of this modification is to move the intake functic

R N
unemployment benefits, counseling and testing, job search, and other service
. ’ . ] -

- e

. ¢an be provided immediately and conveniently. - As .part of the tradition <
Y ’ ) S o

tripartite cooperation; employers .often provide office space and sometime
supplementary staffing, for these efforts. A legal requirement of advanc

:notification’ﬁgr.any large layofﬁ_or plant closure facilitates beginning tt

A

'reemployment'process before unemployment actually bégin§.‘ While intake acfivi

° ,

"~ ties. a?e\brought tp the plant sige and are -otherwise adJusted to match tb

sg\cial circumstance of mass layoffs- wOrkers are rapidiy channeled’ throug

R

these intgke proceSses into the regular st ream of services .offered- by the Labc

-

_Tiarket Board. Thus, for example, dislocated workers ungerg01ng sklll "retrair

ing will be trained.not in a_spec%al program for them but. in the régular class

»
¢ )

rooms of ongoing government training programs. - . . o .
: o : e R '
A X - -
A second ,modification of the system for dislocated workers is that specis
o - _ ) 3 . ,

legislation for certain indistries provides special wage assistance‘for'ﬁorher

. : . . . .
to support their time sgent in seeﬁing’new employment. The Swedish shipyar
igdustry, for'euamplgt;is undergoing long—term decline. lf a shipyard worke
whodis not yet lald.off ndeds time off during the ;ork week to interview for
new " job, then.the employer’mhst .release him for the needed time, and specia
; . S ; . 3 -

govennment funds will pay him his regular wage during those hours.

-

1 3N
«*
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Finally, the Swedish government makes spe21al economic development efforts

‘ °

> recycle the plant and equipment of shrinking firms, w1th the idea that.the

2w jobs generated will reabsorb/some of those losing their employment._ Ih the
s

ise of government-owned shipyards, for example, the . government has offered

\ » . /

st - - .® -
@ . . . 5
. . . Y
. . D v

A

nus?i‘;actory space and equipment either free or at a highly reduced price to

< . e Al J Y

nall enterprises (e.g., small furniture companies) being founded by former '

.,

nipyard workers. '

¢

[ 4
{

‘However,.these.spécial efforts on behalf 'of -those who become unemployed as

art »of a recognizable dislocation-—-such as a plant closure-—are swamped in

- -

erms of .their magnitude by the assistance which is availahle to dislotated -

0 e a s N

orkers simply by being. unemployed .Thereforé, evaluation evidence concerning

[ . .
J . -

he effectiveness of the a551stance offered specifically to the dislocated is

Pt o

lose to nonexistent,\and we must rely instead on examinations of the -active

< * ’

abor markét” system more generallys —— o .

On the positive side, it is clear that the quality of employment and

raining sFrvices offered by the publicbsector/in Sweden’ is high. Programs ate

¢ /

ell-funded. To ;opk for .one of the puhiic employment and training agencies 1§

-

onsiderai an excellent career. Labor; husiness, and the voting public are

upportive of the activities. Both for training and “for- placement the public
. he PR \

ystem is the~mainstreamCinstitution for the nation. The situation seems to be_

l} N

self- reinforcing one which comparable American institutions Jight ‘well envy o

]

xcellegge €n sevice breeds public support, public support g;ovides the re-‘

.
L

our\es an& the mandate to provide excellent services.
, o : . . (

ble picture. . _ o RS
) ) -~ ' . “

-

_Firstt it 1is not obvious that  the total amount of investment in labor_

- - . - '\\\\ , .

‘e 2 . ‘e P . ' . . . . -" . R .
arkét acitivities is greater in the Swedish system than in the United States.

Two_more cayt ionary hotes must be struck, however, to balance this favor-



- ) - ‘ - N . . 4 T ' @ '_6—

'Wuch of the Swedish public sector activ1ty may s1mply be replacing what would

%

their‘employees or by employees themselves. Con%ider,the figure, fpresented
" earlier in this paper, that the Swedish'public employmerit and training systenm
. // .

> LI |

spends about $450 per yedf per member of the work force, while the Americgh.

