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manual labor and routine mental tasks are vul-
nerable to computer-based technology. Through
the rest of the century, pressures for adjust-
ment will hit hardest at people holding these
jobs.

Another group of displaced people, with
especially difficult problems of finding ade-
quate jobs, is displaced homemakers. These are
women whose main job has been home and
family, but who must now support themselves
because of divorce, widowhood, disability or
long-term unemployment of their spouse, or
loss of eligibility for public assistance. Like
workers displaced from factories and offices,
they have lost their major source of income and
face painful readjustment problems. The num-
ber of displaced homemakers facing serious em-
ployment problems is in the millions, and is
growing. Federal assistance to displaced
homemakers has been meager in the past, but
recently was substantially increased in the Carl
D. Perkins Vocational Education Act of 1984.
Yet support for the programs serving this group
is still small in relation to their numbers. Bar-
riers to employment are higher for displaced
homemakers than for mainstream displaced
workers, because many have little experience
in a paid job. Barriers to training are also high
because most of these women have no unem-
ployment insurance or other income cushion
to see them through training.

To meet the challenge of living with global
competition while enhancing the quality of its

citizens’ lives, the United States will have to
move on many fronts to upgrade the skills of
its work force and to make the best use of the
abilities of its people. This includes giving all
Americans a sound basic education; giving
adult workers the opportunity to retrain later
in life, in classrooms or in the workplace; de-
signing jobs and organizing work to take best
advantage of the skills people have or can ac-
quire; and ensuring high-quality reemployment
and retraining services to workers who find
themselves in the wrong place at the wrong
time, and become displaced. Responsibility for
the success of such efforts is not just that of
the Federal Government, but of local and State
governments as well, working in cooperation
with employers and the private sector.

Policy options are discussed in chapter 2 of
this report, These options include congres-
sional actions that could facilitate more rapid
response to displacement and quicker reem-
ployment, enhancing both vocational and basic
education and training in JTPA and other pro-
grams, improving delivery of assistance to dis-
placed homemakers, adjusting JTPA reporting
requirements to give more timely information
on program spending and services offered, im-
proving labor market and occupational infor-
mation, emphasizing research on the effects of
technological change on jobs, and enhancing
the contribution of instructional technologies
in adult education and training.

INTRODUCTION
The Senate Committee on Finance and the

Senate Committee on Labor and Human Re-
sources requested that the Office of Technol-
ogy Assessment (OTA) undertake an assessment
of the causes of and remedies for displacement.
The committees requested that special atten-
tion be given to the role of technology as a
cause of displacement, and that the assessment
explore the potential of instructional technol-
ogy for retraining workers who need new skills
or basic education to find good new jobs. In

addition, these committees asked that OTA as-
sess the extent to which occupational forecasts
made by the BLS incorporate and adjust for
technological change. A subsequent request,
made by the House Committee on Small Busi-
ness, asked OTA to focus particularly on the
role of trade in causing displacement, and to
examine how trade affects employment in gen-
eral, In response to these congressional inter-
ests, OTA undertook a study to answer the fol-
lowing general questions:
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How does technological change displace
workers, and who is displaced by labor-
saving machinery? What kinds of people
and industries are most likely to be af-
fected by labor-saving technologies?
How do trade and offshore production af-
fect employment in different sectors in the
United States? What kinds of workers and
industries are most likely to be adversely
affected by trade and relocation of produc-
tion to offshore sites?
How do reemployment programs perform
in finding new jobs for eligible workers?
What kinds of services are offered, and
how effective are different types of pro-
grams and services?
To what extent do adult educational insti-
tutions serve the needs of displaced peo-
ple or help adults prepare for job and ca-
reer changes, and avoid displacement?
What are the roles of government and the
private sector in retraining and educating
displaced adults?
What contribution could new technologies
for training and education make in help-
ing people to develop new skills and over-
come basic skills problems?

To address these questions, OTA investi-
gated industries affected by either significant
foreign competition or changing technologies,
or both, to find out how these changes affected
workers, numbers of job opportunities, and the
quality of jobs in the industries. National dis-
placed worker programs and individual proj-
ects, public and private, were examined to
determine what kinds of workers are being
assisted, what kind of assistance is given, and
how well the assistance succeeded in finding
new employment and minimizing the costs of
displacement. The educational requirements of

displaced adults were assessed, as were the
abilities of existing adult education institutions
and instructional technologies in the public
and private sectors to help workers avoid dis-
placement, by preventive training and by up-
grading the skills of the work force. OTA ex-
amined the ability of the so-called high-
technology manufacturing sectors to replace
jobs lost in other sectors. Finally, OTA assessed
the overall employment trends in the United
States and their impact on the performance of
displaced worker programs and projects.

The Senate Committee on Labor and Human
Resources also requested that OTA, in addition
to assessing worker displacement, assess the
problems and needs of displaced homemakers.
To satisfy this request, OTA analyzed data
from the Bureau of the Census in order to esti-
mate the number and characteristics of dis-
placed homemakers and assessed the structure
and performance of national programs and in-
dividual projects for displaced homemakers.

Specific policy options were identified which
might improve the system of assistance for dis-
placed workers, and help employed workers
make job and career transitions. In addition,
OTA identified some policy options that ad-
dress occupational forecasting and research on
the employment effects of government-spon-
sored research. Because the report focuses pri-
marily on displacement, other kinds of policy,
such as overall labor policy, industrial policy,
trade policy, and macroeconomic policy were
not addressed specifically. While trade, indus-
trial adjustment, and macroeconomic perform-
ance do affect employment and displacement,
policies in these areas have other consequences
and objectives than affecting employment.

