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ALASKA STATE HOUSE

3111 C STREET, SUITE 455 CHAIR
ANCHORAGE, ALASKA 99503 OFFICE OF MAJORITY WHIP health,education asocial services
(907) 561-7628
JUDICIARY
WHILE IN SESSION
P.O. BOX V
SPECIAL COMMITTEE ON
JUNEAU, ALASKA 99811 FOREIGN 8 DOMESTIC TRADE

(907) 465-3704

REPRESENTATIVE JOHNNY ELLIS

MEMORANDUM:

to: The Honorable Dick Eliason, Chair
Senate Labor and Commerce Committee

FROM: Rep. Johnny Ellis

RE: Hearing for 1JB 169

DATE: April 14, 19S9

I respectfully request that you schedule a Labor and Commerce
hearing on HB 16S at your earliest convenience.

The bill passed the House of Representatives on Tuesday, by a
vote of 35 to 1.

The bill establishes a Business Incentive Training Program
which will allow the state to match 50/50 the cost of training
Alaskans for new jobs created by a business locating or
expanding in Alaska. The program would be administered at no
cost, through the existing JTPA Private Industry Councils
statewide.

An appropriation bill, HB 170 would appropriate $300,000 to
the program from the STEP program established by passage of SB
191, which your committee passed out last week.

I have attached back-up materials, including a House Finance
Subcommittee report which describes the funding source for the
legislation. Please contact Deborah Bonito in my office
(X3704) is you require further information.

Thank you for considering my request.



ALASKA STATE HOUSE
3111 C STREET, SUITE 455 CHAIR

ANCHORAGE. ALASKA 99503 OFFICE OF MAJORITY WHIP HEALTH,EDUCATION & SOCIAL SERVICES
(907) 561-7628
JUDICIARY

WI'ILE IN SESSION
P.O.BOX V
SPECIAL COM M ITTEE ON
JUNEAU, ALASKA 99811
(907) 4653704 FOREIGN & DOMESTIC TRADE

REPRESENTATIVE JOHNNY ELLIS
BACK UP FOR CSHB 169
BUSINESS INCENTIVE JOB TRAINING PROGRAM
presented to the Senate Labor and Commerce Committee

April 13, 1989

CONTENTS;
CSHB169 (Finance)
BACKGROUND INFORMATION
1) House Finance Subcommittee Report on 113 169 and HB 170

2) 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

3) concept suggestion from the Anchorage Economic
Development Corporation

4) Alaska Statewide Private Industry council letter of
support
5) examples of training programs 1in other states

(Massachusetts, California, Connecticut, and Delaware)

6) excerpt from Alaska Department of Labor report,
Non-residents working 1in Alaska in 1985

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

8) news and magazine articles
9) 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.

< X
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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 is put in a separate progranm
account of the General Fund called the Employment Assistance
and Training Program Account. The purpose of the program
established under SB 191 1is to expand JTPA services to
unemployed Alaskans who do not qualify *or 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.



business Investment «inci Development in the United Status

iV

DCCs in different states, because the track records ot many applicants .ire rela-
tively short, the managerial ability of the business persons involved is significant
in securing assistance. 1lie IX’Cs are likely to require that the lirm has been turned
down by one or more lenders before applying, and some will consider onlv llu*
loan requests referred bv member institutions who are willing lo purchase part ot
the loan. Interest rates are generally above the prime rate, which is the cost ol 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 relv 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 lor br 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 wete 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
alvv_aKs 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 d95|?n and implemen-
tation of these training programs. More than forty states have formal customized
training programs. _ o _

Recently some states have refined their training efforts to reflect evolving
needs. Amon? other innovations, special efforts have heen 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 entreﬁ)reneurlal 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 readiiv 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 onl}/ as fast as the evolution of a work force to carry it out. Just as crucial is
the need fora new breed of workers who are equped to staff America's burgeon-
ing service-sector economy. Rural development efforts aimed at better jobs for the
ui?_tljleremployed succeed only it 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. Ot increasing popularity is the creation of a position ot coordinator or
ombudsman who participates in planning and operating both sets ot programs
and "brings to the table" the state's tralnlng resources at economic development
Pro&pct negotiations. This is onlv one method of making the linkage—but it is
inding great popularity as a practical, day to day, means of coordination.

ISSUE-SPECIFIC PROGRAMS

There are some catePories of programs that plav 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 Sﬁ_eCIGH issues are worth noting because
they 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 enlarge interna-
tional markets but that lack either the expertise or the capital to exEorI. tale trade-
development 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, hased for the most part on available resources and support from
the public or private sector for export development. The range nnd scope of trade
deveIoFment services thus vary from state to state. . . _

All 50 states have an exi)ort 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 S10 million to Bromote international trade and
foreign investment in the United States. In fact, bv 1984 the average single state
expenditure had risen to almost 550,000, almost double what it was in 18(1 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 severely
reduced overall. . . .
~ Trade promotion is a Iogilcal 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. Trnde-lends programs generally provide
listings of international trade opportunities by mail to thousands of in-state com-

anies.

p. As with most economic development programs, the 0b|jective 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, lor example, state policymakers mav de-
cide to expand markets of a high-growth industry in an effort to accelerate joh
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.

) .or =i e . e
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 ex"tendirig”rt ~to"aXl*Alaskans, not just
those "that meet low income criteria. The federally funded low
income candidates would be given first priority. The state

supplements would be available only after the list of JTPA
qualified candidates is exhausted. el

Cost: We are suggesting that this program be funded with an
initial appropriation of ($5 milliog*™. Then, we are suggesting ,n;
that it be evaluated and, if it Ts shown to be effective,
replenished in future years. . VA *

550 W est 7th Avenue
Suite 850
Anchorage. AK 99501

Telephone (907) 258-3700



ALASKA STATEWIDE PRIVATE INDUSTRY COUNCILIH

JTPA, P.0. BOX BC, JUNEAU, AK 99811 PHONE: (907) 445-4490

February 28, 1939

Egbse o¥ Alaska
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RE House Bill 169, 170

Honorable Representatives:
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Thank you for your time and consideration.

r.Ci

Chair

IN PARTNERSHIP WITH THE ALASKA DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS



MASSACHUSETTS

Provide growth capital to young organizations that have outgrown initial cap-
ital infusions but are unable to gain access to more mature equity sources

The needs ot the applicant company must lit the established goals ot MCRC; that
is, loans «nd investments must be influential in helping apFllcants grow, thereby
expanding job opportunities within the state. MCRCmust also be able tocontirm
bv at least 3independent inquiries that an investment onsimilar terms would not

be available from other sources.

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

cember 31, 1985, MCRC invested 5140 million in 110 companies. These invest-
ments ranged in size from 5100,000 to 56 million.

Application Applications are made directly to MCRC and should contain enough information

Contact

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 following:

Financial statements for the past 5years

Financial projections for the next Syears

Amount and purpose of financing required

Description ot 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 Bovlston Street

Boston, Massachusetts 02116

(617) 536-300

Customized Industrial Training

Bay State Skills Corporation

The Bay State Skills Corporation (BSSC) is a quasi-public entity governed hv its
own board of directors and funded by the state legislature to provide training
programs for high-demand occuEatlons or emerging technologies in the state.
Companies in need 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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Application
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type di training desired. Ilie training may In’feitheré)re-employment or on the job.
mgludln% tra|n|n([1 to upgrade employees skills, BSSC will then identify an appro-
priate school, college, ortrammP organi/.uhon. Ihe training program must he 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 trom the participating company(ies).
Through BSSC grant awards, the state provides 501, ot the cost of training,
while the compar)a/ Is expected to contribute 50". Contributions from the com-
pany include a wide range ot in-kind support such as personnel time lor instruc-
tion, curriculum design, screening candidates, or mternshlP supervision; and do-
nated or loaned equipment, cash, or other components that make tor a good,
strong training program. If the company prefers, its own facilities mr.v he used as
part of its in-kind contribution. o _ _
~ BSSC also oilers a s_peual_prog_ram in which trainees are from a tirgeted sec-
tion of the poPuIatlon, Including displaced workers and AFDC recipients. Under
this program the BSSC assumes 80,'; ot the costs and the company Is expected to
contribute only 20',;.

BSSC is the catalyst for uniting industry and education to provide training for high
%rowth occupations or positions in high demand in the state's economy. To date.

SSC has focused primarily on advanced (university and college), retraining and
entry-level professional programs in englneerln?,_ 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 tralnln?.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 ggfropriation from the
state legislature of Ss million. As of December 31, 1985, 302 programs had been
approved at a cost of approximately S15 million, which brought over 600 compa-
nies toaether with 200 educational institutions to jointly train people in 6 industrial
areas: high technology, manufacturing, health, machine trages, automated ottice
work, and the service sector.

Comf)anies interested in seeking state assistance for customized job training
should contact BSSC. If the training 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 o
Director of Marketing and Communications

%f State Skills Corporation
Summer Street, 2nd Floor
Boston, Massachusetts 02110
(617) 202-5100

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 classified as either tan-



(ALTIORNIA

Eligibility

Volume

Application

Contact

speciiilallocation ol s7s million in iikiustri.il development bonds
targeting ot st.ite small business and employment and training programs

Ihe Waters .Pro?ram requires that each block group ot a proposed area exceed
I50,; ot the national unemployment and Boverty rates while also meeting certain
_pocket ot poverty" criteria under the UDAG program Ihe Nolan Program ie*
i[inres that each census tract meet UDAG criteria. These criteria establish 1 "min-
imum threshold" ot economic distress that a proposed area must meet in order to
apply to the state lor 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 mav require that certain criteria he

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

sove 0f the work force is from a distressed area and the omplover provides
some kind of community service.

8Ji( 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 10have
been designated. Under the Waters Program, n maximum ot 9 zones can be des-
ignated, and 3 have been designated. There will be 2 more rounds with 3desig-
nations each in 1987and 1983

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

L Street, Suite 600
Sacramento, California 95814
(916) 3248211

Customized Industrial Training

Employment Training Panel

The EmpIoKment.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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lo reduce unemployment insurance (UI) costs bv getting workers off Ul and keep-
mg them on. because ot this, only those workers who are receiving Ul, who have
exhausted their Ul claims, or who are likely to claim Ul mav 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.

FTP 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.

FTP 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 imﬁoses 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 hase 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 éystem is not allowed. Net 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% .
Administration is by the State Franchise Tax Hoard.

Sales and Use Taxes

The state sales and use tax rate is 4.75%. In addition, cities and/or counties lew a
125% local sales and use tax, which brings the basic statewide rate to <% Several



Volume

Application

Contact

Eligibility

Volume

Application

Contact

CONNECTICUT
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facility seeking assistance must be located in the zone or must be planning to locate
within the zone.

The Frogram was authorized by the state legislature in IMS1and went into effect
in July 1952 Six zones have heen designated, Asi f,une 30. 195, new investments
totaling 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

(A8) 5o>-332

Customized Industrial Training

Connecticut Labor Training Program

The Connecticut Labor Training Program SCLTP) is administered bv the Office ot
Job Training and Skill Development in the Department of Labor to provide preem-
;%Iovment and on-the-job training to companies locating or expanding in the state.
he program is designed to reduce start-up costs; companies receive most ot the
services associated with the program at no cost. -
CLTP handles recruitment advertising and refers potential trainees to the com-
Banv tor final selection of participants. Trainees are usually hired bv the company
efore the training begins. Trainees may be reimbursed by CLTP depending on the
arrangement hetween 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. o
CLTP will consider retraining existing employees if existing jobs can be saved
by doing so.
Anv company creating new jobs is eligible lor CLTP assistance. No minimum num-
ber of jobs is required.

CLTP has an annual base appropriation troin the state of SI.3million. In liscal 1983
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 Follv Brook Blvd.

Wethersfield, Connecticut 06109

(23) 566-24%0



DELAWARE

Industrial Development Bonds/Locally Issued

Two at Delaware's 3counties. New Castle Count¥ and Sussex Countv, and the Citv
ot Wllmlngton are authorized to issue industrial development bonds (IDBs). The
company Dbenefiting from the bond issue as purchaser or user of the facilitv is
responsible for all appropriate state and local taxes levied on the facility.

Eligibility Manufacturing, commercial, and service industries moving intoor expanding

Volume

Application

Contacts

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 tor
commercial and service projects. N

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

In 198, New Castle County Economic Development Corporation issued 1DB fi-
nancing authorizations for G&rgoiggts totaling 572,916,070; the City of Wilmington
g%g%%ects totaling 541,698,450; and Sussex Countv had 20 projects totaling

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

Sussex County Department of Industrial Development
P.0. Box 589

Georgetown, Delaware 19947

(32) S56-7701

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

Wilmington, Delaware 19801

(302) 656-5050

City of Wilmington
Department of Commerce
Citv County Building

800 French Street
Wilmington, Delaware 19801
(32) 5714610

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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Eligibility

Volume

Application

Contact

~Recognizing the need for industr?/ training lunds that provide greater flexibil-
ity and employer control than federal funds, Delaware passed legislation in 1984
to provide Sl.6 million annually to subsidize job training activities. Part ol this
money was reserved for economic development-related training and allocated to
the DDO for employer-initiated programs. Should a companv identify a lack ol
specifically skilled workers, a program is designed to train employer-selected ap-
plicants for the available positions. Ihe employer signs off on the proposed train-
Ing program and, upon its completion, determines its effectiveness before reim-
bursement is made to the trainer. Thus, the empIoKer maintains control over the
quality of tr|1e work force ultimately hired. Paperwork, restrictions, and regulations
are minimal.

Although the remainder of the blue Collar funds (see “largeted Industry I'a\
Incentives” beIow% are disbursed bv 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 tor industry. Phis 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 etficiency. A similar coor-
dination is evident between DDO and the Department ot Public Instruction, which
receives SI.s million annually in vocational training funds under the federal Carl
Perkins Act of 1984

Training can be provided for any new or expanding firm engaged in manufactur-
ing, co_mrgermal, or service operations in the state. Mo minimum number of jobs
IS required.

Annually the Delaware Development Office can access aPproximater S7 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
|rl1]tereste dcompany have heen assessed, a training program is selected to meet
these needs.

ggelﬁwareHDe\k/]elopment Office
ings Highwa

P.O. ng 14%1 '

Dover, Delaware 19908

(3R 764271

BASIC BUSINESS TAXES

Corporate Income Tax

Delaware imposes a direct tax on net income derived from business activities and
property located in the state. Met income is the amount of federal taxable income
with adjustments provided under state tax law, apportioned and allocated to the
state. Federal income tax paid is not deductible in determining net income. The
rate is 8.7% 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
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CHAPTER 5. RESIDENT HIRE: PROBLEMS AND SOLUTIONS

This chapter summarizes the reasons employers cite for hiring nonresidents, the
actions their firms have taken to increase resident hire, and the various options
propor'd by agencies, lawmakers, and others interested in actions the State can take
to 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 ways of
promoting the hiring of Alaska residents. To accomplish this, the surveys of two
committees which were set up to address proposals and initiatives to encourage the
hiring of residents were analyzed, and an independent survey was conducted by
Research and Analysis. Results from these three separate surveys were evaluated to
provide the insights discussed in this chapter:

1) The Department of Labor surveyed employers in ten industries which have high
nonresident employment. The purpose of this survey was to learn the reasons why
employers 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 wvarious organizations including 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 by the deputy commissioner of the
Department of Labor and reported directly to the Governor's Council on Alaska Hire.
This survey was designed to gather suggestions 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 100employers in ten industries could
provide insight into the reasons why employershire nonresidents. Ten industries
that had high amounts of wages paid to nonresidents were selected. Ten firms were
then selected from each industry. Within each industry, firms were selected from two
groups: those with the highest and those with the lowest percentage of nonresident
employees and wages paid. Responses were obtained from 76 firms with no less than
six responses from each industry selected.

Employers were asked to provide reasons why their industry hires nonresidents
(unprompted response). Employers were then read a prepared list of possible reasons
for hiring nonresidents and asked if any of those reasons applied to their industry
(prompttd response). Table 5-1 summarizes employer responses.
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fhe n»8t frequent prompted response was that employers hire the best person
regardless of residency. This reflects the fAct that the skill And background of an
rmploycr's workers are important variables to improve profitability. Sixty percent

Of employers contacted said their industry hires nonresidents because available
Alaskans jack required training or experience. This was the most frequently cited
reason given in construction, mining, and service industries. In fact, this was the

most frequent 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 their industry hires nonresidents because of
company policy to transfer people within the company. This reason was most commonly
cited by employers in mining industries. Six employers, mostly in food processing,
commented that nonresidents are hired because companies hire from their home o ffices
located out of state. Twenty-eight percent of employers felt that nonresidents were
hired in their industry because companies hire individuals who are known to the

company. This confirms a common practice of hiring 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, to
hire through Job Service offices, to use employment agencies or to contact
universities. Table 5-2 summarizes practices currently used by employers surveyed.

Firms Suggest Ways to Pronote Resident Hire

Employers in the resident hire survey were asked what they thought the State of
Alaska could or should do to promote resident hire. The most common suggestions were
to conduct a promotional campaign, to provide trained workers through vocational or

university training, and to promote resident hire through Job Service offices. Table

5-3 summarizes responses.

When asked who else besides the State should be involved in promoting resident hire,
the most frequent response was that this action should involve private firms and
contractors. Table 5-4 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 5-1

BVALOYER RESIDENT HRE SLREY
REASONS WHY BVALOYERS HIRE NONRESIDENTS BY  INDUSTRY

| Spec Eat
|Oil £ Other Bldg Heavwy Trade Food Air  Drink Busin

Reaoson Total j Gas Hine Const Const Const Proc Trans Ploces Serv
ARVE HRE MCST OUALIFIEO PERON

Unprompted Response 1 - - 1 - . . - . .

Prompted Response 51 3 5 2 8 4 5 7 5 5
RESIDENTS LACX TRAINING/EXPERIENCE

Unprompted Response 32 4 7 4 3 2 2 2 - 1

Prompted Response 13 1 - - 3 1 5 1 2
ARVE 'RANSFHER IN WORERS

Urpromptcd Response 10 1 4 1 - - 1 1 - 1

Prompted Response 28 3 3 2 4 2 2 4 5 1
RESIDENTS NOT AVAILABLE

Unprompted Response 16 1 1 1 1 1 5 3

Prompted Response 10 - - 1 1 1 1 2 - -
ARVE HRE KNOAN PECPLE

Unprompted Response 3 1 1 1 - - - -

Prompted Response 18 1 2 1 3 1 2 -
NONRESIDENTS WORK FCR LONER WAGES

Unprompted Response 6 - 2 1 1 2 -

Prompted Response 8 2 1 2 1 - 2
NONRESIDENTS HAVE BETTER ATTITUDE

Unprompted Response 1 - ] - - 1 - -

Prompted Response 7 1 2 1 1 - -
NONRESIDENTS WORK HARDER

Unprompted Response 0 - - - - - -

Prompted Response A - 1 - 1 1 1 - -
OHR 2 . 1 - 1 1 5 1 2 -
NMER CF ARVS SLREYED 74 7 8 6 9 6 9 10 6 6

Source: Alaska Department of Labor, Research and Analysis

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



TABLE 5-2

EMPLOYER RESIDENT HIRE SURVEY
CURRENT PRACTICES USED BY FIRMS TO INCREASE RESIDENT HIRE

Spec Eat

Oil * Other Bldg Heavy Trade Food Air Drink Busin Mi sc
Response Total Gas Mine Const Const Const Proc Trans Places Scrv Serv
Advertise Openings Locally 20 1 2 2 1 1 4 2
Company Hiring Policy 11 1 2 4 1 1 -
Use Unions 9 . 1 5 . - 1
Use Job Service 9 . 1 1 1 2 1 1
Use Private Employment Agency B . 2 * 1 2 2
Use the University 5 1 * 1 3
On-the-Job Troining 5 . 2 1 1
Encourage Resident Hire in Bids 3 3 - - * - .
Use Uord-of-Mouth Referral 3 ¢ 1 :
Subcontract Work 3 . - u
Maintain Rosune File 2 L}
Call Bock Prior Resident Workers 1 - - 1
R etire Alaska Experience 1 * -
Internal Promotion 1 . 1 - .
Use Chamber of Commerce 1 . . 1 -

Source: Alaska Deportment of Labor, Research and Analysis

TABLE 5-3

EMPLOYER RESIDENT HIRE SURVEY
ACTIONS THE STATE SHOULD TAKE TO PROMOTE RESIDENT HIRE

Spec Eat
Oil & Other Bldg Heavy Trade Food Air Drink Busin Misc
Response Total Gas Mine Const Const Const Proc Trans Places Serv Serv
Promotional Campaign 8 3 2 1 1 : 1 -
Voc-Ed Training 7 1 - 1 - 1 1 2 1 .
University Training 4 - . . . - L] 1 1 2
Job Service 3 . - 2 . . 1 "
Lower Wage Rates 3 . 1 . . 1 1 -
Change L ittle Davis-Bacon Act 2 - 1 - * 1
Favor Alaska Contractors 1 1 . - . -
Maintain Local Hire List 1 - - 1 - .
Set a Good Example 1 - - - - .
Tax Incentives 1 . 1 - - -
Income Tax Job Credits 1 - - - 1 .
Work With Unions 1 - - . - 1
Work With Business 1 * . * . .
Source: Alaska Department of Labor, Research and Analysis
TABLE 5-4
EMPLOYER RESIDENT HIRE SURVEY
WHO BESIDES THE STATE SHOULD SE INVOLVED IN PROMOTING RESIDENT HIRE
Spec Eat |
Response Oil & Other Bldg Heavy Trade Food Air Drink |Busin Misc
Total Gas Mine Const Const Const Proc Trans Places | Serv Serv
Tirms / Contractors 13 2 - 2 : 1 2 2 4
Private Sector 5 . 1 . 1 1 1 1
Civic Orgs / Chanter of Commerce 3 1 u - 1 - - 1 L -
Cities / Municipalities 3 . - . . - - 1 2
Everyone 3 1 - - - . 1 1 .
Business Associations 2 . . . - - 1 . 1
Unions 2 . . . - 1 1 .
Federal Goverment 1 . . 1 - ] . . *

Source: Alaska Oeportnent of Labor, Research and Analysis
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FIGURE 51

Hard (o Fill Jobs In Alnskii
Employer Resident Hire Survey
December 19X6

Oil & Gas
Party Manager (seismic work)
Observer (seismic work)
Electrical and Welding Crafts (fewer problems than in past)
Cementing
Plastering
Technical Jobs wnh Secondary Recovery
(already done in the Lower 48 so they have experience)
Unusual Welding

Mining, Except Oil & Gas
Laborers for Clearing Brush (short term |
Wmchmecen (dredge operators)
Engineers
Geologists
Chief Engineer (need industry experience)
Reclamation Engineer (need industry experience)

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

Heavy Construction
Electronics
Engineers
Superintendents
Quality Control Workers
Certified Welders (at times of high employment)
Instrumentation Specialists
Hire Large 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
Laborers; Fish Handling. Sliming, etc.