-~

public.sectopnspends about blOO. The. American Society £k Training and Devel—

opment (Carnevale "and Goldstein 1983) tells us .that the American business

,sector spends perhaps $30 billion per year in training its employees, whicn

4

éorresponds to about 5300 per year for each member of the work force.. Private

]
employment agencies in the United °tates enjoy anndal  sales of more than $250

»

million, which adds another few dollars pes, worker. Totaling public and pri-

q

vate expenditures in the United States, we' get approximately the same amount

¢

per worker as is spent by thespublic sector in Swedén; While such crude

imcomparison§9are hardly definitive, they should serve to remind us that a larger

governmental role by nO means necessarily means a higher total level of activi—

ty- . .o . ' . ' ‘e

, Of course, the shifting~of responsibility from the private sector to the

" public secror might still be important if, within an unchanged total, resouvrces

i

_are spent on different individuals or for different purposes. In. the United
States, for’examplé, we know (Bendié& and Egan 1982) that- in the training acti-
‘ , ) ’

-

vities supported by private firms*w b ' - : oo

e employees of large firms get more training then employees of small
firmss . .

6 .white collar employees get ‘more training than blye collar employees.

° the ‘more general edui?tion and training a worker has, the more likely
he isrto’ receive add i¢ional training, and - ‘

»

o "disadvantaged" ‘workers tend to be underrepresented in the hiring and

training stream.

erwise have been purchased: by the private sector, either by employers "for °

.
19
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populatidn.

. . - . ~. . rFR
In_ the Swedish system, these patterns are overcome to gome extent. Exten-
. . » N .

- .- - . . o . '
sive counseling efforts are expended ;P encourage participation in training by

less—educated, blue céilaf‘wo;kers, and special bedagogical techniques ‘are used

‘to make training situations more comfortable for adults (Bendick 1983d). " Byt

the Swedes are candid in admitting that not all such patterns are overcome,

even in their sociali%ed system. Mdny of thé American dislocated workers ex-

-
-

periencing the most -reemployment difficulties are Eredtsely those individuals

.

which even the Swedish system his had the most difficult time;reaching-—blue

T
'

collar manufacturing  workers with limited general education and low skills

. .-

(Bemdick 1983a, Bendick and Egan 1982, Bendick and Devine 1981). Therefore,

- -

while “many .of the specific .techniques which the Swedes employ to reach such

. , r ~

workers may be. usefully emulated in the United States (Bendick, 1983d), we

~un£6rtunate1y cannot find even in the Swedish expetience any full answer to the

problems Sof- providing education and training to this difficult-to-serve

N . .
v . -

A second and related cautionary note should be soundedAanuﬁ-the payoffs’

, ’ .
[y

to the' services provided by the Swedish system, particularly skill retraining.:

‘There is a tendency in the Swedish syétem‘to place any unemployed worker who

Al

cannot be immediately reemployed into occupational training, in some cases
; 5 :

‘tegardless of whether or not the new skills to be acquired will significantly

alter his or .her.productivity or' employability. For example, on a recent Vvisit

L. ! ) . . .... v
to Sweden, I observed a large:number of workers receiving training as welders.

-

When I remarked that this surpriéed me because I believed welding to be an

. -

. . ) .
‘occupation for which demand was declining, I was given two explanations for the

activ{ty. First, it was said to be preferable to have unemployed wlrkers

actively receiving training rather than sitting idly at- home while unemployed--

even if the training was not very useful in the future employment. Second, it

was said - that if the work force "in general possesses many dverse skills, then

a

RIC

Aruitoxt provided by Eic:

<

o
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the structure of occupations will be influenced in the direction of maintaining

"jdb quality".  For example, if all building maintenance workers know how to
) - .- - 3 . £ . l
. +.weld, then their jobs will continue to be defined as a job requiring. this,

special skill. "~ Their. job will' not be reduced to afroutine one with lower
skill requirements, with welding farmed out. to’ a Specialist. Thus, the moti-

vation to dinvest in retraining the unemployed in Sweden seems often to be: |

sociological or psycholpgical in nature, rather than economic; the goals-are to

support the work -ethic or to influence the _nature of work, rather than to -

- .
'

b e . o
enhance an individdal's immediatg employability or ‘productivity.
Ih?saying that the objective of such training aCtivities are psychological

or sociological rather than economic, I by no means wish to suggest that they

[ e . .

are less ﬁmportant or less legitimate. However, I do wish to alert readers to

.
Pl

the fact that mich of . the Swedish investm&nt in training and other "micrd

labor market policies may serve such ends and* shoﬁld therefore ‘be examined
. cautiously as a model for an effective, immediate—payoff reemployment strategy

for Americanldislocated workersc ’ - \

A .
v ' - . . . -
~ ~ . .