DISPLACED WORKERS: DEFINITION AND DESCRIPTION
Worker displacement is a continuing prob- products are made, and old products and tech-

lem in a growing, dynamic economy. In the in- niques fall by the wayside. New competitors
dustrialized world, conditions of production enter the field, forcing existing enterprises to
and competition are constantly changing: new adjust or go out of business. Increasingly, this
production technologies are developed, new competition is international. The number of
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countries whose products can hold their own
in industrialized countries is growing. There
is also a growing conviction that the pace of
such change is accelerating: that the adjust-
ments must be made more often, that the pres-
sure to change before the competition changes
is intensifying. Most experts agree that this dy-
namism is good for the economy as a whole.
The processes of competition and change al-
low people to choose from a wider variety of
goods and services, at lower cost, than would
be possible in a static economy.

However, technological change and world
economic interdependence mean that millions
of American workers are displaced, and some
must make forced work transitions several
times during their lives, Automation, chang-
ing conditions of trade, offshore production,
and changing consumption patterns have dis-
placed millions of workers, and made it nec-
essary for others to learn new skills, relocate,
or change jobs.

Between January 1979 and January 1984, 11.5
million workers lost jobs due to plant closings
or relocation, abolition of a position or a shift,
or slack work. of those, 5.1 million had had the
job for at least 3 years, and were considered dis-
placed according to a special survey conducted
by the Census Bureau in January 1984 and ana-
lyzed by BLS. This definition underestimates
the number of displaced workers, primarily be-
cause workers (such as younger workers and
people who have just changed jobs) who have
not held their former jobs for 3 years are not
counted as displaced. However, it is inappro-
priate to count all 11.5 million workers who
lost their jobs during the period as displaced,
because some of the loss of jobs–particularly
that due to “slack work” —probably was cy-
clical.

By January 1984, 1.3 million of the 5.1 mil-
lion displaced workers were still unemployed;
some 500,000 had been unemployed for more
than 27 weeks. About 730,000 people had left
the labor force, some by choice but many out
of discouragement or by retiring earlier than
they might have wished. During the entire 5-
year period, nearly one-fourth of the 5.1 mil-

lion displaced workers were without work for
more than a year. Many of the 3.1 million work-
ers who were reememployed had experienced
real difficulties finding new jobs. During the
5 years, nearly one-third of those who found
jobs and who reported their earnings had taken
pay cuts of 20 percent or more, and over one-
tenth of former full-time workers had taken
part-time work.2

Displaced workers are typically white males
of prime working age with a steady work his-
tory in a blue-collar job in the Midwest or
Northeast. However, many other groups are
represented. One-third of displaced workers
are women; 12 percent are black; 18 percent
are over 55. Forty percent of the full-time work
force is female, 11 percent is black, and 12
percent is over 55. Even though women are ac-
tually underrepresented in the population of
displaced workers, and black people are repre-
sented in proportion to their share of the work
force, these groups fared significantly worse
than white men in regaining employment after
being displaced.

Less skilled and less educated workers are
more likely to be displaced, and more likely to
have trouble finding a new job. Among the 5.1
million workers displaced from 1979 to 1983,
the most overrepresented occupational group
by far was machine operators, assemblers, and
repairers, who comprised 22 percent of the dis-
placed workers but only about 7.5 percent of
the work force. Less likely to be displaced and
more likely to find replacement jobs were pro-
fessionals; executive, administrative and mana-
gerial workers; technicians; salespeople; and
service workers (figure l-l).

The occupational group most at risk (ma-
chine operators, assemblers, and repairers) is
concentrated in manufacturing, and indeed,
manufacturing workers experienced job losses
far out of proportion to their numbers. Nearly
half the displaced workers were from manu-
facturing, although manufacturing employs

20f the 3.1 million workers considered displaced according
to the BLS definition who were reemployed by January 1984,
2 million reported earnings in both the old and the new jobs.
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Figure 1-1.— Percentage of Displaced Workers and Percentage of Labor Force, by Occupation

SOURCE: U.S. Department of Labor, BLS, .ErnP/oYrnent  and .Earnings, January 1985,  and paul  O. Flalrn and Ellen Sehgal,  “Displaced Workers of
1979-S3: How Well Have They Fared?” Monthly Labor Review, June 1985, p. 7.

less than 20 percent of the work force (figure
1-2). The largest job losses occurred in nonelec-
trical machinery, automobiles, primary metals,
and textiles and apparel. Together, these four
sectors accounted for nearly 21 percent of all
displaced workers, although they employ only
about 6 percent of the work forces

Geographically, the hardest hit was the Great
Lakes region—Michigan, Ohio, Indiana, Il-
linois, and Wisconsin. This region accounted
for 24 percent of the displaced, but only about
18 percent of the work force. The Middle At-
lantic area (New York, New Jersey, and Penn-
sylvania) and the East South Central region
(Mississippi, Alabama, Tennessee, and Ken-
tucky) also had more than their share of dis-

figures relating to percentages of the work force in different
industries come from establishment data collected by States and
compiled by the Bureau of Labor Statistics. This data comes from
a survey of businesses with payrolls, and does not include peo-
ple employed in agriculture or self-employed, The establishment
data for 1984 pertained to 82 percent of the entire work force,
or about 94 million people.

placed workers (figure 1-3). Since these regions
also are centers of manufacturing, this regional
concentration is not surprising.

