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Knowles:

W hiteaker:

Knowles:

W ohiteaker:

Knowles:

W hiteaker:

Sokolov:

0 'Tierney:

That3 what If saying why not propose -

It could be they would say in 6 months

It could be they would say that anyway if we don't support it ... just

maybe the telephone comopanies would support the commission with

some effective date. I think we stand a better chance ... if they go
against this that will happen. I don’'t think going against this is really
a responsible reaction to what the ... industry

Although | would say this, there is nothing to preclude A T A having
woalking in the door tomorrow with a set of regulations which ... two
recent examoples - we would have to consider ... they could be noticed

for the purpose of setting up the procedure that they desire. So there
is presently within state law a vehicle for someone who has a particular
interest to prod the commission dinto acttion. So | do think that we are
not the only player in this., There dis that opportunity if someone wishes
to take it. Il would concede there is some work in preparing such a

thing.

woe have recently rejected two sets of regulations that have been
proposed that didn't happen to fit in to what ouvr work plan was at that

moment.

And I think that is an issue here as well.

I think that wtilities are suggesting something that this comm ission

actually needs to do ... easier in the long run.

Weell, how do you want to open this!? leave it as is? Do we suggest

any modifications of it? 0r do we reject it outright!?

W hen faced with either endorsing or rejecting a c¢harge to adopt regs
to simoplify for any given segment industry, | suppose | would endorse.
And if there s then to be a wvseful debate whether or not it should
be all-inclusive in terms of lengths ... make some access line cuts or
som ething then maybe that would be the next round. | hate to say that

but by way of just starting ... I would make a motion
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Tierney:

ickson:

hiteaker:

Do you want to assign a time to it ... idea that it goes now or do you
want to look at in terms of it is a next step after the first rounds of

atctess charge filings if things go throwvgh?!

Woell, | suppose the letters weren't directed ... in terms of putting
som ething up here ...oocan dig in ... however it falls | mean let if fall out.

Let's just move on

I have no problem with an effective date but | wouldn't put in the

context of setting it up to happen after the rouvnd of access charges.

I mean | can see it having an effective date of July 1 oo som ething
like that. Lobut b wouldnt - 1 can’t see us having to get ... leaving it
open ended and tieing to ... I don't see why the process can not begin

before the access charge tariff is approved for examople.

Mor. Chairman let me ask counsel by way of attempt to reframe my

motions for clarity purposes to allow for M ark’s comment...something
you might svugogest in terms of reframing the motion to ... effective date
or whatever the hell makes most sense.

Woell I think the effective date is vsually what you find in legislation of
this sort that a date certain regulations will be adopted. 0 r you might

find that in the dintent language accomopanying the piece of legislation.
That would perhaps be a better place to dinclude an effective date
particularly due to the fact that you have two sections of this bill. S0
if it is the dintent of this comm ission that latitude be given so that
regulations can bhe adopted after perhaps the first day of the legislative
session next year which | think - you have to think that's when they will

be wondering what happened to that piece of legislation that they

adopted ... Y ou neeu to tell the legislature and let them perhaps figure
it oot I think perhaps it may be best to put it in ... Does that answer
your gquestion? The reason | say that is becauvse whoever is truly

concerned with this piece of legislation if they are re-elected they are

going to walk in and say what the heck happened to those regs. Aonod
they ought to be process - if they're in process and the telecos are
happy, then big deal. There's not 1 big deal if you anticipate taking

longer than the beginning of the session next year then you ought
indicate to the legislature - give them a time when you think you can
complete the project Woe 're under direction, by we I mean the
department of law, that regulations need to be adopted within a year

from the notice period 50 you know you're woorking woithin that

framework.

W hat happened on the electric co-0p regs’ Did we have a date!?



Hickson: I don't remember.

Hoickson: There was incredible pressure

M oan: oospoken to in the statute

Know les: Il don’'t know why we would want to put a date in. I can see where
in our comments on it - 1 can understand why you would describe and
attach it to a certain process but | don't know why unless asked you
would put a specific date in. I guess 1 also don't know that the

ram ifications of putting a date in and not making it for some reason.
I wish someone would start asking about the electric rates again.... how

many years it's been since that

Moan: Il don’'t know how to handle your comment ... get going

Knowles: It doesn't sound like Elizabeth’'s responding to - 1 mean if |l understand

what is being bounced around here is for a date that goes beyond the

beginning of the next legislative session which I think a later date
rather than a sooner date. Especially if the access charge filing is to
be in ... process ... people get a hands on feeling

Moan: How that will inform the degree and natuvre of simplification.

Knowles: I mean January 10th, L2th, 9th whatever date it will be will be too
s00M .

L__J

Sokolov: Kathy said July of 1991 and in that regard as far as a date ... indicate

next legislative session becawuvse of.,.. access charges ... but a year later

like 1992

Knowles: I think we are debating on ... here - frankly as far as just think this will
be adopted and there will not be some expectation of relatively prompt
reaction. I just don’t think that's what will happen. And if 1 were
affected entity, |'m not sure that | would find that acceptable having

arqued actively for this legislation.
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ALl you would have to do is have a regulation that says thou shall not
do the simoplified process unless you have had a revenuve regquirement

filing that is as recent - as current as 1988 to do one and you're not
going to have anyone able to use |it. I mean ... anyway you Jlook at it
you have to have a basis to move forward on and in discussion with the
telephone comopanies on this last year they acknowledged and they

realized that - L mean | don't think that it's reasonable to assume that

these companies are going to be going out of their way to undermine

effectiveness and credibility of the comm ission. And they're going to
have to have - | think they are going to cooperate
Il guess |'m not suggesting that but you have said ... concur that there

may be some comopanies who are feeling pressured to com e in especially
since they haven't been in maybe never. And for those companies
I've heard testimony ... they are really hoping that this will be the

beacon - | think

W ohich it may be

Il guess | feel that this is getting to be a bit like a contortionist after
som ething ... W e conceptually see merit to an idea here. W e are going
to be well positioned to imoplement an idea, but | feel that we are sort

of forcing ovurselves into a mold because this particular legislation is on

the table at this time.

I don't disagree with you but unfortunately | happen to think that's the

only way that some things get done - to force them to. ... It prioritizes
things. It has an imopact as far as prioritizing and that is the one
benefit | guess to any constituency that tries to do this sort of thing.
doesn 't necessarily prioritize things... the legislative process is a very
lumopy process. It fills priorities for the growup ... it disn’'t just our
this is generally for a group that may be advocating something. But

whether or not that is a nnority in the larger picture may or may not

te the case.

I agree with you.

W ohat | think s fortunate in this instance is that we have a situation
where we're being asked to prioritize something that is probably in our

best interest to prioritize.
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don't even have a second

I didn’'t second it becauvse | don’'t like it.

Right, well

the fact that you've split into small versus large utilities. As far as

I'm concerned the motion

I just m oved

re moving either approval or rejection of what is there?

So you'
That's right. It seem s to me that... now that | read the ... regs the
whatever timelines are applicable aren’'t invoked until a notice period
commenced. Is that right?

Hickson: That's right.

0 'Tierney: S0, to that extent we have control over - at least | think we will have
control over how we proceed on this. 'l just... I'm just going to move

that we endorse the legislation as it amends 381(bh)

W hiteaker; I second.

Sokolov: Moy turn? - | feel that it's a year premature so |'m opposed to it.
M oan: Loroll ocall vote so

Sokolov: ooLbets vaote

W ooman: W as that a vote? W as that a no, no, no’
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I'm a no
I'm a no
I'm a no

Mootion fails.

Next step, shall we look at some modifications?

was there another motion with respect ... is that your gqguestion?
Yoes

I don't have one. Do you have one to propose! It seems like if
there's one to be generated here it should come from the no's. Hoow

could you change this so they would find it acceptable?

This is where

I think the problemn inherent dis when it's limited to discussion that
you attemopt to dinstill som e timeframe on it sending a mixed signal
that | think may be dinappropriate.

Can | ask a question about this? Isn 't it possible that your ... shoved

'

down your throats becavse you've just sat here and proven that the

majority of the commission doesn’'t want to deal with this in the next

year!

Il don't want my vote being interpreted that way.

That's why | asked the question.

I think that risk is there.

Il suppose that risk is always there.

Page 30



OTierney:

w

w

om an:

om an:

Sokolov:

w

hiteaker:

Sokolov:

Know

0 Tierney:

Know

S0

w

les:

les:

kolov:

hiteaker:

I don’'t think we have any obligation to and | think we voted on that
we ought to - if there’s another motion on the issue we ouvght to let's
tonsider that and if not let's we have a second section of legislation
believe.
That's right
So there's no motion.
Let’'s go with the second part. This s the bill proposes period
may be no longer than 6 months. In other words, this asks that all rate
cases for telephone utilities be completed within one year. The second
part of this propo- .0 is that the - if an dinterim is requested, it would
automatically go into effect after 6 months and that it would be equal
to what is requested. Distussion?

you have a lot o f ... to deal with all of this 8 lines I support
part of the proposal..
Let’s Took at the overall period for a rate case.
T he non-rate case the 6 months is for mnon-revenue regquirement
proceedings. A filing that does not include an increase in the utility's
revenue regquirement.
The decrease might involve would that involve a revenue requirement
filing?
No they're never done.
They are done, but pretty rarely. I guess that would change in the
utility's revenue requirement to generize
Let's talk about the non-rate case

you've got the non-revenue requirement section and the revenue
requirement section ... if you do | would propose changing to say that
this does not dinclude a change in the wtility's rates wohich I think
affects revenuve requirement and rate design wohich otherwise puts rate
design in the 6 months category.



Knowles:

Sokolov:

W ohiteaker:

Knowles:

Sokolov:

W hiteaker:

Sokolov:

Can | suggest that we may want to say revenue reguirement for rate

design rather than rates becauvse there are a lot of non-recurring minor

Uothink this was designed - part of this came from earlier suggestions
we made - | thm¥k it was designed to weed out those kinds of minor
rate cthanges from full blown whatever
Shall we take a vote on that one?
0ne qguestion before woe vote, if woe're talking about a 6 month
processing standard for ... regulations ... in terms of comm ission type
tariff changes, would that standard, in the comm ission’'s mind apply to

things like wholesale as in huge comoprehensive changes that have been
produced as a resuvlt of service and safety standards - those kinds of

filings. And of couvrse even before we add service and safety standards,

woe had utilities who would periodically com e in and moake major
housekeeping changes to their entire tariff with ... standard
I think it wowuld, but I don't know why that's unreasonabdle. Right now
operate ... your 6 months suspension period to begin with. Aonod
some of those types of filings ... and some of them are in response to
comm ission findings ... which are certainly within the control of this
comm ission as far as ... as far as filing ... and that sort of thing goes.
And you also have - we're really talking about - are you talking about
T /2 months also! It says ... | assume - this appears to be attached
to schedule 45 ... now if it's meant - maybe it needs clarification. |

don't know if it's meant to supercede the 45 days and do away with the
45 day requirement But I would think we don’'twant to do away with

the 45 day requirement

There s also the catch-all standard period for due cause. I think that
should be invoked truly on an exception basis, but if we got something

you're suggesting Ted, | think it may follow from that category.
Statistically most of them are SR A . As you know, if you look at the
non-rate case filings, most of them do very easily meet those standards
but there will be those exceptions. I ihink that can be handled with

this - within this proposal.

So are we all in agreement with that portion?

an increase chamnge

Does not include a change in the utility's revenue reguirement or rate

design. 6 months to process ... or something longer
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Sokolov:

Knowles:

W hiteaker:

Foster:

0 Tierney:

Sokolov:

W oman:

Sokolov:

Foster:
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Yes, that3 what ..

Woell, either move
this point.

think we need to
econd it Let's vo

it, second, or vote yes whichever is appropriate at

move it first.

te.

ye
ye

ye

y e

ye

nd now comoes the real difficult part... includes an increase also a
change in the utility's

ould you split this into an dissue that would interim ... at what point
a perm oanent..

would like to - what would make more - the segquence first to look
for the overall period. So, this proposes 12 months uvnless - for good
cause more time is required. Discussion .

uestion to staff. if go beyond that period, what are nature of
those case where we are going longer than that!?

nly in general terms. | don't have the statistics immediately at hand,
but there certainly are numbers of cases that could extend beyond that.
They tend to be cases that are submitted by very large utilities that are
very comoplex that may regquire the assistance of external resources and
the time associated with bringing those resources ... in general those are
the types of cases in fact at one point in time | proposed to the
comom ission as it considered som e earlier version of this bill a
mechanism the court systemn uses wohich is a major case litigation

Page 33



w

W

w

w

w

hiteaker:

hiteaker:

om

om

om

a

a

a

n:

n

no

designation. The court's not obligated to process cases within a
timeframe but they oppose some timeframes upon themselves and they
do it by distinguishing between major case litigation and other litigation.

They fast-track one or the other

Ted, | realize you don't have any statistic in front of you, but could you
hazard a guess at how many cases per year might fall into that category
out of all the rate related filings that com e in?

Num bers that stick in my mind as to just how many of these kinds of
cases we get in a year would range anywhere from 5 to 7 on the low
end to L5 to 20 on the high end - revenvuve regquirement and rate design

type proceedings.

It used to be up to 24 a year ... they may be going down ... | suggest

they're going to go up again.

and with the telephone situation they may be going uvp again. The
question really is of that number how many are taking longer to process

than a year

That aren’'t related to what might be utility

Right, that wouldn't related to a wutility coming in and asking for a
change or revision or that sort of thing. A lot of the lengthy ones seem

to involve that sort of situation which might suggest a different process

reaction
I did an analysis of that and ... because it's so dated. But | did an
analysis again on an earlier version of this bill a long time ago. Aonod
the order of magnitude number | came uvp with was abouvt T5% o f

those cases were being processed in a year becauvse of very old number

and it was not a comopletely scientific analysis but it did - | wanted to
ball-park it for myself - about T5% of those cases are processed within
a year. 0 f the 25% that were over a year, | can’'t tell you whether it

was because the utility came in an made a major revision to the filing
wohich required extended periods of time or whether we needed ouvtside

consultants

You can ... how many cases a year in the last 3 years for example that

had ouvtside consultants on then



W ooman:
M oan
W oman:
M oan
Sokolov:
M oan

Over 3 years.

Looking at this - and | don't know which way this was thouvght of in
Ted's discussion - | think we tend to look - in general we tend to feei
that we have met the suspension date ifowoe've com e out on a

substantive revenue regquirement decision. But | think that's pretty
tenuvous., W ithout substantive revenue requirement decisions only comes
out with decisions that someone has to go take add, subtract, divide,
and come up with a percentage rate increase which is not - which the
utility doesn 't actually ever get to start collecting for another 2 months
sometimes depending uvupon how comoplex it is. I think probably that
I month later date could well be considered the date by - I mean that's
the action that you have to get done within a certain period of time.
I think would be fairly arguable and at that - given the length of time
to do those comoputations in the cases which are the ones you are
worried about, it really makes it even more difficult that the time

period’'s shortened.

Yoou 're still talking about that handful of cases too.

Yoes

But in addition we also have to give us perhaps a little leeway - what
if we have 2 or 3§ or 5 over the course - filed simultaneously and [|'nm

not sure that would qualify under the cauvuse because the commission
doesn'thave resovrces....Under normal procurement procedures..you
say ok with this one we need a consultant what is the normal period
between going to Juneau, jumoping throuvgh all the hoops, and actually
engaging the consultants so we can start - hop a plane and go the

to audit

Mor. Chairman if you asked me that gquestion day before yesterday, |
would have given you an answer that may have been comopletely wrong.
The game plan dis constantly evolving as a result r.f new procurement
tode and | found out yesterday that it is evolving even more. W oe're
going to he receiving a 12 point check list w hich will service as
tontracts and there are 2 more levels of review in the R FP process that
are being added to the procedure as a result of considerable amount
of concern on the part of procturement officers at the departmental

level, but there's not enovgh oversight of the process. I'm not sure |
know the answer to that guestion anymore. At one time | would have

said typical - normal circumstances - we c¢ould bring a contractor on
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W hiteaker:

Sokolov:

Kl
board in 90 days. That's what | uwused to quote. I don't think that's
possible anymore under normal contracting.

It's really interesting that | am hearing a lot of emophasis and comment
about the exception - | mean about the 5 cases in § years - or about
a handful more that don't dinvolve consultants that are just very
comoplicated and take a lot of time. Yet, when | think of something
that belongs in statute - and | may be totally off base - | think of

som ething that should be handling the norm and allowing for the
gxception wohich it seems as though this does just based [ the

discussion we've had here. In fact, | guess I'd like to hear some

discussion about what impact this proposed statute might have on the

norm . Right now we have a statute that has a 6 month suspension
period. It's an dinitial 6 month suspension period so - and which we've
interpreted | guess to mean that we can have however many additional
ones we woant And I don’t know whether that 6 month suspension

period needs anything any more because of that. And maybe Ted you

can tell m e that staff really strives to schedule a case and staffs
involvement in the case in such a manner that it gets cleared in 6
months. Or maybe you couvld say that given the resouvurces we don't do
that anymore. W e wuvsed to do that, but given resouvrces we really do
that anymore because we know we're not tied to that... Well it seem:s
to me if you put - if you change this statute and you put a new date
in, you run the risk of - that's truly dinfluencing the norm. I can see
where 12 months may result in all cases being set up on a tractk that
balances out so that they are comopleted within 12 months. W hereas
if right now the - if the 6 months means anything - right now there's
a 6 omonth track maybe will slow down. M aybe some things th staff
would like to do or the commission would Tike to do, but you know
staff really sort of drives these things. So maybe other things will be

able to be worked on in the 6 months doesn’'t mean so much anymore

I mean it's not 12 months. At the same time it scares me to no end
to think that someone might propose to put an 18 month, becauvse ['n
afraid that really will affect the norm - it will affect those 75% or more
of the cases that right now hopefully are on a 6 month track - 5 or 6
month track | should say.
Kathy, from what | hear you it's - if we have to do the regs ... you
need a little bit of leeway. I mean if you look at a rate case alone
on a stand alone basis - then you can squeeze it into L2 months, but
there's a little bit of leeway we overlap immediately. In the last 2 out
of 4 rate cases for telephone wvtilities, T U A and AT U, they went over

12 months.
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W hiteaker:

Man:

Man:

Man:

Man:

First of all AT U, I think would fall dir: the exception category for a
touple of reasons. One s - let me tell you what happened on AT U
there were a few different things happen - one didn't we have a

consultant on A T U ? 0 k so it's one of the 5 cases in the last 3 years.

Therewasaﬁweekhearing-ldon’tknow if we've had any 6 week
hearings except in certification proceedings. Plus the hearing was
delayed at... request of the staff and the utility which seem s to me also
imopacts justification for an extension period. And then as | recall, there
woere several things that were com peting for actually making the
decision. But | think the decision came itself..

That will always happen

That's right. But I think - I think ... was leaving then, we had a

tomm issioner who was on the case resign which meant we had to put

another panel member on who was responsible - who was just coming
back to work - who was responsible for looking at the entire case. I't
woas rather a special situvation. Even then we came extremely close to
initial - to dissuing the dinitial decision within 12m0nths‘ Instead we had

to go through the 2m0nth process that Jimmy's talking about to

complete the revenue requirement oowee came real close to doing it
in 12 months, yet there are all sorts of things which would have
provided - even under this statute - to get - to certainly be a case that
would fall under ... TUA/TUNIT had no business being here for all that
tim e . I mean for as many revisions as there were that's a case that
could have easily been ouvt the door - sent back to that utility and com e
back in as a new case. Im addition it involved a depreciation filing

wohich since then the commission has determined ought not to come in

with rate cases. ... ought to be in regulations somewhere.

Mor. Chair let me back this up just a second - just so | am fully with
the program . W hat we have now dis initial period of suspension of 6
months, renewable thereafter with no ceiling!

Yoes

ALl this wowuld do - what this would do is require a 6 month ceiling

no, absent good cause for extension, this would regquire a 6 month

cediling on interim determinations

And a 12 month cap if you will on full disposition absent good cause
for extension. ...



W hiteaker:

Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

Knowles:

W hiteaker:

Sokolov:

Only on the overall cap.

So as | hear what you're - | mean I've already heard some other
members suggest, | certainly agree, that the good cauvuse ought to be for
the exceptions - that's what it ought to be for. Il guess what | want to

know is what you're making a point about is what the record would

suggest the exceptional cases
I made that point but I'm also reacting to ... Peter saying - which
frightens m e - that maybe things are going to start taking 12 to 18

months on average.

I am not saying that at all.

That - when you put it in there it changes the standard. You can set
ultimates of internal... but it changes - the people who deal with this
com m ission have a right to know what the norm is and what they
could expect or should expect. And the faces and attitudes change.
Up to now we have no ceiling and we process most of the cases within
12 months. | agree in having a ceiling, but | also know if 2 out of 4

rate cases for telephone comopanies the last 2 are exceptions.

Ith;\Vik so.

So with all the things happening - ifyou want a cap, | would go for 18

months on a  cap and at the same tim e moayhbhe add som e other

incentives for us to process this stuff within 12 months.

You just voted downn simoplified rate making.

This applies to every utility we regulate. W e have to keep that in
moirid. I don't think we shouvld let it get totally ... this applies to
everybody ... we have to keep that in mind.

Il agree.

W hat's the best objection to . as | understand it that apparently there

is some receptivity to I8 even on the part of the industry

They don't Iike it b ut ..
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they want something.

I don 't know - is that true 6ordon!

I think that we are willing to consider 18 months as a possibility given
other sections of the bill but | would say at this point we've been
offered no section L and L8 months in section 2 - it is not much of an
offer.

You know there dis only - there's only one thing that | can think of that
would support an 18 m onths... rather than 12 months, and that's a fear
that the exception would become the rule. ... this comm ission to have

the benefit of not being a higher law if the exception becomes the rule.
I tell you if the exception is going to become the rule, then we ought
to be doing somoething else. W e either ouvught to be going to the
legislature and succeeding in getting resovrces or we need to change
the way we regulate because you cannot deal - you can’'t live with the

exception becoming the rule without information and filings becom ing

so outdated as. to not be wseful, without pancaking - having it become
I's there some consensus abouvt 12 months for the most part ...7
I'm not sure - | have a couple oi concerns about that because one

woe've already eliminated all non-revenue requirement rate design cases.
I think any of those that are on this sort of experimental fast-track we
have woould fall by the woayside. I'm not  sure that every fully

adjudicated revenue regquirement and rate design case doesn’'teventually

become that exception that you are talking about. Il guess 1'd like to
ask the attorneys a gquestion as to what the legal standard will be for
Uie good cause becavse | do not necessarily concur that it is ... any time

we have so many a year the costs sprouts up and we get to extend it.
I'm not saying that either.
Woell, I''d like to hear what the legal standard is for good cause because

I think it has some bearing on the discussion as what we are talking

about as far as exceptions versus norms.
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Woell it certainly is the dissue that will be the focus ... and Ilitigated
perhaps and M or. Jackson and | ... have some concerns regarding what
would qualify for good cause. Abnd I can not tell you right now what
would qualify for good cawuse in every ctase because it's going to turn
on the dindividuval case itself and the comoplexity involved in that case.
I can tell you that the covrts do not place administrative inconvenience
in the same category as say comoplexity in say an A T U case, an Alascon
case or the individual characteristics of the utility and what's before the
comm ission. And so | don'thave a list of what's going to qualify. That
is going to have to be based on what's filed before you, your expertise
in reviewding that, clearly the wuvtilities expectations - M r. Jackson and |
woere just talking about what happens if the wtility doesn’'t agree with
the c¢omm ission that this - that ... are good cause ... but the utility
doesn’'t agree the commission is going to have to make a greater

showing of why in fact good cavse does exist.