Air 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 At Analysis
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VOCATIONAL EDUCATION SURVEY

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 1>-2
summarizes select survey gquestions and responses.

Trained Alaska Work Force Unavailable for Some Industries

Approximately 87 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 manufacturin/*, 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 residents were not available. Sixty-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 if that, work force met their
requirements. Nearly 76 percent of the survey respondents indicated that they would
be willing to hire an uiidcrqualified 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. W hile 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

provided additional comments. Table 5-6 summarizes the nature of the

respondents
industry.

comments while Table 5-7 indicates the distribution of respondents by
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I%o you lcol [ti.il there P/ readily trained
Alaskan labor force lor your needs1

Would you prefer 10 lure from an
Alaskan work force it dial work force
met >™Mr requirements™

Do you feel that your company or or-
?anlzatlon would "benefit from further
raining of your current employees'

How much are you aware of or con-
cerned about available in state training
programs

Do you feel you have access to reliable
m-slate trairiing programs?

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

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

Do you feel that in-state t.rajnin?1 insti-
tutions emphasize productivity through
good work habits?

Have you ever approached an in(state
training institution to develop a special-
ized training course for current em-
ployees”

Would you consider hiring an Alaskan
who may not he as qualified but could
be trained?

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

Methods used to obtain employees.

IKJL"KK 5-2

VOCATIONAL KM'(ATION SI KYKY

OF ALASKA KMI'LOYKKS

ANSWERS

Approximately 67 (vrcenl of respondents indicated (hey fell that thcie was an avail
able work force However, more than 40 percent ol the respoiulents in the manul.ic
tlltlnﬁ and wholesale trade iiidit'tric-. indicated that they tell il.cie was nut a ti.uncd
Alaska labor force available

Moie than 06 percent ol 'he ic«pondcnis ansvveicd alfirmafively to iliis question

614 #)ercent of respondents felt their companies would benefit «.» further tram
mg of their employees

145 percent responded "nothing." 44 1 percent responded "very little" while -4 4
responded “every thing | need t0 know "

Only 368 percent responded affirmatively

Overall 304 percent of the respondents indicated that cost was a concern._ The
manufacturing and finance, insurance and real estate industries were most likely
to indicate that cost was an inhibiting factor.

The construction industry was more likely to feel that the iss of employee time
inhibited them from approaching an in state trallnm%.lnstltutlon. Higher wages in
the construction industry likely were a factor in this response.

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

798 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 he willing to hire
an underquulified Alaskan if they could be trained.

88.1 percent of all respondents indicated that they have offered on-the-job training
to their employees.

The most frequently used methods wore word-of-mouth referrals $69.4 percent),
walk-in a;) licants (588 percent). Alaska Job Service (500 percent), and adver-
tising (474 percent).

Source: Alaska Department of Labor. Research and Analysis



TABLE 55

VOCATIONAL EDUCATION CURVET
NATURE Of ADOITIONAL CO+IENTS PROVIDED BY PARTICIPANTS

Nature of Cwrmcnt

Training Related 1/

Problems with Current Stote or locol
or Little Davis-Bacon Act

Bid Process,

Employers Hire Qualified People
Regaidlcss of Residency

Wage Reloted, Nonresidents Work for Less

Change Existing Lows; Provide
Coptoyer Incentives

Resident Hire Unconstitutional
Miseelloneous

TOTAL PERCENT
TOTAL NUVBER

Source:

is available upon request.

TABLE 5-6

Alaska Department of labor,
1/ A more detailed analysis of training

j X of Total

35.A

5.6

5.6

2.8
1.6
42.6

100.0 j
219.0 |

Research and Analysis
related conmonts

VOCATIONAL EDUCATION SURVEY
INDUSTRIAL DISTRIBUTION OF PARTICIPANTS
WHO PROVIDED ADDITIONAL COMMENTS

Standard Industrial
Agriculture

Mining

Construction
Manufacturing
Transportation
Wholesale Trade

Retail Trade
finance, Insurance, and Real Estate
Services

Public Administration
Not Classified or

TOTAL PERCENT
TOTAL NUVBER

Source: Alaska Department of Labor,

69

Classification (SIC)

Information Not Available

j X of Total

1.3
1.6
15.4
5.0
3.4
3.4
16.0
3.4
34.5
5.0
11.0

100.0

319.0 |

Research and Analysis



ALASKA HIRE TASK FORCE REPORT

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

to determine whether they could be

examine its own programs, statutes and regulations
products and workers.

modified or amended to promote the use of Alaska businesses,
Because of this broad perspective the proposals described in the final report are
wide-ranging in 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.

policy makers as a

The I'kSh Alaska Hire Task Ko report was intended primarily for
not intended to

reference of new ideas and it,_ iatives on resident hire . It was

describe resident hire programs which were already in effect and ongoing such as the

voluntary compliance, contractor licensing and vehicle licensing programs.

Thi.* 36 proposals contained in the task force report are listed below. Those

a detailed description of report contents and the current status of

interested in
the

each of the proposals are encouraged to contact tho Department of Labor. Some of
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

1. Comprehensive Minority Business Enterprise Program
2. Forest Products Preference

3. Loan Program Incentives

A. Economic Disaster Legislation

S. Capital Project Grant Programs

0. Employment Services and Incentives for Teachers

1. Depressed Area Legislation

S. Licensing of Construction Workers

0. Regulation of Subcontracting Practices

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

12. Publicity and Advertising Campaign

1). Cooperation with U.S. Immigration and Naturalization Service
14. User of Alaska Public Broadcasting System

15. Foreign Fisheries Observer Program

16. Resident Hire on Natural Resource Projects

1/. Expansion of Youth Employment Program

I1S. Federal Land and Water Conservation Grants

H . Resident Hire Stipulations in 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

24. Graduated Corporate Tax Rates

26. Adjustment of Investment Tax Credit

26. Bidder Prequalification on State Construction Projects

27. Solicitation of Construction Bids Only in Alaska

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 M aterials

30. "Buy Alaska" Legislation
31 Local Fabrication of Construction Materials
32. Prequalification of Local Labor Force

33. Pjcpand Bidder Preference

34. Executive Order Mandating Local Hire

35. Management Program for Public Land Managers
36 Linked Deposit Sm.il 1 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
w ill 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
nonr(lesident employees by occupation, industry, work area, residence area, and wage
leve L.

W hile 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

employment w ill be identified by industry, occupation, area, and

high nonresident
high nonresident

The Department of Labor will then explore the reasons for

earnings.
areas, and occupations. The

employment in the most significant problem industries,
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 llie le.xt of the Job Trainin? Pa_rtnersh]iggﬁct (JTPA), P.L. 97-30.
Signed by the president on October 13 1932, JTPA took effect in 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. 99-49%, enacted on Oc-
tober 16, 1986. The 1986 amendments provide more stable funding for service delivery areas under
Titles 11-A and |I-D, put a new emphasis on literacy, mandating remedial education during the sum-
mer youth employment program, and count pre-employment skills training for 14and 15year-olds
toward the 40-percent youth spending requirement. They also allow the use of six-percent funds for
post-program data collection for two years and for genéral and preventive technical assistance, add
the self-employed and farmers to the definition of dislocated workers, callfor special consideration
to displaced homemakers, the handicapped, and veterans, and authorize presidential awards for
outstanding private sector training programs and model programs for individuals with multiple
barriers to employment.)

An Act

Pmr 0— Suum k Tmmt EurwiwirvT w iiTnummi Phu.rwii
See. 251. Purposes.

To provide for * job training program snd for ochtr purpose* Sec. 252. Authorization of appropriations: allotment and allocation.
. . Sec. 253. Use ol funds.
Be it enacted by the Senate and House of Representatives of the Sec. 254. limitations.

United States ofAmerica in Congress assembled, Sec. 255. Applicaole provisions.
TITLE M- EMPLOYMENT AND TRAINI.NG ASSISTANCE FOR DISLOCATED

Section 1. This Act inay be cited as the "Job Training Partner-

SHORT TITLE; TABLE OF CONTENTS WORKERS

Sec 301 Allocation of fund*.
Sec .2 Identification of dislocated worker*.

ship Act”. Sec. 3MI Authorized activities
Sec 304. .M.itchir.K requirement
. TABLE OF CONTENTS Sec. 5 Program review
Sec. 1 Short title; table of content*. Sec. JConsultation wtih labor orRaniutions.
Sec. 2. Statement ot purpcee. Sec. 3u7. Limitations.
Sec. 3. Authorisation of appropriation*. Sec. ILH State plans; coordination with other programs

Sec. 4. Definition*.

TITLE IV— FEDERALLY ADMINISTERED PROGRAMS
TITLE |- JOB TRAINING PARTNERSHIP

Past A-Stxvtc* Drtrvur Svsm* Migrant and Scasona- Karmworrcki

Sec. 101. Eitebliahmenl of eema delivery area*. Sec. 4111 Native American programs.

Sec. 102. Establishment of private tnduitry couonL
Sec. 103. Function! of private industry cottnnL

g
S

Mitrrnnl and 5rnson.11 farmworker programs
Part B—Joa Conn

Sec. 104. Job training plan.

etk

Part A -EMru>tMtMt and Training Piocrams tor Native Amuktanj and

Sec. 105. Review and approval of plan. Sec. Statementof purpose.

Sec. 106. Performance standard*. Sec. Establishment of the Job Corps.

Sec. 10?. Selection of service provider*. Sec. Individuals eligible for the Job Corps.

Sec. 138. Urn-.ration on certain cost*. Sec. Screening and selection of applicant-* general provision*.
Sec. Screening and selection: special limitation*.

Parr B— AnomoKAL Srara Rnjpotmtnxrtn

Enrolliment and assignment.

Sec. 121. Governor™* coordination and special service* plan. geect' fDorgg?gmsa%?in\}i%resé
Sec. 122. State job training coordinating eouuciL ) e .
Sec. 123. State education coordination and grant*. Sec. Allowances and support t

Standards of conduct t,l’

See. 121. Training programs for older individual*. : F i it
Sec. 125. State labor market infomislion programs- %_‘ gg&r;\éméy a%%rglgl;pgltell?:g}nent
Sec. 126. Authonly of Stale legislature. Sec. Experimental and developmental project* and coordination with other
Sec. 127. Interstate agreement* rograms.
Sec. Advisory boards and committees. L
Past C— Phocuam RmuiaiwneTS ros Stamci Dmvmr Sirrm Sec. . Participation of the Stales. -t
Sec. . Application of provision* of Federal law.

Sec 141. General program requirement*

Sec 142. Benefit*

Sec 143. Labor standard*

Sec 144. Gnevancs procedure.

Sec 14Sv Prohibition against Federal control of education.

Pajtt D— Frad ux and Fiscal ADitiNirraAnv* Piovtdoni

Sec 161. Program year.

Sec 162. Prompt allocation of fund*

Sec 163. Monitoring.
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TTTT.E V—MISCELLANEOUS PROVISIONS

Sc. SO. Amtndmtnu la (hr Wapiti P<rwr Act

Stc 502 Amrndmtnu I« pmt 0 ol till* 1V el Iht Soritl Skuiiix Ad.
Stc. 503 Ktrninn dnit(.inl

Stc. 504. Enforcvmtnl of Military Stirclivt Strvu* Act

STATEMENT OT PURPOSE

Sec. 2, It is the purpose of this Act to establish programs (a
prepare youth und unskilled adults for entry into the labor lorcc
and to afford job training lo those economically disadvantaged
Individuals nnd other individuals facing serious barriers to employ-
ment, who are in special need ol such training to obtain productive
employment.

AUTHORIZATION Or APPROPRIATIONS

Sec 3. (agl) There are authorized to be appropriated to carry out
part A of title 11 and title 1V lother than part 11 of such title) such
sums as may bo necessary for fiscal year 1383 and for each succeed-
ing fiscal year.

t2> From the amount appropriated pursuant to paragraph (1) for
any fiscal year, an amount equal to not more than 7 percent of ihe
total amount appropriated pursuant to this section shall be availa-
ble to carry out parts A, C. D. E. F. and G oftitle IV

(3j Of the amount so reserved under paragraph i2l—

(A) 5 percent shall be available for part C of title 1V, and
(111 $2,000,000 shall be available for part F of title 1V.

(bl There are authorized to be appropriated to carry out part Il of
title 11 such sums as may bo necessary lor fiscal year 1083 and for
each succeeding fiscal year.

uc) There are authorized to be appropriated to carry out title 111
such sums as moy he necessary lor lisial year 19S3 and for each
succeeding fiscal year,

id) There are authorized lo be appropriated $018,000,000 for fiscal
year 1083. and such sums as may do necessary for each succeeding
fiscal vear, to carry out part B of iille IV of this Act.

(e) The authorizations of appropriations contained in this section

ore subject to the program year provisions of section 101.

definitions

Sec. 4. For the purposes of this Act, the following definitions
apply;

111 The term "acariem.c credit" means credit for education,
training, or work experience applicable toward a secondary
school diploma, a postsecondury degree, or an accredited certifi-
cate of completion, consistent with applicable State law and
regulation and the requirements of on accredited educational
agency or institution in a State.

(2) The term "administrative entity” means the entity desig-
nated to administer u job training plan under section
10.'itbKIXB).

(3) The term "areu of substantial unemployment" means any
area of sufficient size and scope to sustain a program under part
A of title 1l of this Act and which has an average rate of
unemployment of at least 6.5 percent for the most rccc-nt twelve
months as determined by the Secretary. Determinations of
areas of substantial unemployment shall be made once each
fiscal year.

<4j The lerm "chief elected official includes—

(A) in the case of a State, the Governor;
(Bi iri the District of Columbia, the mayor: and

©) in the case of a service delivery area designated under

section IUI(aX-IKAXiii). the governing body.

15 The term “community-based organizations” means
private nonprofit organize"”-'s which are representative of
communities or signifm* .egments of communities arid
which provirir "ip; ,ices iforexample. Opportunities
Industrials e National Urban League. SER-
jobs for I'rrt; ay of America. Mainstream, the
National Pul.-lo "can i orum. National Council of La Raza,
70,001, Jobs for Youth, organizations operating career intern
programs, neighborhood groups and organizations, community
action agencies, community development corporations, voca-
tional rehabilitation organizations, rehabilitation facilities las
defined in section 7110) of the Rehabilitation act of 19731, agen-
cies serving youth, agencies serving the handicapped, in-
cluding disabled veterans, agencies serving displaced
homemakers, union-related orgamrations. and employer-related
nonprolit organizations!, and organizations serving nonreserva-
tion Indians (including the National Urban Indian Councill, as
well as tribal governments and Native Alaskan groups.

161 Except as otherwise provided therein, the term "council”

means the private industry council established under section

i71The lerm "economic development agencies" Includes local
planning and zoning commissions or boards, community devel-
opment agencies, und other local agencies and institutions
responsible for regulating, promoting, or assisting in lucal
economic development,

(811 lie term "economically disadvantaged" means an individ-
ual who (A) receives, or is a member ol a family which receiver
cash welfare payments under a Federal. State, or local welfare
program; (111 lias, or is u member of a family which has. received
i total family income for the six-month period prior (o applica-
tion for the program involved (exclusive ol unemployment com-
pensation, child support payments, nnd welfare payments)
which, in relation to fnrmly size, wns not in excess of the higher
of (i) the poverty level determined in accordance with criteria
established by the Director of the Office of Management and
Budget, or (ii) 70 percent of lhe lower living standard income
level; (C) is receiving food stamps pursuant to the Food Stamp
Act of 1977; (D) is a foster child on behalf of whom Slate or local
government payments aro made; or IE) In cases permitted by
regulations of tno Secretary, is on adult handicapped individual
whoso own income meets the requirements of clause (A) or iB>,
but who is a member of a family whose income docs not meet
such requirements.

(9) Tho term "Governor" means the chief executive of any
State,

(10) The term "hnndienpped individual® means nny individual
who hus a physical or mental disability which for sucn
individual constitutes or results in a substantial handicap to
employment.

(11) The term "Hawaiian native” means any individual any of
whoso ancestors were natives, prior to 1778, of the area which
now comprises the State of Hawaii.

(12) The term "institu* tu of higher education” menns nny
institution of higher education us that term is defined in section
1201(a) of the Higher Education Act of 1965.

(13) Tho term "labor market urea" means an economically
integrated geographic area within which individuals can reside
nnd find employment within o reasonable distance or can read-
ily change employment without changing their place of resi-
dence. Such areas shall be identified in accordance with criteria
used by the Bureau of Labor Statistics of the Department of
Labor in defining such areas or similar criteria established by a
Governor.

(141 The term "local educational ngencv" means such an agen-
cy as delined in section 4115) of the Carl D. Perkins Vocational
Education Act.

(15) The term “low-income level" means $7,000 with respect to
income in 1969, and for any later year means that amount
which bears the same relationship to $7,000 as the Consumer
Price Index for that year bears to the Consumer Price Index fur
1969, rounded to the nearest $1,000.

(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
the Secretary based on the most rr.ccnt "lower living family
budget" issued by the Secretary.

(17) The term “offender"” means any adult or juvenile who is
or has been subject to any siage of the criminal justice process
for whom services under this Act may be beneficial or who
requires assistance in overcoming artificial barriers to employ-
ment resulting from a record of arrest or conviction.

(18) The term "postsecondary institution” means an institu-
tion of higher education as that term is defined in section
481(aXl) of the Higher Education Act of 1965.

(19) The term "private sector" means, for purposes of the
State job training councils and private industry councils, per-
sons who are owners, chief executives or chief operating officers
of private for-profit employers and major nongovernmental em-
ployers. such as health and educational institutions or other
executives of such employers who have substantial management
or policy responsibility.

(20) The term "public assistance" means Federal. State, or
local government cash payments for which eligibility is deter-
mined by a needs or income test.

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

(22) 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 of the Pacific Islands.

(231 The tenn "State educational agency" means such an agency
as defined in section 1201(h) of the Higher Education Act of 1965.

(24) The term "supportive services" means services which are
necessary to enable an individual eligible for training under
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thli Act. but who cannot afford to pay for xuch services. to
participate in a training program funded under this Act Such
lupporliv* service* .nay include trantporvition, health care,
special wtrvitn and maiurtali for cha handicapped, child care,
rnrala. temporary shelter, financial counseling, and other tea-
vmablv expoiiu-s required for participation in the training pro-
gram nnd may be provided in kind or through cash assistance.

IZJ) The term "unemployed individual* ' meant individuals
who are without job* und who want nnd are available for work
The determination of whnther individuals are wunout Ht>e shall
he mode in accordance with the criteria used bv the llutrsu of
Labor Statistics of the Department of l«iOor ]Jldelining individ-
uals as unemployed.

126) Tha term "unit of general local government" means any
general purpose political subdivision ol a Stale which has tho
power to levy tases und spend funds, as well as general corpo-
rate nnd police powers

(27XA) The term "veteran" means an individual who served
In the active military, naval, or air tarvice. and who was
discharged or released thereirom under conditions other than
dishonorable.

IUI Tho term "disabled veteran" means is) a veteran who is
entitled to compensation under laws administered by the Veter-
ans' Administration, or (it) an individual who was discharged nr
teleased from active duty because of service-connected disabil-

iCl The term ‘recently separated veteran' means nnv veteran
who applies for participation muter unv title ot this Act within
«18 months of llto discharge or release Irom active military,
naval, or air service.

ID) Tho term 'Vietnam era veteran' means a veteran anv part
of whoso active military service occurred between August a,
1964. and May 7, 1975.

1281 The term "vocational education" has the meaning pro-
vided in section 521131) ol the C.iri D. i’erKtns Vocational
Education Act.

(29) The term 'displaced homemaker' means an individual
who—

(Al was a full-time homemaker for a substantial number of
years: and

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

li) a spouse and no longer receives sucn support due to the
death, divorce, permanent disability oi. or permanent separa-
tion from the spouse: or

(i) public assistance on account of dependents in the home
und no longer receives such support.

TITLE 1-JOB TRAINING PARTNERSHIP

Part A— Service Delivery System

ESTABLISHMENT OF SERVICE DELIVERY AREAS

Sec. 101. (nXI) The Governor shall, after receiving the proposal of
the State job training coordinating council, publish a proposed
designation of service delivery areas for the State each of which—

(A) is comprised of the Slate or one or more units of general
local government:

(B) will promote effective delivery ofjab training services; and

(CXi) is consistent with labor market areas or standard metro-
politan statistical areas, but this clause shall not be construed to
require designation of an entire labor market area: or

(if) is consistent with areas in which related services are
provided under other Stale or Federal programs.

(2) The Council shall include in its proposal a written explanation
ofthe reasons for designating each service delivery area.

(3) Units of general local government (and combinations thereof),
business organizations, and other affected persons or organizations
shall be given an opportunity to comment on the proposed designa-
tion of service delivery areas and to request revisions thereof.
(4XA) The Governor shall approve any request to be a service
delivery area from—

0] any unit of general local government with a population of
200.000 or more:

(til any consc -:um of contiguous units of general local gov-
ernment with un aggregate population of 200.000 or more
which serves a substantial part of one or more labor market
.areas: and !

(il)* any concentrated employment program gTantee for a
rural area which served as a prime sponsor under the Compre-
hensive Employment and Training Act.