Displaced workers are likely to experience
prolonged unemployment. Of the 5.1 million
workers displaced between January 1979 and
January 1984,43 percent were out of work for
at least 27 weeks, and nearly one-fourth of them
had periods of joblessness adding up to a year
or more (figure 1-4). Many of these people are
out of work long enough to exhaust unemploy-
ment insurance and family savings. Of the
nearly 2.5 million manufacturing workers dis-
placed, less than 60 percent had found jobs as
of January 1984; the rest had either dropped
out of the labor force or were unemployed.

The costs of displacement do not usually end
with reemployment. Many displaced workers
take jobs at lower pay and status than they had
in their old jobs. Of the workers who reported
their earnings in the Census Bureau survey, 45
percent had taken a pay cut, and two-thirds of
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Figure 1-2.— Displacement by Industry, 1979 to 1984, and Percentage of
Total Labor Force Accounted for by Each Industry, 1979

0

Mining

Construction

Durable goods
manufacturing

Nondurable goods
manufacturing

Transportation and
public utilities

Wholesale and
retail trade

Finance, insurance,
and real estate

Services

Government

Percent

I

those were earning less than 80 percent of their
former income. Even workers who find jobs
that pay as well as their former jobs may still
lose earnings over time, for they might have
received raises and adjustments for inflation
if they had been able to keep the old job. The
Congressional Budget Office found that, on
average, displaced workers experience long-
term wage losses, and the greater the worker’s
seniority in the old job, the greater the loss.
Moreover, displaced workers lose benefits:
health benefits usually stop, and pension ben-
efits suffer. The loss of health benefits is a
matter of urgent concern to many displaced

workers. A score of bills in the 98th Congress
proposed funding mechanisms for health in-
surance for the unemployed, and three such
bills have been introduced in the 99th Congress.

The economic stresses of displacement take
a toll in mental and physical health. Prolonged
unemployment, which most displaced workers
suffer, typically brings with it increases in
stress, anxiety, depression, physical ailments,
alcoholism, and family strife. While these emo-
tional costs are difficult to quantify, they are
very real.
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Figure 1-3.-Percentage of Labor Force and Percentage of Dis
by Region, 1984

Region

Percent of labor force Percent of displacement

SOURCE: US,  Department of Labor, Bureau of Labor Statistics, unpublished data; and U.S. Depal
of Labor Statistics, Employment and  Earnings, various issues.

placed Workers,

Iment of Labor, Bureau

Displacement, Employment, and
the U.S. Economy

Displacement can be devastating for commu-
nities and regions as well as individuals. The
decline of manufacturing has hit certain States
and regions much harder than others. More-
over, individual communities, and even whole
regions, may remain depressed for years, as
Appalachia did following the collapse of coal
mining in the 1950s and 1960s. Large losses of
employment have ripple effects in the commu-
nity. A large layoff in one industry also affects
workers in supplier industries and workers in
local service establishments when laid-off
workers reduce spending. For example, the
unemployment rate of Michigan, in which
thousands of workers were displaced from the
automobile and related industries, was 10.4
percent in March 1985, still well above the na-
tional average nearly 2 years into an economic
recovery (figure 1-5).

Of course, if the economy—particularly the
local economy–is creating jobs at a healthy
rate, the ripple effects of large employment
losses dissipate more quickly, and displaced
workers may have an easier time finding new
jobs. However, the new jobs created may not
be ones that the displaced workers can move
into without major sacrifices of income, ben-
efits and seniority, or without substantial edu-
cation or training. It is unlikely that manufac-
turing employment—particularly production
work—will exceed its 1979 peak in the long run
(in the 1990s and beyond). Some observers, in
assessing the effects of new technology alone,
foresee a decline in manufacturing employ-
ment in absolute terms. Displaced manufactur-
ing workers will increasingly have to find new
employment in service industries.

The shift of employment to services is well
established: in the United States, over 50 per-
cent of employment has been in service sec-
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Figure l-4.—Displaced Workers Weeks Without Work,
as of January 1984

<5 5-14 15-28 27-52 >52
Weeks without work

SOURCE Paul O. Fla!m and Ellen Sehgal,  “ Displaced Workers of 1979-83 How
Well Have They Fared?” Mofrth/y  Labor  Review, June 1985, p 12.

tors for over 50 years. By 1985, nearly three-
quarters of all employees in the United States
worked in service-producing sectors, In the last
decade and a half, nearly all the new jobs cre-
ated in the United States have been in service-
producing sectors: of the 23.3 million people
added to nonagricultural payrolls between 1970
and 1984, 94 percent were in service produc-
tion; only 1 percent were in manufacturing.
Since 1979, manufacturing employment has
dropped by nearly 1.5 million employees.

The fastest growing sector is a category that
includes hotels and other lodging places, per-
sonal services, business services, auto repair
and service, motion pictures, amusement and
recreation services, health services, and mis-
cellaneous services. Like employment in other
service-producing sectors, this sector includes

many kinds of jobs, from highly paid, well-
esteemed positions such as physician, account-
ant, and computer programmer to low-paid,
less skilled positions such as nurse aide, clerk-
typist, and cashier. In general, employment in
service-producing sectors is lower paid than in
manufacturing: in 1984, average hourly wages
for production and nonsupervisory workers in
all the service-producing sectors was $7.52,
compared to $9.18 in manufacturing. Service
sectors have higher concentrations of jobs both
in generally low-paying occupations and in
management than manufacturing does. For dis-
placed workers, who are often unable to move
into the more desirable jobs in service sectors
without substantial education or retraining,
moving to the service sector probably will
mean loss of income and status.