W e haven't had mucth problemn to getting an utility to agree to an

extension.

Noo. In my experience of the cases I've been involved in

related to the uwtility wanting to do something.
I don’'t think that really proves anything. W e've been asking for an
extension under which the current theory s that we have almost an
absolute right to extension and therefore they haven't had a good
bargaining position and their bargaining position will ¢change with the

legislation.

Il assumed that they were being cooperative and maybe that's a bad
assumoption on my part ... tend to have some faith that uvtilities aren’'t

out there just to somehow take advantage of the process.

My experience has been that the utilities a;e generally cooperative

unless

whenever you've got - let’'s look at the Alascom case, | mean that

had been around forever and at varying times the utility was more
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tooperative than at other times. But generally speaking we did agree
on extension of times duve to the comoplexity, duve to the extensive

discovery.

For good cause!

I think that whenever you have parties to an action asking for an
extension of time that translates as good cauvse unless the comm ission
decides otherwise and they would do that by denying the extension.
Because the parties had not presented you with reasons that amounted

to good cause.

W ohat's the ... like to the L2 months with good cause exception.

That the legal standard for us invoking the good cause exception is not

totally clear for starters and two | think it's a burden on the commission
for justifying the extension in a context which uvltimately will be found
legally acceptable to the courts. But T m just worried about the time
line. If you look at - I think it's realistic in a rate proceeding to allow
a .minimum of 60 to 90 days before the decision goes out. Given our
adjudicatory meeting cycle, given the review time, | think ifyou add to
that 30 days for reconsideration, if you add in the two months that
lim m y’'s saying, | think it's very easy - and this is a standard that's
accepted in court circles - for it to take 6 months for us after the
proceeding has ended to issue the decision. And I'm not sure that |

would feel that using normal procedures to conclude a case constitutes

good cause. That only leaves 6 months to do the substantive part of
processing the case. ljust don 't know why we would put ouvrselves in
this position. And I say that without in any manner disagreeing with
your administrative objectives becauvse | support them wholeheartedly.
But I don't know that that is the issue here. W hat we have is a

statutory constraint that is being proposed to us on every single utility

that we would handle a rate case for

statutory constraint that we wused to have. Didn 't we use to have 6
months - or was it always an dinitial 6 m onths!?
I think it has always been a - there has been several different

proposal to leave that
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| agree woith you that the norm al administrative process would
necessarily follow from the definition of good cauvse. And | agree with
you that there dis certainly risk dinvolved with good cause not being
clearly defined, however my experience with this commission s this

typically turned broad or undefined language to its advantage in its use

of its owwn statute in the past and I can’'t see why that would be
different in the future - until challenged. It also concterns me Susan
as | hear your main concern suggesting that the normal process is very

likely to go outside of 12 months, that this might be difficuolt to live with

I think that is true Kathy

| think we have a bigger problem in cases if other than a handful of
cases gets solved outside a 12 month processing, it's a much bigger
problem becauvse you're dealing with cases that involved financial figures
for the most part and once you cross somebody calendar fiscal year and
you get into another fiscal year | think you raise serious questions about
the applicability of that case, about the fairness of the whole process,
you open it up to more comoplication becauvse of repeated requests for

modifications which causes the case to grow even more and

talking about a handful of cases and the 6 months | am talking about
is post hearing. I think it is very conceivable - yes time will go on but
I''m not sure - a lot of your arguments - if we were holding the hearing
well dinto the last 6 months of a ... time frame, | think some of your
arguments Kathy as to staleness of data might very well be pertinent.
But I'm really saying that | think this cuts us too short in that handful
of cases that this bill already address - when there is a change in an
utility's revenue requirement or rate design. There aren't that many
cases that presently fall in that category if you consider the total body
of T A s that are filed before this commission. The resources the an

entity that makes a filing is able to bring into the process they are

they know they are planning to come in - we don"t necessarily know
we don't control how many come in simultaneously. ALl these things
have to be factored in to coming up with what | want to be a good

faith statutory c¢losure not a good faith or a beginning of exercising a
loophole - but a good faith statutory closure. And I think 18 months

is much more realistic and practical.

I don't know wohether it's realistic or not. I think statistic would

probably prove that a very large majority of commission cases are
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com pleted within 12 months even considering all the odds and ericl in
the case ... I'm afraid you put I8 months in here it will c¢change.
M oan I think
W oom an: And I don't know the fear is. I just don 't know what the fear is. I f

that's the way we operate and that's the way we feel we shouvld operate
and if we have an exception for good cauvuse and in good /faith wouldn't
go outside that period if it woasn't good cause anyway, | don 't
understand why we would risk the possibility of people who don't feel
the way we do - of cauvsing the norm to change to something that is

really disadvantageous.

Sokolov: I think there should be a maximumnm wohich 18 months would provide.
W hat is the fear ... on the regs for simoplifying rate cases and everything
else ... try to have the attorneys argue before a judge that some - that
good cause is the fact is the procurement of a consultant took 6
months.

W hiteaker: But Peter you can't set aside a rate case because you're working an

regulations.

Sokolov: I'm not setting aside ... you misunderstood me. I'm ntoosaying that |
woas setting aside the rate case, |I'm going over the rate case - | don't
woant to use resources in arguing what good cause is before every major

rate case.

0 'Tierney: Il have two questions that need answering. Liz, with regard to the good
cause ... did I hear you say that would ... be the utility ... that the

comm ission would not be

Hickson: I think that whenever you have the utility agreeing to an extension of
time ... that would then place you beyond the allowable period of time
that certainly adds - L m tan who's going to protest..

0 Tierney: That's my next question.

Hickson: I think that if the vtility - let’s just say - maybe a typical sitvation would
be staff wants to hire a consultant and you get a utility that figures well,

heck | don't want them to have a consultant, so I'm going to oppose
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any extension of time that may be necessary ... that doesn’'t mean that
good cause cannot be found by the commission becavse of that but it
would be a comoplication if the wvtility opposed. That does not add up

to that good cauvse cannot be

lguess what I'm asking is what you're saying is the extent that staff is
a party, staff would be the only - it's the only other option for making
for moving for a basic good cavse extension - it's not the utility. If it

is the wtility

W ho ctares.

well ok ... they could be the other m ovant..
Right. I''m think of a situation ... intervene also -and I'm not speaking
to the merits of this piece of legislation here, I''m just trying to give you
examoples of what might come up. For dinstance, let's say that you are
book up - the hearing calendar is booked up - which fortunately that's
not necessarily the situation right now . There have been times in the
last 2 1/2 years where we c¢ould not slip in one other hearing. I's that

sufficient for good cavuvse? Administrative inconvenience is the category

I would place that in. I don’'t know
sounds like administrative imopossibility
It may very well amount to imopossibility.

And something that has to be provided to the wtility for its own due

process. You can't do the case without the hearing.

I'f you're going to have the hearing. And that's why it's driven by the

initial complexity of the case involved.

But you owe the utility a hearing.

Unless you just approve it. | mean we are talking about the extensions,
woe're talking good cause moust be showan, we're talking about an
exception. Abn exception is going to be based on the complexity of
the case ditself. | think that's where you come into the handful of cases
you've discussed. But ifl might I have a couple of questions as to this
piece of legislation, and if you look under section ... of page 2 line 9
as well as line 14 the words requested rates are used. Now | realize
that owur existing statute on 1114 wses requested rate. It is unclear to

me what requested rate we're talking about. If we're talking about the
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interim requested rate 0r ifowoe're talking about the permanent
requested rate. The clarification that | believe you should inform the

legislature that needs to be clarified.

W hat we're talking about ... permanent rate.

Woell it says before an interim rate equal to the requested rate goes into

effect and not longer than I year before the permanent rate goes into

effect. If you look uvunder 2 requested rate goes into effect not longer
than ! year before permanent rate. | can tell you, based on experience,
it is unclear of the intent of this section. At least it dis unclear within

the Attorney General's 0ffice whether or not that means interim or

perm anent..

permanent.

Exactly, so that I'm saying you may understand it. As recently as
Auvgust of this year, it was unclear and therefore ifanyone is modifying,
amending, revising this section it would also be nice to take care of
this uncertainty. The other is a matter that Comm issioner W hiteaker

raised and that is whether or not you would tack on the 6 m onth

period to the 45 days contained in A S 40 .54 11, It is unclear and
therefore | would ask
Except the term is the suspension may last. You don't suspend until

you have taken that express action within the first 45 days correct!?

I think for clarity’s sake that you need to bring that to the attention of

the legislature.

Il don't guite understand what needs to be clarified Liz because a thing

walks in the door - | mean we have to affirmatively - | mean there's
no r.utomatic suspension status. So, |l guess I'm just not following what
the problem is there. Y ou have to take an action in order to get it in

a suspension mode, do you not?

Woell, reading the proposed legislation and reading 411 -1 mean it may

be c¢learer to some than to others and | think that there's nothing

worong in clarifying
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that was my next question. W as in fact itwould be whatever the cap
extension period is - say 12 or 18 or whatever or 50 - but actually you
would be plus 45 potentially becauvse you would have to make the
suspension take that action until you have 45 - you can do it earlier o

course - but

so it would be whatever the cap dis plus 45 thouvgh - potentially.

The statute specifically says that you are measuvring the suspension

period from the effective date that's referenced in the tariff filing.
0h, that's an dinteresting quirk.
So it a very precise - as | read it is very precise

So someone comes in and asks for it to be effective thenext day, the

suspension period then is effective

If that were to happen, we would

ask for a waiver though

because the effective date s

Thank you Ted ... means the 45 days is added on. ... effective date has

to be 45 days from when they filed.

So just so I'm clear, whatever the ctap - whatever the drop dead date
is it's going to be plus - that direction of time would be plus potentially

up to 45 days.

So there's that slight additional slack if you will in terms of the 12

month being tight concern.

No that doesn't address my 12 months. I mean the 12 months I'm
talking abovuvt is after we've gone to a T A meeting and - we don’'t sece
it o until 3 days before a T A meeting - our entire analytical process s
done within a T2 houvr period. That's really when for us anyway - the
decision makers - that's when the clock starts run. It's usually the T A
meeting closest to the end of the 45 ... So | guess | see suvch things as
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the post-hearing time and all that as being

were able to take that action on day | or day 45,

period activities is what I'm referring to.

I'm a little concerned also. |

for the permanent rate reference. I mean it says

done and make our decision ... I don’'t think it's

to say permanent rate enual to the requested rate be

the only possible wltima* , clarification that would g

says now

Commissioner W hiteaker the situation came uvp tha

indifferent as to

guess I wouldn't ask for any

any

whether we

The suspension

clarification
our reaction to it
advantage to us
tause to me that's

o beyond what it

toa utility, as you

know , may request an interim rate and may regquest a permanent rate.
Sometimes they request only one rate and that’s the permanent rate.
Abnd the question is what does the existing regquested new rate wohich
one does it go in when they request 2. And all I''m saying is that if the
goal dis to make the legislation as clear as possible so0 the public
understands what it's talking about, I'm telling you that | have talked

to 3 attorneys that don't understand that. Aonod

have as much expertise as members of the public in

a problem there.

At the risk of making you more angry
0h, I'm not angry. I''m  just saying that there's jus
understanding

confusion with respect the interim rate equal the

not understand the confusion, and would prefer not
clarification of the later part of the sentence which
that which was and not longer than | year before
goes into effect I don't think that's related to
directly tied to the requested rate - L would just assu
directly tied to the requested rate.

I just need an adjective for regquested rate.

it relates to the first part of the sentence
W hich requested rate when two are requested.
M aybe also this relates to the issue of rate desig
automatic interim stage. Generally people tend to ask

of a percentage in order to keep themselves whole in

they may or may not

general there's

t a problem with

equest rate. | do

to ...oany further

you dincluded in
a permanent rate
right now it's not

moe that it not be

noochanges at the
interims in terms

terms of revenue
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hiteaker:
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w

hiteaker:

Sokolov:

Knowles:

Woell, let's

go back to where

M oay | say Ldon 't have the benefit - if it is a benefit - of a real sense
of how Tong - what normalcy dis in terms of processing time. And |
it sounds to me what I'm hearing is that's a critical fact to me. I't
sounds like what I''m hearing is 12 months is probably about right* but
for those cases that are monsters and they take longer, is that ctorrect
so far?

I disagreece woith . Kathleen is that if you put 18 months we

automatically get sloppy

didn't say

Then what

I didn't say

thinking

risk is

com m ission

that Peter.

did you say?

that we would automatically get sloppy, | said - ! suggested
risk that being the overriding factor
that it would take longer for cases to go through this

than in the past

policy to have statutoiy language that provides -that in general
procurement - the possibility that som e uwtility ... demand the 12
months limit to avoid perhaps us going to consultants. I think that

administrat

ively we have to keep administratively we have to strive to

"eep the rate cases going as fast as we can. Not at 2 months ... as
woe possibly can. But to have this imoposition of 2 months that may
increase litigation with the utilities - dis just extra work.

I think also what you might find is if on average they would conclude

woithin 12 m

a lot of t

guessing.

onths, you'd probably find a bell curve - that is to say that
hem woould be in the 10 to 14 month period. I'm just
So, therefore | think it puts a slightly different cast on it ..
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understand and that's only the first line of inguiry for me because

I don’'t know whether it makes sense to dinstitutionalize necessarily by

statute what we have been doing. M aybe what we have been doing is
way too damn slow. I just don't have a handle on that. That's part
of the difficulty that | have. I don't know, maybe that's a biding

difficulty for anyone in terms of trying to actually m ake a determination

about are we sufficiently timely or are we not.

W e have one rate case pending versus 10 you're going to find your

definition of timely will probably vary accordingly.

Il would support the status gquo

Il don'thear anyone ... 1 think you're taking it to an illogical conclusion
under that. Il understand what you're saying. It seems to me no one
is arguing against a straightjacket of some sort and | can't figure out
where the - where's the line ... and | can understand why institution

would have some concern about too tight a straightjacket and that's not

an  illegitimate concern. 0 n the other hand | would not want to
institutionalize what's a tardy process to begin with. W here does that
leave m e! I don 't think M1 know wuntil I vote which I'nm prepared to
do if someone would offer a motion but | don’'t think I'm the best
person to do it becawuvse | would frankly only be doing it to move the
process. I''m getting tired frankly of - | mean we're giving this a - |

think a very solid and deserving review but this is

I mean if someone wants to offer something

I offer a motion

Let’'s take a vote.

And your best shot support of that is w hat..

And along with that my best shot is to keep it ... processing rate cases
here and not to have more priorities ... otherwise we'd have to go to
tourt and this kind of thing. I mean we have to
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W ohiteaker:
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0 Tierney:

Sokolov:

The most difficult cases we have - the longest hearing periods a
comm issioner panel member gltting before the decision, we almost

made 12 months.

It's clear the question is is 12 months normal or not in terms of some

distribution and is that an acceptable number. And | don’'t have a very
good feel for it I get the sense that there are exceptions and our
number of cases that could be comoplicated in any given question - what
is good cause ... getting in to that debate ... how likely is that to com e

up and how stable do you feel and where you feel you're going to

tom e out. W ith that my dinclination is to take

let's not suggest that the norm is 12 months and have the influence
the decision we are making becauvse the norm is something somewhat
less than L2 months so we're - I feel like a character of this is moving
that the norm is 2 months and therefore there is not a great deal of
being on the edge of administrative problem s as a result of that when

in fact the norm is probably more in the 6 to 9 month range or the "8

to 10 month range. It doesn't approach 12 months. So let's not
suggest the norm s

I think considering most of ouvr bills are small ones ... shall we ‘"ake a
vote.

e s

e s

0.

0

e s

mogetting sluggish o fm ind - the interimitems ...owhatis before Us...
when a utilitycomes before Us we have 45 days to do a ..dnterim

and we enact an interinm
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court cases on interim

rate increases.

W hat is here before us is that after 6 months an interim would go into

effect equal to what the wtility requests - so not based on a probable
success standard but ... the uwtility regquests.

So, in this is in some respects duplicative, isn't it!? W e already do - if
woe make a cut at 45 ... 05 that

It is duplicative except with the probable suvcecess ... we may determine
tertain issues ... that we feel the wtility would not prevail ... success.

Those issvues would have a revenue requirement associated with it and

after 6 months that would be added to the interim

potential

've had some regquests

Given whatever this case load is, how could this be - how could this not
be violative - if the case law has spawned a standard that we m ight..
There is nothing in ovur statute yet that requires us to do this. The
statute is silent so therefore we are governed by case law. I assume

if the statute were passed it would preempt..

The case law establishes a standard which we vse to limit the amount
wohich we give the uwtility below what they ask for. ... sort of the only
way that works ... standard we have to apply but it doesn't say that we
touldn't grant them more liberal

Basically the court reqguires that woe not place the utility in a

comopensatory position ar.d that's based on findings that come before

the comm ission. That doesn’'t mean that you can't give them more.

That's the minimum

It truly is.
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The thing that Liz raised earlier here comes in. The wtility comes in
and asks for [5% interim and 30 % permanent and we give them 10%
interim after this period of time does it go - after whatever this period
of time s - does it jumop uvp to 15% or does it jumop up to 30 % 7

Ve always interpreted this as the ... you've introduced a wrinkle that
frankly had not crossed my mind before you spoke of it. I assume
| 'voe been assum ing that it was the objective when section 2w oas
originally passed and it was the objective of section ... | don’'tconsider

them discussed.

The existent language in paragraph 2 already sets vp a standard for 150

day standard for dinterim if you're not one of the big boys. I don 't
know ho is the greater than 3 million Jis. I's that just a handful.

It's more than a handful. I couldn’t tell you - list themn by name
althouvugh the annuval reports ... look at

M oore than half.

W hy wouldn’'t we have something similar for those greater than 3

moillion as for those

our opinion on the other provisions

don't have the benefit of that - don't have a clue

run the risk of an wunfair rate going dinto effect before you get a
tchange to do what may be a fairly comoplicated proceeding. I mean
woith the smaller utilities there's a real good likelihood that the whole
case will be comopleted - and wvsvally is - ivithin the time frame. So that
this is no big threat to the public | don't think to have a rate go into

effect that the uvtilities requested without any review by the commission.
W hereas with this other - as people have voted here you're talking
abowut an L8 month process to get permanent rate determination. Well,
if within 6 months they get what they asked for, you potentially have
the public with a bad rate for a year which | think would be very hard

to support.
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I have the impression that we've tried to explain our procedures that

people - legislatures who have read this were not aware that within the
first 45 days there s typically an interin agreement. Woell, at least
some do not make that association. So that this | think in some minds

has been perceived as the c¢lock's rolling, you're not getting any money

here's a protection. But we must review in the context of what we
know dis the way we operate which is generally an dinterim ... if there's

any showing that it's a reasonable request.

How does this work now with those less than & million? Do we apply

the case law spawmned 45 day

W e do that and then we also do the second step.

W e treat these 150 days as we presently treat the initial 6 month

suspension period. We try our damdest to get the case done.

Aonod that's what makes the 6 months on the interinm S0 unrealistic.
Becawuse what it does is it creates almost a perceived ... to get through
the analysis of the case so that this section doesn't get invoked or
become operative which given the concerns on how long it takes the
tase. At a minimum you'd have to change it to 12 months which, you
know , that's another way of approaching it, you c¢an say ifyou change
this to 12 months, it gives the comm ission an incentive to try to get the
case done in L2 moonths... gives them outside of the 8. That may be

one way of taking care of some of my concerns.

I'm not uncomfortable with that.

It really creates an incentive becauvse you'd have the permanent request

going into effect on an dinterim basis. And it's in nobody’s best

ls that a motion K athy!

Yes, | move that

Seconded.

And this be clarified to be the requested permanent rate.
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Il just want to make sure

Are you suggesting 12 months in I and 2 or just in 2 or just in !

12 months before the interim rate equal to the requested permanent
requested rate goes into effect and not longer than 18 months before

a permanent rate goes into effec¢? - on number I.

Far be it from me to object to that. Lot's take a vote.

Unanimous consent.

Any reconsideration on the 18 rather than the 127 You said some of

your concerns

The motion right now is based on the prior commission vote. The
motion is let it read 12 months before an interim rate equal the
permanent requested rate goes into effect and not longer than 18
months before a permanent rate goes into effect. A 1 see it that s

the motion becauvse we already passed the other.

reconsideration ... would have to be someone who voted in favor of

nothat case she

whatever the motion that you'd like to reconsider. S

wouldn't have the capacity to
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3/ 11/
FISCAL NOTE ce

REQUEST,; -

Revision Date: ——--- Conmerce Economic Oev.
Till.; Local exchange telephone nntt-  APiJC —_—

utilities/tariff filings “ —
Sponsor : Boucher rnmpv”~w. Operations

Requestor:  house.-lib.Qg- & Commerce
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY %4 FY 95 FY 9%
PERSONAL SERVICES 132.8 132.8 13].] 132.8 13%.@ 1132.8
TRAVEL 2.5 2.5 , JL5
CONTRACTUAL
SUPPLES
EQUIPMENT 5.4
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 140.7 135.3 135.3 135.3 ,Us5,,3  135,3

CAPITAL

C J REVENUE
GENERAL FUND 140.7 135.3 135.3 135.3 135.3 135.3
FEDERAL FUNDS
OTHER
TOTAL
POSITIONS;
FULL-tiME 3.0 3.0 3.0 3.0 3.0 3.0
PART-TIME -
TEMPORARY
ANALYSIS : (Attacha sgarate page ifnecessary)
SEE ATTACHED

Preparedby:  T.S. Monlnski 11. Executive Dirpetrr Phono: 276-6222
Division: Alaska Public Utilities Commission Date: 3/12/90
Approvedby Commissioner:  Larry Merculieff Oats:z "S/z~/f0
AgeRsy: Department of Commerce & Economic Development.
Distribution (by preparer):

Legislative Finance

legislative Sponsor

Requestor

Office of Management and Budget
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CSHB 168 (L&C)
HOUSE* 3/13/90

ANALYSIS - CSHB 168 (L&C)
LOCAL EXCHANGE PHONE UTHITIES/TAFIFF FILINGS

The committri .substitute for HB 168 has substantially reduced the APUC &
original estimate of fiscal impact. However, a review ofboth Sections 1 and 2 of
CSHB 168 (L&C) reveal that some level of augmented resources will still be
necessary if this bill is enacted. Section 1 contributes to this impact in the
creation of a new rate review procedure for telephone utilities. While a
simplified filing may require less analysis than a traditional rate case, these
filingswill be made with much greater frequency and are likely to be utilized by
a significant number of regulated telephone utilities. The combination of this
effect will contribute to a positive fiscal impact.