More generally, the-éwedish'system has been criticized for -excessive fteli-,
ance on microeconomic;laborcmarket programs to address unemployment problems;

to the neglect of macroeconomic approaches. " To place unemproyed workers in .

b N ——

training or in re%%éf works" (the Swedish term for public service employment ‘

’

$a

or Job-oriented public works) may reduce the’ measured unemployment rate, but

1t does so lgrgely by disguising unemployment rather than actually reducing it.

. - '
~At least one researcher has est1mated that Sweden could raduce its "real” unem~"

—
’

-ployment rate by shifting some of its emphasis away from microecpnomic policies
~t [ ]

in the’ direction.of ,macroeconomic - in1t1atives (gphannesson and Schmidt 1982,

‘Johannesson and Persson-Tanimura 1978).

T | N U :
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This ceoncern about the proper balance’ between macroeconoémic and microeco-

“ P N . .o 4]

-
3

[

nomic initiatdves is a central one to American policy debate“aboun dislocated

. : - ‘ . . C.
workers. 'The traditional role assigned to government employment.and training .

’ . . - oo ke 3. . RN =
programs in the United States has been to promote the labor market opportuni-

ties of ‘thoge whb, would remain structurally unemployed (or underemployed)

< : -
" . .

even .in a nonrecessionary national economy#» A key question in discussions
about dislocated workerd, therefore, is: To what extent will workers currently_ )
on long—term or permanent ldyoff in the American economy be readily reabsorbed

by ‘an’ economy recoveripg from recession? 'How many among the millions of work~,

'

"ers laid off from traditional manufacturing industries such as autbmbbiles,

. ) "~ ) L :
- steel, rubber, glass, and textiles are likely to return to their old jobs or to

very similar manufacturing jobs not‘requiring major skill retraining or career

-

transitigns.to enter?
1) LT ! Qn
" Opinions vary a®%great deal on this'subject (Ayres and ‘Miller 1983, Bendick-

1983a, Bendick 1983c,‘Bendick and Deyine 1981, Bluestone and Harrison 1982

Hunt and Hunt 1983, Choate 1982,\‘Levin and Rumherger 1983, Sawhill 1983,

4/’.

Sheingold 1982);;and no definitive answer is possihle auntil such an economic

1
~

récovery is actually experienced. Howeﬁ// even the smallest estimates of /the

magnitude of-- the problem (Bendick 1983a) agree with the larger ones in. saylng

e { >

that there 1s/one'pool of dislocated workers who_will experience significant

reemployment difficulties evén in nonrece551onary times. These are workers

dlsemployed as part of mass layoffs or plant shutdowns'in commpnitles already

sufferrng very high levels of general unemployment or long—term decline. When

o . ~ .

an auto. plant- closes in Flint or Detroit, or a steel mill shuts down ir Youngs

. -~
3

town or Buffalo, those employees let go face serious structural'reemployment
: . - P

‘difficulties in cheir “communities in crisis.”

. ) .12 L




Fot .32 model of how effettive governuent assistance can be deiivered to
‘ _ s
Wy workers gnd their communities, we turn our at tent ion to an 1nnovat1\<e

v

'P't‘ggram in Cszrrada called the Canadian “Manpower Consultarive Service (MCSs) .

. PR -,

This agéncy of thé Canadian national government exists specifically to deliver

e :

s The MC§ in operation can be described as follows: (Barth 1982, Barth-and
Reygner 1981, patt 1983, Bendick 1983a): ' . ' L

- When 5 plant shutdown or mdss layoff situation arises, the MCS becomés
involyed immediately and temporarlly fe.g., for a six month to twelve
month period).’ Thus, it -supplements establlshed local labor market
instit,ztions at a time of peak demand. . '

g ' . McS's major role 1is that of coordinating, facilitating, ahd encouraging
tHe mobilizatiqn of local resources, primarily those of local emplo§g~rs

and local unions, into a committeé. It brings in a modest amount df .

- matching funds for. administrative expenses and the services of a ca
_officer, but local government and private resources must alsc be con-
’,r trlbuted N

. /temporary_ wrker adjustment assistance to communities undergoing economic cris-
o | . e .