Some workers, of course, will be able to shift
from one manufacturing job to another, but
high-technology manufacturing sectors, such as
computer and semiconductor manufacture, are
unlikely to rescue many workers displaced from
traditional manufacturing sectors. While high-
technology industries have created jobs faster
than the economy as a whole, the employment
base of these industries is small, so the num-
ber of jobs created is relatively modest. De-
pending on the definition of high technology
chosen, only about 2.8 million to 9.7 million
people worked in high-technology manufactur-
ing sectors in 1984.4 According to the most re-
strictive definition, which includes the sectors
most people would identify as high-technology
sectors, only 2.8 million people were employed
in high-technology manufacturing industries

‘The most restrictive definition of high-technology includes
industries with a ratio of research and development expendi-
tures to net sales at least twice the ak’erage  of all industries. This
definition includes sectors most people would identify as high-
technology: drugs; office, computing, and accounting machines;
communication equipment; electronic components and acces-
sories; aircraft and parts; and guided missiles and space vehi-
cles. The most liberal definition includes industries with a
proportion of technology-oriented workers (engineers, life and
physical scientists, mathematical specialists, engineering and
science technicians, and computer specialists) at least 1.5 times
the average for all industries. This definition includes many in-
dustries not commonly thought of as high-technology, such as
heavy construction; paints and allied products; soaps, cleaners
and toilet preparations; farm and garden machinery; and mo-
tor vehicles and equipment,
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in 1984. Moreover, employment in many high-
technology sectors increasingly is skewed
toward managerial and professional occupa-
tions, which most displaced workers are un-
qualified for without a great deal of additional
education. Production jobs have grown more
slowly than total employment in many impor-
tant high-technology sectors, and account for
less than 48 percent of employment in high-
technology manufacturing. In all manufactur-
ing, production workers account for about 69
percent of employment (figures 1-6 and 1-7).

In addition, high-technology manufacturing
workers are not invulnerable to the economic
forces that lead to displacement. The persist-
ent high value of the dollar in currency ex-
change markets has hurt high-technology man-
ufacturers as well as traditional manufacturers.
While a fall in the value of the dollar would
help restore the competitiveness of some firms,
the long duration of the dollar’s imbalance has
allowed foreign producers of high-technology

as well as traditional goods to develop distri-
bution and servicing networks throughout the
world. Recapturing this lost market share will
not be automatic or simple for U.S. producers.
Altogether, it is unlikely that high-technology
sectors will make up for lost employment in
declining manufacturing industries in the fore-
seeable future.

Small business cannot be counted on to make
up all the job losses in large manufacturing
firms. Although most evidence shows that
small businesses at times create more jobs than
large ones, the differential is uncertain and
may be rather small over the long run. Conclu-
sions that small businesses create far more than
their share of jobs have been drawn from data
on establishments, which are not necessarily
the same as businesses; many small establish-
ments are branches or subsidiaries of larger
firms. In 1978-80, small establishments created
jobs out of proportion to their share of total em-
ployment, but small firms (fewer than 100 em-
ployees) accounted for little more than would

Figure 1-.— Production Workers as a Percentage of Manufacturing Employment
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Figure 1=7.—Production Workers as a Percentage of Employment in High-echnology Industries
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SOURCE: U S. Department of Labor, Bureau of Labor Statistics, Employment and  Earnings, various issues,

be expected. In that period, small firms had 36
percent of total employment and generated 39
percent of new jobs. During the 1980-82 reces-
sions, however, very small firms (fewer than
20 employees) generated all the net new jobs
in the economy; other sizes of business showed
declines during this period. Whether small
firms create more than their share of employ-
ment over the long term is unclear; the job cre-
ation record of small business appears highly
variable.

Displaced Worker Programs

Displaced workers are not the only unem-
ployed workers. According to the definition of
displacement of the U.S. Department of Labor,
displaced workers accounted for about 14 per-
cent of unemployment in January 1984. Dis-
placed workers have the advantage of estab-
lished work histories and good work habits,
and many have some transferable skills. As a
result, they are usually more employable than
disadvantaged workers or unemployed teen-
agers, many of whom lack acceptable work
habits such as demonstrated willingness to
show up on time and put in the requisite num-

ber of hours. In view of the greater problems
of the disadvantaged and current constraints
on public spending, some observers question
whether the government should provide spe-
cial services for displaced workers.

One justification for government programs
for displaced workers is that these people bear
a disproportionate share of the burden for hav-
ing a dynamic, adaptable, and generally open
economy. Displaced worker programs may be
viewed as the price society pays for an open
trade policy and for a labor market that per-
mits private employers considerable latitude in
hiring and firing—much more than in some
other industrialized countries. Another justifi-
cation is that displaced worker programs can
also help society avoid other kinds of expend-
iture, such as unemployment insurance, food
stamps, Medicaid, and welfare that arise dur-
ing long stretches of unemployment. Little re-
cent information is available on the extent to
which displaced worker programs substitute
for other kinds of social expenditures, but
earlier studies, evaluating the displaced worker
program of the 1960s, found that savings in
welfare and other transfer payments were large



Ch. I—Summary ● 7 5

enough to pay back the investment of public
funds in 2 to 4 years.