Although Section 2 of the bill now provides for the exercise of commission
discretion in extending the processing time for cases based on '"good cause,™ the
obvious intent of this section is that the commission should improve its
turnaround time for tariffreview and decision making. Although it is difficult
to quantify, it is clearly necessary to enhance the level of staff resources
available to achieve the intent of this provision.

The APUC estimates that the combined impact as noted above will result in the
need to add three positions to its authorized staffing. Proposed additions
include a Utility Finance Analyst 13, a Utility Tariff Analyst IlI, and an
Administrative Support Technician IIL

6437D-2/31290c
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POSITSON TITLE
Administrative Support Technician 111
TYPE OF POSITION STAFF MONTHS RP NUMBER PCN NUMBER
CONTINUATION LEVEL
TYPE OF EXPENDITURE

PERSONAL SERVICES

Benefits
Supplemental Benefits
Flxed Benefits

TOTAL PERSONAL SERVICES

Travel
Contractual
Commodities
Equipment
Other
RECEIPT CODE FUNDINC SOURCE
Federal Receipts 1002
G.F. Hatch
General Funds
I-A Receipts
Program Receipts 1028
Other
agency
REQUEST FOR
HEM POSITION
8167M iwm. Operations

01-1137(7/80)-1S

TtANCE/STEP PACE/LINE

LOCATION ELECTION DISTRICT

Anchorage

BRU PRIORITY

In 0i"&S1to process the simplified rate filing for tele-
phorunties created by this bill and to comply with
the 3>:;ent of this legislation for the Commission to
Improve the timeliness of tariff processing and decision-
making, it is necessary to augment the Commission®s sup-
port staff with a new Administrative Support Technician
11 (AST 111).

Enactment of CSHB 168 will Impact the need for support
services agency-wide. As such, the Commission proposes
the addition of an AST 111 to its centralized "pool"™ of
support staff. In this configuration, the added resource
can be dispatched to any section which is adversely Im-
pacted by implementation of the telephone simplified rate
Ffilings or the compression created by the bill"s imposi-
tion of more stringent processing deadlines.

Unlike the request for new Tariff section staff, this
element of the fiscal note Is unaffected by the Commis-
sion®"s FY 91 budget submission or amendment. IF CSHB 168
becomes law, the addition of an AST IIl is essential to
the Commission®s ability to comply with the new require-
ments.

Commerce & Economic Dev

Alaska Public Utilities Comm

APPROV  CISAPP

3ISNOH
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POSITION TITLE

Utility Financial Analyst Il1____._
TYPE OF POSITION STAFF MONTHS RP NUMBER
12_.... .
CONTINUATION LEVEL 1 i ADDITION |

TYPE OF EXPENDITURE

1 2
PERSONAL SERVICES
Salary 40.032
Benefits 13.680
Supplemental Benefits
Fixed Benefits
TOTAL PERSONAL SERVICES 01
Travel 02
Contractual 03
Commodities Oh
Equipment 05
Other
TOTAL COST
FUNOINC SOURCE
Federal Receipts 1002
G.F. Hatch
Funds
1005
Program Receipts 1028
Other
AGENCY
request for
NEW POSITION
8167M-3
COHPONENT

01-1137(7/88)-13

PCN NUVMBER

AMOUNT

53.712
2.500

1.800

58.012

RANCE/STEP BARG. UNIT PAGE/LINE APPROV. DISAPP
19A S C I

BRU PRIORITY LOCATION ELECTION DISTRICT LEG

JUSTIFICATION:

In order to process the simplified rate filings for tele-
phone utilities created by this bill and to comply with
the intent of this legislation for the Commission to
improve the timeliness of tariff processing and decision-
making, it is necessary to augment the Finance Section
staff with a new Utility Financial Analyst 11 (UFA ID).

provide specialized analytical services
for the larger telephone utilities that will be eligible
to participate In the simplified filing procedures imple-
mented by this bill"s enactment and subsequent Commission
regulations. The Finance staff will also need this addi-
tional resource as it attempts to comply with the bill"s

This position will

Unlike the request for a Tariff Analyst, this element of
the fiscal note is unaffected by the Commission®s FY 91
budget submission and amendment. If CSH8 168 becomes law,
the addition of a UFA 1l is essential to the Commission®s
ability to comply with the new requirements.

Commerce & Economic Dev.

Alaska Public Utilities Comm.

Operations
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POSITION TITLE

utllity Tarjffm ziistLl1

TYPE OF POSITION STAFF MONTHS RP NUMBER
CONTINUATION LEVEL
TYPE OF EXPENDITURE
PERSONAL SERVICES

Benefits

Sugglewental Benefits

Fixed Benefits

TOTAL PERSONAL SERVICES

Travel

Contractual

Commodities

Equipment

Other

RECEIPT CODE FUNDINC SOURCE
Federal Receipts 1002
G.F. Hatch
Ceneral Funds
1-A Receipts
Program Receipts 1028
Other
agency
REQUEST FOR
HEN POSITION
8167M-5 COMPONENT

01-1137(7/8B)~<3

PCN NUMBER

PACE/LINE

BRU PRIORITY LOCATION ELECTION DISTRICT

———————————— 1Anchorage
JUSTIFICATION:

In order to process the simplified rate filings for tele-
phone utilities created by this bill and to comply with
the intent of this legislation for the Commission to
improve the timeliness of tariff processing and decision-
making, It is necessary to augment the Tariff Section
staff with a new Utility Tariff Analyst 11 (UTA I1).

This position will provide general analytical services for
all new tariffs filed under the simplified procedures to
be implemented via the bill"s enactment and subsequent
Commission regulations. This position will also assist
existing staff in its efforts to comply with the bill"s
new and more stringent processing deadlines.

It should be noted that the Commission has submitted a
budget amendment for FY 91 which, if approved, would allow
the Commission to reallocate funds internally for the
purpose of creating a new UTA Il. While the primary
justification for this request is the impact of major
Interexchange telecommunications decisions, the budget
amendment and this fiscal note could be evaluated together
and might result in a request which was less than the two
FTE positions that would result if considered separately.

Commerce & Economic Dev

Alaska Public Utilities Comm

Operations
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HOUSE BILL NO. 169 [BUSINESS INCENTIVE TRAINING PROGRAM]
"An Act establishing the business incentive training program.1

RECOMMENDATIONS: /> C. \\sTU 71C\ the same title
pQ be replaced with YWS 1to ( a new title
[ 1 have attached amendment(s)
"p><* do pass
[ 1 do not pass
[ 1 no recommendation
[ ] individual recommendations
[ 1 additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
t 1 Tiscal impact [ ] fiscal note(s)
[ ] zero fiscal note [ 1 zero fiscal note(s) .
[ 1 =zero with analysis_ zero fn/analysis

SIGNING DO PASS: SIGNING:
(Check approp. column)
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FISCAL NOTE

Revision Date: Agency Affected:Community & Regional Affairs
Title :HB 169 Establishing a 3usiness 3£U .Job Training Partnership Act

Incentive Training Program

Sponsor: Ellis rnmpononre-Governor®s Training. Trainine
Requestor: and F.onprgy Field 0 ffic e mmmmm———

REQUEST

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING; (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page ifnecessary)

The attached analysis is a Departmental budget developed assuming passage of
an appropriation under HB 170.

Preparedby: Mark Mickelson, Deputy Director 465-4890
Division ; Rural Development Division S T 8 - yvV
Approved by Commissioner: f fa » Date: mz/wA

Agency: Community and Regional Aff!

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office ofManagement and Budget
Impacted Agency(ies)



State of Alaska 1989 - 16th Legislature
First Session
Fiscal Note Analysis

Title: A Business lIncentive
Training Program

Assumptions Funds will be passed through the Department of
Community and Regional Affairs with oversight provided by the
Alaska State Job Training Coordinating Council. The 1intent of
this bill would also provide for a proportionate pass through
of grant funds to the established Service Delivery Areas (the
administrative/granting entities established under the Job
Training Partnership Act.) <One of the three established SDA"s
within the State, the Statewide SDA, 1is also organized and
functional within the Rural Development Division, Department of
Communtity and Regional Affairs. This analysis therefore
reflects both of these functions within this Dejpartment.

Presently there are no State general funds available 1in the

JTPA BRU. Federal JTPA funds are dedicated to the
administration of JTPA programs and cannot be wused for the
administration of State funded jJob training programs. Certain

prudent and minimal administrative effort must be made to
assure that the funds are expended appropriately by the service
agencies.

Program Summary At the State office (JTPO) level, the
requested administrative funds will be used to provide contract
and grant administration necessary to assure the funds are

expended appropriately. Oversight and monitoring, both
on-sight and at desk will be provided. Participants will be
tracked and accounted for through modification to the JTPA
Participant Management Information System. Technical

assistance will be provided to service providing agencies.
General program administration including generation of required
fiscal and participant reports will be provided.

At the Service Delivery Area level 85% of funds will be
directly granted to eligible training projects. The minimal
administrative support requested is necessary to initiate
program implementation which would include the planning and
design work, outreach and promotion, the solicitation process,
grant negotiation and writing, grant monitoring, technical
assistance and oversight, participant outreach and recruitment,
financial accountability, staff training, and program
assessment and evaluation. Program services and administration
will be integrated into the existing SDA administrative
structure, which utilizes five field offices, a small central
support office and support for a Private Industry Council.

page 2 of 3



Positions No new positions are requested at this time. Funds
are requested however to provide for proportional level of
support of existing staff who would be assigned administrative
duties under this program. This would include staff in both the
Governors Training Component (the JTPO) and the Training Energy
Field Office Component (SDA).

Other Expenditures Modification of the existing JTPA
Participant Management Information System will be needed to
track and account for program participants. Estimated one-time
cost 1is $4,500. Travel for the Statewide SDA will require an
estimated $5,000 in consideration of the cost of rural travel.
Other contractual costs will include fiscal support costs at
approximately $2,000; program marketing and promotion at $1,000;
data base maintenance at $1,500 per year with the equipment
maintenance agreement, phone, copier, and printing representing
the balance of other planned expenditures.

Proposed Budget The following is a breakout of the Department”s
proposed budget for FY 90 and FY 91:

EXPENDITURES/REVENUES: Thousands of Do]Liars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL

SERVICES 7.6 10.5

TRAVEL 5.0 6.0

CONTRACTUAL 9.5 5.6

SUPPLIES -0- -0-

EQUIPMENT -0- -0-

LAND AND

STRUCTURES -0- -0-

GRANTS,

CLAIMS 277.9 277.9

MISCELLANEOUS -0- -0-

TOTAL

OPERATING -0- 300.0 300.0 -P- -0- -0-

page 3 of 3



6-0547E

Original sponsors: Ellis, Boyer,
M_.Davis, et al.

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 169 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing the business incentive training
program."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.47 is amended by adding new sections to read:
ARTICLE 12A. BUSINESS INCENTIVE TRAINING PROGRAM.

Sec. 44.47.750. BUSINESS INCENTIVE TRAINING PROGRAM ESTABLISHED,
() There 1is established in the department the business 1incentive
training progranm. The 1incentive program shall be administered as a
supplement to the Job Training Partnership Act(P. L. No. 97-300).

(b) The purpose of the incentive program is to encourage private
industry to provide new job opportunities by offering assistance in
training the new workforce and 1in retraining existing employees to
implement new technologies.

Sec. 44.47.752. ADMINISTRATION, (@) The state Job Training
Coordinating Council established under 29 U.S.C 1532 shall oversee the
incentive program. The service delivery areas established under 29
U.S.C. 1511 and subject to redesignation under 29 U.S.C. 1515 shall be
used 1in the administration of the incentive program. The private
industry councils appointed under 29 U.S.C. 1512 and subject to recon-—
stitution under 29 U.S.C. 1515 shall serve as the private industry
councils for the incentive program.

®) The coordinating council shall divide appropriations for th
incentive program equally among the private industry councils. If a
private industry cpuncil Jlacks sufficient money to fund a proposal,

CSHB 169 (Fin)



the private industry council may apply tc .he coordinating council for
additional funding. The coordinating council may approve reallocation
of money from one service delivery area to another to fund a parti—
cular proposal if it finds that the reallocation will best serve the
purposes of the program.

(©) The coordinating council “hall adopt regulations under the
Administrative Procedure Act (AS 44.62) to implement AS 44.47.750 -
44 47 _772.

Sec. 44.47.754. BUSINESS INCENTIVE TRAINING PLAN. (@ A pri-—
vate 1industry council shall adopt a business 1incentive training plan
for the service delivery area. The plan must extend for two years to
coincide with the term for the Job Training Partnership Act (P.L.
97-300) and must contain

(€)) identification of the entity or entities that will
administer the incentive program and be the grant recipient for grants
from the state;

(2) a description of the services to be provided, 1including
the estimated duration of service and the estimated training cost per
participant;

(3) procedures for identifying and selecting participants;

(4) performance goals established in accordance with stan—
dards under AS 44_.47.766;

(5) procedures for awarding grants to businesses; and

(6) the budget for two program years and any proposed
expenditures for the succeeding two program years, 1in as much detail
as required by the grant administrator designated under AS 44.47.758.

) IT changes 1in labor market conditions, funding, or
factors require substantial deviation from an approved business incen—

tive training plan, the private industry council and the appropriate

CSHB 169(Fin)



elected municipal official or officials shall submit a modification of
the plan and the budget for review under AS 44.47.756.

Sec. 44.47.756. REVIEW AND APPROVAL OF BUSINESS INCENTIVE TRAIN—
ING PLAN. The business incentive training plan shall be published and
made available for review and comment as an attachment to the job
training plan as set out in 29 U.S.C. 1515. The business 1incentive
training plan is subject to review and approval by the governor.

Sec. 44_.47.758. BUSINESS [INCENTIVE TRAINING GRANTS. (@) Each
private 1industry council shall designate an administrative entity to
be the grant recipient and administrator for the region. An employer
may apply to the grant administrator for a business 1incentive grant if
the employer 1is a private for-profit or nonprofit corporation, part—
nership or sole proprietor business. The grant administrator shall
review applications and award grants.

(b) Each grant administrator 1is responsible for the allocation
of funds and the eligibility of those enrolled 1in its programs. The
grant administrator 1is vresponsible for taking action against Iits
subcontractors, subgrantees, and other recipients to eliminate abuses
in the programs they are carrying out, and to prevent misuse of funds.
If the arrangement 1is 1included in an approved job training plan, a
grant administrator may delegate the responsibility for determining
eligibility wunder reasonable safeguards, including provisions for
reimbursement of costs 1incurred because of erroneous determinations
made with insufficient care.

(c) A business incentive training grant shall be used to recruit
and train eligible employees for newly created permanent or permanent
seasonal positions or to enable existing employees to acquire the
skills necessary to qualify the employee to implement new technolo—
gies. A business incentive training grant may be used for occupations

CSHB 169 (Fin)



for which t"iere is a demand in the area served or in another area to
which the participant is willing to relocate and for emerging tech-—
nologies 1in the state. In selecting recruiting and training programs,

the private industry councils and the grant administrators may con-—
sider whether the occupation in which recruiting or training is sought
is in a sector of the economy that has a high potential for sustained

demand or growth.

(@) Only individuals eligible under the business 1incenti\
training plan and residing in the service delivery area may be partic—
ipants in employment and training activities funded under the business
incentive training program. To be eligible for training or education
services under AS 44_47.750 - 44_.47.772, immediately before beginning
training or education under the program a person shall

(1) have been unemployed and
(A) receiving unemployment insurance benefits; or
(B) have exhausted the right to unemployment insurance
benefits within the past three years;
(2) be liable to be displaced from work within the next six
months because of
(A) reductions in overall employment within the busi—
ness;
(B) elimination of the person®s current job; or
(C) a change in the conditions of the employee®s job
requiring that, to remain employed, the employee must have sub—
stantially different skills that the employee does not now pos—
sess; or
(3) have worked 1in a position covered by AS 23.20 at any
time during the last three years and be ineligible for unemployment
insurance benefits because the person

CSHB 169(Fin) -4-



(A) was working 1in a seasonal, temporary, part-time,
or other marginal employment;

(B) has insufficient qualifying wages because of
limited job opportunities; or

© is employed, but, because the person is underem—
ployed, the person needs employment assistance and training to
obtain full employment.

(e) Payments to employers for on-the-job training of partici—
pants who experience multiple barriers to employment or are eligible
under the Job Training Partnership Act (P.L. 97-300) may not average
more than 80 percent of the wages paid by the employer to the partici—
pant. Payments to employers for on-the-job training of other partic—
ipants may not average more than 50 percent of the wages paid by the
employer to participants. The payments shall be considered to be 1in
compensation for the extraordinary costs associated with training
employees for new positions and the lower productivity of the partici—
pants .

(f) A grant made under the business incentive training program
may not be used tc <=(plicate facilities or services available in the
area from federal, state, ol local sources unless the business incen—
tive training plan establishes that services or facilities under the
program would be more effective or more likely to achieve performance
goals.

(9 A fee may not be charged for placing an individual 1in or
referring an individual to a training program under AS 44.47.750 -

44 47 .772.

(h) A business incentive training grant may not be awarded to a
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training shall fulfill the obligation to offer a successful partici—
pant 1in the business incentive training program a position or pro—
motion. as applicable. A participant is considered successful if the
participant satisfactorily completes the training program in which the
participant was enrolled.

Sec. 44.47.760. COMPENSATION FOR PARTICIPANTS. (a) A trainee
may not receive a payment for training activities in which the trainee
fails to participate.

() An individual in on-the-job training shall be compensated by
the employer at the same rates, 1including periodic 1increases, as
similarly situated employees or trainees and in accordance with appli—
cable law. However, an individual may not be paid less than the state
minimum wage under AS 23.10.065 whether or not the 1individual 1is
exempt under AS 23.10.055 or 23.10.070.

(¢) An individual employed in activities authorized under the
business incentive training program other than on-the-job training
shall be paid wages that are not less than the highest of

(1) the state minimum wage under AS 23.10.065;

(2) the prevailing rate of pay for individuals employed in
similar occupations by the same employer; or

3) the prevail-ng rate of wages wunder AS 36.05 or 40
U.s.C. 276a - 276a-5, 1if applicable.

(d Allowances, earnings, and payments to individuals partic—
ipating in programs under the business incentive training program may
not be considered as 1income 1in determining eligibility for and the
amount of 1income transfer and 1in-kind aid furnished under a state

program based on need, other than programs under the Social Security

(e) Conditions of employment and training must be appropriate

CSHB 169 (Fin)



and reasonable 1in light of factors including the type of work, geo—
graphical region, and proficiency of the participant.

(f) An individual employed in a subsidized job under the busi—
ness incentive training program shall be provided benefits and working
conditions at the same level and to the same extent as other employees
working a similar length of time and doing the same type of work.

()] Money from a grant under the business 1incentive training
program may not be used for contributions on behalf of a participant
to retirement systems or plans.

Sec. 44,47 .762. REPORTING AND RECORDKEEPING. (a) A grant
administrator shall maintain records of each participant®s enrollment
in a business incentive training program in sufficient detail to
demonstrate compliance with AS 44_47.750 - 44_47.772.

(b) The coordinating council shall adopt regulations concerning
retention of records.

(c) The coordinating council shall report annually to the legis—
lature concerning the incentive program no later than February 1.

Sec. 44.47.764. ALLOWABLE COSTS. (a) Tobe allowable, a cost
must be necessary and reasonable for proper and efficient adminis—
tration of the program. The following costs are not allowable:

(1) costs resulting from violations of or failure to comply
with federal, state, or local laws and regulations;

(2) entertainment costs; and

3) insurance policies offering protection against debts

established by the federal government.

(b) Personal liability insurance for members of theprivate
industrv council is an allowable cost*.
Sec. 44.47.766. PERFORMANCE STANDARDS. (@) The basic measure

of performance for training programs under AS 44_.47_.750 - 44.47.772 is

-7- - CSHB 169 (Fin)



the 1increase 1in jcbs in the area and in employment and earnings for
participants resulting from participation in the program. In order to
determine whether these standards are achieved, the governor shall
adopt standards based on appropriate factors.

(b) The governor shall provide technical assistance to programs
that do not meet performance criteria. IT a program fails to meet
performance standards for two consecutive years, the governor shall
withdraw unencumbered funds from the program.

(c) An interested party who 1is harmed by a change made under
this section is entitled to a hearing under the Administrative Proce—
dure Act (AS 44.62).

Sec. 44.47.768. LIMITATION ON CERTAIN COSTS. No more than 15
percent of the money available to a service delivery area for a fiscal
year may be expended for the cost of administration. For purposes of
this section, costs of program support, including counseling, that are
directly related to the provision of education or training to partici—
pants may not be counted as part of the cost of administration.

Sec. 44.47.770. SELECTION OF SERVICE PROVIDERS. (a) The pri—
mary consideration in selecting agenc"as or organizations to deliver
services within a service delivery area is the effectiveness of the
agency or organization 1in delivering comparable or related services
based on demonstrated performance, 1in terms of the Jlikelihood of
meeting performance goals, cost, quality of training, and characteris—
tics of participants. In complying with this subsection, proper
consideration shall be given to community-based organizations as
service providers.

(b) Appropriate education agencies 1in the service delivery area

shall be given the opportunity to provide educational services, unless



organizations would be more effective or would have greater potential
to enhance the participants “continued occupational and career growth.
(©) The grant administrator may not fund an occupational skil
training program unless the level of skills provided in the program is
in accordance with guidelines established by the private 1industry
council.
Sec. 44_47.772. DEFINITIONS. In AS 44_.47_.750 - 44_47.772
(€)) "coordinating council™ means the state Job Training
Coordinating Council established under 29 U.S.C. 1532;
(2) "incentive program™ means the business incentive train—
ing program established under AS 44.47.750;
3) "participant™ means an individual receiving education

or training, 1including on-the-job training, under an incentive program

grant.