(B) The Governor may approve a request to be a service delivery

area from any unit of general local government or consortium of
contiguous units of general local government, without regard to
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population, which serve* « substantial portion of a labor market
erea

©) If th* Governor denies a request submitted under subpara-
graph (A) anil tha entity making such request alleges that the
decision of the Governor is contrary lo the provisions ol this section,
such entity may appeal the decision to the Secretary, who shall
makn a final decision within JO days oiler such appeal u received

Ib) The Governor shall make a final designation ol service delivery
area* within the State llelore making n final designation of service
delivery areas (or the State, the Governor shall review the com-
ment* submitted under subsection taxJl and requests submitted
under subsection lux4)

IcX 1) In accordance with subsection (a), the Governor may redesig-
nate service delivery areas no more Irequrriily than every two yean.
Such redrsignntions shall he made nut later than 4 months before
the beginning ol a program year.

(2) Suhiect to paragraph I1l1l. the Governor shall make such a
redesign,itinn if « petition to do so is liled by an entity specilu-d in
subsection laX4*Al

13) The provisions of this subsection are subject to section 105(C>

r.vrAHUStiMENr OF private industry council

Sec. 102. (a) There shall Im- n private industry council for rvrrv
service delivery area i-subhshed under section 101, to be selected in
accordance with this subsection. Each council shall consist of-—

1l representatives oi the private sector, who shall constitute a
majority of the membership oi the council and who shall be
owners of business concerns, chief executives or chief operating
officers of nongovernmental! employers, or other private sector
executives who have subsumtial management or |>olicy respon-
sibility; nnd

(2) representatives of educational agencies (representative of
nil educational agencies in the service delivery areal, organized
labor, rehabilitation agencies, community-based organizations,
economic development agencies, and the public employment
service.

Ib) The Chairman of the council shall be selected from among
members of the council who ure representatives of the private
sector.

IclllllIA) Private sector representatives on the council shall be
selected from among individuals nominated by general purpose
business organizations niter consulting with, and receiving recom-
mendations from, other business organizations in the service deliv-
ery area. The number of such nominations shall be at least 150
percent of the number of individuals lo be appointed under subsec-
tion (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-half of such business and Industry representatives shall
be representatives of small business, including minority business.

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

(1) "general purpose business organizations" means organiza-
tions which admit to membership any for-profit business operal- «
ing within the service delivery area; and

(ii) "small business" means private for-profit enterprises em-
ploying 500 or fewer employees.

(2) Education representatives on the council shall be selected from
among individuals nominated by local educational agencies, voca-
tional education institutions, institutions of higher education, or
general organizations of such agencies or institutions, and by pri-
vate and_ﬂr_oprietary _schools or general organizations of such
schools, within the service delivery area.

(3) The remaining members of the council shall be selected from
individuals recommended by interested organizations. Labor repre-
sentatives shall be recommended by recognized 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 piograms
within the service delivery area, the chief elected official of that unit
shall appoint members *o the council from the individuals norm,
nated or recommended under subsection (c).

) In nny case in which there are two or more such units of
general local government in the service delivery area, the chief
elected officials of such units ahall appoint members to ihe council
from the individuals so nominated or recommended in accordance
with on agreement entered into by such units of general local
government. In the absence of such an agreement, the appointments
shall be made by the Governor from the individuals so nominated or
recommended.

le) The initial number of members of the council shall be
determined—

11) by the chief elected official in the case described in suhxtv
lion (dXl),

(2) by the chief elected officials in accordance with the agree-
ment in the case described in subsection 1dx2), or
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?3) by th* tJovrmor in th* absence ortuch agreement.
Thereafter, tho number of member* of th* council (hull b* d«Ur»
mined by the council.

(0 Member* that) be appointed for Oird and staggered term* and
may »*rve until their aucceuon ore appointed. Any vacancy in the
membenhip of the council nhnll be filled in the *Yame manner ns the
original appointment. Any member of th* council may be removed
for route in accordance with procedure! eitablithed by the council.

Ig) The Governor ahall certify a private tnduttry council if tho
Governor determines that iu compoiitian and appointment! ore
continent with the provision! of this subsection. Such certification
shall be mnde or denied within 30 day* after the dale on which a list
of member! and necessary supporting documentation are submitted
to the Governor. When the Governor certifies th* council, it shall be
convened within 30 day! by the oificial or olTiclali who made tha
nppotntinrnU to such council under subsection Id).

_U) In any case in which tho service delivery area Is a State, the
State job training coordinating council or u portion of such council
may bo reconstituted to meet th# requirements of this section.

rtiNcnoNS or private industry council

Sec 103, (a) ft shall be the responsibility of tho private industry
council to provide policy guidance for, and exercise oversight with
respect to. activities under the job training plan for its service
delivery nrca in partnership with the unit or units of general local
government within its service delivery area.

ibKH The council, in accordance with Ln agreement or agreements
with tho appropriate chief elected official or officials specified ill
subsectioo <¢), shall—

(A) delormme procedures for the development of the job
training plan, which mny provide for the preparation of all or
ony part of the plan (i) by the council, (ii) by nny unit of general
local government in the service delivery area, or by an agency
thereof, or (nil by such other methods or institutions as may be
provided in such agreement; and

(B) select as a grant recipient a | entity to administer the job
training plan (which may be sep; rate entities), (il the council,
(ii) a unit of general local government in its service delivery
area, or an agency thereof, (in) a nonprofit private organization
or corporation, or (iv) any other ngTeed upon entity or entities.

(2) The council is authorized to provide oversight of the programs
conducted under the job training plan in accordance with proce-
dures established by the council. In order to carry out this para-
graph, the council shall have nccess to such information concerning
the operations of such programs as is necessary.

(c) For purposes of subsection (b), the appropriate chief elected
official or officials means—

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

(2) the individual or individuals selected by the chief elected
officials of all units of general local government in such area as
their authorized representative, or

(3) in the case of a service delivery area designated under
section 101(a)(4)(A)(iii), the representative of the chief elected
official for such area (as defined in section 4(4)(C)).

(d) No job training plan prepared under section 104 may be
submitted to the Governor unless (1) the plan has been approved by
the council and by the appropriate chief elected official or officials
specified in subsection (c), and (2) the plan is submitted jointly by the
council and such official or officials.

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

(1) shall, in accordance with the job training plan, prepare
and approve a budget for itself, and

(21 may hire stalf. incorporate, and solicit and accept contribu-
tions and grant funds (from other public and private sources).

® As used in this section, the term "oversight" means reviewing,

monitoring, and evaluating.

JOD TRAINING PLAN

Sec. 104. (a) No funds appropriated for any fiscal year may be
provided to ony service delivery area under this Act except pursuant
to ajob training plan for two program years which is prepared in
accordance with section 103 and which meets the requirements of
this section.

tbl Each job training plan shall contain—

tl) identification of the entity or entities which will adminis-
ter the program and be the grant recipient of funds front the
State;

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

<4l procedures for identifying and selecting participants and
for eligibility determination and verification;

< performance goals established in accordance with stand-
ards prescribed under section 1U(j;
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(5) procedures, consistent with section 107. for selecting serv-
ice providers which lake into account post performance in job
training or related activities, fiscal accountability, and ability to
meet performance standards;

(G) the budget for two program years and any proposed
expenditures lor the succeeding two program years, in such
detail as IS determined necessary by the entity selected to
prepare this portion of the plan pursuant to section 103(bKIXBI
and to meet the requirements of section I0H;

(71 a description of methods of complying with the coordina-
tion criteria contained in the Governors coordination und spe-
cial services plan;

(Hi if there is more than one service delivery nren in n single
labor market area, provisions for coordinating particular
aspect! of individual service delivery area programs, includ-
ing—

9 (A) assessments of needs and problems in the labor

market that form the basis for program planning;

(U) provisions for ensuring access by progTam partici-
pants in each service delivery area to skills training and
employment opportunities throughout the entire labor
market; and

(C) coordinated or joint implementation of job develop-
ment, placement, and other employer outreach activities;

(9) fiscal control, accounting, audit and debt collection proce-
dures to assure the proper disbursal of, and accounting for,
funds received under this title; and

(101 procedures for the preparation anil submission of an
nnnual report lo the Governor which shall include—

(A) a description of activities conducted during the pro-
gram year;

(D) characteristics of participants: and

©) the extent to which the activities exceeded or failed to

meet relevnnl performance standards.

(c) If changes in labor market conditions, funding, or other factors

require substantial deviation from un approved job training plan,
the private industry council and the appropriate chief elected olfi-
cial or officials (as described in section 103(c)l shall submit a modifi-
cation of such plan (including modification of the budget under
subsection (bX6))> which shall be subject to review in accordance
with section 105.

review and approval Or plan

Sec. 105. laX1) Not less than 120 days before the beginning of the
first of the two program years covered by the job training plan—
(A) the proposed plan or summary thereof shall be published;
and
(B) such plan shall be made available for review nnd comment
to—
(i) each house of the State legislature for appropriate
referral;
(ii) appropriate local educational and other public agen-
cies in the service delivery area; and
(iii) labor organizations in the area which represent
employees having the skills in which training is proposed;
ana

(C) such plan shall be reasonably available to the general
public through such means as public hearings and local news
facilities.

(2) The final plan, or a summary thereof, shall be published not
later than 80 days before the first of the two program years and
shall be submitted to the Governor in accordance with section
103(dX2). Any modification shall be published not later than 80 days
before it is effective and shall be submitted to the Governor in
accordance with such section.

(bXI) The Governor shall approve the job training plan or modifi-
cation thereof unless he finds that—

(A) corrective measures for deficiencies found in audits or in
meeting performance standards from previous years have not
been taken or are not acceptably underway;

(B) the entity proposed to administer the program does not
have the capacity to administer the funds:

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

(D) the plan for modification) does not comply with a particu-
lar provision or provisions of this Act or of regulations of the
Secretary under this Act: or

(E) the plan tor modification) does not comply with the crite-
ria under section !21lb) for coordinating activities under this
Act with related program activities.

2 The Governor shall approve or disapprove a job training plan

(or modification) within 30 days after the date that the plan lor
modification) is submitted, except thal if a petition is filed under
paragraph (J) such period shall be extended to 45 days. Any disap-
proval by the Governor may be appealed to the Secretary, who shall
make a final decision of whether the Governor's disapproval com-
plies with paragraph (I) of this subsection within 45 dayj after
receipt of the appeal.
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(3XA) Interested parties may petition the Governor within 15days
of the date of submission for disapproval of the plan or modification
thereof if—

til the party can demonstrate that it represents a substantial
client interest.

tii' the party took appropriate steps to present its views and
seek resolution of disputed issues prior to submission of the plan
to the Governor, nnd

(iii) the request for disapproval is based on a violation
stntutory requirements.

iB) If the Governor approves the plan lor modification!, the Gover-
nor shall notify 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 103 (b) or td) nnd. ns a consequence, funds for a service
delivery area may not be made available under section 104. then the
Governor shall rpdesignnto, without regard to sections 101 lax4)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.

(21 In any State in which service delivery areas are redesignated
under paragraph «1). private industry councils shall, to the extent
necessary for the redesignation, be reconstituted and job training

lans modified as required to comply with sections 102 and 103.

ervices under an approved plan shall not be suspended while the
council isreconstituted arid the plan is modified.

1d) In any case in which the service delivery area is a State, the
plan (or modification) shall be submitted to the Secretary for
approval. For the purpose of this subsection, the Secretary shall
have the same authority as the Governor has under this section.

PERFORMANCE STANDARDS

Stc 1F0. ini The Congress recognizes that job training is an
investment in human capital and not an expense. In order to
determine whether Ihat investment has been productive, the Con-
gress (intis that—

(I1'it is essential that criteria for measuring the return on this
investment be developed: and

(%) the basic return on the investment is to be measured
the increased employment and earnings of participants and the
reductions in welfare dependency.

(bxl) The basic measure of performance for adult training pro-
grams under title 11 is the increase in employment and earnings and
the reductions in welfare dependency resulting from participation 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. tC)
the increase in earnings, including hourly wages, and tD) 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 factors lor evaluating the performance of youth
programs which, in addition to appropriate utilization of the factors
described in paragraph (1). shall be IAl attainment of recognized
employment competencies recognized by the private industry coun-
cil, (B) elementary, secondary, and postsecondary school completion,
or the equivalent thereof, and (C) enrollment in other training
programs or apprenticeships, or enlistment in the Armed Forces.

(3) The standards shall include provisions governing—

(A) the base period prior to program participation that will lie
used:

IBI a representative period after termination from the pro-
gram that is a reasonable indicator of postprogram earnings
and cash welfare payment reductions; and

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

(41 The Secretary shall prescribe perlormancc standards relating
gross program expenditures to various perlormancc measures.

re) Within six months alter the date of the enactment ui this Act.
the Secretary shall establish initial performance st.Tndards which
are designed to contribute to the achievement of the performance
goals set forth in subsection ibKIl). based upon data accumulated
under tho Comprehensive Employment und Training Act, front the
National Commission for Employment I'olicy, and from other appro-
priate sources. In the development of tho initial standards under
this subsection, the Secretary shall relate gross program expendi-
tures lo ihe accomplishment n| program gnjis set forth in subsection
‘bell.
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(dKI) The Secretary shall, not later than January 31, 1384, pre-
scribe performance standards for the lirst program year under this
Act to measure the results of the participation in the program to
achieve the goals set forth in subsection ibxI) based upon the initial
standards established in subsection tel.

(@ The Secretory, not later than six months after the completion
of the First two program years, shall prepare and submit a report to
the CongTcss containing the performance standards established
under paragraph (1) of this subsection, together with an analysis of
the manner in which the performance standards contribute to the
achievement of the goals set forth in subsection ibx II. including the
relative importance of each standard to the accomplishment of such
goals.

(3) The Secretary shall prescribe variations in performance stand-
ards for special populations to be served, including Native Ameri-
cans. mijjranc. and seasonal farmworkers, disabled and Vietnam era
veterans, including veterans who served in the Indochina Theater
between August a. 1061. and May 7. 1975. and offenders, taking
into account their special circumstances.

(4XA) The Secretary may modify the performance standards under
this subsection not more often than once every two program years
and such modifications shall not be retroactive.

IB) The Secretary shall prepare and submit a report to the Con-
gress containing any modifications established under subparagraph
(A), and the reasons for such modifications.

(e) 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
in the State and in service delivery areas within the State, the
characteristics of the population to be served, and the tvpe of
services to be provided.

ify The National Commission lor Employment Policy shall 111
advise the Secretary in the development of performance standards
under this section for measuring results of participation in joo
training and in the development of parameters for variations of
such standards referred to in subsection ie). |2) evaluate the useful-
ness of such standards as measures of desired performance, and HO
evaluate the impacts of such standards (intended or otherwise! on
the choice of who is served, what services are provided, and the cost
of such services in service delivery areas.

Ig) The Secretary shall prescribe performance standards for pro-
grams under title 111 based on placement and retention in unsuosi-
dized employment.

thxl) The Governor shall provide technical assistance to programs
which do not meet pertormance criteria. If the failure to meet
performance standards persists for a second year, the Governor
shall impose a r"orgamzation plan. Such plan may restructure the
private industry council, prohibit the use cf designated service
providers or make such other changes as the Governor deems
necessary to improve performance. The Governor may also select cn
alternate entity to administer the program for the service delivery
area.

2 The alternate administrative entity may be a newiv formed
private industry council or any agency jointly selected by the Gover-
nor and the chief elected official of the largest unit of general local
government in the service delivery area.

t3) No change may be made under this subsection without an
opportunity for a hearing before a nearing officer.

14) The decision of the Governor may be appealed to the Secretary
who shall make a Final decision within 60 days of the receipt of the
appeal.

i SELECTION OF SERVICE PROVIDERS

Sec. 107. (a) The primary consideration in selecting acencies or
organizations to deliver services within a service delivery area shnil
be the effectiveness of the agency or organization in delivering
comparable or related services based on demonstrated performance
in terms of the likelihood of mrcting performance goals, cost, quality
of training, and characteristics of participants. In complying with
this subsection, proper consideration shall be given lo community-
based organizations as service providers

ibi Funds provided under this Act shall not be used to duplicate
facilities or services available in the area iwuh or wiin,ju. relm.
bursenientl from Federal, State, or local sources, unless n ,sdemon-
strated lhat alternative services or facilities would be more effective
or more likely to achieve the service delivery area s performance
goals.

tel Appropriate education agencies ir. the service delivery area
shall be provmej-the opportunity to provide educational servicrs
unless the admin: «:r:iti\e entity demonstrates that alternative agen-
cies or organizations would be more elfeClive or would have greater
potential In i nn.nice the parlietlianl> omlimied ocenp.iiion.il and
careergrowth.

anv <e.<iiit.ittnn.il
|>m\m,,) m u,.

nil The nilnitiiiM r.iliw en»ilv shall mil tuinl
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procram are in accordance with guidelines established by the pri-
vate industry council.

LIMITATION ON CERTAIN COSTS

Sec. 103. (at Not more than 15 percent of the funds available to a
service delivery area for any fiscal year for procrams under part A
of title 1l may be expended for the cost of administration. For
purposes of this paracraph. costs of program support (such os coun-
seling which are hrecily related to the provision of education or
training and such dditional costs as may be attributable to the
development of tr-j.nint* described in section 'JUSi23| shall not be
counted as part of the cost ofadministration.

(bull Not more than 30 percent of the funds available to a service
delivery area for any fiscal year for programs under part A of title Il
may be expended foT administrative costs las defined under subsec-
tion'all and costs specified in paracraph I'd).

t2xA) For purposes of paragraph ill, the costs specified in this
paragraph are—

ui 50 percent of any work experience expenditures which
meet the requirements of paragraph (31;

«ii) 100 percent of the cost of any work experience program
expenditures which do not meet the requirements of paragraph
(3);

tiiil supportive services: and

(iv) needs-based payments described in section 204(27).

<Bl For purposes of paragraph ill. the costs specified in this
paracraph do not include expenditures for Irvoul employment
which meets the requirements of section 205(dX3x8).

(31 For purposes of paragraph (21. a work experience expenditure
meets the requirements of this paragraph if—

(Al the work experience is of not more than 6 months' dura-
tion and-is combined with a classroom or other training pro-
gram:

iBl an individual participant is prohibited from participating
in any other work experience program following participation
in a program meeting the requirements of this paragraph:

«C) the classroom or other training program component is
specified in a preemployment contract or meets established
academic standards: and

» wages paid in the work experience program do not exceed
the prevailing entry-level wage for the same occupation in the
same labor market area.

IcxI'l Notwithstanding subsection ib> expenditures may be made
in excess of the limitation contained in such subsection if such
expenditures are made in accordance with the requirements of this
subsection.

(21 Expenditures may be made in excess of the limitation con-
tained in subsection Ib) in any service delivery area if—

(A) the private industry council for such area initiates
request for such excess costs; und

tB> excess costs are due to one or more of the following
conditions in such area:

(i) 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
unemployment rnte by at least 3 percentage points, and the
ratio of current private employment to population in such
area or portion is less than the national average of such
ratio;

(i) the job training plan for such area proposes to serve a
disproportionately nigh number of participants from
groups requiring exceptional supportive service costs, such
as handicapped individuals, including disabled veterans,
olfenders. and single heads of households with dependent
children:

(iii) the cost of providing necessary child care exceeds one-
half of the costs specified in paragraph I2lof subsection Ib);

the costs of providing necessary transportation
exceeds one-third of the costs specified in paragraph (2) of
subsection ibi; or

Iv) a substantial portion of the participants in programs
in tho 'crvice delivery area are in training programs of 9
months' duration or more.

(31 Expenditures may be made in excess of the limitation con-
tainen in subsection <b) if the need lor and the amount of (he excess
is stalco in the job training plan lor modification thereof) for the
service delivery urea and such plan demonstrates that administra-
tor costs tornply wilh subsection lal of this section.

141 The provisions of Ih'S subsection shall not be available G the
extent that supportive services provided under the job training plan
duplicate services provided by any other public or private source
that are available to parlicpants without cost.

LAWS AND REGULATIONS

(5) 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 training plan if such plan or modification
meets the requirements of this subsection.

(d) The provisions of this section do not apply to any service

delivery area designated pursuant to section 101llaX4XAXiiil.

(c) This section shall not be construed lo exempt procTams under
an approved plan from the performance standards established under
section 10G.

Part B— Additional State Responsibilities

governor's coordination and special services pun

Sec. 121. faXl) The Governor shall annually prepare a statement
of goals and objectives for job training and placement programs
within the State to assist in the preparation of the plans required
under section 104 of this Act and section of the Act of June 6,
1933 (known as the Wugner-Peyser Act).

(2) Any State seeking financial assistance under this Act shall
submit a Governor's coordination and special services plan 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 evaluating the experience over the preceding two years.

ibX1) The plan shall establish criteria for coordinating activities
under this Act (including title IlI) with programs and services
provided by State and local education 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 a direct interest in employment
and training and human resource utilization within the State. Such
criteria shall not affect local discretion concerning the selection of
eligible participants or service providers in accordance with the
provisions of sections 107 and 203.

(2) The plan shall describe the projected use of resources, includ-
ing oversight and support activities, priorities and criteria for State
incentive grants, and performance goals for Slate supported
programs.

(3) The Governor shall report to the Secretary the adjustments
made in the performance standards and the factors lhat are used in
making the adjustments.

(4) If major changes occur in laDor market conditions, funding, or
other factors during the iwo-vear period covered by the plan, the
State shall submit a modification to the Secretary describing these
changes.

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

(1) making available to service delivery areas, with or without
reimbursement and upon request, appropriate information and
technical assistance to assist in developing and implementing
plans and programs;

(2) carrying out special model training and employment pro-
grams and related services (including programs receiving finan-
cial assistance from private sources);

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

(4) providing financial assistance for special programs and
services designed to meet the needs of rural areas outside major
labor market areas:

(5) providing training opportunities in the conservation and
efficient use of energy, and the development of solar energy
sources as defined in section 3 of the Solar Energy Research,
Development and Demonstration Act of 1974;

(6) industry-wide training;

17) activities under title Il of this Act;

(8) developing and providing to service delivery areas informa-
tion on a State and local area basis regarding economic, indus-
trial. and labor market conditions;

(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

110) providing statewide programs which provide for joint
funding ol' activities under this Act with services and activities
under other Federal. State, or local employment related
programs, including Veterans' Administration programs.

Id) A Governor s cooni'nannn and special services plan shall lie
approved by the Secretary unless tho Secretary determines that
the plan does not comply -.vith specific provisions of this Act.