All workers involved in the job reduction are contacted to see if

exnplo}qgent assistance 1is desired. - (Typically,” 70 percent respond
afflrmatwely ) Each individual expressing interest is 'then interview-
ed lnd;,VLdually to determlne the most appropriate form of assistance.

AN

Those workers who need or de51re -career counseling, training in job
search skills, retraining, or- relocation assistance are referred to the
Canadi gn equivalent of the Job Service for such\ssi\stance

\
The mg jor form of assistance prov1ded to most workers-—some 64 percent
of al] cases--is direct placement assistance. Here, the key role which
the McS ard local committee play is to bring into the open jobs in the
"hiddepn )L{bor market" (i.e., those which are typically filled by word
of moyeh . - .

AS‘ I woyld envision SOnLJething like tl}g MCS in opertion in the United
Staces,’ it Wc)uld copy some aspects of the. Canadlan .approach and modlfy others
/F% one thing, the U.S. Job Service is_not generally EElulpped to prov1de exten=
v Sy, ca?-‘eer‘counselingfibr training in job search skil,ls.‘ Therefore, an MCS-

ll‘ike agency would have to bring in the necessary skills and resources. Second,

would see ap Mcs-1%ke .intervention being triggered not only 'by a mass layoff

+

Sy plant closing but ajlso/by long~term regional decline or persistent unemploy-

o

m'an- Third, T would open these set;\.-'ices to all’ persons in the labor force in

v

ERIC

Aruitoxt provided by Eic:
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a locale, not just those directly affected by a 1ayoff this is' because al.

seekers in a labor market have increased difflculty f1nd1ng _]ObS follow1
la};of_f becausé of the lincreased‘ competition“ from those laid o'ff. Alon‘g‘
these modifications, however, I would " preserve other fkey aspecta of the
approach: the .role as a suppLementer of existing ser\'iice's on /a}sh‘ort.
blaais, the‘ tailoring of services ‘of the needs of each indiiridual worker,
nonbureucratic style of. operation, and the emphasis on mobilizing and enha
local resources.

. \\
In theoperation of ‘the MCS, as in the operation of the Swedish}

. Z,
Market Board, one essential element of the responsiveness of the system tj
. p - v

needs of dislocated workers 1is a system of mandatory advance notice of

‘i

|
|

layoffs or plant olosures. Such notice allows the public agency to beg:

- : . |
serve thgse facing unemployment prior to their actually ,being laid off.(’

early provision of services appears to be important psychologlcally, in th

reaches workers very soon after the stress of the dismissal; providing :cou
ing, support, and a fnture orientation to combat the anger, frustration
bitterne‘ss which are\typioal reactions (Bendick 1983(:). Contacting worke.
_also significantly easier before their layoft then after. Finally,

intervention is particularly important in systems, such as th\MCS Wthh

I3

~on local employe/rs and unions to provide at least some of the \r}w

Lo ' . -
worker reemployment efforts; at the early stages of the process, companie

j . :
unions have both\ more interest and more ‘resources. Legal requirements to

' ! ‘ ' .

~vide advance notlice have been extensively discussed in the United Stat:

“plant closing ldgislation” pending in ‘a number of states and enacted i
- .

states; and such jnotices requirements are sometimes also included in’

{

collective bargaining\Jagreements (Bendick 1981b)A. The important peir

notice in other nations' experience with advance notification is that

-
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advance notice 1mmed1atel} triggers a significant amount}: of "public.- activity.--

To impose a regquirement for advance notificat ion w1thdut also creat ing some.'
. ‘ ¢ 5 /
system to respond to the layoff or, closure would - be to achieve a largelyﬁyr-;{i:.

'+ Thie victory. It would ‘also be: difficult to aqhieVe" politically l;ecause ‘the ™

presence of government 's:’é':f'vices to aid tct;eir/'workers provides a partial quid
pro quo to firms for the disadvantageS"'/of having to reveal their business

intentions.

~

A further central aspect of the MCS approach is that economic development=—;

~the 'pro’m'ot:‘ion of existing local employers or the seeking of immigrant compa- ’

3

(nies——is a u]ajo’r. part of its portfolio of approaches to aiding' communities.