OFFERED IN THE HOUSE

TO: HB 169

Page 1, lines 18 - 109:
Delete "qualify for promotions to positions
and offering better compensation”

Insert "implement new technologies”

Page 3, line 29:
Delete "for a promotion"

Insert "to implement new technologies™

Page 4, line 12, after "program.'":
Insert the following:

"To be eligible for training or education

BY ELLIS

requiring improved skills

services under AS 44_47 .-

750 - 44.47.772, immediately before beginning training or education

under the program a person must
(1) have been unemployed and

(A) receiving unemployment

insurance benefits; or

(B) have exhausted the right to unemployment insurance

benefits within the past three years;

(2) be liable to be displaced from work within the next six

months because of

(A) reductions in overall

employment within the

3/21/89



business;

(B) elimination of the person®s current job; or

(C) a change in the conditions or the employee®s job
requiring that, to remain employed, the employee must have sub—

stantially different skills that the employee does not now pos-—

sess; or

3) have worked in a position covered by AS 23.20
time during the last three years and be ineligible for unemployment

insurance benefits because the person
(A) was working 1in a seasonal, temporary, part-time,
or other marginal employment;
(B) has insufficient qualifying wages because of
limited job opportunities; or
© is employed, ,but, because the person 1is underem—
ployed, the person needs employment assistance and training to

obtain full employment."”
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subcommittee Report on HB 169 and HB 170

The subcommittee for HB 169 and HB 170 undertook the task
of finding an appropriate funding source for the Business
Incentive Job Training Program established in HB 169 and
funded through HB 170.

The subcommittee worked with Commissioner Sampson,
Department of Labor, to combine elements of HB 169 and HB 170
with a complimentary senate bill, SB 191. Under SB 191,
one-tenth of one percent of the employee contribution to the
unemployment insurance trust fund i1s put in a separate program
account of the General Fund called the Employment Assistance
and Training Program Account. The purpose of the program
established under SB 191 is to expand JTPA services to
unemployed Alaskans who do not qualify for federal JTPA
funding.

Commissioner Sampson agreed to the idea of using $300,000
from the money generated under SB 191 to fund the Business
Incentive Job Training Program established in HB 169.

PROPOSED AMENDMENTS TO HB 169:

The amendment to HB 169 does two things. First, it
eliminates language which would have allowed a business to
apply for funds to train employees for promotions and replaces
it with language to allow businesses to apply for funds to
train employees to implement new technologies.

Second, the amendment adds a "people to be served”
section to the bill. This section was added at the request of
Commissioner Sampson to create a logical tie between the
people being served and the funding source.

PROPOSED CSHB 170:

The proposed CS adds a provision making the appropriation
contingent upon passage of the funding source in SB 191.
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CONTENTS:

HB 169 and HB 170
BACKGROUND INFORMATION

1) excerpt from the National Association of State
Development Agencies, Directory of Incentives for Business
Investment and Development in the United States, describing
the relationship between developing labor resources and
developing business

2) concept suggestion from the Anchorage Economic
Development Corporation

3) Alaska Statewide Private Industry council letter of
support

4) examples of training programs in other states
(Massachusetts, California, Connecticut, and Delaware)

5) excerpt from Alaska Department of Labor report,
Non-residents working in Alaska in 1985

6) copies of sections of the Job Training Partnership Act
relating to establishment of regional Private Industry
Councils and a Statewide Coordinating Council*

7 news and magazine articles

8) Chart: JTPA related job training program proposals

* Note: rather than establish a new bureaucracy to administer
the business incentive training program, this legislation
authorizes the three regional Private Industry Councils,
already up and running in Alaska, to make grants from the
fund. *EE3>Tac
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DCCs in different states. Because the track records of many applicants are rela-
tively short, the managerial ability of the business persons involved is significant
in securing assistance. The DCCs are likely to require that the firm has been turned
down bv one or more lenders before applying, and some will consider onlv the
loan requests referred by member institutions who are willing to purchase part of
the loan. Interest rates are generally above the prime rate, which is the cost of loan
funds provided to the DCC by its members.

Employment and Training

Trained labor increasingly is viewed as an essential element in development,
growth, and redevelopment efforts. Private industry realizes that training can
make a difference in reducing manpower costs, increasing productivity, and even
making certain operations possible when they rely on particular manpower skills.
The ability of states and communities to provide this element, along with land,
capital, or other subsidies, can be critical in their efforts to stimulate business,
create jobs, and bolster their economies. The importance of trained labor to private
industry is reflected in the large number of privately sponsored training programs
provided and paid for by the private sector.

Many states have already discovered the strong relation between developing
labor resources and developing business. In their traditional role of industrial at-
traction, states found that a suitable labor force was essential, and that training
programs were a big help in upgrading the work force. In fact, the mere existence
of such a training program acts as a powerful incentive to private business. In this
atmosphere, most states have developed training programs "tailored" or "custom-
ized" to particular industries or even to specific company needs. The emphasis has
always been on practicality—training workers for real jobs, in real companies,
which were likely to be available to them. The programs have been designed to
reflect local economic realities and private corporate needs, with the latter a major
factor. The private sector always plays a central role in the design and implemen-
tation of these training programs. More than forty states have formal customized
training programs.

Recently some states have refined their training efforts to reflect evolving
needs. Among other innovations, special efforts have been made to utilize a
trained labor force as an incentive to attract foreign investors; training programs
have been expanded to include training for jobs in the service sector; new retrain-
ing programs have been started to allow for industrial modernization within states;
and entrepreneurial training has.been offered as a means of stimulating new busi-
ness development.

The major revolution in state training programs is the increasing tendency of
states to more closely link worker training with business development. The linkage
between economic development and employment training needs is readily illus-
trated in a variety of ways. Modernizing the skills of factory workers is just as
critical to industrial modernization as innovations in production techniques and
capital equipment. Furthermore, the so-called high-technology revolution can
move only as fast as the evolution of a work force to carry it out. Just as crucial is
the need for a new breed of workers who are equipped to staff America's burgeon-
ing service-sector economy. Rural development efforts aimed at better jobs for the
underemployed succeed only if training builds bridges to help people across the
skills gap.

Thus, a small but growing number of states have instituted new procedures.
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new positions, or new organizations to coordinate training and economic devel-
opment. Of increasing popularity is the creation of a position of coordinator or
ombudsman who participates in planning and operating both sets of programs
and- "brings to the table" the states training resources at economic development
project negotiations. This is only one method of making the linkage—but it is
finding great popularity as a practical, day to day, means of coordination.

ISSUE-SPECIFIC PROGRAMS

There are some categories of programs that play an increasingly important role in
state economic development efforts. These are targeted efforts that actually include
both financial and nonfinancial assistance, some of which are touched on else-
where due to overlap. Nevertheless, these special issues are worth noting because
thev are state priorities and reflect current thinking in state programming.

Export Promotion

Export promotion is basically a means of encouraging business expansion and re-
tention through market expansion and,or substitution. State governments assist
smaller- and medium-sized manufacturers that want to enter or er.’arge interna-
tional markets but that lack either the expertise or the capital to export. State trade-
deveiopment programs usually concentrate on international marketing assistance
services, although a few states also offer export financing to companies. Each state
has designed an international trade program that meets the needs of its local busi-
ness constituency, based for the most part on available resources and support from
the public or private sector for export development. The range and scope of trade
development services thus vary from state to state.

All 50 states have an export development program with staffing ranging from
one to forty professionals. In some states a separate international trade division
has been created within the development agency. A few states have created a cab-
inet level position within the governor's cabinet for international trade. In fiscal
1984, states collectively spent over 510 million to promote international trade and
foreign investment in the United States. In fact, by 1984 the average single state
expenditure had risen to almost 5550,000, almost double what it was in 1980. This
rise in state international program funds, attributable largely to the growth in ex-
port development efforts, occurred at a time when state budgets were severelv
reduced overall.

Trade promotion is a logical component of a state business retention/expan-
sion program. In fact, several states point out that their largest program tor exist-
ing industry is the trade-leads service. Trade-leads programs generally provide
listings of international trade opportunities by mail to thousands of in-state com-
panies.

As with most economic development programs, the objective for an interna-
tional trade development program operated by a state development agency is. bv
and large, to create or maintain jobs. A secondary objective is to increase export
sales and tax revenue. Program direction and industry targeting tend to result
from the job creation/maintenance goal. l;or example, state policymakers mav de-
cide to expand markets of a high-growth industry in an effort to accelerate job
creation or target a mature industry in an effort to maintain jobs.
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ON-THE-JOB TRAINING SUPPLEMENTS

Purpose: This program would help defray some of the up-front
costs of recruiting and training Alaskans to fill new basic
industry jobs and, 1in doing so, make Alaska a more competitive
location and expand local employment opportunities.

Need: The high cost of recruiting, training, and retaining labor
is perhaps Alaska s most limiting economic handicap. It makes
many potential opportunities uneconomic and, at times, leads to
the excessive utilization of nonresident labor. More than half
of all U.S. cities offer training and retraining programs as part
of their economic development package.

Structure: The federal Job Training and Partnership Act
reimburses employers up to $2,400 of a qualifying employee”s
first year"s wages. This proposed state program would supplement
the® federal program by extendXri”Tt""to~aliTAlaskans, not just
thos"e that mee"t low income criteria. The federally funded low

income candTdates would be given first priority. The state
supplements would be available only after the list of JTPA

qualified candidates iIs exhausted. ,

Cost: We are suggesting that this program be funded with an
initial appropriation of (85 miilign*~ Then, we are suggesting
that it be evaluated and, if it~~is shown to be effective, .
replenished in future years. - -3 -urd

990 West Tth Avenue ..,

Suite 850
Anchorage, AK 99501

Telephone (907) 258-3700" "#L*
N
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February 28, 1989

State of Alaska
House of Representatives
Labor and Commerce Committee

RE: House Bill 169, 170
Honorable Representatives:

Thank you for the opportunity to offer some comments for your review
concerning HB 169, an Act establishing the business incentive training program
and HB 170, which appropriates $300,000 to fund the program.

The Alaska Statewide Private [ndustry Council (ASPIC), which administers
federal Job Training Partnership Act (JTPA) funds in rural Alaska, reviewed
this legislation during a meeting earlier this month. We found it to be
consistent with the job training and employment goals mandated by JTPA as well
as those adopted by the PIC.

ASPIC has successfully contracted with the Department of Community and
Regional Affairs for the delivery of JTPA programs and we find no difficulty
in adjusting our administration to accept state funds. In fact, we welcome the
additional dollars which will augment our current programs and allow for
implementing new programs consistent with the intent of the legislation.

Alaska is one of only six states nationwide that does not offer any matching
funds or supplement any JTPA training and employment programs. This measure is
the first-attempt to directly fund a job training and employment effort in the
state. Additionally, it is probably one of the best methods to insure "Alaska
Hire™.

I urge you to carefully consider this measure as a worthwhile investment in
the future of Alaska®s labor market.

Thank you for your time and consideration.

Chair

IN PARTNERSHIP WITH THE ALASKA DEPARTMENT OF COMMI*NTTY AND REGIONAL AFFAIRS
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Provide growth capital to ){oung organizations that have outgrown initial cap-
ital infusions but are unable to gain access to more mature equity sources

The needs of' the applicant company nr-* tit the established goals of MCRC; that
is, loans and investments must be influential in helé)mg applicants grow, thereby
expanding éo.b opportunities within the state. MCRC must also be able to confirm
bv at least 3 independent inquiries that an investmenton similar terms  would not
be available from other sources.

Volume MCRC is capitalized at S100 million. In the first 8 years of operation through De-

Application

Contact

cember 31, 1985, MCRC invested S140 million in 110 companies. These invest-
ments ranged in size from S100,000 to S5 million.

Applications are made directly to MCRC and should contain enough information
to describe the history and nature of the operation, the products and manufactur-
ing process, the marketing strategy, and enough financial information to ade-
quately describe the company's past operations, present status, and future finan-
cial needs and expectations. Specifically, the company must provide the to..owing:

Financial statements for the past 5 years

Financial projections for the next 5 years

Amount and purpose of financing required

Description of product lines

Markets for products

Names of competitors and how the company plans to meet competition

Suppliers

Data on past and future employment at the company

History of the company

Background information on principals

Details of existing debt and capital

Final approval of applications must be made by the MCRC investment committee.

Massachusetts Capital Resource Company
545 Boylston Street

Boston, Massachusetts 02116

(617) 536-3900

Customized Industrial Training

Bay State Skills Corporation

The Bay State Skills Corporation (BSSC) is a quasi-public entity governed bv its
own board of directors and funded by the state legislature to provide training
programs for high-demand QCCUﬁatlonS or emerging technologies in the state.
Companies in n"ed of retraining their work force or recruiting and training poten-
tial employees for newly created positions should contact BSSC. specifying the
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type of training desired. The training may be either pre-employment or on the job.
including training to upgrade employees' skills. BSSC will then identify an appro-
priate school, college, or training organization. The training program must be con-
ducted in collaboration with a local school, college, university, or training center.
When necessary, the educational institution does the advertising, testing, and
screening for potential trainees with input from the participating companv(ies).

Through BSSC grant awards, the state provides 507c of the cost of training,
while the company is expected to contribute 507. Contributions from the com-
pany include a wide range of in-kind support such as personnel time for instruc-
tion, curriculum design, screening candidates, or internship supervision; and do-
nated or loaned equipment, cash, or other components that make for a good,
strong training program. If the company prefers, its own facilities may be used as
part of its in-kind contribution.

BSSC also offers a special program in which trainees are from a targeted sec-
tion of the population, including displaced workers and AFDC recipients. Under
this program the BSSC assumes 807c of the costs and the company is expected to
contribute only 207-.

Eligibility BSSC is the catalyst for uniting industry and education to provide training for high

Volume

Application

Contact

growth occupations or positions in high demand in the state's economy. To date.
BSSC has focused primarily on advanced (university and college), retraining and
entry-level professional programs in engineering, computer services, general man-
ufacturing, communications, machine trades, allied health occupations and entrv-
level clerical/word processing and hotel positions. Although no minimum number
of job openings is required, there must be enough jobs to warrant the training and
make it economically feasible. The training institution is encouraged to establish a
consortium of companies where appropriate.

BSSC was established in September 1981 with an initial appropriation from the
state legislature of 58 million. As of December 31, 1985, 302 programs had been
approved at a cost of approximately S15 million, which brought over 600 compa-
nies together with 200 educational institutions to jointly train people in 6 industrial
areas: high technology, manufacturing, health, machine trades, automated office
work, and the service sector.

Companies interested in seeking state assistance for customized job training
should contact BSSC. If the trc ning needs of the company qualify for assistance.
BSSC will enter into a memorandum of agreement with the firm and work with
the company to design a training program.

Maureen O'Hare

Director of Marketing and Communications
Bay State Skills Corporation

101 Summer Street, 2nd Floor

Boston, Massachusetts 02110

(617) 292-5100

BASIC BUSINESS TAXES

Corporate Income Tax

The state imposes an excise (income) tax on domestic and foreign corporations.
For purposes of the excise (income) tax, corporations are classitied as either tan-
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Special allocation of S75 million in industrial development bonds

Targeting of state small business and employment and training programs

- The Waters Program requires that each block group of a proposed area exceed
150% of the national unemployment and poverty rates while also meeting certain
"pocket of poverty" criteria under the UDAG program. The Nolan Program re-
quires that each census tract meet UDAG criteria. These criteria establish a "min-
imum threshold" of economic distress that a proposed area must meet in order to
apply to the state for designation. Designations are made based on proposals from
cities and counties containing areas meeting these criteria. These areas are then
evaluated competitively on the basis of local economic development incentives de-
signed to complement state incentives.

The two programs have different eligibility criteria. The Nolan Program is available
to any type of business. Individual incentives may require that certain criteria be
met.

The Waters Program requires of a business that it be certified by the state. The
business must meet one of the following criteria:

30% of the work force is from a distressed area and the employer provides
some kind of community service.

50% of the work force is from a distressed area.
307c of the business is owned by persons in a distressed area.

Under the Nolan Program, a maximum of 10 zones can be designated, and 10 have
been designated. Under the Waters Program, a maximum of 9 zones can be des-
ignated, and 3 have been designated. There will be 2 more rounds with 3 desig-
nations each in 1987 and 1988.

For the Nolan Program, the business simply fills out the proper lines on the tax
return.

For the Waters Program, the state provides a certification form that must be
submitted to the California Department of Commerce. If the business meets the
criteria, the state returns an approval form to the business to be filed with the tax
return.

Richard Whitman

Enterprise Zone Programs
Department of Commerce
1121 L Street, Suite 600
Sacramento, California 95814
(916) 324-8211

Customized Industrial Training

Emoployment Training Panel

The Employment Training Panel (ETP) helps match the need of businesses for
trained workers with the need of unemployed workers for jobs by contracting with
employers and training agencies to cover the actual cost of training. It is funded
by diverting a small fraction of the Unemployment Insurance Fund and is intended
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to reduce unemployment insurance (Ul) costs by getting workers off Ul and keep-
ing them off. Because ot this, only those workers who are receiving Ul, who have
exhausted their Ul claims, or who are likely to claim Ul may be trained under this
program.

ETP is a different kind of training and economic development program:

It retrains people with established work histories, not new entrants into the
labor market.

ETP pays for training only for known jobs in stable or expanding occupations
that provide a decent living.

ETP makes selection of trainees and design of training the responsibility of
business even when training agencies provide the training.

ETP pays only for direct training costs, not for stipends or wage subsidies.

ETP has the flexibility to respond to businesses across California as the need
arises.

ETP uses a negotiated fee, performance-based contract. This means that pay-
ment is made on the basis of the number of trainees who are placed and remain
in long-term employment for at least 90 days. ETP does not use a Request for
Proposal process. Instead ETP works with employers and training agencies to de-
velop and write training contracts.

Employment Training Panel
800 Capitol Mall, MIC o4
Sacramento, California 95814
(916) 324-3615

BASIC BUSINESS TAXES
Corporate Income Tax

The state imposes a bank and corporation franchise tax on any corporation doing
business in the state. The tax is based on net income attributable to sources within
the state, including tangible property located in the state and activities carried on
in the state that produce income. The state does not use the federal net income as
a base for the tax; instead, the net income is defined as the gross business income
less deductions allowed under the state tax code. Federal income taxes paid are
not deductible. Accelerated depreciation is allowed, but the accelerated cost recov-
ery system is not allowed. N'et operating losses cannot be carried forward or back-
ward.

The tax rate is a flat 9.6% of taxable income for fiscal or calendar years 1980-
1982. For fiscal and calendar years after 1982, the rate will vary between 9.3} and

9.6%.
Administration is bv the State Franchise Tax Board.

Sales and Use Taxes

The state sales and use tax rate is 4.75%. In addition, cities and/or counties levy a
1.25% local sales and use tax, which brings the basic statewide rate to 0%. Several
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facility seeking assistance must be located in the zone or must be planning to locate
within the zone.

The program was authorized by the state legislature in 1931 and went into effect
inJuly 1932 Six zones have been designated. As of June 30, 1935, new investments
staling S135 million had been made and assisted.

Industrial companies apply through CDED. Commercial retail enterprises and res-
idential developers apply through their local governments.

Ken Roberts

Connecticut Department of Economic Development
210 Washington Street

Hartford, Connecticut 06106

(203) 566-3322

Customized Industrial Training

Connecticut Labor Training Program

The Connecticut Labor Training Program (CLTP) is administered bv the Office ot
Job Training and Skill Development in the Department of Labor to provide preem-
ployment and on-the-job training to companies locating or expanding in the state.
The program is designed to reduce start-up costs; companies receive most of the
services associated with the program at no cost.

CLTP handles recruitment advertising and refers potential trainees to the com-
pany for final selection of participants. Trainees are usually hired bv the company
before the training begins. Trainees may be reimbursed by CLTP depending on the
arrangement between CLTP and the company.

Training can be conducted on the company premises, at a local technical
school, or at a community college. Employees of the company are used as instruc-
tors when practical. CLTP, according to the company’s needs, can provide all train-
ing materials, including video materials.

CLTP will consider retraining existing employees if existing jobs can be saved

by doing so.

Any company creating new jobs is eligible for CLTP assistance. No minimum num-
ber of jobs is required.

CLTP has an annual base appropriation from the state of S1.5 million. In fiscal 1935
783 people in 27 firms received customized job training and 227 dislocated workers
were assisted through 17 projects.

No formal application is required from the company. CLI P requests that any in-
terested company provide information on the number of jobs involved, the tvpes
of jobs, and the timetable for operation of the new facility.

Office of Job Training and Skill Development
200) Folly Brook Blvd.

Wethersfield, Connecticut 06109

(203) 566-2450
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Industrial Development Bonds/Locally Issued

Two of Delaware's 3 counties, New Castle County and Sussex County, and the City
of Wilmington are authorized to issue industrial development bonds (IDBs). The
company benefiting from the bond issue as purchaser or user of the facility is
responsible for all appropriate state and local taxes levied on the facility.

Manufacturing, commercial, and service industries moving into or expanding
within these jurisdictions are eligible. New Castle and Sussex Counties have no
minimum capital expenditure requirements for commercial or service projects for
which bonds are sought. The City of Wilmington has a 5100,000 minimum for
commercial and service projects.

Local issuing authorities use the same standards utilized by the Delaware De-
velopment Office to evaluate applicants.

In 1985, New Castle County Economic Development Corporation issued IDB fi-
nancing authorizations for 56 projects totaling 572,916,070; the City of Wilmington
had 51 projects totaling 541,698,450; and Sussex Countv had 20 projects totaling
517,504,000.

The firm applies directly to the governing body of the local jurisdiction. No public
notice or public approval is required for bond approval.

Sussex County Department of Industrial Development
P.O. Box 589’

Georgetown, Delaware 19947

(302) S56-7701

New Castle County Economic Development Corp.
One Commerce Center, Suite 500

Wilmington, Delaware 19801

(3021 656-5050

City of Wilmington
Department of Commerce
City County Building

800 French Street
Wilmington, Delaware 19801
(302) 571-4610

Enterprise Zones

See 'Targeted Areas Tax Incentives" under the "Tax Exemptions, Deductions,
Credits, and Special Treatment" section of this state's write-up.

Customized Industrial Training

Industrial Training Programs

The Delaware Development Office (DDO) administers the training program to pro-
vide customized job training assistance. DDO acts as a broker and financial un-
derwriter of training programs tor new or expanding firms in the state.
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Recognizing the need for industry training funds that provide greater flexibil-
ity and employer control than federal funds, Delaware passed legislation in 1984
to provide S1.6 million annually to subsidize job training activities. Part of this
money was reserved for economic development-related training and allocated to
the DDO for employer-initiated programs. Should a company identify a lack of
specifically skilled workers, a program is designed to train employer-selected ap-
plicants for the available positions. The employer signs off on the proposed train-
Ing program and. upon its completion, determines its effectiveness hefore reim-
bursement is made to the trainer. Thus, the employer maintains control over the
quality of the work force ultimately hired. Paperwork, restrictions, and regulations
are minimal.