Ermployment and Training Reporter 2



JOB TRAINING PARTNERSHIP ACT

STATE JOD TRAINING COORDINATING COUNCIL

Sec. 122. (aXIl) Any State which desires to receive financial assist-
ance under this Act shall establish a State job training coordinating
council (hereinafter in this section referit ' to as the "State coun-
cil"). Funding for tho council shall be provided pursuant to section
20203X4).

(2) The State council shall be appointed by the Governor, who
shall designate one nongovernmental member thereof to be chair-
person. In making appointments to the State council, tho Governor
shall ensure Ihat the membership of the State council reasonably
represents the population of the State.

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

(A) One-third of the membership of the State council shall be
representatives of business and industry (including agriculture,
where appropriate) in the State, including individuals who arc
representatives of business und industry on private industry
councils in the Slate.

(B) Not less than 20 percent of the membership of the State
council shall bo representatives of the State legislature and
State agencies and organizations, such as the State educational
agency, the State vocational education board, the Stale advisory
council on vocational education, the State board of education
(when not otherwise represented). State public assistance agen-
cies. the State employment security 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 in employment and training and human
resource utilization 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
of general local government in such State (including those
whjch are administrative entities or grantees under this Actl
which shall be nominated by the chief elected officials 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, representatives of organized labor,
representatives of community-based organizations, and repre-
sentatives of local educational agencies (nominated by local
educational agencies).

(4) The State council shall meet at such times and in such places
as it deems necessary. The meetings shall be publicly announced,
and. to the extent appropriate, open and accessible to the general
public.

(5) The State council is authorized to obtain the services of such
professional, technical, and clerical personnel as may be necessary
to carry out its functions under this Act.

(6) In order to assure objective management and oversight, the
State council shall not operate programs or provide services directly
to eligible participants, but shall exist solely to plan, coordinate, and
monitor the provision of such programs and services.

(7) The plans and decisions of the State council shall be subject to
approval by the Governor.

(b) The State council shall—

(1) recommend a Governor's coordination and special services
plan;

(2) recommend to the Governor substate service deb'verv
areas, plan resource allocations not subject to section 202(a).
provide management guidance and review for all programs in
the 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:

(3) advise the Governor nnd local entities on job training plans
and certify the consistency of such plans with criteria unaer the
Governor's coordination and special services plan for coordina-
tion of activities under this Act with other Federal, State, and
local employment-related programs, including programs oper-
ated in designated enterprise zones;

(4) review the operation of programs conducted in each serv-
ice delivery area, and the availability, responsiveness, and ade-
quacy of State services, and make recommendations to the
Governor, appropriate cnief elected officials, and private indus-
try councils, service providers, the State legislature, and the
general public with respect to ways to improve the-effectiveness
of such programs or services;

(5) review and comment on the State plan developed for the
State employment service agency:

(til make an onnual report to the Governor which shall be a
public document, and issue such other studies, reports, or docu-
ments as it deems advisable to assist service delivery areas in
carrying out the purposes of this Act;

<7*Al identify, in coordination with the appropriate Stale
agencies, the employment and training and vocational educa-
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tion needs throughout the State, and assess the extent to which
employment nnd training, vocational education, rehabilitation
services, public assistance, economic development, und other
Federal, State, and local programs nnd services represent a
consistent, integrated, and coordinated approach to meeting
Buch needs: nnd

(B) comment at least onco annually on the measures taken pur-

suant to section 113(b)(9) of the Carl D. Perkins Vocational Educa-
tion Act; and

8) review plans of all State agencies providing employment,

training, and related services, and provide comments and rec-
ommendations to the Governor, the State legislature, the State
agencies, and the appropriate Federal agencies on tho relevancy
and effectiveness of employment and training and related serv-
ice delivery systems in the State.

(c) In addition to the functions described in subsection (h), the

Governor may. to the extent permitted by applicable law, transfer
functions which are related to functions under this Act to the
council established under this section from any State coordinating
committee lor the work incentive program under title IV of the
Social Security Act or any advisory council established under the
Wagner-I'eyscr Act.

STATU CDUCATION COORDINATION AND GRAN TS

Sir 123. la) The sums available for this section pursuant to sec-
tion 20'2Ibl|ll shall be used by the Governor to provide financial
assistance to any State education agency responsiole for educa-
tion and training-

ill to provide services for eligible participants through
cooperative agreements between such State education agency
or agencies, aumimstrative entities in service delivery areas in
the State, and iwhere appropriate) local educational agencies:

(@] to facilitate coordination of education and training ser-

vices for eligible participants through such cooperative

agreements: and

Bl tojirovide—

I.LA)~lilgracv training to vnuth and adults:

tilt dropout preyr-mion-Ana -¢'»nrn[)ment sprvires-LQ-voutb.
givmgjigoniv to.vnnrh «spj--- rvIt mjii-i-Minpig urnpntiLs:

iO .i_ State-wide schnnl-to-wnrk. .transition urogram oje
erali'il'in .ijilaj-xcr consistent -.vith —-cclion 2t).")ivi:."jr

ifh unv conihination oi the activities described in suhnara-
gpiP™- iTr.ni ..-rf TKis n.L-zi-T.ipii_

Ibi The cooperative agreements described in subsection in) shall
provide lor the contribution by the State agency or agencies, and
the local educational agency lif anvi. of a total amount equal to the
amount provided, pursuant to subsection laitl). 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 programs.

fell1) Funds available under this section may be used to provide
education and training, including vocational education services,
and related services to participants under title Il. Such services
may include services for offenders, veterans, and other individuals
whom the Governor determines require special assistance.

121(A) Not more than 20 percent of the funds available under
this section may be spent for activities described in clause 12) of
subseccion lal.

r iB) Funds available under this section shall be used for clause
(3) of the Federal share of tho cost ol carrying out activities de-
scribed in such clause. the purpose of this subparagraph, the

v Federal share shall be the amount provided for in the e
agreements in suosection ibi.

131 Not less than 7a percent of the funds available for activities
under clauses 111 and 131 of subsection lal shall be expended for ac-
tivities for economically disadvantaged individuals.

Id) If no cooperative agreement is reached on the use of funds
under this section, the funus shall lie available to the Governor (or
use in accordance with section 121.

TRAINING TROCRAMS TOR OLDER INDIVIDUALS

Sec. 124. la) From funds available for use 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 State and which ore consistent with the plan for the
service delivery area prepared and submitted in accordance with the
provisions in section lui. and designed to assure the training and
placement of older individuals in employment opportunities with
private business concerns.
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The Decline ofFAmericasWork Force
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"he nation 3 ability to

compete is threatened by

inadequate investment inour

most

people.

workers

important resource:

Put simply, too many

lack the skills
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demanding jobs.

7

0266 v vaNr
0866 IS Hib M bll
Aavaan iviaowaw nv3Nnrf

Z0i 68130 b0O18S£ 90T 2090

SOYDXXTY0S-Ta-HVOXXXXXX*XXXX

And as the economy comes
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women and minorities, we
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and training- starting before
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Who will do America3work 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 ROSS MACDONALD

Take a trip back to what
may be our future. It is
the 1851 industrial exhi-
bition at the Crystal
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 th_e)( see. Products are assembled
from completely in erchan%eable parts. Here I
true mass production for the first time. So_im-
pressed are they that they name it “the American
system of manufacture."~ o
Worried dele%atlons_of,Br_ltlsh industrialists set
sail to investigate. Their findings? American manu-
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facturing prowess is in large part due to a hi%hly

educated work force. The Yankees have an aston-

ISth high literacy rate of 90% among the free
populatio ]
gland, 95% of adults read and write. In contrast,
ust two-thirds of the people in Britain are literate.
undsided. Now zip ahead a centurY or so to the
198%. The U. S. is the dominant world power, and
it is Japan that is No. 2 and elosing fast American
ceos Marvel at the quality of Japanese. products
flooding_their markets, They make pilgrimages to
Tokyo. Their findings? Manufacturing” superiority
IS beln% jorfeited to the Japanese. And yes, once
again, Dehind the success in manufacturing prow-

ess lies a better-educated work force. In  Ja-

pan’s functional literacy rate is better than 95% In
America it’s down to about 8%
Iliteracy is but a symptom of the larger problem

SPECIALREPORT

n. In the industrial heartland of New En-

afflicting the U. S. economy. The $150 hillion yearly
trade deficit and a foreign debt of half a trillion
dollars reflect the inability of a large percen.tagie of
the, American work force to compete effectively in
an'integrated world econom?/. “Much of the success
of Japan stems from the fact that its blue-collar
workers can interpret advanced mathematics, read
comPIex en(gmeerlng blueprints, and perform so-
PhIS icated fasks on the factory floor far better
han blue collars in the U. S.," says Merry 1. White,
professor of comparative sociology at Boston Uni-
versity and author of 7de Japanese Educational
Challenge. o

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

BUSINESS WEEK/SEPTEVBER 19.1983101



comeB to workers, Corporate restructur-

Ing and a sharply cheapened dallar may
have arrested trie economic decline, but
investing in people Is turning out to be
the only"way fo reverse it.

Socretys allure to invest iB alreudy
%untrnlq business - community.

Chemica Bank n New York MU Inter-
View ZDaprn jcants to find one who can
be success ullg trained as a teller. And
1em Corp. disc
elpsnsrnortad%"uirr?nwt%ht i anc ries that
It had to teach ghrgh sd?oofi ?ge ra 1o
thousands of workers before they could
run them.

Burldrn? up.hyman caprtal IS becoming
a national priority. After years of ne-
gect It has final entered the political
rena, at Ieast on the rhetorrcal IeveI

cast D Presidential candlidates.

Who will b hh "Educatron President?"
Who will do the most to train workers or

proyide child care to working mothers?
Those messages are_ long  overque.

More than two™ centuries ago, Adam

Smith ornte to the Im rovement in th?

skills of workers as a ritical source o

economre progress and a means of rais-

I\/\? |vrng staridards. Wrote Smith in The
ealth 0fNatjons; "A man eduycated at

the expenfse of much labor and time to

any one of those employments which re-
quire extraordinar dexterrt%/ and skill

ma be compared o one of those expen-

srve machines."

'absoIHtIer crttrﬁla[tl The evrdence IS

overwhelming that people, pot ma-

chings, are e drrvrng for%e behrnd eco-

nomic grovvth In the period from ].?48

to 1980, the nation’s gross natron

product increased at an annual rate /

of 32t% Edward Dennison, an

xpert in growth economics,

?IH%S that gone thrrd of that’

gain was caused by the in-

Crease In the educafion level

of the U.S. work force and

about half "the growth was

the resuIt of technological In-

novation. and Increased know

now, which also depend on edu- v

cation. But just 15% of the total

mcrease was the result of more cap-

Ital
(illrje Wasrhrn ton has been hell-bent

on throwrng |ncent|ves at busrness 0
Increase spendrn9 on plant and equip-
ment, outlays fo human caﬁrtal |n the
Past 15?/ s have lagged b

he period from 1959 to 1971, totaI
\Pen mdnper student In public and pri-

te elementary and high schools grew
at a brisk 47%a ear, after adgust—
mH for Inflation. That was moré than a
full percentage point above the robust
367 rate of Increase In the one and
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vered after |nstaII|ng mil-
comput-

Just Irsten to t e messaqes being roa -

even a smidgen higher than what busi— World, th eIementurK

ness spent on plant and equipment But are anot
from 1971 to 1985 things changed drasti— eSS for ita educ
cally Dollurs for education increased at  and Europe. U.

a rate of just 2.7% in real tems, the
Bame rate aa GNP growth but 1.6 per— KIdS
centage points below the spending rate
ital investment

And u good part of the mone spent
on education has not gone to thase wh o
teach the nation’s yo ng Excluding a
ministrative and capital Cost from s¢ ooI

dgets from 1959 tp 1971 teachers' sal-
arie ?fter Inflation Increased at a 2.8%
But then, even aa interna-

for

annual rate.
tional competition Started
teachers' sIarres nose- drved fa in g
1.2%4 t%/ear until 1985. They Yve bou ce

| ut in reaI terms, sazir

back a

gra uateﬁ]

True

t since

ries are b are?y above
SmaII wonder’ that top-notch college
acted to teachrn%

cation: $185 hillion

nd secondary scho
?e es and unt/versrtres are added In, the
fr ure soars to $310 billion—more than

are not attr
e U.S spen
year o

er StOI'Y
aton

0 20 da
send1 20 day
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through high schoo
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and high scho

buck than do Ja
S. students attend ¢
18 days a Year. French and German

s, and Japanese children
In school'a year. A
h school students Score below
both therr foreign counterparts in inter-
national math and scrence tests. The
test two to three ears behind the Jap
the drfferenee |n

mpetent use of mone% szg
C.s |mo
Po Icy na sis. "Janitors In Nev/ York
make more than teachers.
Educatron systems are patronage
tems: Communrt& boards give oy
ucatrn Amerre

force reaches
classroom. A fourth of all ehrI
In tP U S. will be on welfar
In their lives. A quarter of a
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force already haunts business ~ Pap 100

?2%|o tbhefm W”tlhhve in ahsvtf Io-pareﬂt LABOR
amily before they reach their eigh- . _
teenth, |rt days. s a e, egucation T e s o

often
pressrng Needs of survival,

The dnce-pervasive family role in gdu-
cation appears to be seriously eroding.
Wth both parents In most fam|I|es now
work mgn the question of who's reading
to the tree-year-old and checking up on

ometry homework _Is “becom-
8 a na lonal concern. In JaPan the
ther plays such a strong role
8 her_ children that 3n is known. as

ucation mama.” Here, the “education
‘edycation pa-
s aren't takrnd up the slack.

jon is in the Asian-
“This year, 22%0f
lan-Ameri-

Junlors

mama Is vanishing—and '

One Dig exce
American community.
MITs freshman cIass |s
can,’ lvs Lester
the ‘Sloa

%achusetts Institute of Technolog
Ig reason for Asian- Amerlcan
family means
at education Is

t a time when jobs require higher

rﬁubhc schoolf IS family:
E)arent telling you
|m ortant

levels of math, sclence,
and I|teracy than
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School of Management at Mas-

DEMOGRAPHICS
Employers must look to women, minor-
ities, and the elderly Pap 112
BRMKCLASS
In the face of prosperity, a growing un-
derclass of the unemployed Pap 122
EMKADOM
Everyone agrees that the system needs
fixing. The question is how Pap 129
BUSINESS ANV TK1 SCHOOLS
Companies arc taking a more active role
in educational reform Pap 134
COMUSMNI
What we must do to upgrade our No. 1
asset— the American worker ~ Pap 140

n teach-

dean of ever before Ahe economy is becomlng
Increasingly dependent on the group
that ofte recerve the poorest education.
en now ear mor
than ?faf If of alfl new wg kers hired Wlﬁ
be mrnorrtres nearly three times the cur-
rent figure. Bac s an Hlspanlcs have

% 0Pt e o

g “The
uccess

eeeBUT THEY WILL PLAY A

SMALLER ROLE INTHE FUTURE

: NEW ENTRANTS
T& THE LABOR FORCF,
mjxri985-2000 r .

; v.mV*v.

» < ILI1-10RN.- IMMIGRANT . IMMIGRANT, f
_ n rNONWNm,?V- MALES T7&FIBUIIS/
WHALES, tfh 1FEMALES -j>JATA.HLBaNFenvA

Society's failure to invest in the work '

r(v and la srgnrfrcantl behind the na-
tiona aver ge-on test_scores.
But there™is hopo. The needs of the
American workplace and tho necao of
the disadvantaged mav] 0e me 1%'”%
the flrat trme |n recent history. rive
{0 raise Pro ductlvity and, increase infer
national competitiveness Is transforming
the cebate over social e urt%tlnto a dis-
cussron about economlc
bsnigm nbqlict. The ea(%an ears
were an un erstandable reac |on the
free owrng socra apen mth at ear-
marked the 1990 an he natlon-
al focus shrfted to restructurrng |ndus

R T

%rams for the bottom haIf of socrety %ot
e eepestcuts Itwasnta 'welfar
either. " The Labor Deﬁ)] man ower
training programs were hit hard as welL

Thosg cuts In tra|n|n could not have
been timed Worse The sph't between
the Eg) half an bofttom half in society

en widening for th e past lecade,
no matter how ou cutte ata sa
Harvar Unjversity's Rich ﬂ
man The educat the ski ed and peo-
ge In crirtarn Industries and ro s have
one \tnel The rest have nott Thrs In-
equality can only worsen if the human-
| cap Ytaf defrcrty IS not solved The mter-
natlona ization. of the economg
e 1980 pitted the U b
f rce ao inst wor ers around
the world. The results? "Trade
has killed the earnings pros-
ects for Iess educated
_- nf/ reema The
ust contpete Wrt\h Iower wage
eople overseas. As long as we
’P Pad with Korea, the Iegss edu-
catﬁdtwdl havteta problem
at. competition _has prov
devastatrn Erom ]ﬁ thE%
garnings or oung_men who
hschgoo feIbe %) djustedqf
|n aron Even |% -Sch oo qra 5 saw
th errearmn s drop y9’/qw iTe those of
col ege]egrfa Uates rose \z 6%

[n“thé final anaysrs age gains and
losses mirror What IS ha genm to wor -
er productjvity. The huge decline |n the
wages of America’s. unskilled labor

force shows that Jt is no Ionoer com-

petrtrve |n the international econo-
productivity of the un-
sk| I d IS \})Iummetmq while worker
ct) Zabroad ssoanno This
signal major losses Tn the
battle for world markets. The U. S.
ma){ now be entering an era when
neglect of the bottorn half of soci-
etv begins to threaten the welfare
he entjre nation.

In the foIIowmg artrcles the editors
busme s WEIek lay qut the dimen-
sro'ns of the human- arta crisis—and

what the country must do about It
By Bruce Nuashaum in New York
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WHERE THE JOBS ARE
BCWHERE THE SKILLSAREHT

As work becomes more knowledge -intensive, employers are fishing ina shrinking labor pool

In a dynamic econ- g, and vocabular needed f0 doerform a abIe to f%nctron at Level Three or better.

wide range of jobs. son Insti- a In nursrn? dr mana ement

ways .a %aﬁ] bg tute ap economr t|n tank, has the ed cational ante her.. Most of

Y tween ob ans matched the new {o s that the economy  these jobs, which often requrre more

and Wor ker skills, will create against these scales. Here Is  than a high-school edluication, need skills

Throu N most of what they folind: at Level "Four or above: ian ability to

Its |stor?]/ More than three duarters of the na- read journals and anuai WrIte, 1 e

U.S, has managed to keep that tronsnevv‘wor eri Il have |m|ted ver- ports and understand complex termingl-

small. But not an more. T e natro bal and Wrrtlng skills (Levels 1 0gy. Just 50 of the new employees will
facrngamonumena mismatch etween Butthe vvrlbe com etr foron Yo he"able to do that

obs and the ability of Americans to do o the new gos Most ne 5 Il re-  dau fung tas s many as 30 million

Je workers who have solid readrn% workers, may have to be trarned or Ie-

UnIess the U.S. mvfests more to close writing skills, but fewer than one 1N trained in the nex(sr eari 21 Million

thrf numan caeprtal deficit, the econom% our new employees will be able to fync-  new entraﬁts an million curren

Il be shunted onto a lower growth tion at the neefled levels. Retail sales, —workers. The most dauntrn task ahea

tra&k The drive to Im é)rove tchnology for example, will be among t eoccupa- IS to educate and trajn th eyoun% wor

productrvr% coul foun er on a tions providing the most new 1obs Tofill force entrants_The decline In the num-
sortage of €0 Petent workers. There those jObS ost retall e oyees WI|| f of 2-t0 25- r-oIds means that em-
be"a social price, too; Lower-skilled have o function at Level Three, T BO ers now must dig (d er Into the
mrnorrtres erI fi drtharder than ever to - will have to wrrte up orders, compu arrel of the poorI educated. And a
d jobs. The earnings differential Prlce lists, and read merchandise cata S v\g)er proportron
tat reayrs gfrowrn betiveen the top  logs. Sound simple Nevertheless, Hug- workers will be
bottom halves of _the work force son estimates_ that just 2%o0f the new
couId get even larger. The gaton could  employees will e Vo
become  further “polarized  between
skilled and unskilled workers,
new yardstick. Three forces are com-
brnlng to [ﬁrodufe the leap. in the skills
the econo yer require. First, technol- _
0gy is upgra Ing the work required a
I most johs The modern work%lace
neeseopeWIt adgan THI LOOMING
mat cap abrlrtres s million
L R
eeion o ﬁroi\rvltlh t¥ BETWEEN-
mainly in”high-skill gccupations.
Nost of these jobs will Bg-n te WORKERS
service sector. This kind of work AND JOBS V
now requires knowledge that wasnt ~
necessary 20 years ago.
maﬁ theywa in“which work now
Is being organrze requrresacomglete- |
ly new Set 0t skills. As companies shift |
from the old models of ass mny -line " |
Pro duction to Japane?]e -style work . . LEVEL! LEVEL 2 LEVEL 3
eamS .emplqyees will nave'to shar '] Has limited read- Hasreoding vo- Con reod safety
en t gir apli 95 t0 communicate, ing vocabulary of cabulory of 5,000 rules and equip-
dEtal ed look at hOW v/ rag 2,500 words. to 6,000 words. ment instructions,
work er% will match against e Reading rate of 95 Reading rate of and write simple
NEW JO0S Etween HOW an tne to 125 words per 190 to 215 words reports
ear 2000 tell 5 the story (Chal’t) minute. Ability to per minule. Ability
hlda or D gt has devised’a 'CiS write simple sen- to write compound
method Jor measuring, on a scale of tences sentences

one to six, the fevels"of reading, writ-
104 BUSINESS WEEK/SEPTEVBER 19.1988



minontiol and immigrant*, who tend t
have Ie’* education ntul fewer ddll*

than. other employee™.