That is, if ional circumstance dictate, MCS expertise and resources can be
targeted on the cr_eation of demand for workers, not just on enliancing the
aupply. (through placement. or t‘raining). In the United States experience, the
» _ economic deveiopment function an ﬁhe worker development'function‘s' are all too

oftenr handled by separate state agencies and .typically in,,an‘ uncbordinated. '
. b i . - . /
—_-fashion. The MCS pairing of the two approach to aid communities in cris¥s is 4

usaf-ulo reminder of the complementarity of the two types of:—:activitiés.

The MCS also offers an interesting echo of a theme in the Swedish‘“experi.—'
<

ence, that. of servin% the needs . of distresssed or ‘disadvantaged' iMivicfual§,

through the same agency which serves the "mainstream” work force. 1In the MCS, .

e

- R « b . . : .
case, this occurs through a mandate for the agency to provide its assistance
not only to communities e:iperiencing labor surpluses from mass layoffs and

plant closures but also to communities enjoying ec\'gnoniic exp’ansion and are

labor-short. Such a dual mandate ia not only efficient 1in providing for
. =

potential pairing of surplus and shortage areas and in drawing upon -similar

)

agency capabilites, J It also prevents the MCS from becoming stigmatized as

- . A ~
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being exclusively associated with "unattractive"” communities and  hard-to-employ

workers. /// ‘ < *

~

A

ki

Finally, it should be noted that in the MCS experience, many—-certalnly at
. .

least a maJority-—of dislocated workers are assisted with JOb search and place—

ment assistance rather than with skill retraining{"'This has bé!ﬁ%%he experi—

—

ence both of the Canadian MCS--for which a 64 bercent figure was cited abone

for those receiving® only search and placement assistance-—and for such United

States programs as the Downriver Project " (where some 85 percent of service

~

£

?ecipients receive only job search assistance). The reasons for this emphasis

-

are numerous but can be” summarized in the assertion that most workersqtvill

eventually be reemployed in jobs~requiiing a skill level not particularly high-
‘ . (4 - . 3 Ty . .
er or diffeérent from what they utilized in their preyious jobs. This will be

true Poth because the skill composition of job wvacancies' is moving upward only.
slowi, ind because many dislocated workers are not ideal candidates for train- -
. > _ : : v

ing (Bendiek 1982a, Bendick 1982c,«Bendick-and Devine 1981, Levin and Rumberger

-~ A . ..l‘

U

L983). The Canadian experignce confirms much of the American experience to
: ' o _

suggest that reea%loying dislocated workers is predominantly a matter of place-
- _ . ~ .
ment rathsr than retraining. B

]

THE FRENCH'"OBLLGATION TO SPEND" ON TRAINING

The fact that, for most dislocated workers, fetraining is not the path to

\ ’ ‘ s N
remployment should not be interpreted to mean that mid-career. retraining is an -

» .

unimportant need in the labor force of a.modern industrial nation. There is
- . A ) 3

constant and accelerating change?in the composition of output in the American

economy and in the technology.with_qhich it is produced. These changes, in

turn, dictate that the oceupational mix in the economy_is constantly changing,

and also that the skills in\flved within each occupation is also Qhanglng

g

However, it is important to recognize that these changes‘%ccur gradually, that

~ .

[
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most of the new skills required- in the evolution of jobs:are acquired incremen-

tally; and_ that most'retrain%ng of é;d-éareer‘wofkers occurs amaﬁg the employ-
% . “ - i - . .
ed, not the unemployed: A high le;El_of mid-career fetraiping'among the em-

vployé& isa
a$§UPt di;locatioﬁ‘of its wéfk force. SRR o B

prébébly one of the best defenses an économy can erect against the-

'Qi' . : Lo . . . . . .
- Earlier in this paper, I cited an estimate of perhaps $30 billion per year

as the amount which private employers currently expend on training their em-

b}

ployees. Large as this.pumber is, there is reasbnifo believe that it is still

-~

less than the socially. optimal level of investment -for the American economy .
. P ..
Due to the presence of what economisté.refer to as “"private market failures,"

the American’ private sector ‘acting alone 'persiétpnt}y underinvests in the

skills needed by its own work force (Bendick 1983a, Bendick r983c; Bend ick and

Egan 1982, Stoikov 1975).. These market faildres hamper both investmént'by
empioyers in training fheir current employers agd employees' ® investment in
‘training themselves. ' ' ‘ 7

#In the case of employers; investment in. worker training,. like any oﬁhe;'
investment degisidq, is’ decide@'upon largely in terms‘of the return on this
vinvestment. When workers are'ffee fo‘move fro%jéompany to cgppany, }t'is_risky'
for an employer to spend thousands and thousands ,of ddllars.t; givé é\horker a

skill in gneaf demand, because that firmq' competitor will try to hire that

s

- worker away the minute his training is complete. When all employers together
\ . N . ‘. .