Although the remainder of the Blue Collar funds (see "Targeted Industry Tax
Incentives" below) are dishursed by the state's Private Industry Council, along
with funds from the Job Training Partnership Act and the Dislocated Workers Pro-
gram, the Council, too, can be accessed through the Development Office, the 'one-
stop shopping" source for industry. This coordination is possible because Dela-
ware's size permits a one-service delivery area structure, eliminating much of the
regional bureaucracy and political interest that impedes efficiency. A similar coor-
dination isevident between DDO and the Department of Public Instruction, which
receives 51.8 million annually in vocational training funds under the federal Carl
Perkins Act of 1984.

Training can be provided for any new or expanding firm encaged in manufactur-
ing, commercial, or service operations in the state. No minimum number of jobs
is required.

Annually the Delaware Development Office can access approximatelv 57 million
in job training funds with customized training being funded for the amount
needed by the employer to develop an initial work force for start-up or expansion.

Initial application for training assistance is made to DDO. Once the needs of the
irﬁteresteddcompany have been assessed, a training program is selected to meet
these needs.

Delaware Development Office
99 Kings Highway

P.0. Box 1401

Dover, Delaware 19903

(302) 736-4271

BASIC BUSINESS TAXES

Corporate Income Tax

Delaware imposes a direct tax on net income derived from Lnisir.vrs activities and
property located in the state. Net income is the amount of federal taxable income
with adjustments provided under state tax law, apportioned  lallocated to the
state. Federal income tax paid is not deductible in determining net income. The
rate is 8.77c of taxable net income at all levels.

Organizations that are exempt from the tax include corporations that are in-
corporated in, but not transacting business in, the state, and corporations that



CHAPTERS.  RESIDENT HIRE: PROBLEMS AND SOLUTIONS

This chapter summarizes the reasons employers mte,forhmnq nonresidents, the
actions their firms have taken to increase résident hjre, and the various options
Proposed by agencies, lawmakers, and others interested in actions the State can take
o promote” resident hire in Alaska.  This chapter does not contain specific
recommendations for promoting resident hire.

INTRODUCTION

Alaska Statute 36 requires the Department of Labor to look into alternative wa}/s of
promoating the hiring of Alaska residents.  To accomplish this, the surveys of two
committees which were set up to address proposals and initiatives to encoura?e the
hiring of residents were analyzed, and an independent survey  wasconducted b
Research and. Analysis,  Results from these threeseparate surveys were evaluated to
provide the insights discussed in this chapttr:

1) The Department of Labor_surveyed employers in ten industries which have hlﬁh
nonresident employment. ~ The purpose of °‘this survey was to learn the reasons why
emplorers hire nonresidents and to ask employers for their ideas about ways to
promote the hiring of Alaska residents.

2) A subcommittee of the Governor's Council on Alaska Hire conducted a survey of
employers,  The purpose of the survey was to assess the ability of Alaska's
vocational education” programs to provide trained workers. for employer's needs. The
Governor's Council on AlaSka Hire was comprised of individuals who  represented the
administration, the legislature, organized labor, and employers, Findings from this
survey bear directly on’the resident hire issue.

3) A survey of various organizations mcIudmg state departments, _employers,
legislators, and labor organizations was conducted . by the Alaska Hire Task Force.
The task force, which is “no longer active and which consisted of representatives
from several state departments, “was coordinated Dby the deputy commissioner of the
Department of Labor and reported directly to the Gavernor's Council —on Alaska Hire.
This survey was designed =~ to gather ,sug?esnons of things which the State of Alaska
could do to promote the hiring of residents.

EMPLOYER RESIDENT HIRE SURVEY
Reasons for Hiring Nonresidents

It was determined . that a telephone survey of 100 employers in ten industries could
Prowde IﬂSI%ht into the reasons why ‘employers hire “nonresidents. Ten industries
hat had high amounts of wages paid to nonreSidents were selected. Ten firms were
then selectéd from each industry. Within each industry, firms were selected from two
groups: those with the highest and those with the lowest p7erc,entage, of nopresident
employees and wages paid.” Responses were obtained from 74 firms with no less than
six résponses from each industry selected.

Employers were asked to_provide reasons why their mdus,tr}/ hires nonresidents
}unpro,m_pted response).  Employers were then read a prepared list of possihle reasons
or hiring nonresidents and asked if any of those reasons applied to their industry
(prompted response). Table 5-1 summarizes employer responses.
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Sixty percent

Of employers contacted said their industry hires nonresidents because available
Alaskans”lack  required training or experience.  This was the most frequently cited
reason given in construction, mining, and service industries. In fact, this was the
oost fréquent unprompted resPonse about why_an industry hires nonresidents. Thirty-
five percent of employers stated that their’industry hires nonresidents because no

Alaskans are available.

Fifty percent of employers stated  theirindustry hiresnonresidents because of
compang policy to transfer people within the,compam{. This reason was roost commonly
cited employers in mining industries. Six employers, mastly in food processing;
commented that nonresidents are hired because companiés hire from their home officés
located out of state. Twenty-eight percent of employers felt that nonresidents were
hired in theirindustry because companies hire _individuals  who are known to the
company. This confirms a common practice ofhiring people an employer knows.

Nineteen percent of employers felt that the ability to pay lower wages was a reason
to hire nonresidents.  Sixteen percent of employers indicated that nonresidents
worked harder or had better work attitudes than residents.

Current Practices Used by Firms to Increase Resident Hire

Employers in the resident hire survey were asked what actions their firms had taken
to promote resident hire. ~ The more” common answers were to advertise openings
locally, to establish a_company policy on resident hire, to hire through unions, 10
hire ‘through Job Service offjces, to. use empIo*ment agenmes or’ to contact
universities. Table 52 summarizes practices currently used by employers surveyed.

Firms Suggest Ways to Promote Resident Hire

Employers in the resident hire survey were asked _what they thought the State of
Alaska could or should do to promote résident hire.. The most common Suggestions were
to conduct a promotional campaqn, to, provide trajned workers through vocational or
university _tra|n|n%, and to promote resident hire through Job Service offices. Table

5-3 summarizes responses.
When asked who else hesides the State should be involved in promoting resident hire,

the most frequent response was that this action should involve private firms and
contractors. Table 54 summarizes the responses.

Hard-to-fill Jobs

Employers were also asked to identify specific jobs which were difficult to fill_ with
residents. A summary of employer responses by industry is contained in Figure 5-1
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TABLE 51

BVPLOYER RESIDENT HIRE SIRVEY
REASONS WHY BIVPLOYERS HIRE NONRESIDENTS BY  INDUSTRY

Spec Eat
Oil & Other Bldg Heawy Trade Food Air Drink Busin
Reason Total Gas Mine Const Const Const Proc Trans Places Serv
HRVE HIRE HOST QUALIFIED PERSXC)
Unprompted Response 1 . . 1 . - . . . .
Prompted Response 5 3 5 2 8 4 5 7 5 5
RESIDENTS LACK TRAINING/EXPERIENCE
Unprompted Response R 4 7 4 3 2 2 2 . 1
Pronpted Response 13 1 . . 3 1 . 5 1 2
ARVE TRANSFHER IN WORKERS
Unprompted Response 10 1 4 1 . . 1 1 . 1
Prompted Response 28 3 3 2 4 2 2 4 5 1
RESIDENTS NOT AVAILABLE N
Unpromp?ed Response 16 1 i 1 1 1 5 3 1 2
Prompted Response 10 . . 1 1 1 1 2 . .
HRVE HRE KNDAN PEOPLE
Unprompted Response 3 1 1 . . - . i
Prompted Response 18 2 1 4 3 1 2 .
NONRESIDENTS WIRK R LOARR UAGES
Unprompted Response 6 . 2 1 1 2 - N - °
Pronpted Response 8 2 1 2 1 . . - 2
NONRESIDENTS HAVE BETTER ATTITUDE
Unprompted Response 1 d d . .
Prompted Response 7 2 1 2 1 1 -
NONRESIDENTS WIRK HARDER
Unprompted Response 0 . . . . . - -
Pronpted Response 4 . 1 . 1 1 1 . .
12 d 1 . 1 1 5 1 2
HIVER OF FIRHS SIREYED 7% 7 8 6 9 6 9 6 6

Source: Alaska Department of Labor, Research and Analysis

Note: An mproirpted response wes a response given by the employer when asked in an open ended question to ide
reasons why their industry hires nonresidents. A promoted response wes a response given by an employer
specifically asked if the stated reason for hiring nonresidents applied to their industry.



Spec
Oil | Other Bldg Heaw Trade Food Air Drink

Response Total Gas Mine Const Const Const

1
1

Advertise Openings Locally
Hiring Policy -

Use Unions

Use Job Service

Use Private Employment Agency

Use the University

On-the*Job Training

Encourage Resident Hire in 8ids

Use Uord-of-Houth Referral

Subcontract Work

Maintain Resune File

Call Bock Prior Resident Workers

Require Alaska Experience

Internal Promotion

Use Chamber of Conmerce

B e NN
R RNRE

N

RPRrRr e coBS

Source: Alaska Department of Labor, Research end Analysis

TABLE 5-3
BVALOYER RESIDENT HIRE SIRVET

Eat

Proc Trans Places

ACTIONS THE STATE SHOUD TAKE TO FROMDIE RESIDENT HIRE

Spec
Oil & Other Bldg Heaw Trade
Response Total Gas Mine Const Const Const

Promotional Campaign 3 2 1
Voc-Ed Training 1 .
University Training . *
Job Service . .
Loner Wage Rates . 1

Change Little Davis-Bacon Act
Favor Alaska Contractors
Maintain Local Hire List

Set a Good Example

Tax Incentives

Income Tax Job Credits

Woark Uith Unions

Work With Business

Source: Alaska Department of Labor, Research and Analysis

TABLE 5-4
BHPLOYER RESIDENT HRE SLREY

Food

Eat

Busin
Scrv

Air  Drink Busin

Proc Trans Places

P

1
1 2
1

WD BESIDES THE STATE SHOUD 8 INVOLVED IN PROMOTING RESIDENT HIRE

S

Response Oil & Other Bldg Heawy Trggg

Total Gas Mine Const Const Const
Firms / Contractors 13 2 2 1
Private Sector 5 1 1
Civic Orgs / Chamber of Commerce 3 1 . -
Cities / Municipalities 3 . . .
Everyone 3 1 .
Business Associations 2 . . .
Unions 2 . . 1
Federal Goverment 1 . 1 .

Source: Alaska Denrtmont of Labor, Research and Analysis

Food
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Serv

Air  Drink jsustn
Proc Trans Places j Serv

2
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1
1 .
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1
1
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FIGURE 51
v v« )
Hard to Fill Jobs In Alaska
Employer Resident Hire Survey
December 1986
Oil & Gas

Party Manager (seismic work)
Observer (seismic work)
Electrical and Welding Crafts (fewer problems than in past)
Cementing
Plaster|n7
Technical Jobs with Secondary Recovery
(alread{Ndone in the Lower 48 so they have experience)
Unusual Welding

Mining, Except Oil & Gas
Lahorers for Clearing Brush (short termi
Wtnchmen (dredge operators)
Engineers
Geologists
Chief Engineer (need industry experience |
Reclamation Engineer (need Iindustry experience!

Building Construction
Aleutian Chain Work
Skilled People—Pipe Welders. Electricians
People who Install External Panels
Very Specialized Trades

Heavy Construction
Electronics
Engineers
Superintendents
guallit_y Control Workers .
ertified Welders (at times of high employment)
Instrumentation Specialists
Hire Larec Numbers of Workers on Short Notice

Special Trades Construction
Instrumentation Technicians
Striping/Highway Line Painters (extremely specialized area)
Technical Welding

Food Processing
Fish Processors on Floating Processors
General Lack of Available People, at times
Seafood Processors on Land
Lahorers; Fish Handling. Sliming, etc.

A'ir Transportation
Aircraft Maintenance and Modification
Helicopter Pilots (pilots move seasonally to follow work)
Pilot (with training on 727)
Flight Engineer (with training on 727)
Maintenance Workers

Eating & Drinking
None

Business Services
Structural Testing Technician 1. Il (science/engineering
type training)
Waitress/Waiters, Kitchen Workers, etc.
Alarm System Installers

Miscellaneous Services
Engineers
Technical Staff
Drafters
Inspectors
Supervisors and Management
Architects
Certified Public Accountants
Accounting Positions
Surveying Manager

Source: Alaska Dept, of Labor. Research A Analysis
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Use of Alaska Vocational Education Programs to Ensure Resident Employment

A subcommittee of the Council on Alaska Hire explored the ability of in-state
vocational education programs to supply a trained work force for Alaska employers.
More than 8.000 employers were surveyed to elicit almost 1,400 responses. Figure 5-2

summarizes select survey questions and responses.
Trained Alaska Work Force Unavailable for Some Industries

Approximately 67 percent of the vocational education survey respondents felt there
was an available work force to meet their needs; however, more than 40 percent of the
respondents in manufacturing and wholesale trade industries felt there was not a
trained Alaska labor force available. Sixty percent of respondents in the employer
resident hire survey indicated their most frequent reason for hiring nonresidents in
their industry was that trained qualified vresidents were not available. Sixtv-one
percent of vocational education survey respondents felt their companies would benefit

from further training of their employees.
Firms Prefer to Hire Alaskans

Ninety-five percent of vocational education survey participants responded that they
would prefer to hire from an Alaskan work force 1if that work force met their
requirements. Nearly 76 percent of the survey respondents indicated that they would
be willing to hire an underqualified Alaskan if the Alaskan could be trained.
Unfortunately, this question did not specifically address who would provide the
training. Respondents may have indicated "yes"™ more readily if they inferred that
someone else would be providing the training. When unemployment rates are high
nationally, it is to the employer®s advantage to seek people who are already trained.
This minimizes the employer®s need to provide training. While the exact meaning of
this question was unclear, the response could imply that employers are willing to do

some training.

Other Employer Comments

Vocational education survey participants were also asked to provide additional
comments or suggestions about the hiring of nonresidents. Nearly one-fourth of
respondents provided additional comments. Table 5-6 summarizes the nature of the
comments while Table 5-7 indicates the distribution of respondents by industry.
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QUESTIONS

Du you feel thut there is a readily trained
Alaskan labor force for your needs’

Would >ou prefer to hire from an
Alaskan work force if that work force
met your requirements?

Do you feel that your company or or-
ganization would benefit from further
training of your current employees?

How much are you av.are of or con-

cerned about available in-state training
programs?

Do you feel you have access to reliable
in-state training programs?

Are you inhibited from approaching an
in-state training institution due to cost?

Is partial loss of the employee time an
inhibiting factor towards in-state
training?

Do you feel that in-state training insti-
tutions emphasize productivity through
giMid work  habits?

Have you ever approached an injstatc
training institution to develop a special-
ized training course for current em-
ployees'

Would you consider hiring an Alaskan
who iiuv nut be as qualified but could
be trained?

Have you ever offered on-the-job train-
ing to your employees?

Methods used to obtain employees.

FIGURE 5-2

VOCATIONAL EDUCATION SURVEY

OF ALASKA EMPLOYERS
ANSWERS

.. ypvoximately 67 percent of respondents indicated they felt that there was an avail-
able work force. However, more than 40 percent of the resi)ondents in the manufac-
turlng and wholesale trade industries indicated that they felt there was not a trained
Alaska labor force available.

More than 95 percent of the respondents answered affirmatively to this question.

614 Percent of respondents felt their companies would benefit from further train-
ing of their employees.

145 percent responded "nothing.” 4.1 percent responded “very little" while 54.4
responded “everything | need to know.'

Only 36.8 percent responded affirmatively.

Overall 30.4 percent of the respondents indicated that cost was a concern. The
manufacturing and finance, insurance and real estate industries were most likely
to indicate chat cost was an inhibiting factor.

The construction industry was more likely to feel that the loss of employee time
inhibited them from approaching an in-state training institution. Higher wages in
the construction industry likely were a factor in this response.

Only 25 percent responded affirmatively to this question: however. 57.6 pi rcent
did not respond at all.

79.8 percent of all respondents indicated that they had not approached an in-state
training institution.

Nearly 76 percent of all respondents indicated that they would be willing to hire
an underqualified Alaskan if they could be mined.

831 percent of all respondents indicated that they have oi ered on-the-job training
to their employees.

walk-in aﬁ)licants 58.8 percent), Alaska Job Service (50.0 percent), and adver-

The most frequentl{ used methods were word-of-mouth referrals (69.4 percent),
percent).

tising (4

Source: Alaska Department of Labor. Research and Analysis



VOCATIONAL EDUCATION SURVEY

NATURE Of ADDITIONAL CONENTS PROVICED BY PARTICIPANTS

Nature of Cormcnt
Training Related 1/

Problers with Current State or Local
Bid Process, or Little Davis-Bacon Act

Enmployers Hire Qualified People
Regardless of Residency

W&e Related, Nonresidents Work for Less

Change Existing Laws; Provide
Enployer Incentives

Resident Hire Unconstitutional
Miscellaneous

TOTAL PERCENT
TOTAL NMER

X of Total
354

56

56
28

28
16
42.6

100.0
319.0

Source: Alaska Department of Labor, Research and Analysis
1/ A nore detailed analysis of training related comments

is available upon request.

TABLE 56
VOCATICHAL EDUCATION SURVEY

INDUSTRIAL DISTRIBUTION CF PARTICIPANTS

WD PROVIDED ADDITIONAL CCRENTS

Standard Industrial Classification (SIC)

Agriculture

Mining

Construction

Manufacturing

Transportation

Wiolesale Trade

Retail Trade

Finance, Insurance, and Real Estate
Services

Public Administration

Not Classified or Information Not Available

TOTAL PERCENT
TOTAL NMER

Source: Alaska Department of Labor, Research

|
X of Total |

13
16
154
5.0
34
34
16.0
34
345
5.0
i*.0

100.0
3190

and Analysis
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The primary objective of this committee was to solicit proposals, ideas, and

initiatives regarding resident hire. Input was received from many state agencies and
from sources outside of state government. Each state department was requested to
examine its own programs, statutes and regulations to determine whether they could be
modified or amended to promote the use of Alaska businesses, products and workers.
Because of this broad perspective the proposals described in the final report are
wide-rangingin nature -and approach the issue of resident hire from many different
directions. Some of the proposals are relatively narrow in focus, while others
involve significant economic, political or legal considerations.

The 1986 Alaska Hire Task Force report was intended primarily for policy makers as a
reference of new ideas and initiatives on resident hire. It was not intended to
describe resident hire programs which were already in effect and ongoing such as the
voluntary compliance, contractor licensing and vehicle licensing programs.

The 36 proposals contained in the task force report are listed below. Those
interested in a detailed description of report contents and the current status of
each of the proposals are encouraged to contact the Department of Labor. Some of the
ideas were addressed in legislation introduced and/or passed during the second
session of the Fourteenth Alaska Legislature. Other ideas are pending.

Proposals and Initiatives in Resident Hire Task Force Report

Comprehensive Minority Business Enterprise Program
Forest Products Preference

. Loan Program lIncentives

<* Economic Disaster Legislation

i. Capital Project Grant Programs

0. Employment Services and Incentives for Teachers

7. Depressed Area Legislation

«S. Licensing of Construction Workers

9. Regulation of Subcontracting Practices

10. Job Service Coordination with Alaskan Native Organizations
11. Expansion of Job Service Network

12. Puhlicity and Advertising Campaign

13. Cooperation with U.S. Immigration and Naturalization Service
I/*. User of Alaska Public Broadcasting System

15. Foreign Fisheries Observer Program

16. Resident Hire on Natural Resource Projects

17. Expansion of Youth Employment Program

IS. Federal Land and Water Conservation Grants

19. Resident Hire Stipulations 1in Oil and Gas Leases

20. Year-round Exploratory Activities

21. Prevailing Wages on Oil and Gas Lease Work
22. Oil Industry Training Programs

23. Resident Hire Incentive Credits

2/*. Graduated Corporate Tax Rates
25. Adjustment of Investment Tax Credit

26. Bidder Prequalification on State Construction Projects
27. Solicitation of Construction Bids Only inAlaska
28. Require Prime Contractors to Publicize Labor and Subcontract Needs on Public

Construction Projects
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29. Use of Unique Alaska Materials or State-furnished Materials

30. "Buy Alaska"™ Legislation

31 Local Fabrication of Construction Materials _
32. Prequalification of Local Labor Force

33, Expand Bidder Preference

34, Executive Order Mandating Local Hire

J5. Management Prograxa for Public Land Managers

36, Linked Deposit Small Business Loan Program

USE OF OCCUPATIONAL INFORMATION TO INCREASE RESIDENT HIRE

In the fall of 1986 employers were notified of an industry schedule under which they
are required to begin reporting the occupational title and work location of all

employees on their quarterly unemployment insurance tax report. This new information
will be crossmatched with other variables contained in the Department of Labor wage
file, unemployment insurance claimant file, job service applicant file, and
Department of Revenue permanent fund dividend file to provide data about resident and
nonresident employees by occupation, industry, work area, residence area, and wage
level.

While the preceding information is required to make preference determinations under
the current resident hiring statute, it can also be used by Alaska®"s policy makers to
identify the worst problem areas, suggest potential solutions, fine-tune existing
efforts, and evaluate the effectiveness of any actions taken. For example, areas of
high nonresident employment will be identified by industry, occupation, area, and
earnings. The Department of Labor will then explore the reasons for high nonresident
employment in the most significant problem industries, areas, and occupations. The
others such as the governor®s office and the legislature can use these facts to
adjust laws, regulations, administrative procedures, and programs to comprehensively
encourage higher levels of resident employment throughout Alaska®"s economy.
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Job Training Partnership Act

(Editor's Note: Following is the text o fthe Joh Training Partnership Act (JTPA), P.L. 97-300.
Signed by the president on October 13, 1982, JTPA took effectin FY 1984. Included in the text are
“minor and technical” revisions instituted by P.L. 97-404, enacted on 12/31/82, “conforming’
amendments instituted by the Carl D. Perkins Vocational Education Act, P.L. 98-524, enacted on
10/19/84, and the Job Training Partnership Act Amendments of 1986, P.L. 99-496, enacted on Oc-
tober 16, 1986. The 1986 amendments provide more stable funding fo r service delivery areas under
Titles 11-A and II-B, put a new emphasis on literacy, mandating remedial education during the sum-
meryouth employment program, and count pre-employment skills trainin'- for 14 and 15 year-olds

toward the 40-percentyouth spending requirement. They also allow the

ofsix-percentfundsfor

post-program data collection for two years and for general and preventive technical assistance, add
the self-employed and farmers to the definition ofdislocated workers, callfor special consideration
to displaced homemakers, the handicapped, and vetercns, and authorize presidential awards for
outstanding private sector training programs and model programs for individuals with multiple

harriers to employment.) .