Concern over displacement, and government
programs designed to serve displaced workers,
tend to wax with unemployment and wane as
employment recovers. In 1962, concerned with
rising unemployment rates and fearing that
automation would aggravate unemployment,
Congress provided special funding for dis-
placed workers in the Manpower Development
and Training Act (MDTA). Within 2 years,
however, a prosperous economy and falling un-
employment caused a shift in the emphasis of
government employment and training programs,
toward assistance for disadvantaged workers.
The unemployment rate stayed low through-
out the 1960s, partly due to the enormous fis-
cal stimulus of the Vietnam conflict and the
Great Society programs. In the 1970s, unem-
ployment rates again edged up. By the late
1970s, unemployment in a nonrecession econ-
omy had risen to 7 percent, and it hit a post-
World War II high of 10.8 percent in Decem-
ber 1982, at the depth of the recession. Con-
cern over displacement reemerged strongly.

Concern was translated into action with the
1982 Job Training Partnership Act (JTPA, Pub-
lic Law 97-300). Title III of JTPA authorized
services for displaced workers. In October
1983, State Title III programs to serve dis-
placed workers were initiated. Federal fund-
ing of $223 million was provided for a startup
period of 21 months.5 JTPA Title 111 was the
first Federal program designed to serve all
groups of displaced workers since the begin-
ning of MDTA, in the early 1960s.

Although unemployment remains high by the
standards of the past four and a half decades,
it has fallen from its peak in the 1981-82 reces-
sion. In mid-1985, civilian unemployment fluc-
tuated between 7 and 7.5 percent for nearly a
year, dipping to 7 percent in August. With the
unemployment rate falling from recession highs,
concern over displaced workers also lessened.

The economic recovery neither stopped nor
even greatly reduced displacement. Displace-
ment is an ongoing process, associated with
technical and economic change, and the prob-
lems of displacement are not the same as those
of general or cyclical unemployment. Plant
closings and mass layoffs, major contributors
to displacement, are continuing during the re-
covery. Moreover, plant closings and mass
layoffs are by no means confined to mature in-
dustries such as steel, textiles, and automobiles.
For example, in Santa Clara County (Califor-
nia’s Silicon Valley) semiconductor industry
employment fell by about 2,000 in a few months,
from 51,000 in November 1984 to 49,000 in
May 1985. In the semiconductor industry as
a whole, employment fell by 9,600 between its
peak in December 1984 and July 1985.

The need for services to displaced workers
does not vanish during economic recovery and
growth. There is a continuing need for dis-
placed worker services in an economy that is
changing as rapidly as that of the United States.
The demand for services may be greater dur-
ing recessions, when it is more difficult for
displaced workers to find jobs on their own.
Displacement itself may increase during reces-
sions, as some marginally competitive firms
close or permanently cut back production and
employment. For example, employment losses
in the textile industry have been heavy during
recessions, and these losses have not been
made up during recoveries. According to the
BLS survey, over 1.2 million workers were
displaced even in 1979, by most standards a
healthy year economically.6

Performance of JTPA Title III

Judgments about the effectiveness of Title III
should be made cautiously at this point. JTPA
Title 111 is the first comprehensive program for
displaced workers in nearly 20 years. Most
States have had to spend some part of the first
2 years of Title III’s existence organizing to

sThis funding covered fiscal year 1983 and the transition year,
a 9-month period from October 1983 to June 1984. JTPA is funded
by program year, beginning in July, rather than in October as
the Federal fiscal year does.

6This figure may be an understatement, because the workers
were surveyed 5 years after job losses occurring in 1979; accord-
ing to BLS, people tend to forget events of the more distant past,
and probably underreported job losses in the earlier years of the
5-year period.
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serve displaced workers. Few projects have yet
learned how to cope with differing economic
circumstances and changing populations of
displaced workers. As a result, some projects
and States have spent their initial allotments
of funds quite slowly, leaving $184.5 million
in unspent, but probably mostly obligated,
funds by June 1985.

Title III served 96,100 workers in its first 9
months, and another 132,200 workers were
newly enrolled in the full program year July
1984 June 1985. This is probably less than 5 per-
cent of the eligible population. In 1983 over
3 million adult workers were displaced from
their jobs, according to the BLS survey; most
of these workers were eligible for Title III
services.7 So far, the number of workers served
per year by Title III is about 3.5 times the
number of workers served by the Industrial
Adjustment Service (IAS) of Canada, while the
U.S. work force is almost 10 times larger than
Canada’s.

IAS and Title 111 are different: the Title 111
program offers a broad range of services, in-
cluding counseling, job search and placement
assistance, vocational training, and education.
The IAS program is focused on helping dis-
placed workers find new jobs quickly, offering
services immediately on notification of mass
layoffs or plant closings. The IAS program does
not itself provide vocational training or educa-
tion, but can refer workers to Canada’s exten-
sive, free adult training program. However,
IAS reaches many more workers, in relation
to the size of the Canadian labor force than
Title 111 does for the U.S. work force. If a
program similar to the IAS existed in the United
States, the number of people seeking services
from JTPA Title 111 might well increase.

So far, in a number of respects, the Title III
program seems to be working in accordance
with major emphases in the law. The Federal
role is minor, and States are in control of the

TThe eligible population in 1983 was roughly 3 million work-
ers, based on the BLS survey which found 11.5 million people
had lost jobs due to employment cutbacks from 1979 to 1983.
Although BLS defines only 5.1 million of these people as dis-
placed, holding the former job for 3 years is not a requirement
for eligibility in most States.

program. The influence of the private sector
is strong, particularly in the emphasis on place-
ment, low costs, and marketing the program
to potential employers. The act’s limits on
administrative and support services have been
satisfied.