. o~ .
react to this fact, we .get a situation where everyone needs a skilled labor
. N . . -

pool but nobody will pay for it. i ' .
As for -employees,. we ddjﬁee'a great deal of self-investment by workers.

When «a hizgh school graduate goes to collége, or when yod’or I take a job de-

" "

spite a low wage but “because it is’ good experience;“ that is precisely what is

’ [

going on. But in an era of rapid economic and technological change, more and




more workers are faced with the need to. make a major investment in their own

retraining at midcareer. Such'bouts of midcareer formal training are difficult

" for workers to finance. First; they Tequire quite'a zash flow, both'to pay fobr

the instruction itself and to_smpport the worker'and'his or her family while
the training is proceeding. This can be a particular problem if the worker
fwishes to undertake’retraining when unemplo&ed;.when’cash flow 1is tightest and
when—--in the current American system%-both"the.Job Training Partnership Act and
(in_most states)‘the unemployment insurance program—-will'not provide income

\

maintenance during training. Second, because formal midcareer training is very'.
. R ) p

- expensive,'individuals way be reluctant to undertake such a sizeable investment

’
~ . - N\

) when there is no certainty that it will pay off. And fipally, there is a pro-

blem’of information: Individuals may. not be well -enough informed about tremds
in the labor- market to pick the right field in which to 'be tra1ned.

-The tra1n1ng gap between what the private sector is currently providing

and the ever—increasing training needs of society might perhaps be etfectively

addressed in a‘way modeled on an aspect Of French~public policy. aw’iince 1971,

the French have operated a national system for financiag worker training ‘which

4
° v

§ \creates an effective public-private partnershdp to address exactly the problems

outllned. The key element of the system is what the Frencn refer- ‘to as an

"obligation to spend, Mé:hforcai by a payroll tax Aif that obligation is ‘not

A . .
met. * » . v >

The French Further Vocational Training System Wwas established by an agree-

ment. between employers' associations and trade unions concluded in 1970 and

’ -
/

reinforced by laws in 1971 and 1976 (Legave and Vignaud 197QQ Bendick and Egan

. 1982). As a central feature of this system, every employer of ten or more

employees must make" an annual contribution to the financing of training

courses. Contributions are calgulated as a percentage of the firm s total wage

-
a
-

E . N — )

10
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i Al . T .4
bill, with the peroéntage specified annually by the government in it% yearly

. Finance Act, currently, it is set at 1. 1 percent. .
Emplpyers;may satisfy this contribution requirment in any of several yays:

® By financing internal training programs for .their own workers, either:
conducting. the training themselves or,fayfﬁg for . the services of an
outside training establishment through a multiyear agreement.

® By making a financial contribution to dn industfy-wide training insur-
ance fund, establisheds by . agreement s between "employers - or employer
assocfations and trade unions.. These ‘funds may be national or local.

° By making a financial contribution to programs for unemployed persons
.in training centers approved by the government.

° By paying their contribution into the government treasury.

Thus; if the firm chooses to train its own workers and spends at least the l.l

percent minimum, then its obligations are discharged. Or the'firm may meet the

requirement by participating and financially supporting an industry—wide

training fund which serves ite” own employees. But the firm might as well Spend
<

on one of these forms of training, ecause if it fails to ‘meet its obligations

. to spend, then the unspent ba¥ance of the 1.1 percent is due to the government

~as a payroll tax. In practice;_the majority of funds are allocated to the

first of these methods, particularly among large firms;»about eight percent of

" funds to go the second method, primarily among small and medium-sized firms in
\

industries with strong trade unions. Approximately 120 OOO firms and over five

.

billion French'fraucs are involved each year; typically, one person in eight in

the labor force receives some trainingﬁduring'any year, with an average of 55
hours of training per trainee. Revenues may be used- to finance trainees wages

during .training as well/a§4the out of—pocket costs of the training 1g%elf.