An Act

To provide for i job tnininf program and for ochtr purpoee*
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ETA-RF-MO LAWS AND REGULATIONS

TITLEV-MISCELLANEOUS PROVISIONS

Sm . S0I. Amendment! totht Wirier-Peywr Art.

See. 502. Amendment! topartC of titht IV of tht Social Security Act.
Sec. 503. Eaminnduretard.

Sec 504. Enforttmeni of Military Selective Stm et Act.

STATEMENT Or PURFOSK

Sec. 2. 1t |s the purEose of this Act to establish programs to
prepare youth and unskilled adults for entry into the labor force
and. to &fford job training to those economically _d|sadvanta?ed
individuals and other individuals facmP serious barriers to employ-
ment, who are in special need of such fraining to obtain productive
employment.

AUTHORIZATION OT APPROPRIATIONS

Sic 3. (aXl) There are authorized to be appropriated to carry out
art A oftitle Il and title |V ?,other Ihanjggét of such title)such
i#mf?sggln;/ggrbe necessary for fiscal year and for each succeed-

From the amount appropriated pursuant tg paragrapt}t(%) for
the

2
anty)fiscal year, an amount equal'to not more than 7 percénto
total amount approprlatedeursuant to this section shall be availa-
ble to carrg outparts A.C.D, E. F,and G of title IV,
; the amountso reserved under paragraph 12—
A 5886cent shall be available for part C of title IV, and
B) $2000000shall be available for part F oftitle 1V,
_fb) There are authorized to be appropriated to carry out part B of
title” 11 such sums as may be necessary for fiscal year 1383 and for
each succeeding fiscal year. ] )
!°R There are authorized to be appropriated to carry out title [1]
such sums as may be necessary for fiscal year 1953°and for each
su%&eeme%flscal ear,

ere are authorized to he appropriated 3618,000,000 for fiscal

Y_ear 1983 and such sums as maY, be necessary for each succeeding
|scal1year. to carry out part B oftitle IV ofthis Act. =~ ,

<) The authorizations of appropriations contained in this section
are Subject to the program year provisions ofsection 161

rEFINITIONS
qu. 4. For the purposes of this Act, the following definitions

til The term "academic credit" means credit for education,
trammg, or work experience applicable toward a secondary
school diploma, a postsccondury degree, or an accredited certifi-
cate of completion, consistent” with applicable State law and
regulation and the requirements of an ‘accredited educational
agency or institution in"a State. , _
62 he term “administrative entity" means the entity desig-
m ed to administer a job training plan under “section
XIXB). .
(3) The term "area of substantial unemployment” meéins anly
aréa of sufficient size and scope to sustain a program under part
A of title Il of this Act and which ha% an average rate of
unemployment of at least 6.5ﬁercent for the most recent twelve
months as determined t[w the SecretarY. Determinations of
areus of substantial unemployment sholl he made once each

fiscal year.
Ezathe term “chiefelected official includes—
Alin the case ofa ?tat%, the Governor;
>1n the District of Columbia, the mayor: and

C) Inthe case of a service delivery'area designated under

sogn)un 10UaX4XAXii), the governing body,

15 The term "community-based organizations" means
private nonprofit organizations which are representative of
communities or significant segments of communities and
which provide job training services ifor example. O pportunities
Industrialization Centers, the National Urban Lea(gue. SER-
Jobs for Progress. United Way of America. Mainstream, the
National Puerto Rican Forum. National Council of La Raza.
70.001. Jobs for Youth, organizations operating career intern
programs, ne_|ghborh00d groups and organizations, community
action agencies, community development corporations, voca-
tional rehabilitation organizations, rehabilitation facilities (as
defined in section 7110) of the Rehabjlitation act of 19731 agen-
cies serving gouth, agencies serving the handicapped,” in-
cluding disabled veferans, agencies servmg| displaced
homemakers, union-related organizations, and employer-related
nonprofit organizations!, and Organizations serving nonreserva-
tion Indians (including the National Urban Indian Council), as
well as tribal governments and Native Alaskan groups.

19 Except as otherwise provided therein, the térm “council”

means the private Industry council established under section

17) . The term "economic development agencies" includes local
planning and zoning commissions ?r boards, community devel-
opment_agencies, and other local agencies and. institutions
responsiblé for regulating, promoting, or assisting in local
economic development. , . L

g e term "economically disadvantaged"” meansan indijvid-
ual who gA) receives, or is @ member ofa family which receves,
cash welfare payments under a Federal. State, or local welfare
program: (B) has, orisa memberofa family which has. received
a total family income_ for the six-month périod prior to applica-
tion for the program involved (exclusive of unemploymentcom-
pensation, child support payments, and welfare payments)
which, in relation to famHY size, was not in excess of the higher
of (i) the povert% level defermined in accordance with criferia
established hy the Director of the Office of Manaﬂgeme,nt and
BudPet or (i) 70 percent of the lower |IVIn(I] standard income
level, (C& IsT ce,me food stamps pursuant to the Food Stamp
Act of'1977: (D) is a foster child on behalfofwhom State or local
government payments are made; or (IE) In cases permitted by
regulations of the Secretar)r], isan adult handmaPped individual
whose own income meets the requirements of clause (A) or <B).
but who is a member of a family whose income does not meet
such requirements, , ,
St(St)) The term "Governor" means the chief executive of ary

ate.
(10) The term "handicapped individual" means any individual
who "has a physical or mental d|sab|l|tY which for such
|nd|Y|dua| constitutes or results in a substantial handicap to
emfo ment. ) _ o

(11) The term "Hawaiian native" means any |n%|V|dua| any of
whose ancestors were natives, prior to 1778 of the area which
now comprises the State of Hawall, )

_ (12) The term "institution of higher education" means any
institution ofnigher education as that term is defined in section
1201a1rofthe Higher Education Act of 1965 ,

. (13) The term™"labor market area” means _%n ?conommallz
inteqrated geographic area within which individuals can resid

qnd ind employment within a reasonable distance Prcan reagd-
Iy change employment without changing their place of resi-
dence. Such areasshall be identified in"acCordance with criteria
used by the Bureau of Labor Stan,incs of the DeBFrhmg t of
(Laa orin defining such areas or similar criteria established by a

Qvernor.

14) The term "local educational agency" means such an agen-

cy(as) defined In section 4(15) of thegCarVD. Perkins Vocangnal
Education Act. . ,
(15! The term "low-income level" means 37,000 with respect to
income in 1969, and for any later year means that amount
which bears the same reLanonshli) to 37,000 as the Cor&sumer
Price Index for that year bears to the Consumer Price Index fur
1969, rounded to the nearest 31,000. ,

(16) The term “lower living standard income level" means
that income level (adjusted for regional, metropolitan, urban,
and rural differences and family size) determined annually by
Ehe Segretarg ased on the most recent "lower living family
udget” issued by the Secretary. , , ,
(L7) The term “offender” méans any adult or juvenile who is
?r has been sub&ect to any stage of the criminal JUSII,CT rocess
or whom services under this Act may be beneficial or who
requires assistapce in overcommP artificial barriers to employ-
ment resulting from a record ofatrest or.conviction. o
,%18; The tefm "postsecondar)ﬁ institution” meang an instjtu-
tio o‘ |lg er e,d%cano(? as. that ter[n Is_defined 1n section
481(ax>ofthe.Higher Education Act of 1965

(19) The term “private sector” means, for purposes of the
Stale"job training councils and EJ_nvaIe industry councils, per-
sons who are owrers, chief executives or chief operating officers
of private for-profit employers and major nongovernméntal em-
ployers. such as health and educational insfitutions or other
executives ofsuch employers who have substantial management
or pohﬁy respon3|b|||tg._ ,

120) The term "public assistance” means Federal. State, or
local gvernme t cash agments for which eligibility is deter-
mined by a needs or Income test.

21) The term "Secretary" means the Secretary of Labor.

12) The term "State™ means any of the several States, the
District of Columbia, the Commonwealth of Puerto Rico, the
Virgin Islands. Guam, the Northern Mariana Islands. American
Samoa, and the Trust Territory ofthe Pacific Islands,

123 The term "State educational agency” means such an %%%ncy
as definod in section 1201(n) of the Higher'Education Act of 1965

124 The term "supportive services” means services which are
necessary to enable an individual eligible for training under

IS
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this Act, but who cannot afford to pay for such services, to
parhm?,ate in a_training p,roqram funded under this Act. Such
aupportiv# services may include transportation, health care,
special services and mdtenaU for the handicapped, child care,
meals, temporary shelter, financial counseling, and other rea-
sonable expenses required for participation in the training pro-
gram and may bo provided in-kind_or through cash assistance.
5) The tefm “unemployed individuals® “means individuals
who ére withoutjobs and who went and are available for work
The determination of whether individuals are WIthOUtEJbS shall
be made in accordance with the criteria used by the Bureau of
LaForStansncs of the Department of Labor in defining individ-
uals asunemployed.
(26) The term ™unit of general local gfovernment",means any
eneral purpose political subdivision of a State which has the
ower t Iew taxes and spend funds, as well as general corpo-
ate and police powers. o
_ (27XA) The term "veteran" means an indjvidual who served
in “the active military, naval, or air service, and who was
gigﬁ%arogreadblgr released therefrom under conditions other than

QBP The term "disabled veteran" means ,(l? a veteran who is
entifled to compensation under laws administered by the Veter-
ans* Administration, or (i>an individual who was discharged or
rteleased from active duty because of service-connected disabil-
ity,
y(CI The term 'recently separated veteran' means any veteran
who applies for ﬁart|g|pat|on under any title of this Act within
48 months of the discharge or release from active military,
naval, or air service.

ID) The term 'Vigtnam eraveteran' means a veteran any part
of whose active military service occurred between August 5,
1964. and May 7, 1975, . '

(28L The term "vocational education" has the meanmq_pro-
ided in section 521(31) of the Carl D. Perkins Vocational
ducation Act.

h

(291 The term ‘displaced homemaker' means an individual

v
E
W - . .
(A) Wa% a full-time homemaker for a substantial number of
ears; an

B) derived the substantial share of his or her support from—

il”a spouse and no longer receives such support due to the
death, divorce, permanent disability of. or permanent separa-
tion from the spouse: or .

(il public assistance on account of dependents in the home
and no longer receives such support.

TITLE I-JOB TRAINING PARTNERSHIP

Part A—Service Deuvery System

ESTABLISHMENT OF S1RVICE DEUVERY AREAS

Sec. 101,(aX|? The Governor shall, after re_cewmgl_the proposal of
the State job training coordinating council, publish a proposed
designation of service defivery areas for the State each of which—
(A) is comprised of the ‘State or one or more units of general
local government; , , , . ,
B) Will promote effective delivery ofjob training services; and
CXi) is consistent with labcr marketareas or standard metro-
politan statistical areas, but this clause shall not be construed to
require designation of an entire labor market area; or
(i), 1s consistent with aress in which related services are
provided under other S fte or Federal programs. ,
gZ)The Council shall induce in its proposal a written explanation
of Ihe reasons for designating each service delivery area.

(3) Units of general’local government (and combinations thereof),
business arganizations, and_other affected persons or organization’s
shall be given an oPportumty to comment on the proposed designa-
tion of Service delivery aréas end to request revisions thereof.

14XA) The Governor shall approve any request to be a service
de |verI area from—

any unit cfgeneral local government with a population of

200,000 or more: ) ,

[0l any consortium of contiguous units of gzeneral local gov-
ernment with an aggregate population of 200000 or more
which serves a substantial part of one or more labor markec
Aareas: and ' -

(In?' any concentrated employment program grantee for a
rural area which served os a prime sponsof under the Compre-
hensive Employment and Training Act. _ ,

(B) The Governof may apprave n réquest to be a service delivery
area_from ony unit of general local government or consortium of
contiguous units of general local government, without regard to
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population, which serves a substantial portion of a labor market

area. _ .

?O If tha Governor denies g request submitted under subpara-
graph (A) and the entity making such request alle?es,tha the
ecision of the Governor is contrary to the ﬁrovmons of this section
such entity may appeal the decision to the Secretar)r,,who shal
make a final decision within 30 days after such appeal is received.

) .The Governor shall make a final designation of servjce delivery
areas within the State. Before making a final'designation of service
delivery areas for the State, the Governor shall review the com-
ments ‘submitted under subsection OX3) and requests submitted
under subsection @4). _ _ _

chl) In accorgahce with subsection (a), the Governor may redesig-
nate service delivery areas no more fre?uently than every two ge_ars.
Such redesignations shall be made not later"than 4 manins beiore
mhe beginning ofa program year. «

@ _Sub'{ect to parag%,raph ((I?, the Governor shall make such a
redesignation if a petition to do so is filed by an entity specified in
subsection (aX4XA). , , . _

(3) The provisions of this subsection are subject to section 105(c).

ESTABLISHMENT OF PRIVATE INOUSTHY COUNCIL

mSec. 102 (a) There shall be a private industry council for every
service delivery area established under section 101 to be selected in
accordance with this subsection. Each council shall consist of—
(D) representatives of the private sector, who shall constityte a
majority of the membership of the council and who shall be
owners of busine*' concerns, chief executives or chief operating
officers of nongv. mmental employers, or other private sector
gi)k(ﬁﬁ{]ytl'vgrﬁdwm have substantial management or policy respon-

2) representatives of educational agencies (representative of
all(e)duc%non_a,f agencies In ,t%e serwcegd_ehver aPea), organized
labor, rehabilitation a{genmes,, community-based. organizations
gecPVr}ggm development agencies, and thie public employment

(t;% The Chairman of the council shall be selected from among
members of the ¢ ‘uncil who are representatives of the private

sector. _ . .
IcKIIIA} Private sector representatives on the council shall be
Eele,cted rom ,amonrg individuals nominated by ?ene_ral purpose
usiness organization’s after consulting with, and TFeceiving recom-
mendationg from, other b, . »ss orgafizations in the service deljv-
ery area. The number of such nominations shall he at least 150
ercent of the number of individuals to be appointed under subsec-
ion (aXl). Such nominations, and the individuals selected from such
nominations, shall reasonably represent the industrial and demo-
graphic composition of the business community. Whenever possible
at least one-halfofsuch business and industry representatives shall
be reeresentatlves jf small business, mcludmr% minority business.

(B) For the purpose of this paragraph, the term— ,

(D) "general purpose business organizations” means organiza-
tions which admit to me bersh|P ang fé)f—pl’Oflt businesa operat- >
Ing.within the service delivery area; an _ ,

iu. 5“(§6na|& business” means private for-profit enterprises em-
ploying 500or fewer employees. _

(2) Education representatives on the council shall be selected from

among individualy nominated by local educational agencies, voca-
tional” education institutions, institutions of higher education or
general organizations of such Bgencies or instititions, and by pri-
Vate nd.ﬂropHetary.sch c]Is or 9eneral organizations of “such
schools, within'the service delivery area.
, 83) The remaining members of the council shall be selected from
individuals recomniended by interested organizations. Labor repre-
sentatives shall be recommended bx recogmzed State and local labor
organizations or appropriate building trades councils.

dXI) In any_ case in which there is only one unit of general local
government with experience in administering job training programs
within the service delivery area, the chief elect do,fflglal ofthat unit
shall appoint memdber to the council fram the individuals nom
nated or recommended under subsection (c).

In any case in which there are”two or more such upits of

general local government in the service delivery area, the chi.r
elected officials of such units shall appoint members to the council
from the individuals so nominated or recommended in accordance
with an aqreement entered into by such units of general local

govTrnmen . In the absence of such aj agreement, the &ppaintment
hall be madﬁ by the Governor from the individuals so nomingjc-1.
recommended. ««ior

degg)rmTirr}ee initial number of members of the council shall be
i (tI(éJ)y(lthe chief elected official in the case described in suh</w

ion .

gzr? b,z he chief elected officials in accordance with the agree-

ment in the case described In subsection (0X2), or

Manpower Inlomellan, k.
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Members Sall be appointed for fixed and staggered terms and
may serve until their successors are appointed. Any vacancy in the
membership ofthe council shall be filled in the same manner as the
originel appointment. Any member of the council may be removed
for'cause in accordance with procedures established by the council.

g) The Governor shall certify a private industry council if the
Governor determines that its composition and appointments are
consistent with the provisions of this subsection. Such certification
shall be made or denied within 30days after the date on which a list
of members and necessary supporting documentation are submitted
to the Governor. When the Governar certifies the council, it shaft be
convened within 30 days by the official or officials who made the
appointments to such council under subsection (d).

(%) In any case In which the service delivery area is a State, the
State EOb tralnln% coordinating council or a partion of such council
may Dbe reconstituted to meét the requirements of this section.

FUNCTIONS O PRIVATE INDUSTRY COUNCIL

Sec, 103 (a) It shall be the respon5|b|||131 of the epnvate_mdustr%
council to provide policy guidance for, and exercise oversight wit
respect to, activities under the job training plan for its service
delivery area in partnership with the unit of units of general local
government within its service dellverzf area.
foXI) The council, in accordance with an agreement or agreements
with the appropriate chief elected official ‘or officials specified in
SUbSECtI0n§:5),S all— .

(A), determine procedures for the development of the job
training plan, which may ﬁrowde for the preparation of all or
any part ofthe plan %by the council, (i) by any unit of general
local government in the’service delivery area, or by an ‘agency
thereof, or iiii) by such other methods ot institutions as may be
provided in such‘agreement; and _ . ,

(B).select asa grantrecipient and entity to adm nister the job
training plan (which may be separate entmes?, (1) the council,
() aunit of general local government in Ifs Service delivery
area, or an agency thereof, (iii) a nonprofit private organization
or corporation, or %w) any other agreed upgn ent|t¥] or entities.

(ZgThe council is authorized to provide oversight of t e,?rograms
conducted under Ihe{ob training plan in accordance with proce-
dures established b}g he council. In order to carry out this para-
tt;raph, the council shall have access to such informéation concerning
he operations ofsuch programs as is necessary. _

F,c, or purposes of subSection tb), the appropriate chief elected
official or officials means— o ,

1)  the chief elected official of the sole unit of general local
government in the service deljvery area. )

120 the individual or individuals selected by the chief elected
officials of all units of general local government in such area as
the| authonf_led represgntative, or =~ ,

?35 In the case of a service delivery area designated under
section 10!(a)(4)(A)(iii), the representative of the chief elected
official for such area gas defined in section 4(4)(C)).

Ed) No job training plan Prepared unger section” 104 may be
submitted to the Governor unless (1) the plan has been approved by
the council and by the appropriate chiefelected official ‘or officials
specified in subsection (c), and (2) the plan is submitted jointly by the
counciland such official or officials. _ ,

(e) In order to carry out its functions under this Act. the council—

1) shall, in accordance wWh the job training plan, prepare
and approve a bu ?e,t foritself,and = _
_(2)may hire staff, incorporate, and solicit and accept contriby-
tions and grant funds (from other public an"dr#rlvate SQUICES).

SﬂAs,used i, this section, the term "oversight” means reviewin

nitoring, and evaluating.

JOB TRAININC PLAN

Sec. 104 (a) No funds appropriated for any fiscal year may be
rovided to any service delivery area under this Act except pursiant
0 a}ob training plan for two program years which is E)re ared in
?ﬁ,co datnce with section 103 and which ‘meets the requirements of
Is section.
Ib) Each,éob training plan shall contain— , ) o
(Widentification of the entity or entities which will adminis-
ter the program and be the grant recipient of funds frotrr the

State; . . . . .
?zfa description of the services to be provided, including the
estimated duration of service and the estimated training cost

er_participant: , o . -
p{3§),pr.oggdaures for identifying and selecting participants and
for éligibjlity determinationand verification; ,

141 performance goals established in accordance with stand-
ards prescribed under section luti;
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(5)  procedures, consistent with section 107, for selecting serv-

Ice’ providers which take into account past g,e,rformance,m job
training or related activities, fiscal accountability, and ability to
meet perfoBméance ?tandards;
(G) the uPet or two program years and any proposed
exPe_ndltur,es or the succeeding tw% pr% ram years, in_such
detail as is determined necessary by the entity selected to
prepare this Rortlon of the plan pursuant to section 103(bXIXB)
and to meet the requirements ofsection 108 )
_(7) a description of methods of complying with the coordina-
tion“criteria contained in the Governors coordination and spe-
clal services plan; , , , _

8) It there is more than gne service delivery area in a sln(%le
labor market area, provisions for coordinating particular
aspects of Individual service delivery area programs, includ-

| —
(A& assessments of needs and problems in the labor
market that form the basis for program planning; .
(B? provisions for ensu,rlng access by program partici-
pants In each service delive % area to skills training and
employment opportunities throughout the entire “labor
market; and . , ,
(G coordinated ordomt implementation of job develop-
. ment. placement, and other employer outreach activities;
(9) fiscal control, accounting, audit'and debt collection proce-
?ures to assure the ﬂr_op_er dlsbéjrsal of, and accounting for,
unds received under this title; and o
(1C) procedures for the preparation and submission of an
annhualreport to the Governor which shall include—
(A) a description of activities conducted during the pro-
gram year, .
B) Characteristics of participants: and _
C th(F extent to which the activitjes exceeded or failed to
meet relevant performance standarads. ,
ca_ If changes in labor market conditions, fun,qu,
require substantial deviation from ait approved job training plan,
the pnvat_e_mdustrgl council and the ap%ropﬂate chief elected offi-
cial or officials (as described in section 103(d) shall subm it a modifi-
cation of such plan (including modification of the budget under
subsection (b'<6)). which shall"be subject to review in accordance
with section 195,

REVIEW AND APPROVAL OF PLAN

Sec. 105 faXl) Not less than 120dags before the beginning of the
first of the two program years coveréd b theHoa training” plam—
(A) the proposed plan or summary thereof shall be published;

ysuch plan shall be made available for review and comment

i) each house of the State legislature for appropriate
referral; ) ) ,
(1) a?proprlate local educational and other public agen-
cies'in the service delivery area; and ,

(|||’) labor organizations in the area which represent
employees having the skills in which training is proposed;

na .
(brfsuch plan shall be reasonably available to the general
ublic through such means as public hearings and local news

(Z)Parqr{leltlﬁﬁ'al plan, o a sum m,ar¥

thereof, shall be published not
later than 80 days before the first of the two J)rogram, ears and
shall be submitted to the Governor in accordance with section

[9%]

103(dX2). Any modification shall be published nut later than 80 days
before it is effective and shall be submitted to the Governor n
accordance with such section. , o -
bxl) The Governor shall apﬁrove the job training plan or modifi-
cation’thereofunless he findsthat— =~ , _ ,
(A) corrective measures for deficiencies found in audits or in
meeting performance standards from vErevmus years have not
been taken or are not acceptably under aY;
B) the entltY proggsed to a rﬂlngster he program does not
haVe the capacity to administer the funds:

t ;
(C) there are inadequate safeguards for the protection of funds

re Bve ; . . .
% thé plan (or modification) docs not complg with a particu-
lar provision of provisions of this Act or of régulations of the
Secretary under this Act; or ) )
(E) the plan (or modification) dogs not comply with the crite-
ria_Under section 12Kb) for coordinating activities under this
Act with re'alcd progra activities.