Mlnorrtres Rre the neediest of these
new workers. Uut as employers become
mcreasmqu dependent on them, minor-
Ities, are ?glng gehlnd in_readmit and
writing Skl| nd those already work-
|n tend 0 bostuck n ?ccuRatrons that
ar djsappe r|n ave jobs In
growrn In ust |es t le, pngc
Aa the economy contrnues 0 expand,
hi« companies are looking harder for
new workers, But manby norities with
Iow skills stil aren eing hired. Last

l(\%n% or{) York Tele-

one ad to est some 00,000 appI|
ants—man of whom were minorities—
to hire eo le. "There are lots of
eople wno s il Want jObS bué they’re
ro outs who aren't g il le aeys
Howar Harman New York Telepho
|recto m oyment

op ew 0 a ady are working will
nee massrve retrarnrng to keep™pace
with changing job requirements, The WhICQ now numbers about SQﬁII] com-
are the 30 million who wall need more pared with (ID in the ear
math and sclence to 0 I[?]erate com uters onetheless, t ecomﬁan has been
and robots on the assembly lines or force 0 InCreas |?] use fraining
ter reading and writing skills to keep Up rapidly to u&gra e the skills of Its re-
In_the ollice. maining WOrkers. v has four technol

Trug, man eompames are'ysing %ech 09 -lea nlnrtr centers where 3 Po £es
noIoPy eplace’ workers—but™ those tau%ht 0 operate the hancheld
empldyees who stay on ‘h e Job generall Euters hat teIephone repalrers use to

must im rove theif skills. For ‘instanc, track of or?erf ne five- aY
New York Telephone has used new tech- course retrains skilled-splicing techn
nology to help shrink its work force, ~cians wh |nstaII overhea téeIeR one ca-

ble. Be ore, E/

wire that was 6 inches In dlameter sas

Ray Bucaria, New York Teleph rf] -
rector of train-

CJACTUAL SKill LEVELS OF NEW WORKERS

Percent of 21- to 25-yeor-oWj entering
the labor market from 1985 to 2000

g SKILL LEVELS NEEDED FOR NEW JOBS.

Percent of new jobscreated:  -y» ' T--a

from 1985 to 2000 v 7%
UVE14 -: « UvQs-. .- IEVE16 >
Can read journals Con read saentif- Has same skills as
and manuals, ond k 1 technical jour- Level 5, but more
write business let- nals and finanaal odvanced S
ters and reports reports, and write

journal artides.
and speeches |I
[ A AR

mta -huoso™ KSTrtLn, #8eDm.
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system Both workers and management

0 through intensive
trarmn qrou namic* and
problem-salving o Increase

manufactunng ﬁet)?r”ﬂé%'rttt o

this untrFa few yearn ago,"
]s]uyn fon Davis,” the umon
6ad 0f @ gm/unw {om train
mg pro ram in_Detroit. n all
yne's 3000 employees
took 19 mullion, hours
Ing, inc udrn? time_to
néw technofogy. That1
thap 633 hours per worker.
Companies. are now spending
some b|II|on a ear on worker
trarnrng A lot of tha ?neg
r?r teorsu radeMtahe sk|I fsc? 0|cc
After her ?ather % 'f
out of schoo at IGto work asacerk
n] gmr room tBueCr}oss Bue
S |e Massachusetfs, She wasn
Jo advance on the [ob for amostal
eca Then she enrolle d |n a. remedia
educatron sErO ram run and ﬁ aid Tor by
d she learne
th and hrst % Armed with a new
school diploma, Moscillo has had
three promotrons Now, she com- ]
pares claims made by hospitals
with payments Blue Cross makes
to them, findin an explaining
varlances-betwéen the-<wo.
baby bust. The churning econ-
omy i eneratrng millions of
displaced worker Theey - 4%
o nt for more than on ha
the peo e area
workw 0 Wil need re rarn
ng_by 2000 Throthout the
- some 23 milflon work-
ave begn displaced each
gear accordrng fo'the Bureau
Labor Statistics. Roughly 1
million Iong -term workers—
those on th t}Ob three ears or
more— have been displ ace annu-
aII){( Ap roxrmatel P of these
basrc skil s—readm wrrtmg,
and arithmetic. Conseguently,
third never found new jobs & aII
Others found work but at substan-
trall?/ ower QJ?)/
Elite workers, as well, could be
in short supply. Because of demo- }
gra hic trends, the U. S. Js facing
long-term shortage_of scien- |-
fists and engrneers The num- /
ber of hoth has crmbed ste% *\
Iy in the past two eca es
b nly bﬁcause the baby boorln
rought many young_ people
Into %he abo? %rce The per-
centagfe of students who choose
these Tields has actually remained
constant In the past 30 years, the

\OS BUSINESSWEEK/SEPTEMBER 19.1983
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MINORITIES ARISTU
mSNriU WRONG JOBS

forUHtdMOp*
—-indMMadfw
,198V* 2000

£ ?2rr5a

M
$50
e 4yt
Technicians o 7;I-fr_ R
A-  —*

ENGINEERS AND ARCHITECTS

it o

=\ARKELIRi

caregrs in't lese fiel

roportion, of 22-year-old* acquirin
Fbéhe lors t?egkre yelart]r screncegn rg
r(%meernlg; remained _within - *
Hrrow Band of 3 Roto 434 accord-
mg to the National .Science Founda-
(NSF).
If thrs trend continye*, the baby
bust could cayse growing shortage*.
gust M of students “continue to
cho se science or engrneerrng, the nsr
warns, there could “be n_¢umulative
short fall of more than (II)scrence

argar g 2(tlrneenn? Osabm uoug the

eerrn
Btudents at the raduate 9
graduate Ievels alread for
eigners. And this count |s acrn
ashorta e of 27000 PH sbyt
end of the. centul
Economists are quick to Romt
out that |n these IatrveI?{ Ioh-
pa¥ |e ds, -S ortagesae [ike-
ush up salaries and attract
Ore peop Ie But there’s little ev-
Idence that grewous shortaq fs
Iecntc:gle | more Students to scienti
growing gap. In addition, market
mechanrstms may not work quickly
enough to remedy shor
?ths wh o req urh/e an adartrona
SiX t? % ears of schoolin
Usuall e dcrsron enter,
enctr Is ma e 1n’high’ school,™ sah/
John H. Moorg, depu director of (5
st "We need to o omething today
et feens, thrnkrn serious| abtéourt

trouble."

A1l OCCUPATIONS. - .

...TOOMANY INSIOW-GROWINO JOBS*

t1 oss 5 'y

KG-ee 11

m-M'A

can soclety

—or we'll

The skills ga (t’ g poses a threat to Amerr
hat'goes beyond simpl

econom Jentlg abol']shortag%s

ew En and and elsewnere are driv-

Ip aquesn e]r/?/r %obse}gr f t_f(be-
come %etter quaIr J thrs srtuatron

may ch ang rastrcay as short-
a\%es mov the skills  |adder,
any new jO -seekers, could wind
up ¢ mpeth for a dwindling num-
her of ow—skrlled jobs,~ while
h| her-ski Ied obs begging
or wanﬁ é) ouarre workers
That would drive down wages for
% skrIIed workers who can east
I, and raise wages for
skrIIed employees, who are alread
better paid, The social consé-
qluences of thrs are clear. Warns
rwin S. Kirsch, a researcher at
Educational Testrn? Service In
Princeton, N.J.: we don't
boost the skrIIs of the bottom ranks
of the work é)rge have an
even more dlivide socrety than we
do now.'
By Aaron Bernstein in New York
and bureau reports



MODISH FAMILY
Karen and Melvin
Petersen. who both
worh Uu swing shift
atEchoBayMina
Ltd s Operation m
Round Mountain.
Nev., drop off
toddlers Laura and
Lori at the 24-hour,
company-run day
care center before
going to work. If
Karen stayed home,
"toftstruggle along*
from paycheck to
paycheck. It would
berough," she says.
Two incomes let
them save moneyfor
thegirls’education

FOR AMERICAN BUSINESSJ
ANEWWORLD OFWORKERS

Employers must look to the nonmale, nonwhite, and nonyoung— and competition will be vicious
Once upon a sim— "Oriental,””and "Spanish-American” checks and withholding taxes. The boss

pler time not so
long ago, "work
force" meant white
men in ties or blue
ollars. The image

act One gereration back, as the nation
settled into postwar prosperity, 30% of
all women worked autsid®; the home—

even ifLeave It to Bea reflected the
aultural ickal of famil. "Negro,"

their way to Persomrel.
The last of that numerous cohort is male, the nowhite, the nonyoung. There
now straggling into the world of pay— may be a push for non-citizens as vell:

workers always have helped to do Amer — is losing
icag work. But with a plentiful labor
suply, few employers had to reach be— numbers of young people available to fill
yond the male Caucasian in his prime
except for the least-wanted jabs. Indeed,
was never quite ex— by the late 1980s, as employers awarded
self-winding watches to 65-year-olds, the
first fresh-faced baby boomers were on

that confident glow. The declire
in birth rates after 1960 has slashed the

Jabs right up to the year 2010 and maybe
beyond

The years of picky hiring are oer.
Vicious competition for all sorts of work —
ers- ettry-leel, silled, seasoned- has

begun. Employers must look to the non—

AS THE POOL OF YOUHG WORKERS SHRINKS, WOMEN WILL FILLTHE GAP, AND MORE WORKING
» 73% ofallworkingwomen are
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of childbearingage -

>m6 0% of all school-age kids have

mothers inthework force, up ,

from39% in 1970

» Women with children under 6

are the fastestgrowing segment = g

of the work force”
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Over the next 10" Years, predicts the
Hudson Institute, an economic think
T80t work force entrants

tank, only
will be nutrve bom white mules.

Building U new, more diverse wo
force an qunkrng it tick will be one
Corpornto America’s biggest challeng
in the decade ahead.

MOTHER, DAUGHTER,
WORKER, WIFE

About 40% of workers™ over-sge 40 al—
read yﬂ rovide care toparents according
to Anthony Gajda of Mercer-Meidinger=
Hanaen an employee -benafits firm.
rk  About Z2% of women who enre for nging
of parents must quit their jobs to do o.
es~ Agrowing body of research links em-
ployees" concerns for the care of chil-
drer] or elderly relatives wit p[)oductrvr-
ty losses Trom Increased absences
tardrness and stress on the job—and
such time-wasters 0s excessivé use of

In the gastl
Into the wor
It has b?en widel exlpected thate
ers would take aA steps to acco
date their s ecraI eeds 0 far thoug
oers ave been able to hire
/00 all Women without doin
[ntrgh verg n‘ferentP/ T atsR
ecaust in a world of staghant
rea earnings, women and therr
families have' needed the money
more than companies, needed the
Women Feminism, higher educa-
tion levels, and rrsrn? Xpectations
Pushed women Info the work
orce, too.
ol -as-emp Ioa/ers- fish in 4

shrinking pool for new workers
and try o [et In experienced ones,
wome e In a position 10

make demands Companies will be
forced to make it easier for Wor
ers to balance work an fam
Three-quarters of worki
en are in therr chrldbearrngn(vears
more than half of all hers
Work Thoi(e with |Idren ounger
tan emaeupte astet?
segment of the work circe
Fo many such women, as Wela(
for therr spouses, balancing, wor

gars, as women ventured
ace In growing numb ers

the phone. This holds for men in dual-
care r marrra es aa well as. for srn%e
at ers an sifigle sons. But it's partiCu-
larly true for women. At Touche Ross &
%o Susan Schiffer Stautbersg frgures
the a pends

h verage working woman

THE COMING
LABOR SHORTAGE

ms
AfUCEHT

[] Cﬂtm »6Tm

life wih garentrng at-a distance
presents [ogistical haIIenges worthy of ~ years rarsrnF kids and 19 years garrng
arfarrtnn‘frc thriroller.-1 ora md refatives.'Her grim'jokef*Mid-

It 1sn't only children. As the U. S. p og |ea s the Iominutes in between,”
ulatron becarnes older—and by 2000, The productivity |ssues are greater
will be between 3 and 54—rmore people than a workda Iost when the babysitter
must take responsibility for their par- ? out or rfrn ma breaks her hip,
ents, Americans are ” living longer Famr eaves allow g parents time off
thanks to better nutrition and medical to cae or a new baby or deal with a
breakthrough but, those beyond the family crisis, he gretarn women workers

/are often ill or infiry’ Services  and boost moraI

e0
ge expensive, so care usually falls

famrly members—many of whom work,

MOTHERS WILL INCREASE THE

> With divorce and out-of-wedlock
births running hrgh the tvprcal child
bom in America today will spend
some time in a single-parent home.
Such households, usually headed by
women, are more likely to be poor. -
Children inpoor families are at risk
for school and social failure

SPECIALREPORT

and loyalty among oth-

fo ersas well. A 1%6report by, the

General Accounting Office  indi-

DEMAND FOR CHILD CARE

»Only 5% of U.S. companies help
their émployees with child care.
Only about 300have helped start
day-care facilities v

»In 1982 a quarter of all mothers
not in the work force said they
would work if adequate child care
were available -

cated that 3uch policies don't cost much
Ven th?th temporary _workers mnv
ave tomllinor o ersa may have to
work overtime. Le%s islation, requiring e
ployers to provide Unpaid family leaVe to
care_for sick relatives or newbabies is
on Congress’ agenga,
Chrld care especrally, is politically hot.

5 b| Iron oill ggonsored by S nator
Ch nstoo n)an
resentative DaIe E KrIdee

would set qua |% standards &@Dr_ chra
thes’ ?ot’ae T OLClerS o
rfd new f pacr Ities. Michael Dukakis
packs the bill's concept without endors
e S0 ol Seorde e
oor familjes where at least one
arent Work? to be used for child
care or to hepmot ers otay home.
‘Cark-qivirs. T ere IS Wwiae-
spread a%reement that the fed ral
over nt assom&rolgt h)
eon the current [l
r]olent care tax credit, the
, lon sgent on day care, and §15
h|on for the Heaf Start e
childhog ram for disady
ta ed(hgs Sta Qes expanging their-
P 8rams are Cry |% or more
unding. California’su srdrzes day
aare for low-income toddlers. Tex=
"as ‘school-dlistricts provide. prekin-
dergarten or 4-year-olds from
Poorn '%nr Ir% l\gast?]achuse Js |s
| Increas
h)rlld gcare Wrth ?oans t0 htP P cen-
ters and grants to expand referral
Brogrﬁms train “care-givers,” and
them more.
he Problem however, is falling
|ncreas nqy into the corporate Iap
oston nrversrty researc ers
ey. KL.Googing and=Dianne
Burden recehtly surveyed 1500 wor ers
r]br cor orafions. Someh ]% |d*em
E overnments ou are
srr or hel balance wor
% Irfe 7« sard companies
oud ta the Tea,
About GUJ/o do offer some degree of
Work schedule flexibility. But le3s than
5®of UJa. companres—a grand total of
W|t child
car% osto tose o
--"ther allow employ-
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ees to save tax dollars by setting aside
pretax income for day care in fledble

berefit plaB, or they provide informa—
tion and referral advice. Only 260 or 300

companies have helped start child-care

oaters.

It's lilely that more women would en—
ter the job market if they could fird
good child care. In the 1982 census, 26%
of dl nonworking mothers with pre—
schoolers said they would look for work
if "reasonably priced child care were
aailable.” An additioral 13% said they
would work more
hours. If half the frfPaflal
women claimingthey t t
are so constrained SW mm

went to work in the ;L pmj
1990s, the labor | «rl

force would gain |
850,000  workers, -

—erptes «<olurbia®v._Uni:- -

versity. .economist -

David E. Bloom!"

a bonefit. Indeed!"jggajg®
some companies are BBSjB
looking at child care

as a recruiting de- f
vice, especially in

clerical, food service,

and hospital jobs,

which depend on

women workers. But

the impetus Is grow-

ingelsewhere. Faced

with a local labor

shortage, Echo Bay .

Mines Ltd. at Round Mountain, Nev.,
has enticed farentis to lurestifor swing =
shifts by keeping open its-onsite day
care center 24 hours a day, seven days a
week.

Eastman Kodak Co. helps its Ameri—
can employees look for child care. In
addition, the company is experimenting
with job-sharing. Two Rochester (N. Y.)
mothers with young children split the
titke "professional recruiter’; their 24-
hour stints overlap on Wednesdays. Ko —
dak alloss up o 17 weeks of unpaid
leave to care for a spouse, paret, sik
child, or new baby, including adopted or
foster children. *We have a lotof money
invested In training. This is protecting
our investment," declares Mary J. Har-

MINORITIES: FAST GROWTH AND TOO MANY DROPOUTS

”V

£ — »Among white 18-t0 21—¥ear olds
5 TORUATONGOWH ] _136%have dropped out 0 hlgy school
16200 | Among blacks the rate is 17.5% among
] — Hispanics 29.3%
- . »The hiﬁhschqol dropout rates inmajor ...
cities, where minorities are concentrated,
WHIm  blacks hispanics ranggrom 3%inNew York to as high
ArtKinwHUIUUN e . as50%in Washington "
B e \-MU:ME£AU<X THTCDSW - -
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mothers with, child-support orders, re—
ceived less than the full Amount due.
The average annual payment was $,315.
Another aspect of the poverty problem
iswomen®s pay. Women 3§ eamings aver—
age $16,2, 70% of men 3. .Many moth—
ers work part-time for far less pay._ .

Harvard sociologist David Ellwood
predicts that more than two-thirds of
chilldren who grow up in a single-parent
household will .spend atJeast aome .of.
their childhood In poverty. They are
three times more lilely than others ©
drop out of sdool, and they are more
deficient in dlks. Black and Hispanic
children, while a minority of the poor,
are nearly three times moie lilely to be
poor than whites. A National Assess—
ment of Educational Progress found
that only 60% of white young adults
could locate information in a news ati—
cle or an almanac. The number was 25%
for bladks and 40% for Hispanics.

Labor shortages in the future could
present an unprecedented opportunity to
improve the lot of the poor. “The new
workers— although they are from

groups disadvantaged by discrimination,
ladk of education, and language barri—
ers— will be in very great demand,"* says
Labor Secretary Ann D. McLaughlin. Al—
ready employers are having to reach
further and further along the labor
quete. Where necessary, they are patch—
ing up the ragtag ddlls they fird there,
sometimes at huge expense (page 139).
Social thinkers say early intenention,
with, such proven .child-development—pro-
grams as Head Start- or even earlier
with +utritin programs and parenting
classes- s the real tidet o huilding a
competent work force over time. Half of
al teenage mothers eventually escape
poverty through education, with measur—
able improvements in their kids “achieve—
ment and prospects, notes economist An —
drew Sum of Northeastermn University.
“If minorities are 1o succeed, we have
got to start educating children much
younger and work through their par—
ents,” says Gloria G. Rodriguez, director
of a support and training program for
poor Hispanic families in San Antonie.
Despite its track record, only 187<of di-

OLDER PEOPLE ARE AH UNTAPPED RESOURCE

POPULATION
55 AtiD OVfl

1980

AMIUOKS '%5 -

DA BRLIOFTX (336
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»n 1980, for even’retire,
there were 17Americans at
work. By 1992, it will be 1

retiree for every' 3workers

»n 1981, only 684%of all
men aged 5b6to 64worked. I/
retirement trends continue,
that will drop to 626%by 1995

yean—and it

mnMDT Krrooi
Leon Levitt. 81.

gible children are
nerved by Head
Start, due to inade—

rrtirtd from his satis  quate funding.
lob a decade af/o. The challenge_ b
clear. If minority

butm months lain g&ls ure not up—
hiwent back Wuvrk graded, they will de—
as a trainee teriorate  further.
. Companies will be
machinist. "Work  forced to substitute
adds life toyour cpital for the un—
sailled ldor. Tech—
nology, after al, has
many faces. Given
skilled workers, it
can upgrade a jab
task and add valte.

actual. /adds years
onto your life," he
says. As the work

force a%es, moreand Or, t cope with

work-force shortcom-

NUC TESUMES MYy _jinkV it .cag te. upd

retemble that of <" * 10" “deskill.” The

i i it + classic example B
Levitt, .WhOJUStaII eorall a ?Corp.
back his workweek 0 pependent on young
49hoursfrom 55 = workers with poor

sills,-the hamburg—
er chain has replaced words on tre.keys
of its cash registers with pictures. That
may work for McDonald & But for soci—
ety 0 take that path inplies low wages
and a declining standard of livirg.

BRINGING THE RETIRED *
BACK FROM RETIREMENT

.In our time, -the shrirking, of. the Ameri—
can manufacturing sector has written
off a generation of middle-aged blue-col—
lar workers caught between the foundry
and the computer. And even as the econ—
omy faces labor shortages at all leels,
the most striking employment trend in
recent years has been a shift Lo early
retirerent. Only about 5&/=of men over
age 65 are in the work force today, down
from /= in 1970. Only &< of those age
5 1o 64 il work, compared with &
two decades ago.

Such trends were perhaps understand—
able as baby boomers crowded into the
workplace and companiies doansized. To—

day, though, it is waste on a vast

SPECIAL REPORT
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hchiv. A typical American who ha*
reached the age of 65 can expect  live
an additional 17 yeam. By “Mii tho I).S.
National Center for Health Statistic*
predicta life expectancies at birth will be
84 years for women and 10 years less
for men. Today the 0B+ear-old who
taken early retirerent sessatially mid—
dle-aged, und retirerent may lest half
aa long as his or her work life did.

The good health, ddills, and work his—
tories of the "young old””can hel > Die
nation out of its demographic fix "Peo-

pie should work longer and be produc—
tive loger. We should get away from
the rigidrties that go along with age 65,7~
argues Alan Pifer, chairman of the
Southport Irstitute for Policy Analysis.
Pifer, who directed the Carmegie Cor—
poration™s Project on .Aging, advocates
continual education and retraining
throughout ore’s working life. The em—
phasis should be on that restless age
around 50 when the kids are gone and
“you Ve gone about as high as you e
going to go in the hierarchy. ttwould be
nice if a kot of people could be “repot—
ted, ™ he suggests. As a vision for the
nation, that projects a huge agenda: re—
ordering what s now an ad hoc and
haphazard retraining process. Italso re—
quires new beefits systems, such as
portable pensions, o erase disincentives
for middle-aged workers to move on.
Many ower-G0s, furthermore, don"t
want t be put out to pasture for 20

yeari. Smart companies are finding
ways to retrain and employ tham. In
Florida, where 18% of its population b
over 66, the future B now- fast-food
chums recruit workers in retirement vil—
lages. Last year, Kelly Services Irc. in
Troy, Mich., put out a call for workers
over %. Now they e 86 of the "temp"
rdks. In Boston, one BuyBanks irc. unit
haa hired 46 retiress as dericls, Ellas,
and clerku since lust November .