-

- Workers may take.advantage of’training opportunities under this fund for a

number of purposes, including "refresher" courses in their current occupations
' . . . » . Y

- and advancement to higher—skill occupations. The funds may be’ called updn foi

Rl
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; "adaptation” courses in which unemployed workers switch to new fields of work

‘ .

. or for "preventive" .courses in which currently employed workers convert to new
occupations ‘created by technological_chgpge. Thus,\the fund becomes a valuable,
device both to workers--ln assuring‘;continUed employment despite economic

change--and'to‘E?ployers-;by providing a trained labor force for'emergingflabor'
force needs. Y .
Iy . . . Y

Because the system provides wage replacement beneflts and_tg}g}pn payments

to workers, it tends to overcome the "cash flow™ and "risk aversion” reasons
thatrworkersbmight not investrin,thefrlown‘training. By obligating employers
.to expend at least a minimum level of effort on training; lt addresses’ their
reluctance to invest in training .for transferable skills(?general human

capitaly’) whose benefits they may ‘not receive. By increasing the amount of

; workers currently employed, it emphasizes prevention rat-

ed to;
. //

ure. At the same time, hy promoting training to workers by current -

'training prov

her than

employers, it reduces the situation of workers undergoing training "on specula-

\

tion" in favor of training_for job' needs already planned for within a firm;
this reduces the. information and dechisionmaking burdens on thoseﬁworkers--par-

-

ticularly blue .collar workers——who are used to a system of adapting to employ-

1

ers' needs K and have relatively . little facility with career self-planning.

Thus, such anlapprOach can be seen primarily as addressing basic "market fail-

ures” in the retraining market, rather than the more ad hoc needs f,dislocated
workers per se; . ' I :
One of the advantages of such an approach is its flexibllity and decentra-
_lization of decisionmakiﬁg-—much in the spirit of - the Job Trainlng Partnership
‘Act. Decisions are made by employers (with a mandatory consultat;on process

with unions, in the case of larger firms);, in light of their firms' own needs. °

No vast amounts of money-flow'into and out of the public.treasury, and no

o
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goverument central‘'plans or decisions constrain wQat'a»firm may, do.  Yet each

Y

firm has a profit incentive to use its“training resources wisely, ‘and all firms

= ' : - . N ’,

D] .

qtogether'are requiredita maintain a high level of sustained investmént in the

French workforce., . . ’
S AU . .

° .

The‘experienceoin\France with this approach has been Qighly favorable in

o

. 8 P N o ! ’ .
“‘terms of increasing the total volume of resources *spent on- training within

firms. Particularly among smaller firms--those most subject-to the tendency to

underinvestp.(Schiller. 1983)=—-the level of ‘*expenditures on’ training has in-

-

7

l

19 employees. for example, trainiqg expenditures as a proportion of the wage

bill went ffom 47 percent in 1972 to 95 percent in 1980. The abailabrlity of
, EY - .
1ndustry-w1de training fund has been particularly useful in making high—.

quality, profe551onally—organized training available to’ firms too small to»run
their own in-house training efficiently. . . T

One difficulty ’*equently observed in\ghe French'system is thatxywhile:tne

total amount of investment in training has ipqreased; aldisporportionate'amOunt

continues to be spent on white collar, profeSSional, and managerial employees,;

.

rather than on the lower-skilled blue collar wqrkers where, in the United -

States, the greatest dislocation problems seem to occur. "Management develop~

o

. Y : . . .0 .
ment seminars" at pleasant country resorts or English—language ., instruction for

upper—level managers are typical>examplesfos such expenditures which are off-

target in terms of dislocation preyention; They are perhaps more dppropria&ely
_ {

described as employment perquisites for higher level employees than hard—core

skill updating.  Such difficulties could be overcome fairly easily in the

United States context through . prograu1 regulations specifying oargeting, it

’appears from the French experience that such controls would be necessary.

g

.creased steadily since the start of tne system; Among firms of between 10 and .