(2) The Governor s

(or modification) withjn 30 days after the date that the plan {or
modificatjon) is submitted, excegt that if a Petmon is filed under
paragraph (3) such period shall be extended to 45 days. Anz disap-
proval by the Governor may be appealed to the Secrefary, who shall
make a Tinal decision of whether the Governor's disapproval com-
plies with paragraph (1) of this subsection within 45 days after
receipt of the appeal.

e
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I3XAg Interested parties may petition the Governor within 15days
?hfthe fafte ofsubmission for disapproval of the plan or modification
ereof if—
(Uthe partY can demonstrate that it represents a substantial
clignt interest. ) o
lii" the party took appropriate steps to present its views and
seek resolution ofdisputed issues prior to submission of the plan
to the Governor, and . , o
(i)~ the request for disapproval is based on a violation
statutory requirements. . L

BT the Gr_ernorapproves the plan (or modification), the Gover-
nor shall notjiy the petitioner in writing of such decision and the
reasons therefor, , . , )

icxl) If a private industry council and the appropriate chief
elected official or officials fail to reach the agreement required
under section 103fb) or Id) and, as a consequence, funds for a service
delivery area may not be made available under section 104 thep the
Goverrjor shall rédesignate, without regard to sections 101 (ak4) and
icxl). the service delivery areas in the State to merge the affected
area into one or more other service delivery areas, in order to
promote the reaching of agreement. ,

2) In any State in which service delivery areas are redesignated
under pardgraph il), private industry councils shall, to the extent
necessary for the redesignation, be teconstituted and job trainin

lans modified as requifed to complY with sections 102 and

crvices under an approved plan shall not be suspended while the

council is reconstituted and the ’Elan is modjfied.

In any case in which t

plan (or modification! shall be submitted to the Secretary for

approval. For the Rurpose of this subsection, the Secretary ‘shall

have the same authority as the Governor has under this section.
PERFORVIANCE STANDARDS

_Stc. ICfi. ja' The Congress recognizes that job training is an
investment in human cdpital and nut an expense. In order to
determine whether that mvestment has been productive, the Con-
gress linds that— o , ,
(It s essential that criteria for measuring the return on this

investment be developed; and ,
2) the basic return on the investment is to be measured by
the Increased em Iogment and earnings of participants and the
reductions in welfaré dependency. o

(bxl) The basic measure of performance for adult training pro-
?rams under title 11 is the inc.ease in employment and earnings and
he reductions In welfare dependency resulting from participafion in
the program. In order to determine whether these basic measures
are achieved, the Secretary shall prescribe standards on the basis of
appropriate factors which” may include (A) placement in unsubsi-
dized employment, (B) retention in unsubsidized employment. (Cl
the increase’in earnings, mcludmg hourly wages, and (D) reduction
in the number of individuals and families receiving cash welfare
payments and the amounts of such payments.

(2) In prescribing standards under this section the Secretary shall
also” designate facCtors tor evaluating the Perfor,mance of youth

—

programs which, in addition to af)propnate utilization of the factors

described in paragraph (1). shall be Al attainment of recognized

employment competencies recognized by the private industry coun-

cil. (’ES) elementary, secondary, andé)ostsecondarY school completion,

or the equivalent thereof, and (C) enrollment in other training

programs or apprenticeships, or enlistment in the Armed Forces.
(33The standards shall include provisions governing—

of

e service delivery area is a State, the

[A) the base period priorto program participation that will lie .

sed, . . -
IB) a representative period after termination from the pro-
gram (hat is a reasonable Indicator of postprogram earnings
and cash welfare payment reductions: and ,

IC) cost-effective methods for obtaining such data as is neces-
sary 1o carrry out this section, which, notwithstanding any other
provision of law, may include access to earnings records. State
employment security’ records. Federal Insurante Contributions
Act records. State aid fo families with dependent children rec-
ords. statistical sampling techniques, and similar records or

asures. . .
(4)mfene Lgecretary shall prescribe performance standards relating
gross&r_og_ram_expend|tures to various performance measures..

<> Within six months alter the date of the enactment ui this Act,
the Secretary shall establish initial performance standards which
are desuzned to contribute to the achievement of the performance
goals set forth in subsection ibxI), based upon data accumulated
under the Comprehensive EmPloyment and Training Act, from the
National Commission for Employment Policy, and from oiher appro-
Erlate sources. In the development of the “initial standards under

=

his subsection, the Secretary shall relate gross program expendi-
.E”T)S to the accomplishment nl program goafs set forth' in subscitiun
xI).
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[dX1) The Secretary shall, not later than January 31 1084 Pre
scribe performance standards for the first program ¥ear under this
Act to measure the results of the participation in the program to
achieve the qoals set forth in subsectjon (bxI) based upon (he initial
standards established in subsection ic). _

QZ _The Secretary, not later than six months after the completion
of the first two program years, shall prepare and submit a report to
the Congress contammﬁ,the performance standards established
under paragraph (1) of this subsection, together with an ana|¥5|s of
the mannef in which the performance standards contribute to the
achievement of the goals set forth in subsection ibx [), including the
r%Iaalgwe importance ‘of each standard to the accomplishment of'such

13 The Secretary shall prescribe variations m(i),erforma,nce stand-
ards for special populations to be served, including Native Ameri-
cans. migrant and seasonal farmworkers, disabled and Vietnam era
veterans, including veterans who served in the Indochina Theater
between August 5 1964 and May 7. 1975. and offenders, taking
into account’their special circumstances.

(4XA?]The,Secretap{ may modify the performance standards under
this subsection not more often than once every two program years
and such modifications shall not be retroactive.”

ng The _Secreta% sh,?,ll {J,re are ang submn&a report to the Con-
ress containing any modifications established under suoparugrapn
A), and the reaSons’lor such modifications. _

(e?1 Each Governor may prescribe, within parameters established
by'the Secretary, variations in the standards under this suosection
based upon specific economic, geographic, and demograpnic factors
n the State and in service delivery areas within ‘he State, the
characteristics of.Ahg population to be served, and the ivpe of
services to be provided. = " .

in The National Commission for Employment Policy shall II'
advise the Secretary in the development of performance standarcs
under this dse,cnon for measurmP results of parpmpano_n_m Joo
tramlng and Iin the development of parameters lor variations of
such standards reftrrcd to in suDsecuon lei, i2) evaluate the useful-
ness of such standards as measures of desired performance, and i'h
evaluate the |m8a,cts of such standards ||ntcnaed,[?r otherwise' on
the cmmce of who s served, what services are provided, and the cost
ofsuch services in servmedelwer_)() areas,
lg) The Secr_etarY shall prescripe performance standards for pro-
8ra $ un?er title 111 based on placement and retention in unsuDsi-
1z0 emﬂoyment. _ _ _
IhxDThe Governor shall provide technical assistance to urograms
which do not megt [chnorm,unce criteria. If the failure to"men
performance standards persists for a second year, the Governor
shall impose a reorganization plan. Such plan may resiructure the
private ‘indu'hry council, prombit the use of demgnated service
providers or make such other changes as the Governor deems
necessary to improve performance. The Governor may also select an
alternaté entity to administer the program for the service delivery

rea.

(2) The alternate administrative entity mav be a newlv formed
private industry council or any agency jointly selected by the Gover-
nor and the chlﬁfelected off\mal of the largést unit of general local
government in the service delivery area. , ,

3) No _change may. be made upder this_subsection without an
opportunity fof a hearing before a hearing officer.

4) The decision of the Governor may bé appealed to the Secretary
who'shall make a final decision within 60days of the receipt of the

appeal.

S ECTION OF SFRCE FROVICERS

Sec, 107 la) The primary consideration in selecting agencies or
organizations to deliver services within a service delivéry area shail
be” the effectiveness of the agency or organization in' delivering
comparable or related services based on demonsirated performance
in terms ofine likelihood of meeting performance goals, cost, quality
of training, and characteristics of part|0|f)ants._|n complying wuh
Ems ubsectl_on_dproper consideration shall be given to community-
ased organizations as service providers ,

ibi Funds Erowded under this Act .-hall not be used to duplicate
facilities or Services available in the area iwuh or wnnout reim-
bursement) from Federal, State, or Jocal sources, unless n ISdemon-
strated that alternative services or facilities woulj be more ctfective
8éar|rs10re Iikely to achieve the service delivery areu s performance

Ic? Appropriate education accncies ir, the service delivery area
shall be ‘provme-Xho opportunity to provide educational services
unless the ndmini-".ralive cnniy demonstrates that alternative agen-
cies or.orqnmz uuns would be more vifeClive ur would have greater
potential to enhance the participants viinlinin-il ocinp.iiion.il anf]
career growth.

Il The niloniiMhitivo etihlv shqll ot Irm any *Min.iliitnl
sKill raining- piogr.nu unfess IR deve SNl p¥nuitrd In"int-
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procram are in accordance with guidelines established by the pri-
vate industry council.

LIMITATION ON CERTAIN COSTS

Sec. 103 1a) Not more than [ii percent of the funds avajlable to a
service delivery area for any fiscal year for programs under part A
of title 1l may be expended for the cost of d&dminjstration. For
purposes of this par,agraPh, costs (if program support Fsuch as.coun-
seling; which are dirgctly related to the provision of education or
training and such additional costs as may be_attributable to the
development of training described” in section 204(23) shall not be
counted as partof the cast ofadministration. , )

ﬁbull Not more than, SOPercenI of the funds available to a service
delivery area forany fiscal year for programs under part A of title 1l
mal?/ be expended for administrative costs las defined under subsec-
tion lanand costs specified In paragra h(2f)]. o

2XAl For gurposes of paragraph tl), the costs specified in this
paragraph are— _ . .

\il 50 percent of any work experience expenditures which
meet the requirements of paragraph (3L ,

;1) 100 percent of the cost 0f any work experience program
xpenditures which do not meet the requirements of paragraph

tjii sugé)ortwe services;and, ,
fiv) needs-based payments described in section 204(27).
8 or purposes of paragraph (1),
par,a%raph do not include expenditures for tryout employment
which meets the re%mrements ofsection 205QdX3X )
[3)  For purposes of paragraph (2). a wo
meets the requirements of this paragraph if—
_tAl the work experience is of not more than 6 months' dura-
gPanmand-ls comomed with a classroom or other training pro-

in any other work experience program (oilowing participation
in_a ‘program meeting the requirements of this paragraPh;
iC)_the classroom of other trammg program component Is
specified in a preemployment contract or meets established
academic standards; Hnd ,
. iDiwages paid In the work experience program do not exceed
ihe prevailing entry-level wage for the samé occupation in the
. same labor marlietarea, _
_icxIl Notwithstapding subsection ibj. expenditures may be made
in excess of the limjtation contained in such subsection If such
exgen?_ltures are made in accordance with the requirements of this
subsection.

Expenditures may be made in excess of the limitation con-

2
tal(nzzd,llsubsectlon Ib) in ng service delivery area If—
) the private indu tr%/ council for such area initiates a
request for such excess costs; and ,
iBi excess costs are due to one or more of the following
conditions in such area:

(q an unemployment rate (in the service delivery area or
that portion within which services resulting in excess costs
are to be provided) which exceeds the national average
unemgloglment rate b){ at IeaFI 3percentage Eomts, and the
ratio of current private employment to popUlation in such
ared of portion is less than the national average of such
(i) the job training plan for such area proposes to serve a
disproportionately high number of participants from
groups requiring exceptional supportive service costs, such
as handicapped individuals, including disabled veterans,
orI]f_?gders. and single heads of households with dependent
children;

ifi) the cost of providing. necessary child care exceeds one-
ha(l,f%)}the COStS Epecmedgln ,paragr%ph (2)ofsu%sect|0n (b);

(iv) the “costs “of providing necessary transportation
exgeedts onﬁ)-thlrd of the costs Specified in" paragraph (2) of
subsection Ib): or _ - .
_IvI a substantial portion of the participants in programs
in the ‘crvice delivery area are in training programs of 9
months' duration or niore,

Expenditures m,a¥ be made in excess of the limitation con-

3
1a|(ngd in subsection 1b) If the need lor and the amount of the excess
is stad a in (he job training plan (or modification thereof) for the
service celivery area and sich plan demonstrates that administra-
tive co'is comply with fsubsecn n ga‘) ofthis section. ,

41 The provisions of this subsection shall not be available To the
extent (hat supportive services provided under the job training plan
duplicate services provided by ‘any other public or private Source
that art- available to participants without cost.

" 6B

the costs specified in this

k experience expenditure

“18) an individual participant is prohibited from participating

- .;r:'_

LAWS AND REGULATIONS

(S) . The Governor shall not disapprove any Plan (or modification
thereof) on the basis of any statement of the need for and amount of
excess costs in the job Iraln,lnsg lan if such plan or modification
meets the requirements of this Subsection. ,
ﬁd) The provisions of this section do not a(ﬂ)_ly to any service
de |verF/1_area desi naufd 8ursuantto section 1 |ax4XAX|||§W.
(e) This section Shall not be construed to exemptpro%ra
on ?,ppr%%d plan from the performance standards estab
section 106.

s under
ished under

Part B— Additional State Resporsibilities

governor 3 coordination and special services plan

Sec. 121 SaXI)_The Governor shall annuallﬂy prepare a statement

of ﬂoals ang objectives. for jop trammrq and placement program

within the State’ to assist in" the preparation of the plans require

under section f this Aﬁt and section o of the Act of June 6,
(known as the Wagncr-Peyser Act). .

2) Any State seeking financial assistance under this Act shall
submit @ Governor's coordination and special services flan for two
program Years to the Secretary describing the use of all resources
provided to the State and its service delivery areas under this Act
and evaluatlnq the exFerlence_over the preceding two years.

(bXI) The plan shall establish criteria for coordmatmr%; activities
under’ thjs Act (including title HI% with programs and services
provided by State and local educatioh and training agencies (includ-
ing vocational education agencies), public assistance agencies, the
employment service, rehabilitation agencies, postsecondary institu-
tions. economic development agencies, and such other agencies as
the Governor determines to have _ direct interest in employment
and tr_ammq and human resource Utilization within the State; Such
criteria shall not affect local discretion concerning the selection of
ehglble participants or_service providers in accordance with the
provisions of sections 107and 203 ,

(2 The plan shall describe the projected use of resources, includ-
ing oversight and support activities, priorities and criteria for State
inCentive “gTants, and performance goals for State supported

rograms.

P (§ The Governor shall report to the Secretary the adjustments
made in the performance standards and the factors that are used in
making the adjustments. -~ .

(4L1f major changes occur in labor market conditions, funding, or
other factors during the two-year period coverid bdv the plan, the
Sﬁate shall submit @ modification to the Secretary describing these
changes.

. (c)g Governor's coordination and special services activities may
include— , , . . .

(1) making available to service delivery areas, with or without
reimbursement and upon r.eclu,est, appropriate information and
technical assistance to assist in developing and implementing
plansand programs; L

(2) carrying out special model training and employment pro-
grams and rélated services (including programs receiving finan-
Cial assistance from private Sources); .

(3) providing Programs and related services for offenders and
ofhér individuals whom the Governor determines require spe-
cial assistance; , ,

(4) providing financial assistance for special programs and
services demgned to meet the needs of rural areas oufside major
labor market areas; o ,

f(5) providing training opportunities in the conservation and
efficient use of-energy, and the development of solar enerey
sources as defined in"section 3 of the Solar Energy Researcri.
Deyvelopment and Demonstration Act of 1974;

6) Industry-wide tra_mmg; ,

activities under title Tll of this Act; .

_(8)developing and providing to service delivery areas informa-
tign’on a Siate and local area basis regarding économic, indus-
trial. and fabor market conditions; s .

(9) providing preservice and inservice training for planning,
management,and delivery staffs of administrative entities and
private industry councils, as well as contractors for State sup-
ported programs: and , , o

(10) providing, statewide ﬁro rams which provide for joint
funding of activities under this Act with services and activities
under other Federal. State, or local employment-related
proj*ams, including V.-terans” Administration proj*ams.

ld) A'Governor's cooni'nanon and special services plan shall he
apprnved by e Secretarv unless the Secretary determines that
the plan docs .at comply with specific provisions of this Aci
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ance under
council (hereinafter in this section referred to as thé "State coun-
%gfbﬁmdmg for the council shall be provided pursuant to section

sha
person. In"making appointments to the State council, the Governor
shall ensure that the membpership of the State council reasonably
ref)resents the population ofthe State.

as |
and. to the extent appropriate, open and accessible to the general

n2%8%

B

mi 1 " _
M7A
JOB TRAINING

OTATE JOB TRAINtNO COORDINATING COUNCIL

Sec 122, gaxl) Any State which desires to receive financial assist-
hisActshall estab’-.ah a State job training coordinating

(Zﬂ The State council shall be apgointed by the Governor, who
designate one nongovernmental member thereof to be chair-

3)The State council shall be composed as follows: )

One-third of the membership of the State council shall be
representatives of business and industry (includin aPnculture,
where appropriate) in the State, including individua
representatives of business and industry’ on private industry
councils in the State. )

Not less than 20 percent of the membership of the State
council shall be representatives of the State legislature and
State agencies and organizations, such as the State educational
agency, the State vocational education board, the State adwsorx
council on vocational education, the State board of educatio
(when not otherwise represented).,State public assistance agen-
cies. the State employment secutity agency, the State rehabili-
tation agency, the State occupational information coordinating
committee. State postsecondary institutions, the State economic
development agency, State veterans' affairs agencies or equiva-
lent. and such” other agencies as the Governor determines to
have a direct interest m_emplosyment and training and human
resource utilizatjon within the State. )

C) Not less than 20 percent of the membership of the State
council shall be representatives of the units or consortia of units
ofh,g%neral Ié)ca,l ,g(t)vet[nmen%,t[n such Stz%te (mc&udqﬁ,th’&)ste)
which are administrative entities or grantees under this Ag
which shal[%e nominated by the chmfelgcted of?mals of the units
or consortia of units of general local government; and

D) Not less than 20 percent of the'membership of the State
council shall be representatives of the eligible population and
of the general public, re,i)resentanves of organized labor,
representatives of community-hased organizations, and repre-
sentatives of local educational agencies (nominated by local
educational agenc_les)n. ) ,

(4?The State council shall meet at such times and in such places
deems necessary. The meetings shall be publicly announced

c

ublic.
p(5{)The State council is authorized to obtain the services of such
rofe

ssional, technical, and clerical personnel as may be necessary

0 carry outits functions under this Act

6) In order to assure objective management and oversight, the

Slate council shall not operate Prog_rams or provide services directly
to eligible participants, butsha
maonitor the provision ofsuch programsan

[ emstsole(ljy to plan, coordinate, and
SEIVICes.

The plans and decisions of the State council shall be subject to

apFrova! by the Governor.

b) The State councilshall— o , ,
(1) recommend a Governor's coordination and special services
an; . .

p(2) recommend to the Governor substate service deliver

aréas, plan resource allocations not subject to section 2021&5.

Prowde management guidance and review for all programs in

he State, develop appropriate linkages with other programs,

coordinate activities with private industry councils, and develop
the Governor's coordination and special ‘services plan and rec-

ommend variations in performance standards; N
(3) advise the Governorand local entities onjob training plans

and-certify the copsistency of such plans with criteria unaer the

Governor's coordination dnd special services plan for coordina-

tion of activities under this Act with other Federal. State, and

local em onment—related,programs, including programs oper-

ated in designated enterprise zones; ,

<A review the operation of programs conduc,ed in each serv-

ice delwerg area, and the availability, responsiveness, and ade-

uacy of State services, and make recommendations to the

ovérnor, appropriate cniefelected officials, and private indys-
try councils, service providers, the State legislature, and the
general public with respect to ways to imprové the-effectiveness
ofsuch programs or services;

la) review and comment on the State plan developed for the
State employment service agency; ,

Itq_ make an annual report to’the Governor which shall be a
public document, and issu” such other studies, reports, or docu-
ments as it deems advisable to assist service delivery Breas in
carrying out the purposes of this Act; ,

iT1AT" identify, In" coordination with the appropriate State
agencies, the employment and training and vocational educa-

s who are'

91:0017
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tion needs throughout the State, and assess the extent to which
employment and training, vocational education, rehabilitatjon
services, public assistance, economic development, and other
Federal, State, and local programs and services represent a
consistent, integrated, and coordinated approach to meeting
such needs; and

IB) comment at least once annuzllé on the measures taken pur-
iuan/&tg secgon 113(b)(9) of the Carl 0. Perkins Vocational Educa-
ion Act: an

8). review plans of a]l State agencigs providing employment,
training, and related services, and provide comments and_fec-

ommendations to the Governor, the State legislature, the State
agencies, and the appropriate Federal agenciés on the relevancy
and effectiveness ofemoloyment and training and related rerv-
ice delivery systems in the State. o ,

() In aadition to the functions described in subsection (b), the
Governor may. to the extent permitted by applicable law. transfer
functions which are related to functions under this Act to the
counci| established under this section from any State coqrdinating
committee for the work incentive program under title fV of the
Social Security Act or any advisory council established under the
Wagner-Peyser Act.

STATE EDUCATION COORDINATION AND GRANTS

CSn\ 123 IaR The sums available for this section pursuant to sec-
tion 2020bI(Ll shail be used by the Governor to provide financial
assistance to any State education agency responsible tor educa-
tion ana training- , o -
ill to provide services for eligible participants through
cooperative agreements between such State education agency
or a%enues, aarmnistrative entities in service delivery areas in
the State, ana iwhere a _pro,pnate? local educational agencies;

D) to facilitate coordination of education and training ser-
vices for eligible participants through such cooperative
agreements; ana

Ell to provide—

A) literacy training to vnuth and adults: o

Ul dropout nreventioo-aad-rcggroilment.secvicesLia-vouLb.
Living_tmnIv to.yquth -sin mr« . kjifbecein:ng iirontmla:

ICIT State-wme <arolHrwa._trabition Qo im
vruti-trin ajAv”er-Consistent wttn section JUoteE.ur

<Dj_anv commnationoi the activities describeu in suhpara-

.gniﬁ.ni iXELDj— mf% fiyTKiTnarcgraoh] .
Ibi” The cooperative agreements aescnoea in subsection la) shall
Prowde lor the contribution by the State agency or agencies, and
he local educational aoency {I anvi. of a tofal amount equal to the
amount provided, pursuant fo subsection laill). in the grant sub-
ject to such agreement. Such matching amount shall not be pro-
vided from funds available under this"Act. but may include the
direct cost of employment or training services provided by State
or local grograms.. . . _

[cllll Funds available under this section may be used to provide
education and training, including vocational” education services,
and related services to participants under title 11 Such services
may include services for offenders, veterans, and other individuals
whom the Governor determines require special assistance.