Keeping older workers in the job mar —
ket won"t be easy. Says Census Bureuu

NSW CmZINS
Opening America's

mtm

can h bar Force, Bngg* argues that
minority youthn could aoon be competing
with immigrants— legal and illepl- for
entry-level jds. Band Corp. researcher™
nay there’s no evidence of this yet. But
they warn that U.S.-bom Latinos must
improve threir sklls © qualify for the
high-tech jobs of the future or compete
with now immigrants for lowpaid jds.

Today"s immigrants, on average, arc
less silled than the rative-boni. M obi
luck a high-school education. Only 20%
are admitted because their dills are in
great demand. But
the criteria could
change toward more

"Golden Door" has Tphl’efem for sk;:ls.
helped tuith past ﬁ%&?@sﬁ__
labor shortages, bu. i, will hire 20000

suvlling waves of
immigration might-
serve to stall efforts mm
to integrate blacks,
Hispanics, and
women into the
gconomy more
effectively

forecaster Cynthia M. Taueber: '‘They
can afford to retire and will." The elder—
ly have escaped Reagan-era spending
aits. Social Seaurity, medicare, and med —
icaid spending, on nursing homes have
eliminated most poverty among the old.
Sill, retirement can be boring. I busi—
ness makes work attractive, the oldsters
may come back in droves. "

THE U.S. COULD LOWER
THE DRAWBRIDGE AGAIN

Faced with labor shortages in earlier
times, America has opened its borders.
Immigration is still a policy gotio+ the
wild card in the labor-market outlook.
For Cormell University economist Ver—

;ign nurses on

year Visss.
The Tde*of ot
tals _staffod... by.
sklled foreign pro—
fessioels and  low
paid native-bom jani—
tors doesn T sit vell
with some like Pat
Choate, TRW Irc."s
futurist "Ultimately
we have to have an
economy that works— and do everything
with our own people,” he says. Yet, he
adds, the U. S. should "use its incompa—
rable advantages" to attract the world"s
talent Foreigners here to study engi—
neering, say, could be required to stay
and.work. ... . -
Unlike immigration policy, population
trends hold few surprises. "We have a
lot of control over how. demography hits
us. Itg more of a glacier than a thunder—
bolt,” “reflects Jack A. Meyer, president
of New Directions for Folicy, a Wash—
ington think tank. "If we sitback, we fe
in for some problers.” The danger B
that the U. S. will fail to address 1ts de—
mographic challenges in time.
By Elizabeth Ehrlich in New York, with

non M. Briggs, unleashing even more Susan B. Garland in Washington, and bu-

immighMtion will sl efforts o inte—
grate women, blads, and other minor—
1ties into the economy. In a recent book,

Immigration Policy and the Ameri—

WILL IMMIGRANTS FILLTHE JOE GAP?

LEGA IMIGRATION » -

196771 197776 197781 1%
AMLLIONS
un lutu« K onus
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>Or]l¥ 20%0f legal immigrants are
admitted for job skills. Family ties or
refugee status are the usual criteria

»Over halfa million legal immigrants
arrive each Kear— more than at any
time since the 1920s/™"-"

»Some 2to 4million illegal
immigrants live in the U.S.

reau reports



WHY THE UNDERCLASS
CAM°T GET OUT THOM UNDER

In an era of prosperity, legions of welfare mothers and inner-city youths face dead-end lives

Terence Maclin of-  series of temporary jobs after a dispute |solaﬁed from the nation’s economic and
ten drnams of - overF social mainstream. This legion of chron-
&plnq Milwau- In the gast unskllleg and po ?rly edu- ically unemployed males™and welfare
ees tough North cated bIa ouths such as Maclinhad a mot ers, concentrated In crime-ridgen,
Achte3 Xft<8|d | shot at a decent-paying job. But now, es perately poor, |nner city neighbor-
wl%l my ohln71 'hua- man?é of the breweries t at made Mil- oos ntumbers at Jeast 15 million.
ness,’ sa s the 18- waukee amous are shuttered. The  That figure continues fo mount  de-
year-old leader of a youth an known city’s emplo ment boom has heen con- prlte a 3|x year __economic  expansion.
as Two-Four. Then | can have people ce trated arghy in Jobs that requne he rising tlde of prospen(tjy left those
Workln? for me." skills far higher than Maclin’s. without & high_ schogl goma un-
Maclnsfantasy of the strﬁ aht life i |? odds are very strong that Terence WI|| touched," sas John D. Kasarda, an

likely to remam just that. A high school never make it." says Charles Meyer, a  economist and chairman_of the Univer-
dropout who's Been in and ou oMuve- rogram. director «t wme. Westside,Cen- 5|t¥] of North Carolinas. Somology Dept
nile’ institutions since he was 9 Maclin ~ter, Where Maclin sometimes hangs out %were not even op the boat"
can’t read at a sixth- %rade level. He's Young people such as Maclin tan be ough the underclass Is relatively
enrolled in a hlgh school e uwalenc found in decaying inner cities all over smaII in S|ze It reverberates across geo
program but cn onlcall¥ cuts classes.  America;. They represent a chilling phe-  graphic, class, and racial lings. D E_
And Maclin recently quit the Tatest na  nomenon: a growing black undefclass  Felated crimes and gang wars are sha



inff \he complacency of HAMMNO OUT!
Tigflee;CIllﬁa%ofomrgT’Egtls_ Minorityyouths in
tighten, business has urban ghtttos such
begun to worry about as Dorchester,
:ﬁegc';%' ng;&oz:\sf dillsl-_ Mass.. (left) often
equipped 1o tnko on new  €schew work even

Jas. And the cost of \yhen it's available.

coping with aociety"3
failures are staggering.

For some, fast-food

The notion spends $20 jobs paying as much

billim annually on pris—
ons. Caring for low-
birthweight babies bom
1o mothers on welfare
who are high school
dropouts costs another
$188 million per year.

The growth of the underclass is the
result of many complex forces- from
racisn to the frustration and apathy
that persistent poverty can provoke.
"It’s very diffiailt t© point t any one
thing inan environment where so many
things are hostile,” says David T. HI-
wood, professor of public policy at Har—
vard University. "But everyone agrees
that all these negative things start
10 feed on each other, making itmore
difficlt o latch o+ to any simple
solution. Tim

sknowledgb-intsnsivk.' Among the
most potent factors, is the two-tiered
economy. The economy 3 general weak —
ness during the 1970s and early 1980s
“fiit people at tre. bottom of the barrel,
the hardest,” says Brookings Institu—
tin economist Robert D. Reischaler.
Starting in the 1970s, white women,
baby boomers, and immigrants flooding
the job market have made iteven more
improbeble, that less-educated blacks at
*the end of the hiring queue will be cho—
sen for jas.

Meanwhile, m the

past two--decades;

manufacturing it
mld stries- Virteally T

vanished from the

cties. Some closed

down, skewered by

intemational competi—

tin. Others moved to

convenient, sprawling,

suburban tracts. Just

25 years ago, half of
Milwaukee 3  jobs

as $7an hourdon
compare ivith the
enticements of life
on the street

$1 INVESTED IM.

1

at lesst some college education. As a
result, employment of the poorly edu—
cated has fallen sharply. That is partic—
ularly true of adult black males who
Ine in aties. Only half of these men
work, even part-time, as compared with
80% in 1989, according to Kasarda.

University of Chicago sociologist Will —
liam Julius Wilson, author of The Truly
Disadvantaged, argues that antidis—
crimination legislatin and affimative-
action programs may have inadvertent—
ly*compounded the problems. Riddle-
class bladks, who could take advantage
of new job and-housing opportunities in
the 1960s and after, fled the ghettos,
leaving local schools to the poor and
removing important role models-
adults who work at steady jdbs. Those
left behind no longer hear about work
opportunities. Even the habit of waking
up t a ringing alarm clock is alien.
"Youngsters-are growing up ina com—
munity where people’s lives aren"t orga—
nized around work," Wilson says.

HOW SOCIAL INVESTMENT

INCHILDREN PAYS

SAVES

were of the high- Prenatal care for poor women  $3.33 inhospital care for
paying blue-collar ~ . lovbirthweight bebiies =
tye. Today less o ’

than 30% are. In Childhood immunization $10 in latermedical costs
%::1 FO%C'?SS’ e\gﬁ Preschool education....... $4.75 ingpecial education,
more dramatic. - ., velfare, and prison costs

Many of the Remedial education /. .-... .$6 inthe cost of repeati

newer jobs are ~ < - %rada. - "
"knowledge-inten— * " /g *

sive”" white-collar
posts, which require

SPECIAI REPORT

DATA HIECSLEO COMMTTHONOBISZW, YOUTH/ATO FAVLES

Even when jobs are
aailable, few are per—
ceived as true opportu—
nities because pay I
low and prospects for
promotion are virtelly
nil. "Places give you a
hessle, say they are not
hiring and come back in
a few months,”" com—
plains Corey Newsome,
a former member of
Meclin®s gang- In some
tight labor markets,
fast-food restaurants
pay nearly twice the
minimum wage, but lo—
cal youth unemploy—
ment rates remain high.

"Fast-food places aren €paying enough,
not for what they want you todo,” says
Newsome. The lucrative altermatives—
drug dealing, pimping, and theft- have
no shortage of reauits, though.

The allure of criminal activity isoften
attributed to the disintegration of the
black family. In 1990, 20% of black fam—
ilies with children were headed by wom —
en. Today, half are.
wU-FAral trapt Contrary to popular per—
ception, the birth rate for unmarried
Black women actually has"declined since
1980. But- the marriage rate among
black women has dropped even more
sharply- as has the birth rate to mar-,
ried women— so single women dill bear
more, of the conmunity"s bebies. For
Wilson, the explanation is the shortage
of "marriageable" black men. “The in1
creasing irebility of many black men to
Support a family s Die driving force
behind the rise of female-headed house—
holds," he says. .

Some social sciattists, though, be—
liee that cultural factors have become
at least as important as economic ores.
"Ifyou Ve got full"ein-

,Ployinett, . Aal-, an.-
dill going to have
an underclass,” ar—
gues social scien—
tist Charles Murray.

“file do not know

how 1o change the at—
tittdes of even ado—
lescets who have

grown up in the

underclass." Mur-

-ray3 1984 book,

" Losing Ground,
faulted federal wel —
fare licy for dis—

couraging marriage
and work while re—

warding out-of-wedlock
mchildoearing and unem—

ployment.

"It now more acoept—
able than ever for a fa—
ther to ignore his responsi-

BUSINESSWEEK/SEPTEVBER 19.198812®
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bililes," addB Stuart Butler, director of
domestic policy studies at the conserva—
tive Heritage Foundation. "The as—
sumption k that the government will
take care of the problem.””

Certainly, most welfare programs do
littke to encourage work. When recipi—
ents who want to work weigh the low
paying jobs for which they fe qualified
against the loss of welfare berefits,
medical berefits, and the additional bur—
den of dhild care, many figure they e
better off staying home. "The system
goes around and chokes you," says
Bonita Williars, a 24-year-old mother
of sixwho lives at the Milwaukee Fam-

.ol

SAVETHECHILD: iy Crisis Center.
Improved sarvicss for Chilld care and jof%_

training are d
dildren. suchas ~ Cus of the new $3
day carefor

billion welfare re-
i form hill pending
disadvaritaged lads  In Congress.
inNew York*sEast Whatever the
u i i. causes of the un-
a em.tnay ¢’k JrCBSS phenome-
surcstway obresk  noni there s no
thegdeotpoverh™  question that the
consequences for
black children have been disastrous.
Three-quarters of them spend at least
some time in poverty, compared with
one-fourth of white children. One-third
of black kids are poor for seven years
or more. And those growing up poor
are more likely o become parents
themselves at an early age. In tum,
their bebies are at risk from low birth-
weight, which tends t increase the
chances of brain damage and leaming
dishilities.

124 BUSNESSWEEK/SEPTEMBER 19.1983

Dr. Jumes P. Comer, professor” of
child psychiatry at the Yale Child Study
Center, says children of uneducated
parents are less lilkely to develop the
early language sdlls and excitement
for leaming that will prepare them for
school. Fully 60% of daughters of single
women who are on welfare for 10 years
or more will fird themselves on welfare
for at lesst a year during adulthood.
Urban Institute economist Isabel V.
Sawhill worries that underclass commu —
nities willl be "breeding grounds for an—
other generation of poor people with
lite hope of becoming part of the
mainstream."

-, N em"e 4

To break the dhain, some black lead—
ers are calling on the black middle class
for assistance. Others are saying that
poor blacks themselves must accept
greater responsibility- and that their
community offers positive models, twm.
"There are kids who are not on drugs
and teenagers who are not getting
pregnant,” says Robert L. Woodson,
president of the Washington-based Na—
tioal Center for Neighborhood Enter—
prise, which encourages tenant man—
agement of public housing projects as
vell as other community selfelp pro—
grams. "We need to leam from people
who are successful.”

Improving the schools that poor chil—
dren attend iscaritical as vell (page 129).
So s reaching the child before school.
Last year the Committee for Economic
Development, a corporate-funded re—
search group, recommended $11 billin
in additional spending on prenatal care
and nutrition for pregnant women and
preschool education for the nation$

most disadvantaged kids. Their point i
that intervening at an early age may
vell improve a childB lifelong prospects
(chert, page 123) and save money on
other social programs, such as welfare,
down the lire.

Some ex|KIrta kelieve that expanding
programs such as Medicaid and Head
Start s only a first step. Harvard lec—
turer Lisbeth B. Schorr Bays that sccial
service agencies have to do a better job
of coordinating the services they deliver
1o poor families, who often suffer from
a spectrum of problems. An agency
that provides preschool education to a
child without addressing a parent’s de—
pression or the child"s nearsightedness
won T help much. "The programs that
work best are comprehensive and inten—
sie," she says.
iktimidatkd. Encouraging the employ—
ment of young adulta”is-anothermécea’™”
sjty. In Boston, a successful business-
backed program s teaching 150 poor
adults such workplace skills as resumfe-
writing, interviewing procedures, and
telephone etiqette. James B. Marshall
J., who i in charge of the program,
says many youths are intimidated By-
the prospect of leaving isolated ghettos
such as Roxbury to work.in a down—
town glass tower. Other programs that
provide intensive remedial education,
Job training, and child care have helped
long-term welfare mothers enter the la—
bor force.

North Carolina’s Kasarda believes
that suburban employers must reach
out®as well through job information
networks and provide transportation
pools. Marshall says that employers,
who are often reluctant t hire 1mer-
city youths, "have to understand that
their personnel in the next 10 years is
going o be different from what they e
used to."

This realization is the product of de—
mographic trends that In some areas
are already producing labor shortages
among young, entry-level workers.
However, federal policymakers, worried
about yawning budget dcficits, seem
unlikely t launch a major new effort to
address the problers. There is little po—
litial gain to be had from aiding the
powerless underclass, and indeed, the
Presidential candidates have not taken
up their cause.

Yet, argues Princeton sociologist
Richard Nathan, “If there was ever a
time o work at these issues, it3 now,
when theie 3a declining labor force.” If
America lets this opportunity pess, it
will do so at itsown social and econom—
ic peril.
By Susan B. Garland in Washington,
with Lois Therrien in Milwaukee and Keith
/. Hammonds in Boston
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ITS TIME

TO PUT OUR MONEY

WHERE OUR FUTURE IS

Investments in education and training will yield surefire returns we can’t afford to ignore

In the US., when
you tum 18 or be—
come a citizn, you
— . may register to
wote. The process
varies from state
1o state, depending
on the requirenents of the local board
“of Sled"drisBl It ofitfthing is Trlie-across
Iho nation; You donotneed to fe able.to
ereed or write. The Voting Rights Act of
1965 and its amendments abolished liter—

nolagies will demand that skills keep im— ment should come through loud and
proving. Ignorance costs far more than  clear. The federal government, state and
knowledge. local governments, business, laor, and
In a % trllin economy with a &L tril— the electorate will dl have to do treir
lion federal budget there s surely room  part. What should be done? Here are
for some shifts in spending: away from some suggestions:
plant and equipment and toward work— B Irstill th* habit* of leaming and work —
ers; away from the aged and toward the  ing Inkids atan carly aga. “Early inter-
very *yofing;-nnd "even-away- from fun» _eyentica 7—hy. .means, ,oE-reschool. .,
and.toward people. Whoever wins the grams haB shown proven results.
Presidential election on Nov. 8 should Numerous studies demonstrate that*the
spearhead a new: national commitment o younger the child,~the greater the long-

acy tests, among other discriminatory lo— Averica®s future by investing in itispeo— run payoff of an investment-in that

al requirerents, that had long disen-
-franchised. millions of black and
disadvantaged citizs." *™ "y

Yet today the person who can vote but
mcaot read and write remains disen—
franchised in another, more fundamen—
tal, sense. The right to eam a decent
wage and make a productive contribu—
tion t© sciety can T essily be exercised
by the illitaate, the poorly educated,
and the uskilled. Disenfranchised, too,
is the unemployed steelworker unable to
fird the job © fit his unneieded ddllks.
Then theres the single mother unable to
fird affordable day care for her toddler
so that she can go to work.
. The old, hard, economic facts make a
compelling case for actin. The direct
costs are clear: Incomes are lost, and
unemployment and welfare berefits are
paid aut. But the oerall loss to the econ—
omy s bigger dill. America$ most pro—
ductive resource, itspeople, s not being
fully utilizd.
time bomb . The bean-counters in Wash—
ington and state cgpitals around the
country will say there s no money
aeilable o inest in educating and
training tomorrow$ work force. And
some econamists, such as University of
Chicago professor and BUSINESS WEEK
columist Gary S. Becker, whose pio—
neering work measured the rate of re—
tum to inestments in human capital,
would prefer that market forces elimi—
nate the mismatch between jobs and
ddlls. But labor markets take time to
work, and time i of the essence. Al—
ready the nation has suffered the conse—
quences in the intermatioal market—
place; in the future, fiercer corpetition,
changing demographics, and new tech—
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ple. Whatever ittakes- newmoney ora child. Often moth—
reallocation of resources- the commit— ers become in—



voIved In theM program;. ai well, and  derl ha grown fasﬁer thn inflation,  Dept could do more to promoU) demon-
ey help fo nurture andluttamalearn- Prenatal and_preschool programs_could  stration proiects and fund edudation re-
mg:ethrc in th e|r reach most ehglble participants with an-  search—efforts Uni hWOUd fp educa-
or every dollar mvented in npreschool nual fundlng )f anywhere from s2 hil-  tors improve the sc ools
programs such_us the government's 23 lion to $I0 Gillion, éxperts estimate. I~ mAdopt major now Inaanllvao to train
year -0ld Head Slnrt program or the Per- |TonscH of_such’ ma mtupe observes and re ra|n or ara qn a competitive
K% Preschool program m Ypsilunti, Isabel V. Suwhill. ‘seniorfellow at the %n rapidl chan mag economy, 0 0 skills
ich., more than fourtlmes that amount ~ Urban Institute in Washington, ‘won't ecom out ate? nd new skills are
is saved m public usHistance, special edu- exactly ill 'us.’ needed, "Most of us, after th ea% do
cation, and other costs. ChlLdren enrg(e Pay taaohara mor Iand arhap* It_a change occupations three tlmes nd ju
|n such programs are much more Iikely  form'tha whola taao rocaaa. First sg< t|mes obser esI toau* d|rector
graduate from h|gh school tnd be ‘here was reform, now there>restruc W ine. 1 O |ce o |ev AnuUst.v
ye than childrén not enrolled n tunng Thu process has begun but more  How to prepare. peope for those

ograms. Some experts urge even has t lie done to enanle the aagogn & %rha(n geﬁ neﬁvpr?gptlaltwescoitn TﬁvEEtméht

ear |er |ntervent| n, y]lnog P should g(os {0 pre are stu ents for |l
und begln in the womb. oIIar spent on work. This could involve “team ' mstruc tax credit fo businesses fgr mong pnt
*and prénatal care saves In the ‘cost of tion, Wléh hi g{h l|ualiliud "Ie]ad" teach- on improving worker skills 1S orie
an care for Iow binh- welght babies. ers, an ays to_ teach thinking Or a tax_cregit could be granted to Indi-
their moment_ the government skills as we as the basics. viduals for investments In training and
| are sp ends dabout 1 billion %gear on the While the impetus and flnancmgS for —education they make on thelr own. An-

care and education of preschoolers. Com-  these changes must come at the State  other incentiye to both employers. and
vork- are tha;' with gtab of 387 hillion for and Ipcal level, the federal government workers would be a tax- free |nd|wdual
nter- years spending on space research  can play an |mportant role @ acatalyst trajning account, akin to the [ndividual
pro- and chnol\%r Or ?88? lon for a sin- for hange The Education Dept, h retlre ent ac opnt which could be ornt
ults. 8 ear's worth of military research, ~mixed record.on this score. It report. A rycon ribute b{y workers an busl-
ttho evelopment, and testing. Or compare it Nation at Jiixk, shopk up gét lic schoo esses. For years ny tax break rant
leng— even: with lspendmg on the el ergy mcF admmlstrators and. launch reform ?d mdustw ? been, skewed way
that 199] social”.p that benefit ch process toutgor 0 Educatlon Secre-  favor of (p ysica mvesLment These “pro-

ary William J. Bennett hits been impa- posals would reverse that bias.

dren_have suffelged budget puts In real
terms,-while programs benefiting tne-gl* tlent with results. Arto- the -Educatlon rTarIorrth* workp#ac*lto th* n*wtabr*
orca. 0 retain 'female workers Who

have ma ey years' expenence and to -
. . . . ~ able those workers to he more pro uc-
o Ve TTn e twe companles should extend chrld-care
henefits far 1%reater extent Lhan
they have to date older workers
productwe empl oyers s ouId offer new
duties. and mg<re flexible, ours And
grantln WOTrKers porta le” benefits
ould-make them more mobile', and thus
- y ore respo sw? to the fast- changlng [a-
or emnso employers.
Too frequently, anagers have looked
at workers .as,a.cost rather than a re-
source. And every, extra-dollar spent o,
workers was viewed as that much more
pf ‘a Burden, whereas-"It'coulff be," 1 f wise-
y spent, a means to empower workers
to do better. Hundreds of companies
now recognlze this to be true with re-
spec fo rarmng Investments in tram
ng. yield tanglbe rewards, and a COéD
|n Iy business spends approximately
billion a year on training. The rewar 5
of changing the workplace are also
large. But a massive cultpral adjustment
may e necessary fo realize them
here's no doubt that government IS
in a belt- tlghtenln% mood,” and b u?mess
IS eacer to Keep costs under control. But
withgut stro g leadership and new
spendm prioritl s Amen(ia’s most pre-
cous re ource will be neglected. In'the
words. of a fmlhﬁr advertisement: A
mind is a terrible thing to waste.
By Karen Pcnnar in New York

For information on reprints ol this Special Report,
call Business Weok Reprints at 609 426-5494, or
wnlo Businoss Week Ropnnls, P.O. Box 457,
HighlSIOwn, N.J. 08520.
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.0ork Force

AnolrewJ.Sherman
riio Taylor Morton, president
and principal ownor o( Stomi
Corporation, operator of two"
Wendy 8 franchises in Phllacel-
has discovered that when she
hires employees she must spend pre—
cious"time teaching them the funda—
mentals q( good work hebitH,

Onehnan, now u star employee, start—
ed ar-The job with a marked Inck of
enthusiasm for doing what was en—
tailed- e even refused to wear the re—
quired uniform. Morton says ittook her
a year to irgtill in him a productlve
work ethic.