Whether Title III is an effective and sufficient
response to the problem of worker displace-
ment is questionable. One important question
is whether the heavy emphasis on placement
may divert attention and resources away from
training. The limited information available on
program spending indicates that vocational
skills training in Title 111 programs is probably
sparse. Generally, the majority of displaced
workers are much more interested in returning
to work than in training or education, although
a significant minority of the people may be-
come interested in training opportunities.
While retraining for strictly “high-technology”
skills and occupations may have been over-
emphasized in the past, training is still a very
important component of well-run displaced
worker programs. For many displaced work-
ers, training is the best route back to a job with
reasonable opportunities for advancement.
This is particularly true for unskilled or semi-
skilled manufacturing production workers,
whose former jobs were based largely on rou-
tine manual and mental skills. Many of these
people need substantial retraining or education
to get good jobs in the service-producing sec-
tors, where most new jobs are being created.

In well-run programs such as the Downriver
Community Conference in Wyandotte, Mich-
igan, and the reemployment program at the
former Ford assembly plant in Milpitas, Cali-
fornia, a substantial minority of workers–20
to 35 percent—are likely to choose and bene-
fit from vocational skills training. It should be
emphasized that these percentages would be
much lower without these programs’ strong
commitment to counseling and encouraging
workers who are qualified to consider training.

A substantial barrier to retraining for dis-
placed workers who are interested and qual-
ified is that few adults can undertake it with-
out income support. Basic unemployment
insurance (UI) benefits, lasting 26 weeks, are
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Photo credits: Downriver Community Conference

In well-run training programs, workers may be trained in both
traditional and high-technology occupations
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the main source of income for most workers
in training. Some training institutions and
programs have adapted effective courses to fit
this constraint, but by no means all. Extensive
training, without other sources of financial
support than basic UI, is often infeasible.

Judging by available numbers on spending,
emphasis on and commitment to training may
not be characteristic of JTPA Title III projects.
In the initial 9 months of Title III, spending per
worker averaged $768 and in the following
program year $895, far less than the approxi-
mately $3,000 spent on each worker at the Ford
Milpitas plant, where training–usually the
most expensive service offered in any dis-
placed worker project—was emphasized heav-
ily. However, information on Title III program
spending and services are both too limited and
too out-of-date to judge the effectiveness and
appropriateness of the program’s training com-
ponent.

Another concern is the low priority most
State Title III programs give to remedial or
brush-up education for displaced workers, even
though displaced workers who lack good basic
skills will increasingly be forced to take low-
wage jobs. A substantial proportion of U.S.
workers are poorly equipped to learn new job
skills, except for relatively elementary ones,
because they have deficiencies in basic educa-
tion, or use only a narrow range of job skills
that do not transfer easily to different occu-
pations.

While estimates of adult functional illiteracy
are both outdated and misleading, it is clear
that large numbers of adults lack adequate
skills in reading, writing, mathematics, prob-
lem-solving, and communication. These people
will find it increasingly difficult to compete
successfully for good new jobs once displaced,
or to qualify for occupational skills training.
Many people require remedial education before
they can benefit from other kinds of training.

Lack of basic skills in the work force is a
problem for U.S. businesses as well as for in-
dividuals. The lack may manifest itself in
sluggish productivity growth, increased needs
for supervision, and deficient product quality.

These costs are difficult to quantify but are
probably substantial. While private firms can
and sometimes do provide basic education to
employees, many employers feel, with some
justification, that it is the job of the public
school system, not business, to make sure that
people enter the work force with adequate
basic skills.

Retraining programs, which usually stress
placement, often do not emphasize basic skills
or remedial education. As a result, many
people with basic skills problems receive no
help at all from Title III projects. Few States
have made remedial education an integral part
of Title 111 services, although some with large
numbers of non-English speaking workers have
given it considerable attention. Most State di-
rectors of Title III programs see little need for
providing remedial education, because they
believe displaced workers have adequate basic
skills, because remedial education is available
elsewhere, or because of lack of interest on the
part of the displaced workers. Project staff who
work directly with displaced workers often see
the matter differently; a number of projects
have reported that one-fifth to one-third of their
clients cannot read or figure at the sixth-grade
level. Many displaced workers lack the basic
skills which would qualify them for good new
jobs or for training in skilled occupations. This
is especially true of those who formerly held
semiskilled or unskilled jobs—the same work-
ers who are especially vulnerable to displace-
ment. Displaced worker programs can offer
very effective remedial education services, as
some outstanding individual projects have
shown.

Of course, overcoming basic skills deficien-
cies is the responsibility of the individual as
well as that of society. In many areas, feder-
ally supported remedial education can be had
at little cost except time and effort. However,
demands for free remedial education are often
greater than the supply and waiting lists for
publicly funded remedial education classes ex-
ist in some areas. Even so, the majority of adult
workers with basic skills deficiencies do not
apply for remedial education, due to schedul-
ing problems, inadequate motivation, or lack
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of self-confidence. To reach these people, more
extensive outreach efforts are needed and, in
many areas, additional service.

State directors do see a need for early warn-
ing of plant closures and large layoffs. This
would allow States to begin offering assistance
before workers are out of jobs. This service is
permitted by JTPA but is difficult to provide
without advance information about layoffs.
Several States have put considerable effort into
offering services and information to workers
before they lose their jobs. These programs at-
tempt to find out about impending layoffs by
enlisting voluntary cooperation of companies.
Typically, when the rapid response teams learn
about a planned plant closing, they mobilize
the local Employment Service (ES) office, the
State education and training authorities, and
community social service agencies to make a
plant visit acquainting the soon-to-be-displaced
workers with the options open to them. States
vary in their ability to provide quality pre-layoff
services. Some simply point the workers to
services available from established agencies,
but a few have developed an integrated set of
services, including special efforts to find new
jobs before the layoffs occur.