(2KA) Not more than 20 percent of the funds available under
Ihl)s section may be spent for activities described in clause (2) of
subsection IaT

iBI Funds available under this section shall be used for clause
1B of the Federal share_ m' the cost of carrx{]l,ng out activities de-
scribed in such clause. For the purpose of this sublparagraph, the
Federal share shaiJ be the amount provided for in the cooperative
agreements In suosection ibi, . o

13 Not less than 7 percent of the funds available for activities
under clauses IMland ﬂ of subsection lai shall be expended for ac-
tivities for economically disadvantaged individuals.

f no cooperative agreement is reached on ihe use of funds
under this section, the funds shall he available to the Governor for
use in accordance with section 121

TRAINING PROCRAMS TCROLDER INDIVIDLALS

Sec. 124 (a) From funds available for yse under section 202(bX2),
the Governor is authorized to provide for job training programs
which are developed in conjunction with Service delivery areas
within the Stale and which are consistent with the plan“for the
service delivery area prepared and submitted in accordance with the
provisions in section 1UL and designed to assure the training and
ilaccment of older individuals in "employment opportunities” with
private business concerns.

2
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100 BUSINESSWEEK , SEPTEMBER 19. 1986

Who willdo America>swork as
the demand for skilled labor
outstrips a dwindling supply?
The U. S. has lostmuch ground
to competitors, and investing
inpeople looks like the way to
retake it. After years of
neglect, the problem ofhuman

capital has become a crisis

ILLUSTRATIONS BY RCSS MACDONALD

Take a trip back to what
may be our future. It is
_ _ _ the 1851 industrial exhi-
j b it i o n atthe Crystal
T Palace in London. ‘Brit-
ain is the dominant
world power. The U.S.
IS No. 2 in industry and
_ _ catching’ up fast
Made-in-America reapers, muskets, and tools are
the marvels of the show. British businessmen are
amazed at what they see. Products are assembled
from complete!}/ mterchang%eable_ parts. Here s
true mass production for the first time. So_ im-
pressed are they that they name it "the American
system of manufacture.”” = o
Worried delegzatlons_of_Br_ltlsh industrialists set
sail to investigate. Their findings? American manu-

SPECIAL REPORT



facturing prowess is in large part due to a highly
educated work force. The Yankees have an aston-
ishingly high literacy rate of 90% among the free
population. In the industrial heartland of New En-
gland, 956 of adults read and write. In contrast,
jﬁjt two-thirds of the people in Britain are literate.
Now Zip ahead a century or so to the
1980s. The U. S. is the dominant world power, and
it is Japan that is No. 2 and elor!ng fast American
CEOCs marvel at the quality of .apanese products
flooding their markets. They make pilgrimages to
Tokyo. Their findings? Manufacturing superiority
is being forfeited to the Japanese. Ard yes, once
again, behind the success in manufacturing prow-
ess lies a better-educated v/ork force. In 1988, Ja-
pan's functional literacy rate is better than 957°. In
America it's down to about 80%.
llliteracy is but a symptom of the larger problem

SPECIALREPORT

afflicting the U. S. economy. The $150 billion yearly
trade deficit and a foreign debt of half a trillion
dollars reflect the inability of a large percentage of
the American work force to compete effectively in
an'integrated world economy. "Much of the success
of Japan stems from the fact that its blue-collar
workers can interpret advanced mathematics, read
complex engineering blueprints, and perform so-
phisticated tasks on the factory floor far better
than blue collars in the U. S.," says Merry |. White,
professor of comparative sociology at Boston Uni-
versity and author of The Japanese Educational
Challenge.

America, in short, has been scrimping on human
capital. After trying to solve its serious competi-
tiveness problems by pouring hundreds of billions
of dollars into capital equipment, the country is
discovering that it has been blindsided when it

BUSINESS WEEK/SEPTEMBER 19,1988101
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comet to workers. Corporate restructur-
ing and a sharply cheapened dollar may
have arrested the economic decline, but
investing in people is turning out to b
the only way to reverse it = _

Socigty's Tailure to invest is alresiy
haunt,ln? the L o
Chemical’ Bonk in New York must inter-
view 40 applicants to And one' who can
be successtully trained as a teller. And
1B Corp. discovered after installing mil-
lions of dollars worth of fancy comput-
ers in its Burlington (Vt) factories that
it had to teach “high-school algebra to
thousands of workers before they could
run them. - .

BU|_Id|n(]; up.human capital is becoming
a_natignal priority. After years of né-
glect, it has Anally entered” the political
arena, at least on the rhetorical level.
Just listen to the messages being broad-
cast by both Presidential candidates.
“‘Vho will be the “Educatio:; President?"
Who will do the most to train workers or
provide child care to working mothers?

Those messages are. long overdue.
More than two centuries ago, Adam
Smith pointed to the improvement in the
skills of workers as a critical scurce of
economic progress and a means of rais-
ing living standards. Wrote Smith in The
Wealth ofNations: “A man educated at
the expense of much labor and time to
any one of those employments which re-
quire extraordinary dexterity and skill
may be compared fo one of those expen-
sivé machines,” _ _
sabsolutely CRUCIAL’ The evidence is
overwhelming that people, not ma-
chings, are thé driving force behind eco-
nom&gromﬂh. In the period from 1943
to 1982, the nation's gross national
product increased at an annual rate /
of 32%. Edward Dennison, an
expert in growth economics,
Ands that one-third of that
gain was caused by the in-
Crease in the education level
of the U.S. work force and
about half the growth was
the result of technological in-
novation_and increaséd know-
how, which also depend on edu- V
cation. But just 15% of the total
increase was the result of more cap-
ital equipment.

While Washington has beer, hell-bent
on throwing incentives at business to
increase spending on plant and equip-
ment, outlays fof human capital in the
Past 15 years have lagged behind. In
he period from 19%597to 197.1, total
spending per student in public and pri-
vate elementapl and high schools ?<
at a brisk 4.7% a_year, after adjust-
ing for inflation. That was more than a
full percentage point above the robust
3671 rate of increase In the G\P and

102 BubINESS WEEK/STPIVBRR K. 1983

even a smidgen hlgher than_ what busi-
ness spent on plant and equipment But
from 1971 to 1986 things, changed drasti-
cally. Dollar* for education ircreased at
a rate of just 2.7% in real terms, the

same rate ‘as ONP growth but 15 per

for capital investment,

And a good part of the money spent
on education has not gone to thase who
teach the nation’s young. Excluding ad-
ministrative and capital cost from school
budgets, from 1959 to 1971 teachers' sal-
arieS after inflation increased at a 28%
annual rate. But then, even as interna-
tional competition started to heat up,
teachers’ salaries nose-dived, falling by
1.2%%a year until 1985. They've bounced
back a it since, but in real terms, sala-
ries are barely above their 1971 level.
Small wonder that toP-notch college
graduates are not attracted to teaching.

True, the U. S spends plenty on edu-
cation: $185 billion a year ori prima
and secondary schools ‘alone, When col-
leges and universities are added in, the
figure soars to $310 hillion—more than
isSpent on defense. American universi-
ties are the best in the -

world, but elementary end high schools
are another story. The U.S. gets a lot
less for its education buck than do Jaiaan
and Europe. U.S. students attend class
180 days a vyear. French and German
kids ga 220 days, and Japanese children
spend 240 days in school a year. Ameri-
can high school students Score helow
both their foreign counterparts in inter-
national math and science, tests. They
test two to three years behind the Japa-
nese, neatly matc mg} the difference in
time spent”in school Trom kindergarten
through high school. Worse,_ half of the
kids in inner-city public high schools
drop out “The issue is not money, it's
competent use of money,” says Pat
Choate, director of TRw Inc.'s Office of
Policy Analysis. "Janitors in New York
City 'schoolS make more than teachere.
Education systems are patronattye_ 5Y5-
tems: CommunltE hoards give out jobs.”
secofto ritSfta. Educating America’s fu-
ture work force reaches heyond the
classroom. A fourth of all children bom
in the U.S. will be on welfare sometime
in their lives. A quarter of all American

WHITE MALES NOW

DOMINATE THE JOB MARKET
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children are bom out ot wedlock, and
42% of them will live in a single-parent
family before they reach their eigh-
teenth birthdays. As a result, education
often_plays second fiddle to the more
pressing Needs of S'irvival. _

The once-pervasive family role in edu-
cation aPpears to be seriously eroding.
With_both parents in most families now
Worka], the question of wha's reading
to the three-year-old and checking up on
Junior's %eometry homework is “becom-
ing a national concern. In Japan the
mother plays such a strong role in teach-
ing her children that she is known as
“education mama." Here, the “education
mama" is vanishing—and "education pa-
pas” aren’t taklnq_up the slack.

One hig exception is in the Asian-
American community. “This year, 22% of
MTs freshman class is Asian-Ameri-
can,” says Lester C. Thurow, dean of
the Sloan School of Management at Mas-
sachusetts Institute of Technology. “The
big reason for Asian-American”success
in"public schools i? family; family means
some parent telling you that education is
|m£ortan_t" _ o

t a time when jobs require higher
levels of math, science,
and literacy than
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ever before, the economy is becoming
increasingly dependent on the groups
that often receive the poorest education.
Between now and the year 2000, more
than half of all new workers hired will
be minorities, nearly three times the cur-
rent figure. Blacks and Hispanics have
the highest school drop-

out rates in the coun-
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try and lag significantly behind the na-
tional average on test scores.

But there is hope. The needs of the
American workplan and the neads of
the disadvantaged may bo merging for
the first time in recent’history. The drive
to raise productivity and. inCrease inter-
national competitiveness is transforming
the debate over social equity into a dis-
cussion about economic growth.
mB\ia\ MIQLICT. The "Reagan yeara
were an understandable reaction fo the
free-flowing social spending that ear-
marked the 1960s and 1970s. The nation-
al focus shifted to restructuring indus-
try, deregulating the economy, and
pérsonal advancement In the 1980s, pro-

rams for the bottom half of society got
ne deepest cuts. 1t wasn't all “welfare,”
either. The Labor Dept’s manpower
training programs were hit hard as welL

Those cutS in training could not have
been timed worse. “The split between
the top half and bottom half in society
has been widening for the past decade,
no matter how you cut the data,” says
Harvard University’s Richard B. Frée-
man, “The educated, the skilled, and peo-
ple in certain industries and jobs have
done well. The rest have not™ This in-
equality can only worsen if the human-

capital deficit’h not solved. The inter-

nationalization of the economy in
the 1980s pitted the U.S. [abor
force a(]zamst workers around
the world. The results? “Trade
has killed the earnings pros-
, pects for less educated peo-
ple,” says Freeman. “They
must compete with lower-wage
people overseas. As long as we
trade with Korea, the 1éss edu-
cated will have a problem.”
That, comlgetltlon has proved
devastating. From 1959 to 1986,
&/ earnings for young men who quit
_ high school fell” by 26% adjusted for
inflation., Even hl%h-school rads saw
their earnings drop by %% while those of
college graduates rose by 6%

In"the_final analysis, wage gains and

losses mirror what’is happenln[g to work-
roductivity. The huge decline in the
merica’s “unskilled labor
force shows that It is no_Ion?er com:
petitive in the international econo-

oy, ek

productivity abroad b soaring. This
could signal major losses n the
battle for world markets, The U. S.
may now be entering an era when
neglect of the bottom half of soci-
et¥ begins to threaten the welfare
" the €Dtire nation. . _
In the following articles the editors
) NESS week lay qut the dimen-
sions of the human-Capital crisis—and
what the country must do about it
Iy Bruce Nusebaum in New York
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WHERE THE JOBS ARE
IS WHERE THE SKILLS AREN'T

Abs w ork becom es m ore know ledge-intensive,

In a dynamic econ-
omy there ib al-
ways a gap be-
tween job demands
and worker skills,
Through most of
its hlstorr)]/, the
U.S. has managed to keep that gap
small. But not anymore. The nation is
facing a monumental mismatch between
obs and the ability of Americans to do

em.

Unless the U.S. invests more to close
this human capital deficit, the economh/
will be shunted onto a lower growt
track. The drive to improve technology
and productivity could founder on™a
shortage of competent workers. There
will be a social price, too: Lower-skilled
minorities will find it harder than ever fo
land good jobs. The earnings differentia]
that already is ?rowm befween the top
and. bottom halves of the work force
could get even larger. The nation could
become further “polarized between
skilled and unskilled workers.
new yardstick. Three forces are com-
bining to produce the, IeaE_m the skills
the economy will require. First, te
ogy is upgradlng the work required
in"'most jobs. The modern workplace
needs people with high reading and
math capabilities, so millions of
{obs 0o unfilled while the army of
he unskilled remains unemployed
Second, job ﬂrowth will be Tast
mainly in" high-skill occupations.
Most “of these jobs will be in the
service sector. This kind of work
now requires knowledge that wasn't
necessary 20 years ago. .
. Finally, the’way in"which work now
IS beingorganized requires a complete-
ly new set of skills. As companies shift
from the old models of assembly-line /
Producnon to Japanese-style Work
eams, em _Ioz{ees will have to sharp- |
en their abilities to communicate.

A detailed look at how new
workers will match up against
new jobs befween now and the

ear 2000 tells the story (charg).

he Labor Dept has devised "a
method for measuring, on a scale of,
one to ste. the levels of reading, writ-
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rst, technol- ,,

em ployers

ing, and vocabulary needed to perform a
wide range of jobs. The Hudson Insti-
tute, an" economic think tank, has
matched the new {obs that the economy
will create against these scales. Here is
what they found:

_More than three-quarters of the na-
tion’s new workers will have limited ver-
bal and writing skills Sl__evels 1and 2.
But they will be competing for only 40%
of the new jobs. Most new jobs will re-
quire workers, who have solid reading
and writing skills, but fewer than one in
four new employees will be able to func-
tion at the needed levels. Retail sales,
for example, will be among the occupa-
tions providing the most new jobs. To fill
those jobs, most retail employees will
have to function at Level Three. They
will have to write up orders, compute
Prlce lists, and read merchandise cata-
0gs. Sound simple? Nevertheless, Hud-
son estimates that just 22% of the new
employees will be C

THE LOOM8NG

MISMATCH
BETWEEN-:
WORKERS
AND JOBS

>-&jr
ket

|
2%00 V\ordaé.y
Reading rate of 95
to 125Words per
minute, Adilityto
write sinple Sen-

tences

are fishing in a shrinking labor pool

able to function at Level Three or better.
For jobs in nursing or. management
the edicational ante is higher. Most of
these jobB, which often_Tequire more
than a"high-school education, need skills
at Level "Four or above: an ability to
read journals and manuals, write re-
ports, and understand complex termingl-
ogy. Just 5% of the new employees will
beé able to do that. .
daunting task. As many as 50 million
workers may have to be trained or re-
trained in the next 12 years—21 million
new entrants and 30 million current
workers. The most daunting task ahead
Is to educate and train the young work
force entrants. The decline In the num-
ber of 21- to 25-year-olds means that em
Bloyers now must dig deeper into the
arrel of the poorly “educated. And a
larger proportion of
new workers will be

-\
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minorities and immigrants, who tend/to
have lesa education and fewer skills;
than other employees.

Minorities are ‘the neediest of these
new workers. But as employers become
mcreasmqu dependent on them, minor-
ities are ‘1agging behind in readmg and
writing skills. And those already work-
ing tend to be stuck in occupations that
are disappearing, while few have jobs in
growing Industries (table, pa%e 108).

_As thie economy continues to expand,
big companies_are looking harder for
new workers But many miinorities with
low skills still aren't being hired. Last
year. Nynex Corp.'s New York Tele-
phone Co. had to test some 60,000, appli-
cants—many of whom were minorities—
to hire 3000 people. “There are lots of
people who still want jobs, hut they're
dropouts who aren’t “qualified,” says
Howard Harman. New York Telephoné's
director of employment. o

People who already are working will
need massive retraining to keep™ pace
with changing job requirements. They
are the 30 million who will need more
math and science to operate computers
and robots on the assembh{ lines or bet-
ter reading and writing skills to keep up
in the office. ] )

True, many companies'are-using tech-
noIoPy to replace’ workers—but™ those
emplOyees who stay on the job generally
.must improve,their skills. For Instancg,
New York Telephone has used new tech-
nology to help shrink its work force,

which now numbers about 50,000, com-
ared with 106000 in the early 19703

onetheless, the company has'been
forced to increase its in-house fraining
rapidly to upgrade the skills of its re-
maining workers. NYT has four technol-
ogy-learnln? centers where emFonees
are tau%ht 0 operate the handheld com-

uters that telephone repairers_use to
keep track of ‘orders. One five-day
course-retrains- skilled--splicing techni-
cians who install overhead telephone ca-
ble. “Before, they handled 100-pound
wire that was 6 inches In diameter,"says
Ray Bucaria, New York Telephone’s di-
"T— : rector of train-
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TAMto REMR
AsNew York
Telephone switches
tofiber optics, it's
rushing to retrain
workers—proofthat
the skills gap affects

ing. “Now they
must learn to use
fiber optics, which
means splicing
very delicate fi-
bers—ike a brain
surgeon, almost,"
growing num-
ber of companies

ﬂo_s, far as to
air'the'empkiyees

f their suppliers,
In the early 1906, ° |
Xerox Corp. found that its product quali-
ty was much poorer than that of . its
rivals. Management decided suppliers
were a hig gart of the problem. Xerox
reduced 1tS 3,000-odd suppliers to about

350 and raised tolerance standards

for parts it buys from them.
Xerox then hegan a program to
train its suppliérs in_Japanese-
style quality control. Typically, a
company employee trains the Sup-
plier's mana(t;ementL and the sup-
pber then frains its own work
force in the new methods. Xe-
rox_initially will train about
100 of jtS 350 sup?llers at
an estimated cost of $15
million. "Training suppliers
has become a permanent
part of the way we do busi-
ness," declares Robert
Fletcher, who manages ma-
terial quality assurance at Xe-
rox. Motorola Inc. goes fur-
ther It even trains its Suppliers'

suppliers' work forces.

_General Motors Corp. had to re-
train workers when it opened a new
truck plant a year and a half ago in
Fort Wayne, Ind. The plant does have
some spitfy new technology. But more
important, it has a new team-production

*longtime employees-..m
aswellas ncn-its
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system. Both workers and management

had to go through intensive

training in ?roup ynamics and

problemsolving t0 increase

manufacturing productivity.
,"Our_ﬁ)eople never heard of,

this until a few years ago,"

says Don Davis, the union

head of a OVIUAW {omt train-

ing program_in_Detroit. In all,

Fort’ Wayne’s 3000 employees

took 19 million_hours of train-

ing, mclude time_to leam the

new technology. That’s more

than 633 hours per worker.
Cor%nles_ are now spending

some $30 hillion a year on waorker

training. A lot of that money is go-

ing to"upgrade the skills of office

workers. Take Mary Ann Moscillo.

After her father died, she dropped

out of school at 16 to work as a clerk

in the mail room at Blue.Cross/Blue.

Shield of Massachusetts. She wasn't

able-to advance on the job for almos a

decade. Then she enrolled in a remedial

education program run and paid for by

Blue Cross, and she learned reading; |

math, and history. Armed with a new J-

high school diploma, Moscillo has had / w

three promotions. Now, she com- j

pares claims made by hospitals

with payments Blue Cross makes

to them, finding and explaining

variances -between the' two.

bacy rust. The churning econ-

omy i generatlng millions of

displaced workers. They ac-

count for more than oné-half

of the people already at

work who will need refrain-

m%gy 2000. Throughout the

1980s, some 2.3 million work-

ers have been displaced each

year, according fo the Bureau

of Labor Statistics. Roughly 1

million long-term workefs—

those on the job three years or

more—have been displaced anna T

ally. Approximately 30% of these \

lack basic skills—reading, writing,

and arithmetic. Conseguently,’a V

third never found new jobs at all.

Others found work but at substan-

tially lower pay.

~ Elite workers, as well, could be

in shart supply. Because_of demo-

graphic trends, the U. S. is facing

a long-term shortage_of scien-

tists and engineers.” The num-

ber of both Ras climbed steadi-

ly in the past two decades, but

only because the haby boom

_brou?ht many young__people

into the labor force."The per- V-

centage of students who choose

these Tields has actually remained ’V\(v-v-

constant; In the past 30 years, the
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proportion of 22-yejir-olds acquiring
bachelors' degrees in science and en-
gineering has, remained within a

UNomp narrow Band of 3.7%to 4.3% accord-

Ilhthewrohgjoi tI_ng to the National Science Founda-
ion (\GF).

L If this trend continues, the bab

6 Guthy bust could cause growing shortages¥

If just 4% of students “continué to
chodse science or engineering, the NSF
warns, there could "be a_cumulative
shortfall of more than 400,000 science
and en meermg BAs through the
year 2000. Half of all englneerlng
students at the graduate and post-
graduate levels. already are for-
eigners. And this country is facing
a shortage of 27,000 PhDs by the
end of the century. _
LV Economists are quick to point
;387a:»  « qut that in these relatively high-
'VApaying fields -shortages are like-e
salaries and attract
Eut'there’s little ev-
_ previous shortages
enticed more students to scientif-
ic fields. B
growing gap. In addition, market
Mechanisms may not work qlmckly
enough to remedy shortfalls of
_PhDs, who require an additional
siX to e|ﬁht years of schooling.
[ "Usually the gecision j enter ed.,
enc& 1S Tnade In hl%h school,™ says
John H. Moore, deputy director of the
NS “We need to do Something today
to get teens, thinking .seriously about-
careers’in'these fields—or we’ll be in
trouble.” _
The skills ?ap poses a threat to Ameri-
can society that goes beyond simply the
economy. Currently, labor shortages in
F New England and elsewhere are driv-
ing up Waﬂes for jobs in fast-food
gateries. IT new Workers dont be-
come better qualified, this situation
may change drastlcall% as short-
?\ﬂes move _up the skills ladder.
any ne\{\_/ Jo?-seekgrs_ %loluld wind
» up competing for a dwindling num-
V- -XT\P ber pof _I%w—sk_llled jobs,g while
higher-skilled jobs go begging
for want of qualified workers.
That would drive down wages for
low-skilled workers, who can least
afford it, and raise wages for
skilled employees, who are already
better paid, The social consé-
uences of this are clear. Warns
rwin S. Kirsch, a researcher at
Educational Testm? Service in
Princeton, N.J.. "If we don’t
boost the skills of the bottom ranks
of the work force, we'lll have an
even more divided society than we
do now."
By Aaron Bernstein in New York
and bureau reports
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