Hers is not an unusual sIer among
the nation3 small enterprises. They
"encounter these problems over and
over,”she says. "It is very asstly. The
time 1 spend training new employees is
very burdensome. " \VJ -

- Small businesses are the primaryjm-
try-leel training around of two thirds,
.of America Sworkforce. Leaders inthe
3mall business field say itcannot ade—
quately meet this responsibility without
more"assistance from government and
the academic community. They are cll-
ing for stronger federal programs and
incentives, plus a more dedicated part—
nership with educators. -

Thirty state conferences have been
held so far inpreparation for the White
House Conference on Small Business in
August, and delegates at all of them
have pointed out that small businesses,
unlike larger corporations, cannot af—
ford extensive in-house training. >

"TJemographic changes in the next 10
"ears will mean many fewer workers at
the entry leel and greater competition
among employers for the fully trained.
A Bureau of Labor Statistics report
says: "Labor force trends reflect the
movement of the baby boom generation
from the ages of...entry to prime
working ages." In 1984 there were 17.4
million workers aged 18-24; by 19%,
that will declire to 14.2 million,.The 5-
54 age group, on the other hand, will
balloon from 45 million t 55 million-
75 percent of the work force.

Says, Roberts T. Jones, deputy assis—
tant secretary for the Labor Depart—
ment"s Employment and Training Ad-

Andrew J. Sherman is a third-year
Washington law student with special
knowledge ofsmall business issues.

MANAGING YOUR BUSINESS

y

Training new employees isan
expensive burden carried by small
business people like Ralph Murray
(right), whosefirm designs anil

ministration: "Small businesses often
serve as a training ground for employ—
ees who then go on to big businesses.
All the time that goes into creating an
expert is lost when he or she is hired
away by a larger company."

Before they leave school for the work
force, "'students need to be made aware
of the berefits of working and staying
at a small business," adds Ralph Mur—
ray, president of IDL, I, a Pitts—
burgh designer and manufacturer of
advertising displays. Murray is also a
member of a special White House task
force on education and training.

As it currently stands, the autlok,
for the small business labor force s
grim. Small business owners attending
the state conferences have cited not
only changes inwork force demograph—
ics, but also the tedrological revolu—
tim, increased intermational competi—
tion, alarming illiteracy rates and
inadequate business education as fac—
tors that leave them wondering where
they will find pfoperly educated and
trained employees In the years ahead,

borme programs are already helping.
The Job Training Partnership Act,

Smallfinnsface the
prospect ofa muck
tougherjob getting
good, new employees,
Creative answers are

' being tried and urged,

manufactures advertising displayx. *
His company formal ly trains itsown
staff including estiinalor Al
Hammcrstrbm (left).

PXGTo hajw wuctkhrr

whiich replaced the Comprehensive Em —
ployment and Training Act, provides
Job training and employment services
for economically disadvantaged adults
and youths and dislocated workers
(those who have lost their jobs due
plant clesings), among others.

tate and local governments are

primarily responsible for manag—

ing und administering job train-

ing programs under JTPA. Gov—
ermors approve plans developed by local
Private Industry Councils, which are
composed of local education and train—
ing authorities and business leaders.
JTPA has served more than 1.5 million
disadvantaged and dislocated workers
since October, 1983.

“JTPA has been particularly success—
ful because it is run primarily by the
local PICs," says Jones. “Over 11.000
business owners serve on these PICs
.nationwice. .This helps 1 ensure that
the training programs are responsive to
the job sklls needed locally."

A report of the Washington-based
American Association for Adult and
Continuing Education shows that busi-
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nesses havir;cmitributed facilities,,
equipment,.mbncyr counseling, staff
and input oacurriculum development ttr
joint educationand training programs.
But, the report condudea,.“wearc only-
scratching the surface."

These joint efforts "raise new chal-
lenges and issues for the public educa
tion system," says Kent McGuire, ase-
nior policy analyst with the Education
Commission of the States, headquar-
tered in tycrver. "*Schools have to be in
the business of training, teaching good
Work ha&ts and giving students some
sense of ,what makes the business
world tick." -\

Adds McGuire: "Small business
needs to collaborate with,Bchool< at a
much earlier stage in the education pro-
cess. By the time a kidyeaches 72th
grade, his work habits may> have al-
readysohdg‘ied(i Y 4>§|* "lm

ne such partnership has been
O successfully established between

Treasure Isle, Inc., and the Hills-

;bo'rough County, Fla., adult edu
cation program. Treasure Isle is a 500
ethployee seafood company that wanted
to demonstrate its interest in training
people fo©better jobs. The company do-
nated a hirge doublewide- trailer for a
training center on company grounds,
stocked it with reading equipment and
typewriters and opened it to all adults
in the community.

y .
Because the area has a high Hispanic

population, much of the job training fo-
cuses on English language jskills', in-
cluding reading and writing.

‘“We are like a little jed school-
house," says Sandra Smith, an instruc-
tor at the center. "People come from 30
mile distances to attend.”

Hamilton Bowser thinks the problem
is not shortage of programs, but rath-
er, quality of instruction. Bowser is
president of the 38employee Evanbow
Construction Company, of East Or-
ange, NJf* and, like Murray, is a mem
ber of the White House Conference on
Small Business task force on education
and training. "It surprising how few
of today’s business management pro-
fessors have any practical business ex-
perience,”’says Bowser. "'Perhaps a co

op program should be required* torc

business teachers to ensure-that they
keep their fingers on the day-to-day as-
pects of operating a busifcess.”

Small business conferees have rec
ommended that federal legislation to
partially,subsidize the cost of onthe-job
training be enacted in the form of tax
credits, rebates of employers’Social Se-

MANAGING YOUR BUSINESS

TeachernRobertSanchez (bottom left)
anftSandra Shiilh (top right, wearing

.0 — v, tweeter rat} teach basicwork skillsat

" riiiaduleducation center in a trailer
AR

curity payments or authority to pay
subminimum wages. Most small busi-
nesses ‘‘simply do not have the re-
sources' to provide such training, says

But Louis Faoro, associate adminis-
trator foF business development in the
1Small* Business Administration, thinks
private business must take the lefd
role. "'SBA is pushing cosponsorship of

oy |

v

Where To Leant more

For information about training support
for small business, contact the follow
ing organizations:

The Education Commission of the
=States

Business Advisory Commission

1830 Lincoln Street

Suitei300.

Denver, Cdo.-80295

(303)8303600 \ *

Business Council for Effective Literacy
1221 Avenue of the Americas]

New York, N.Y. 10020

(212 5122477

Nation's Business march 1988j;j:t’-

donated by a Florida seafood-
company, Treasure Isk. .

training programs through its network
of small business development cen
ters," he says. ""SBA should be a catar
lyst, then the small business communi-
ty should take it from there.”

Says Hamilton Bowser: "The pro-
grams are out there, it is just that not
enough small business owners and em-
ployees are taking advantage of them.
You can't legislate participation.' IB

i

U.S. Department of Labor

Employment and Training
Administration

601 D Street. N.W.

Washington, D.C. 20213

American Association for Adult and
Continuing Education

120116th Street, N.W.

Suite 01

Washington, D. 20036

(202) 822-7866

American Vocational Association
2020 N. 14th Street
Arlington, Va. 22201 r

T |
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PROGRAM

1); ¢« ExrsnNG JTPA

2) Business Incentive Job

Training Program (HB 169)

3) SB 191; Employment and
Job Training" (Governor's

proposal)

JTPA RELATED JOB TRAINING PROGRAM PROPOSALS

FUNDING

Federal

State GF

E.S. Tax

FUNCTION

JOB TRAINING TO DEVELOP ADAPTABLE SKILLS FOR A VARIETY OF
POSITIONS THROUGH ON THE JOB TRAINING, 50% WORK SUPPLEMENT-
ATION AND EDUCATIONAL PROGRAMS

state match for customized training for new jobs created
by locating or expanding business in Alaska; contingent
upon guarantee of placement after training; administered

THROUGH EXISTING JTPA PRIVATE INDUSTRY COUNCILS

supplemental funding for expanded JTPA activities






SENATE COMMITTEE REPORT

FURTHER
]
DATE TURNED INTO OFFICE w0
A/26/89
Mr. President:
LABOR & COMMERCE CsHB 182 (L&C) am

Committee considered

relating to, and eliminating certain exemptions from, the regulation of
architects, engineers, and land surveyorsl extending the termination f
date of the State Board of Registration for Architects, Engineers, and jjfc.

..and recommended Land Surveyors

° [ 1 replase with _ CS YO same title
[ 1 or adaopt cs" 3[] new title L
£jfc LY 1 iax7.n [1 technical
amendment(s) and title change
i v (HB only)

letter of intent adopted

w0 [urdo pass

--
[ 1 do not pass =-Vj:
[ ] no recommendation L
I d : i .
£. [ 1 individual recommendations
T -p - .
[ 1 further referral to . o
Sea ) ) <y
, FISCAL NOTETFS) [ ] zero [ 1 fiscal impact [ 1 appropriation no FN
[ 1 new [ 1 updated [ ] pryevious
[insane as previous fiscal note(s) published
SS OTHER RECOMMENDATIONS
NV \
i/ /s m
X/ _/I_ l%j q\r_. ', - - f v ,V_%¢
frovx _
fchg‘:-zﬂ/?y(/):tl
f‘,v‘_,_,».- _.FI;‘ Ay
I
§3fma.  Pe it
T_" ] ] - y
g.iﬁ] - Chai signature and recommendarion VIS

[ ) Committee Backup attached



(=

1980 TECISLATAVE ESsi0N

N
BILL VERSION: CSHB 182 (L&C)

PUBLISH DATE: HOUSE 4/17/89

FISCAL NOTE
REQUEST:
Revision Date; Agency Affected:, Commerce & Economic Dev.
Title: An Act, raisins.,to. ,aad e lim in a tBmRlg: Occupational Licensing

and LSi.

certain exemptions from, the reg. of architects, eng.-,
Sponsor: Representatives Koponen & Leman Componentsj All.
Requestor:Hmiqp. T.ahnr..anri Commerce -

EXPENDITURES/REVENUES:

OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER

17rAt
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :

Preparedby:
Division: Occupational
Approved by Commissioner:
Agency:

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted A gency(ies)

Jennifer Strickler.

Larry Merculieff
Commerce and Economic Development 7T

(Thousands of Dollars)

FY 90 FY 91 "FY %

FY 92 FY 93

([N e)
OO
OO

™

OO o

(Attach a separate page if necessary)

465—2144
March 6,

pfjOnc;
Date:

AdministrativeO fficer

Licensing 1989

. Date: I/# /*?

page_J— of —

0.



1960 T EISLATAVE SESSION PUBLISHDATE:

FISCAL NOTE
REQUEST:

Revision D r /' Agency Affected:. Commerce & Economic Dev,
Title : An Act relating to. and ellminating BRU: Occupational Licensing
certain exemptions from, the reg. of architects, eng., and LS...

Sponsor: Representatives Koponen .{...Leman Components : HU
Requestor:House Lahor and Commerce

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY A4

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS °

TOTAL OPERATING 0 0 1 0 0 0 0
CAPITAL | o 0 0 0 0 0
REVENUE 0 0 0 * 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS *

OTHER

TOTAL 0 4 0 " 0 (T~ u
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME n 0 0 . n n n
TEMPORARY Q St 0 q U S|
ANALYSIS : (Attach a separate page if necessary)

Prepared by: Jennifer Strickler, Administrative Officer phone. 465-2144

Division : Occupational Licensing : ~arch 6» 1989
Approved by Commissioner: Larry Merculieff jL , Date: S/E/I7
Agency: Commerce and Economic Devel;pment //

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of



actualsb
Printed 10/07/68
TIti 0342 M

NESRY A AS

NMER (F LIENEES bk 445
FERENT OF LIENEES m  ksZ
ARSIV FRAGS

Adistntve  6D,3B 10,47

Beutne 745
lduEsigbaer 10l 951

995

Adinistative 7B 453
Dsigeiel 48 2

SBTOA. 206 448

SBTOA. 622 53

39 SEET - 220216 25,173
S eri” s ((BIBE 557



DIYISICH 0? COOPATIOWL. LIAANSING  (4-13-89)
A 9D FBAISCTID BIXKT KB GOXPATIAS (WO Busiress Licasim)

FY 89 ; F 89 ; FT 90 ABAK 4YER
LICENSING ARA LUCENSEES @ BT BDE : RWEE

Architects, Engineers &LS 4,648 - 331,247 - 397,992 313,515



LU

Osa

QO N

N & <
*O

B == N

I?‘N-‘

"= >
@&

HD 182: An act relating to, anrl eliminating certain
exemptions from, the regulation of architects,
engineers, and land surveyors.

In Section 1, HB 182 continues the Board of Registration for
Architects, Engineers, and Land Surveyors (hereinafter "AELS
Board") through 1992.

In Section 2, the bill makes a number of housekeeping changes,
plus eliminates the requirement that the AELS Board publish its
code of ethics with its roster of registrants.

Section 3 of HB 182 substantially rewrites the exemption sec—
tion of the AELS statute (Chapter 48 of Title 8) Lo clarify the
intent of exemptions provided.

Sections 4-6 of the bill amend the definition section to more
adequately distinguish between the practice and scope of archi—
tecture and engineering. The changes clarify that architects
design buildings and engineers apply math and science to the
design of structures and define the terms "building” and
"structure.”

Section 7 repeals the exemption presently available for state
employees from the requirement that persons performing profes—
sional architectural, engineering, or land surveying services
must be licensed before engaging 1in that service. In addition,
this section repeals the requirement that a roster of AELS
registrants must be provided to every registrant on an annual
basis.

Section 8 sets out a transitional period of four years for
state employees who must, as a result of the repeal of the
state employee exemption, become licensed. It also provides a
similar length of transition for persons to seek licensure who
were previously exempt from licensure as an employee of a com—
pany for which they were employed and for whom the employees
provided architecture, engineering or land surveying services.

Section 9 provides for an immediate effective date.

Because the substantive changes to the exemption section pro-—
posed by Section 3 of this bill require repeal and reenactment
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a brief analysis of the proposed

changes to AS 08.40.331 follows:

Paragraph
Humber in
Current
Statute

@

)

©)
4)

®)
(6)
Q)
(®
9 M)
<9)(B)

9O
(9)®

(10)

Proposed
Paragraph
Number in
HB 102

€9)

&)

€)

)

®)
<6)<A)

(6)<B)

(6)<C)
(6) ()

(7)

Brief Description of Change

No change 1in intent. Wording
changed to reflect nongender
specific language and to refer
exemptions to persons rather than
acts.

No change 1in intent. Changes
made reflect removal of gender
specific language.

No change.

Exemptions for state employees
deleted. We believe that the
state should be required to hire
licensed architects, engineers,
and land surveyors to design its
public works projects.

No change 1in intent.

Deleted as unnecessary.

Deleted as unnecessary.

No change in intent.

No change.

Deleted word "substantially," as
it is too difficult to define.

No change.

Increased the exemption from 500
sq. feet to 1,000 sqg. feet, as
present footage 1iIs too restric—
tive .

No change 1in intent.
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(12)

affected by this bill

®)

posed and support

No change 1in intent.

Deleted. We believe that any
building that is open to or used
by the general public must be
designed by demonstrably quali—

fied individuals. We believe
licensure provides the necessary
protection. This exemption 1is

frequently used by a person who
builds and owns his own building
without utilizing the expertise
of licensed architects and engi—
neers. The exemption has been
abused and, because of the ambi—
guity, the Attorney General will
not pursue cases against individ—
uals whom the division alleges to
have violated this section
through risk to the public safety
and welfare.

in concurrence with the changes pro—
its passage.

E The department has been advised that design professionals

The department supports the amendments to the AELS Board®s
statutes and urges passage of the bill.
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steve cowper, governor

DEPARTMENTOF COMMERCE & P.0. BOXD-UC
JUNEAU. ALASKA 99811-0000
ECONOMIC DEVELOPMENT PHONE: (907) 165254

DIVISION OF OCCUPATIONAL LICENSING

BOARD OF ARCHITECTS, ENGINEERS AND LAND SURVEYORS

March 6, 1989

The Honorable Dave Donley

Chairman, House Committee on
Labor and Commerce

House of Representatives

P.0. Box V

Juneau, AK 99811

Dear Representative Donley:

Re: Proposed Changes to HB 182 as Drafted by the AELS
Board and Discussed at HL&C Meeti.ig March 2, 1989

Change AS 08.48.331. EXEMPTIONS. (Page 2) to read:

(6)(a) A person preparing drawings or specifications for garages,
buildings, v/orkshops, and similar buildings for private
noncommercial applications.

Change Sec. 9. The following new section shall be added:
AS 08.48.332. UNIVERSITY PROFESSORS.

(a) An out-of-state resident who is hired by an institution of
higher learning to teach advanced architectural, engineer-
ing or land surveying courses shall have eighteen (18)
months from their date of hire to fulfill the registration
requirements of this chapter; provided nothing herein
shall authorize such a person to perform architectural,
engineer- ing or land surveying services other than
teaching until such time as such person is registered
under this chapter.

(b) An out-of-state resident not registered under this
chapter who is hired by an institution of higher learning
as a visiting professor for a period not to exceed one (1)



Representative Donley Marcii 6, 1989

year shall not be in violation of the registration require-
ments of this chapter for teaching advanced architectural,
engineering or land surveying courses at such institution;
provided, nothing herein shall autnorize such visiting pro-
fessor to perform architectural, engineering or land sur-
veying services in the state without registration.

Change existing Sec. 9 to Sec. 10

Sincerely,

Malcolm A. iienzies, P.E., L.S.
Chai rman

MAM/djd9763W
030689a
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AMERICAN ACADEMY OF OPHTHALMOLOGY

Steveﬁ?a.j:&arter May 8, 1990
.. icha H. Pau .
Mlnlfer@ate mm Reltiam The Honorable Richard Eliason
e .G. ve Al k tat nat
0 ok ikt St Caig e
Pouch V

Juneau, AK 99811
Dear Senator Eliason:

At the request of Samuel A. McConkey, MD, | am taking the liberty
of providing you with information concerning the proposed expan-
sion of the optometric scope of practice, which | understand is
pending in your state.

As you will notice in some of these materials, state legislatures

have repeatedly turned down the requests of organized optometry

to treat medical disorders. As you may know, Alaska was one of

the last two states to permit ODs to use any pharmaceuticals in

'([jheir practice, and now they are limited to so-called "diagnostic"
rugs.

You may be interested to know that the optometrists have not been
satisfied with passage of a "therapeutic” bill. In one state
(Nebraska) this year, and in two states last year (North Dakota
and Montana), optometrists sought to further expand their scope of
practice by adding items that were excluded when they agreed to
compromise bills previously. In all three instances, ths legislature
defeated the attempt.

It is important to note that there have been problems in states
which have approved these bills. Most often, the "problems" are
not from side-effects caused by the drugs, but rather are caused
by a misdiagnosis by the optometrist. This, perhaps, is the most
serious threat since optometric training does not include medicEd
differential diagnosis. Enclosed are excerpts from several articles
with examples.
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As two other examples, we were made aware of a woman from North Carolina
who died after being given Timoptlc, a glaucoma eye drop, by an optometrist.
She had asthma which is a clear contra-indication for thia particular medication.
It is certainly probable that somebody with a well-rounded medical training
would not have prescribed this drug for a known asthmatic.

The second case involves a resident of Vermont who was in Florida for the
winter. She awoke one morning with a painful, slightly red eye and sensitivity
to light. The Florida optometrist "diagnosed" conjunctivitis, a mild eye infec-
tion. It actually was a serious inflammation called iritis, The antibiotic drug
did nothing to colve the problem which was correctly diagnosed only after the
woman went home to Vermont and called her own ophthalmologist. The point
here is that some caseB of "red eye" are not merely minor infections, and they
are not always easily identified.

I'm sure that optometrists in your state will claim that there have been no
problems in any of the other states that have passed this legislation. This
argument is hard to swallow in any sense. But it becomes more understandable
when you take into account the following facts:

» The states that have passed "therapeutic" laws are generally the least
populous, representing less than 30 percent of the U.S. population.

» Barely half of the optometrists in these states have bothered to get certified
under their expanded laws to treat eye diseases.

» Of these, as reported by the Review of Optometry, only about four percent
treat any disease on a regular basis.

Given this information, it would seem unlikely that there would be an avalanche
of problems being reported. Plus, there is no central location where problem
cases are collected, so reliable statistics and examples are not readily available.
I hope tliis information, silong with the attachments, are useful. Please feel

free to call me if you have any questions. As you can well imagine, this issue
— like many — has numerous facets that are hard to cover in one letter.

Thank you for your interest in this issue.

RHP:leB
Enclosures

cc: Samuel A. McConkey, MD



Optometria Bills Enaated & Defeated

Following is a table which shows, by state, the number of at-
tempts optometrists have made to pass or expand a therapeutic

scope of practice bill. A failed attempt is indicated by an "X.
A successful try resulting In a bill being enacted is indicated
with an "o." Bills currently pending are designated by a ques-
tion mark.