Some companies try to provide advance
notice of large layoffs or closings voluntarily;
others are required to do so in the bargaining
agreements with their unions. Others provide
little or no notice. Many workers receive only
2 weeks notice, or less, at the end of their jobs.
Over the past decade, the Congress, at least 20
States, and several localities have considered
legal mandates for advance notice, but there
is little actual legislation. Three States—Massa-
chusetts, Michigan, and Wisconsin—encour-
age voluntary advance notice, but only one
State statute (Maine’s) requires it.

Some workers will not take advantage of ad-
justment services early, but having them avail-
able is important to boost workers’ morale and
allow them to plan ahead. It is also important
to offer training while workers are eligible for
the maximum amount of unemployment insur-
ance or other forms of income support. It must
be noted, however, that early notice does lit-

tle good if there is no program available offer-
ing reemployment and retraining services to
the workers. Despite the efforts in some States
to provide a rapid response to plant closures
and layoffs, it appeared in mid-1985 that many
States were still not adequately organized to
offer adjustment services promptly. Delays of
several months in delivery of Title III services
were not uncommon, even though response
times have improved since the Title III pro-
grams officially began in October 1983. Some
projects have nonetheless done an excellent
job. The Ford Milpitas project was an outstand-
ing example of a prompt, positive response to
plant closing. Important factors in its success
were the 6-month advance notice required by
the Ford-UAW bargaining agreement; early
provision of an array of effective services; the
excellent leadership provided by Ford staff and
UAW members, who together ran the program;
and the help provided by agencies of the State
of California}

At the Federal level, advance notice legisla-
tion has been introduced in every Congress
since 1974, but none has been adopted. A bill
that reached the floor of the House in Novem-
ber 1985 was voted down by a close margin.
Opposition to advance notice is based on argu-
ments: 1) that the requirement burdens busi-
ness, forcing companies to keep troubled es-
tablishments open longer than is economical;
and 2) that advance notice can have perverse
effects, undermining the morale of the work
force and the confidence of suppliers, custom-
ers, and creditors. Proponents argue that bus-
inesses in European countries and Canada are
able to comply with advance notice require-
ments; Canadian officials report that difficul-
ties with early notification are not an issue. Ex-
perience also shows that worker morale can
stay remarkably high after a plant closing an-
nouncement, so long as effective readjustment
services (which Title III can make available)
are offered promptly. However, advance no-
tice might impose additional burdens on busi-
ness and probably would increase demands—
and spending—for readjustment services.

Another issue is whether the Title 111 pro-
gram will receive reliable, sufficient funding.
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Two years after the program officially began,
Congress voted to cut Federal funding for the
program by 55 percent, from $223 million in
fiscal year 1985 to $100 million in fiscal year
1986. In proposing the reduction in early 1985,
the Administration cited low demand for ex-
pensive classroom training, a lower-than-ex-
pected rate of spending, and a large carryover
of unspent funds. Department of Labor (DOL)
officials argued that the cut would not affect
levels of service, because of the carryover funds
(which amounted to $184,5 million on June 30,
1985, the end of the program year). The Na-
tional Governors’ Association, representing the
States, strongly opposed the reduction, argu-
ing that most States had fully obligated their
Title III funds at the end of the program year;
that spending is on a rising curve, as States get
more experience with their newly established
Title 111 programs; and that the cuts would
force sharp reductions in services to displaced
workers in many States.

The General Accounting Office presented
evidence that, because of differences in rates
of spending and carryover funds among States,
23 States would have less money for services
to displaced workers in 1986 than was allo-
cated to them in 1985. Most Title III funds are
allocated among the States by a formula that
is written in the law, so that changing the
allocation would be difficult. Thus, the overall
reduction in funding might mean that States
which began an active displaced worker
program early and spent most of their allocated
funds would have to cut back services.
Congress responded to this concern by
directing the Secretary of Labor to give
adversely affected States first priority for Title
111 discretionary funds, which are not allocated
by formula but are granted at the discretion of
the Secretary. What effect these funding
changes will have on the stability, quality, and
level of services to workers is not yet clear.

A problem that became evident throughout
1985, as Congress considered JTPA budget and
appropriation proposals, is that information on
Title III program spending and services is nei-
ther timely nor adequate. States are required
to submit reports on their Title III programs

only once a year, covering activities through
the end of the program year, June 30, and due
45 days later. The reports usually are not
complete until several weeks later. Thus, in the
spring, summer, and early fall, when Congress
is considering the budget for the following
fiscal year, the most recent State reports on
program activities are several months to more
than a year out of date.

In April 1985, for example, when Congress
considered the Administration’s proposal to re-
scind Title 111 funds for fiscal year 1985, the
State reports were nearly 10 months old.
Congress did not act on the rescission. In mid-
September, when congressional committees
were marking up and voting on JTPA funding
bills for fiscal year 1986, these State reports
dating from June 1984 were still the latest avail-
able on Title III activities. More recent data,
drawn from State reports for the program year
ending June 30, 1985, became available only
in the last few weeks before Congress took final
action on JTPA funding. The infrequency of
the reports lessens their value for oversight of
the program as well as for budget decisions.

The sparsity of data in State Title III reports
is also a problem. The Labor Department re-
quires that they record only the amount of Ti-
tle III funds spent during the program year;
numbers of workers served, numbers officially
leaving the program, and numbers placed in
jobs; and a few characteristics of the workers
finishing their stay in the program, such as age,
sex, race, and level of education. The reports
do not record obligation of funds by the end
of the program year, only spending; nor do they
provide information on how many workers are
receiving what kinds of services (e.g., vocation-
al skills training in institutions, remedial edu-
cation, relocation assistance, job search assis-
tance, and on-the-job training).