AN

>

n‘{



\ - .
- . »
-~ . Al

"

-19~

With that important modification, if the Un_ited States were to- adopt a ‘

S

similar "employer obligat ion to »s'pend"_ approa/c'h~, we would move a\ long-way to—
L 4 ., o R . ) 3

ward addressing the problems of which dislocated workers are visible and impor-

4
- -,

...F'ant tip.~ of ~the iceberg. And such a proposal is by no means a political ab—_

e T ¢
surd ity. 'Fhe leadership elements of the business community should be as’ enthu-

. . v‘ N
siastic ,in the United States as they are in France. Most d;ajoit“corporations

- .
ot "

al'ready’ invest heavily in worker training. Their oBligat’ions under this ?em

.would already be discharged by_ their curkent level of «ac':t'ivit_y, while tneir

less active compet itors (who have been stealing their ‘stat[f) would be forced to

carry their fair share. At_the _sanze time, the leaders of labor should be

.« . . “ .

enthusiastic about a system 'which assures a sustained level of resources to .

make -workers™ participants in and benféficiaries‘o'f technological and other

" economic change, not victims ofv it. A, higher.llevel of gé’neral” Q'labor' force'

8

training would prevent a good deal of worker dislocatlon by providing in-house -

retraining as a substitute for disloc_ation, while currently-dislocated workeré‘

g M

‘would \benefit from the new entry-level employment slots which would be created
as curre11t_emplo;ees move upward via training.; Taxpayers stand to gain- from

reduced employment in»s‘hrance and public assistance claims, and we all stand to

.
s,
| ’

gain fro;n enhanced national productivity and international competitive’ness.

Such a system could be '_adopted in the United States e.:i'ther d\i‘rectiy or

through one ofﬁ several incremerftal‘ strategies. One of the incremental'strate-

gies no'uld ‘involve, reprogramming for -training pu’rposes some of t:\he _pa}"roll ta;<
_ o . _ .

fund® already collect'ed for unemploymefit insurance, The stateﬂof California has

taken a- step in this direction by reducing its payroll tax for u.nemployment
!

,insurance by one-tenth of one percent and creating a new payroll tax 1n the

! R _ :

same amount for worker retraining and other adJustment programs_. -7 Another

incremental approach would be to impose this obligation to train initialkly on

’ L3 . ! - ———

8
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0

. the defense imdustry where government purchases already create hg&h a prosper-

()

ous groﬁth period and a basis for federal intervention. Chairman St. Germain

of the House Banking Committee has recepcly introduced legislation to th1s

4

" effect in discussions of the proposed Defense Indusﬁrial Base Revitalization

A \ . N .
Act. . ’ . , ' . ‘
. ¢ AN

e ' \ '

- LESSONS FOR THE AMERICAN EMPLOYMENT AND IRAlNING SYSTEM

This;paper has provid d‘only a highlﬁ'selectiue reniew of the‘dislocated-.f
workerlactiyities of market=oriented industr;;lized nations outside the United
States.A.bther nations besides. the three we have examined\have’their own initi-
atives; and the three nations discuss;d offer other programs than those focused

Jpon here (Wolfe 1979). Nevertheless, the three models examined here were

- l

selected because they are among the most provocat1ve for policy discussions in
© .

the United States. \

Of the various ins1ghts suggested by the experience of. Sweden, Canada, and

France, I would like to direct readers' particular attention to three:
% -The experience of all three natiens suggest that it is' a
mistake " to equate midcareer retraining and dislocated
Xamorker reemployment. Canada correctly emphasizes place—
ment and job development over training for the dislocated;
France rrectly ‘emphasize . training for the employed'
rather tHan the ‘'unemployed; and Sweden probably incorrect-
ly overinvests in retraining the unemployed. '

© All three nations”in various ways deemphasize the unique- —

ness of the employment problems of dislocated workers and

“tend to address them ‘Ehrough labor market institutions
serving the labor force dore generally. This is a differ- -
ent direction from that symbolized by Title III of the Job ~
Training Partnership Act, which defines dislocated workers
as a distinct population and establishes a separate progrghn
for then. : :

e Each of the three nations in a different' way “seeks to com~

bine govermment, business, and labor resources and .roles in

. addressing the dislocated worker 'problem, rather than de-
. vising a “government-only approach.
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In my judgment, the degree of similarity of social cultural, and institu-
v (4

s tjional backgrounds makes Canada the most likely base for providing a program

‘

idea which can be transferred relatively intact to the United States; France

follows somewﬁat distantly in second place; and Sweden Eollows'very distantly

in third place. Yet at a more abstract‘%level than the direct imitatiérl,of
Specific programs, each of the naéions has something to teach us. These three

general themes may capture some of those lessons. ~ o )
. » . .

2

-~

“~
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