ALABAMA X X X X ? X * Defeated

ALASKA X 0 = Enacted

ARIZONA X X X X ? = Pending

ARKANSAS 0

CALIFORNIA

COLORADO 0

CONNECTICUT

DELAWARE X X ?

D.C.

FLORIDA X X X 0

GEORGIA 0

HAWAII

IDAHO 0

ILLINOIS ?

INDIANA * * No bill proposed.
Some ODs treat based

IOWA 0 0 on informal Attorney
General interpretation.

KANSAS X 0

KENTUCKY X X 0

LOUISIANA X X XX

MAINE 0

MARYLAND

MASSACHUSETTS ?
MICHIGAN ?
MINNESOTA X X



MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA
OHIO
OKLAHOMA
OREGON
PENNSYLVANIA
PUERTO RICO
RHODE ISLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH

VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

>

< X o o

o X o X o ox

O X O X

>
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Updated January 19, 1989

PERCENTAGE OF LICENSED OPTOMETRISTS
CERTIFIED TO USE PHARMACEUITCAL AGENTS

Only states that have approved "TPA" bills are included in this
l[ist. Some states have not yet responded to the inquiry.

CERTIFICATIONS

Total DPA

Licensed TPA ONLY NONE
Average 51.2% 12.5% 36.34
ARKANSAS 249 59.0% 22.0% 18.9%
COLORADO*
FLORIDA 2,322 40.3% 0% 59.7%
GEORGIA*
IDAHO 305 38.0% 22.6% 39.4%
KANSAS 416 59.3% 21.9% 18.8%
KENTUCKY 500 56.0% 4.0% 40.0%
MAINE
MISSOURI 759 46.2% 21.0% 32.8%
MONTANA 238 34.5% 37.3% 28.2%
NEBRASKA 228 57.9% 19.7% 22.4%
NEW MEXICO
NORTH CAROLINA 711 86.1% 0% 13.9%
NORTH DAKOTA 145 62.8% 11.7% 25.5%
OKLAHOMA 540 76.3% 0% 23.7%
RHODE ISLAND 161 24.8% 74.6% 0.6%
SOUTH DAKOTA 124 55.6% 24.1% 20.3%
TENNESSEE 853 41.0% 29.3% 29.7%
VIRGINIA*
WEST VIRGINIA
WYOMING

* B ill passed in 1988, not implemented as yet.
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AMERICAN ACADEMY OF OPHTHALMOLOGY

January 12, 1990

Mr. Larry Gonzalez

Secretary

Department of Professional Regulation

State of Florid*’

1940 N. Monroe

Tallahassee, FL 32399-0775

Dear Mr. Gonzalez:

Your hearing scheduled for January 19, 1990, concerning

the Florida Optometric Association's request to expand
the optometry drug formulary to include use of steroid
medications has been brought to my attention.

On behalf of the
of Ophthalmology, and the

16,000 members of the American Academy
nearly 900 Academy members in

Florida, | would like to go on record as strenuously

opposing granting permission for optometrists to pre-

scribe steroids for their patients. Among our reasons

for this position are:

» Twenty-nine states properly recognize the risk in-
volved in use of steroids and prohibit their use in
optometry licensing statutes. Another three permit

it, but only for an extremely limited period of time.
rejected permission for
legislative

representa-

» Two states just this
steroid use for the
session. In fact, one North Dakota state
tive who was a party to the "compromise”" bill enacted
in 1987 which permitted optometrists to treat some
eye diseases testified against adding steroids this
year. She said, "The safety and welfare of patients
was protected by specifically prohibiting the pre-

year
second consecutive

scription of corticosteroids They can be extreme-
ly dangerous and must be monitored very closely.”

» Steroids often are used as a post-operative medi-
cation, for example, following cataract surgery.
Since optometrists are not licensed to provide surgi-
cal services in any state (including Florida), they

no need for to this medication for

care.

would have access

post-operative



Mr. Larry Gonzalez

Department of Professional Regulation
State of Florida ,
January 12, 1990

Page 2

» Misdiagnosis of medical problems is a major cause of malprac-
tice actions. For example, the Journal of the American Op-
tometric Association reported on a case in its December 1986
issue against n Florida optometrist who employed a topical
steroid for treatment of a corneal ulcer that eventually was
diagnosed as being due to a Pseudomonas infection. The jury
awarded the plaintiff in this case a $175,000 judgement.

The same Journal article reported on a number of other cases
involving the apparent misuse of topical corticosteroids.
Long-term use resulted in severe complications, such as catar-

acts and glaucoma. To quote from the article, "Topical cor-
ticosteroids were the leading source of injury (in malpractice
alaims)..."

Meanwhile, the September 1989 issue documented two malpractice
cases against optometrists caused by "inappropriate use of
topical steroids" following apparent misdiagnosis of corneal
ulcers.

» Optometrists themselves recognize the risky nature of steroid
medications. In May 1980, the Journal of the American Op-
tometric Association reported, "It is reasonable to state that
the indiscriminate use of corticosteroids for any type of red
eye has resulted in many cases of unnecessary corneal complica
tions." The July 1989 Journal said, "Topical corticosteroids
produce significant adverse reactions with extended use."

The proper use of steroids -- even in topical form — requires a
thorough medical background enabling the physician to make the
correct diagnosis and adequately monitor dosage and length of
use. Because steroids can mask symptoms, often their improper
use results in a much worse condition by the time it is finally
diagnosed. Consideration for the public safety and proper
medical care clearly indicates that steroid use by optometrists
should not be permitted.

Thank you for considering our views us you apalyze this very
important issue.

oo WGEG: jLes
ca William J. Knauer, MD



geatly enlarged role as diagostic
cias— at tre very time enars of
diagosis have been groving in im-
portance as a cause of mallpractioe
clains — it sramarkable tet tre
refaiie aost of professiaal Tt/
insurance coverage far gotoretrists
@&, as apercentage of incone) haj
remained unchanged.

Because of the inoressed el
presis on disagostic emas, how-
ewr, claims allgging misdiagosis®
have become tre leading source of
late malpractice clains egpirst gp-
toreinsts. 164, Although tre ma-
Jonity of malpractice claimns — esti-
mated to be in excess of 40% —
aie fron antact las pracdice,
the preponderance of these clains
are srall. Large claims arc usally
due to allegatias of failue to diag-
nose ocaular disese, with three dis-
e being of partiaular impor-
tane: genagle glaucoma, retirdl
detedhments, and tumors. Before
the era of diggostic drug use by
gotoretrists, theailityofdinicias
0 examine for these disases was
Iimited. Today/optonetrists can ex-
pect tobe held toamedical stadard
of care with respect o the exami-
ration of patients t rule aut the
presence of thee and other dis-
—

An analysis of 50 elaims

Owver tre pest 12 years 1have sened
&5 a coaultat in 50 professicel
Ity clans. This sres of Gases
may not be typical oftre experience
of the profession as a whole sine
virttally dl of the cases inolhved
clains for slstantial dareges. For
this reesm, partgos, daims involv-
ing ophithalmic materials— antact
lersssand goectacles—  did notcon-
stitute tre lagst category, being
limtsd o 11 of the 50 s Ratter,
misdiagosis was the most sigufi-
cant category of clains, with 31 of
the 50 casss arisirg directly from
allegatias of failure to properly di-
agose varioss dissesss. Another
three casss allggimg enrars of diag-
rosis inolhved aontect les wearers

Table 1:

Mladlagnoal* of ocular disease

Malpractice clai™ against optometrists

Rdird celed et
g

imnslg :
%Jnarufms %dams
a faagnbodes Bgélan*rg
Cedic reti 1dam
Haqd 1dam
Ophithalmic materials IT claims

Criadt lass - :
mageé%%H@mMszsd@m Sdans
Falueto degse cared dseese 2dans
Falureto dagee Inreonar dseese ldam

Seedess 4w _ .
Falure to presaitee pdycatooete dedic 3dans
rricdt%t?d 6dans

I : - o
Feilt{%otpeuibetreamqmaemanﬁc 4dans
Binocular vision 2dans
Faluetotreat anidyqaa 2dans

and an additical four clains were
based upon alleged misuse of ther—
goeutic drus. Therefore, a ol of
38 of tre 50 cses In this sies in-
volved misdiagosis (Table I).
Misdiagnosis. The great major-
ity of daims alleged failure to diag-
nose openagle glaucoma, retirdl
detadment, and tumors. Although
open-agle glaucoma was the sirgle
largest cause of clains Inaprevious
report on thi? sxies,b In reatt
vears ithes been surpessed by retirel
detadment. There are three proba-
ble explaatios for this dage:
Optoretrists have employed tono-
metry as a routire procedure fordl
ae bradets and thus fener cases of
openagle glaucoma go  unde-
tected; the enphasis upon primary
care by gptometry hes caused more
patients with aoute problems such
as retiral detachment 1o seek opto-
metric Gre, therdy inoressing the
likelihood of such a claim; and op-
toetrists have foud, st &
gohthalnologists have, 168I7 that: ret-

il detadment can be an ex-
trarely diffiailt diagosis to make.
Faillure todiagnose tumors was
allad as frequentdy as failue 1O
tetect genagle glavcomra. U B
interestirg o note tet, of tre eightt
clains inolving tumors, only two
ofthem actuallyoconcem idan Inria®
oular tumor (aligent mela-
nome). Another claim involved a
Id tumor (el l carcinom),
while the mgjority of claims were
caused by faillure to diagnose brain
tumors with coullar sigs or symp-
toms (e, pepilledam, diplqoia, re-
duced visal awity, heededes).
Again, it seems reesoreble o pos-
tulate that the patient popullation of
gotoretrists hes changed and trat
more patiatsarc seeking eye health
SIES, as compared 1o refractive
Two clains invohed oaular
mar. "stations of systamic disese,
allegirg failure o refar-for treatment
the conplicatians of didetes nel-
lits and histoplasiosis.  Three

Volume 60. Number 9,9/39 695



claimsallagd misdiagosisand il
ure to refar for coular fareign bod-
s, but two of thexe clains were
dropped and the third arose because
the gotoretrist used an oocular ther—
goeutic agant thet was autsice tte
soope of practice, ratter then be-
cause of mismanagement ofthe for-
eign body.

Ophthalmic materials. Forty
years ago most nalpractice clains
apirst gotaretrists were casitd by
iNLrss from gectecle lasss or
frares, "1but many of these daims
were for minor injuries and would
not be brought today for economic
reesos. Esinterestingtonote tet,
of the 50 claims iIn this saies, only
three clains alleged injury due t©
gectedkes, each atirg the same
cause of injury: failure o presarike
polycarbonate plestic in lieuofgless
astre lasmaterial.

Eight claims ilnolhved aotact
les mtiats, with five of tre clains
caused by anplicatias evolving
fron comeal axssios. Sigiufi-
antdy, perhgps, three of the fie
Gases ooourred in extended wear soft
las piats, and indl fne clains
itwas allgd thet the gotoretrist
failed to manage tre comeal com-
pramise inatirelymanner, thereby
alloving the Injury toworsen sigif-
icantlly before gopropriate thergpeu-
tic measures ocould be tHen. The
other three clains alleged failue o
diagnose caular diseese (herpes sim-
plex In two Gses and pigrentary
glaucoma in the otter) affectirg
artect las patats.

Ophthalmic drugs. There were
six clains allegig misuse of
opnthalmic drugs, with four of the
clains being due to U= of tre I~
goorgoriate thergpautic agent and
the two other claims arisirg from
theaomplications ofdiagosticdrug
. This rasult s intarestirg, given
the geater todcity of diagostic
drugs, and although no definite con-—
clusias can be drawn from such a
srall number of cees, it ispossible
thet thergpeutic agents may become
agreater source of lhility then di-
agostc aats, ashes been e case
in ophithalmology . =7
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With regect to gohthalmic
& U=, it sargueble tat failue
to use a diggostic agat rgpresats
the greatest Inillity riskofdl. In21
ofthe 25 casss inthisseries inwhich
itwas alleged thet the examining
optoretrist failed to detect goen-
agle glaucoma, retiral detach-
ments, ooular tumors, or oaular
menifestations of brain twnors, di-
lation of the pypil was not em-
ployed. OF the four cases inwhich a
dilated fundus examination was
performed, three resulted In vindi-
cation for the gotoretrist or the
payment of a nominal amount. In
onlly one case were sUsstential dam-
aes anarded, and the lesis Tor the
avard was failluetowam of poten-
e complicatias rather than &l
ure 1o cetect pathology (disaussed
ke In the sscaan on retiral de-
tadment), Therefore, itcan be con-
cluded tret farlure to perform a di-
lated fundus examination was the
key amission incaseswhere Teality
clains allagd failue to diagose
oaular disese.

Similardy, inthe four clains in-
\olving the use of thergpeutic druos,
itwas the failuetomake the correct
diagsis, not the adverse effiects of
thee drugs, that caused the clains
o be brought. The delay in appro-
priate treatment led to the worsen-
ing of tre patdets injury, which
was caused by herpes sinplex, pseu-
domonas aeruginosa, or fugs.

Binocular vision. There were
two claims tet allegd failue ©
trest arblyopia in chilldren who
were d4ill within te 'oita
period." D In both cases the optom-
eristrecognized tretarblyopiawas
preset but did not undertake t©
tret i, thereby reducing the best
visal aouity that coulld ultimately
be dotained in tre affected ee.

These 50 Gases are represanta-
e of tre most significat Tedility
rids faod by contemporary practi-
taers of optonetry and desaribe
the standarts of care tret will be
eqected of optometric dinidas.
To minimize the risk of litigatio,
optoetrists must understand the
standard of cate thret willl be gplied

in a partiaular e, rstituie proce-
dures intended to ensure tet the
standard of care Bnet, and docu-
ment the care rendered to establlich
tet the gopropriate measures were
in fact tden.

Case rgorts fram this sxies
will be used to ilkstrate the dinical
and kel stgs ttet may be taken to
conform to the stadard of Gare.

Misdiagnosis

There iBa sirgle threed weaving to-
oetrer lality for misdiagosis of
openagle glaucoma, retiral de-
tadents, and twnors: failue ©
perform a dilated fundus examina-
o

Opan-angla glaucoma

Al exgtt claims of failue 1o diag-
nose openagle glaucoma were
caused by failue to use the Tl pan-
oply of tedmiqes aailable 1o de-
=/ te disse (e tooetry,
ophithalmoscopy, vidal fiekb). .

For more then a decace, eye
care prectatiaers have been doliged
o perform tonometry as a rautine
proocsdure. The leal tesis for this
doligataion may be fourd in a vell-
publicized case)3 which held tret
the duty o testfor gpen-agle glas-
coma exsted inesective of tre age
of the patient. Although the lidi-
hood of firding gpen-agle glas*
coma in young patiaits i rete,
failure to perform tonaretry — if
it lesds O a celay In tre diagosis
ofthedisese— can be trecause of
a Ieailityclaim.

A woman in her early 20s sought
the sanvicss of an op loretrist for
the purpose of being fitted with
antect lesss. While doserving
trel lass on the patiats eye
through a diit larp, the optome-
st notdced pigrent on the cor-
real endotheliun. He planned ©
perform further testirg o deter—
mine the sighificance of this fird-
ing at a progress check after dis-
persing te lasss, but the patient
Tailed 1o retum as scheduled. Be-
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There are saaral dinical stgs
tet, If dosened by otoetrists,
will reduce the nisk of ralpractice.
These recommendations are sum-
marized in Table 2, All dinicias
should dotain adequate professiael
Iality insurance to provice for in-
demification in the evat they am
the victins of a claimM Bm

Sahool of Optometry/
The Medical Cartter

University of Alabama
atBirmingham
Birmingham, AL 35294

Footnotes

a. For example, Kansas Statutes Annotated
65-1501(3) (b) states “An optomotrist cer-
tified to use topical pharmaceutical drugs
as provided herein shall be held to astand-
ard of care in the use of such ugenu in
diagnosis and treatment commensurate to
that of a person lieersed to practice med -
icine and surgery, who exercises that de-
gree of sill and proficiency commonly
exercised by an ordinary, skilhtUll, careful
and prudent person licensed to pmcrict
medicine and surgery."

b. For example, Section 463.0135(1), Flor-
ida Statutes, sure) that an optometrist

x
pofr I7«A\Crv.,

“shall provide that degree of car*, that
conforms to that lewel of care provided by
medical practitioners in the same or sim-
ilar conmunities. "’

Tin $430 average cost of malpractice cov-
erage isbased upon a 1986 survey of pre-
miums paid by optometrists that was re-
ported by Poe and Associates of Tampa,
FL. The Poe findings were based upon a
7-year study of the underwriting results
for three major Insurance carriers.

The 1987 Economic Survey conducted by
the American Optometric Association re-
ported a mean net income of $57.190 for
optomeirini.

A 1987 survey of malpractice insurance
costa for ophthalmologists found that pre-
mium costs averaged $7,630. Med Econ
1987; 64(23):190-1.

For a sute-by-sute listing of professional
licbility insurance costs for optomeirisis.
see Classi JO. Legal aspects of optometry.
Boston: Buttcrwonhs, 1989:261.

The study of medical malpracitcs pub-
lished by the U.S. government®s Malprac-
tice Commission in 1970 reported that
diagnostic error? accounted for 14$ of
claims. By comparison, the massive study
published by the National Association of
Insurance Commissioners in 1980 deter-
mined that 27$ ofall claims were caused
bv errors of diagnosis.

The clinician assessed the antenor cham-
ber angle, selected the appropriate
ophthalmic drug, and warned the patient
of the effects of mydriasis When the cli-
nician was informed that the patient was
experiencing headache and nausea 4-5
hours after the examination, he asked the
patient to return to the clinic, but the
patient delayed returning until the next
morning. The diagnosis ofacute angle clo-
sure was made and the patier-t was im-
mediately referred for treatment. The case
was filed because ihe plaintiffs attorney
believed there was some ambiguity in ihe
state law concerning the use of diagnostic
drugs by optometrists.
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The key elerentt of primary care B
increesed dinial regosibility for
ootoetrists. Therefore, & B ot
suprising o fid tret primary care
hes brought about Inoreessd leAl
regosibilitesasvell. Inft, kthes
become gpparent thet tte legeoy of
primary care will be a medical
stardard of care for gotoretrists.
This development sevidatt In
the opinians of courts asked o re-
view malpractice judgments agpirst
gotoretrists. These decisiaos reflect
tte parogption of tre acourts tret
optoretry B a health care profes-
sin and tet gotonetrists are re-
goorsible for the detection of medi-
al codrtions affectarg vision —
even adrdos tet are rae. Let us
review saveral recent =S ttet -
Iustrate the reasoning of tre courts
in goplying a medical standard far

In a 1977 Louisiama cse,1an
gotoretrist was alleged to have
been regligat for failig to diag-
nose a retiral detachment. The gp*
toetrists exanination had re-
vealed decreased aquity In the af-
fected eye, but he had attributed this
finding o cataract, which was diag-
nosed without the use of dilatian
since the use of mydriatic drugs hv
gotoetrists was not permittted un-
der state law at the tine. About two
months laa the patdent was foud
t have a retirel detachment sc-
ondary to von Hippel-Lindau dis-
was ureble to regain normal vision.
She sued tre gotonetrist, allegirg

*26

tet he was regligat in failig ©
diagose tte retiral detadment,
and tre Al court anarded a judg-
ment inhisfavor/ This decisionwas
gyealed, and the gyellate court
reersd, avarding $25,000 asdam-
ars. The courts raticrele for reer—
s wes, among other thirgs, thet
the gptaoretrist had undertaken tte
diagosis ofa medical condrtion —
Glarect — and thaet consequently
he should be held to a medical
standard of care, which reguired di-
laticn in order to confirm tre diag-
rosis. The failue 1o refer far dila-
ton— tnot only diagnose cataract
but all=o 1o rule out the presence of
a retiral detachment — —costatuted
regligae, In the courts gpinian,
and justified the anarding of dam-
JT.eup ifrépaiicni
A 1978 Alaska cas=Bwas based
upon allecptias that a military op-
toretrist failed to recognize retirel
pathology ina four—year-old. At the
gotoretrist’s first examination he
diagosed accommodative esotro-
pia, prescribed glesses, and sched-
uled a follov-up examination for 5
weeks Ha- At this second visit the
gotoretrist found 20/30 aourties in
each eye but noted “‘no good reflex’
in cre. which a dilated fundus ex-
anination revealed o have a dark
vitreas . Honever, the
gotoretrist did not refer the pa-
‘et sine he beliead the hemor-
rhece © be old or rective. The
youngster was scheduled t© retum
in A months, atwhich time the acu-
ity in tre eye was limited o gt
peragption anly. The patdet was
refarrad toan gohthalnolagist, who

Journal ot the American OptomeAlc Association

cosulted a pgdiatrician and an-
other gotthednolagist, before te
diagosis of retirel detachment was
made. Because ttere was uncer-
tainty as o tre cause of tre detad-
ment, the youngster was sstto San
Fartiso for exanination by a
team of physicias, but despite trelr
effats, tre eye uttimately had tobe
acleated. The optome Vi suse-
quently was sued farneghp mee, and
was held to be licble for failue ©
diagnose the detachment — which
te trol court found was due
Taxocara amis — and 1o refar the
pata®it promptly fortreatment. The
H jude seaficlly rejected tes-
timony ttet an optometric starndard
of care did rnot require refaral and
besad his decision upon the gpinion
of ghthalolagists, The youngster .

\was anardaedl $200,000 as dameges. /

Ina 1934 Alabama cas=l an
optoretristwas charged with regli-
gence for failirg to diagose ppill-
edema iIn a padait who was subse-
quently found to have a brain tw-
mor. Because the patient was al-
ready under the care of a physician
(for hypertersian), the gotoretrist
defended the claim by arguing thet
he had no duty to refer, but the State
supreme aurt, relyirg in part upon
the testimony of an ophthalmollo-
sclax thet the dunes and respon-
shilitess of an gotoretrist would
not be relieed under these circun-
staes’4

ltshould be mentioned thet in-
surance canpanies are also recog-
nizirg the resaosibility of optom-
arists far the diagosis of couiar