Other Federal Programs

While JTPA Title III is the first comprehen-
sive Federal program offering assistance to dis-
placed workers in nearly two decades, other
Federal programs and agencies also play a role.
The most important are Trade Adjustment As-
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sistance (TAA), providing compensation and
adjustment services to workers displaced as a
result of foreign competition, and the ES, the
long-established job placement service open to
every worker in the United States.

Trade Adjustment Assistance was established
in 1962, but served very few workers until re-
quirements for eligibility were liberalized in
1974. The number of workers served by TAA
peaked in 1980, at 585,243. The program has
been cut substantially since 1981, when Con-
gress redefined and limited TAA income sup-
port payments. In 1984, 29,300 workers were
served. Spending peaked at $1.6 billion in fiscal
year 1980, and declined to approximately $56
million in fiscal year 1984.

In the past, TAA was criticized for provid-
ing mostly income supplements, with few real
adjustment services. In the mid-1980s, the em-
phasis has shifted to training and helping eli-
gible workers look for work in more promis-
ing areas and relocating. In 1984, 24,000 workers
received income support payments, 6,538 en-
tered training, and 2,382 were given relocation
assistance.8 Outlays for training in 1984 were
$18.5 million, compared with $5.2 million in
1980.

For eligible workers, TAA provides some sig-
nificant benefits which JTPA Title 111 does not.
TAA income support payments can last as long
as 18 months for workers in training, and re-
location assistance is more generous than
under JTPA. TAA support has made it possible
for some workers to complete longer term
training than they could otherwise have af-
forded, and encouraged some relocation out of
depressed areas.

The status of TAA was uncertain as this re-
port was completed (in December 1985). Up for
reauthorization in 1985, TAA was temporarily
extended by Congress through December 19.
However, Congress adjourned for the year
without completing action on a budget recon-
ciliation bill that proposed a longer term reau-
thorization for TAA. Meanwhile, under the
continuing resolution, TAA-eligible workers

aThe degree of overlap in these figures is unknown.

can continue to receive retraining and reloca-
tion assistance, but not income support, through
the end of fiscal year 1986. Hence, authoriza-
tion for TAA technically expired, but the 99th
Congress was expected to give further consid-
eration to the program in its second session.
One major concern regarding TAA is that it
is difficult, and possibly inequitable, to try to
distinguish among displaced workers by cause
of displacement and single out one group for
special treatment. The Administration, arguing
that Congress should allow the program to die,
held that TAA is unnecessary because JTPA
programs offer adequate services to all dis-
placed workers, and because the Unemploy-
ment Insurance system provides income sup-
port to all unemployed workers. On the other
hand, TAA maybe warranted as the price of
liberal trade policies that benefit society as a
whole. Also, the program may help to ease pro-
tectionist sentiments among workers and in-
dustries affected by trade.

The ES system administers UI payments, of-
ten the only source of financial support unem-
ployed displaced workers have. The national
network of federally funded Employment
Service (ES) offices provides free services such
as placement or helping clients to learn job
search skills. It generally serves a small seg-
ment of the labor market; when last surveyed,
only about 5 percent of people looking for work
reported they found jobs through their local ES
office. Although ES offices can offer additional
services such as skills assessment, job counsel-
ing, job development, and referral to suitable
training, most do not have the resources to pro-
vide these services to any but a few clients.
Title III projects often buy these services from
the local ES office. To expand the services to
all clients, the ES system would need additional
resources.

Congress has shown a special interest in two
of the services provided by the ES. First, JTPA,
like previous employment and training laws,
calls for the establishment of a computerized
interstate job bank and job matching system.
This goal is only partially fulfilled by the
Interstate Job Bank, in operation since 1984.
The bank’s coverage is limited to hard-to-fill
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technical and professional jobs, and it is by no
means fully automated; many offices send job
orders to the bank by mail. An intermediate
step providing improved labor exchange infor-
mation would be to upgrade and automate
intrastate job banks, so that information on job
openings and applicants could be quickly avail-
able throughout each State. For States with
compatible systems, electronic communication
or networking would be a possible next step.

Full automation of either the interstate or
intrastate job banks would require upgrading
many State systems, and this upgrading could
require substantial outlays of funds. One esti-
mate, made by a committee of the Interstate
Conference of Employment Security Agencies,
was at least $240 million in capita] outlays
spread over 5 years. This figure does not in-
clude software, personnel training, and trans-
mission equipment; on the other hand, it does
not reflect savings in maintenance and opera-
tion that can be expected from using a mod-
ern, efficient system. Thus, the cost of a fully
computerized, on-line, interactive national job
bank has not been estimated.

It is not certain that the expense of full com-
puterization and extension of the Interstate Job
Bank to cover lower paid, lower skill jobs
would be justified, particularly since the inter-
state system would be useful only to workers
willing to relocate. However, a system that
could help displaced workers get jobs in distant
locations might help encourage some displaced
workers from communities where job pros-
pects are poor to relocate. Moreover, improved,
automated job banks might work more effec-
tively, thus encouraging more employers to list
jobs and more qualified workers to apply. Cur-
rently, there is no reliable information on the
full costs and potential benefits of automating
the Interstate Job Bank. Before launching into
a full-scale effort to automate, a comprehensive
analysis of such costs and benefits is needed.
The analysis should include a comparison of
a centralized national system with several ways
of linking individual automated State systems.

JTPA also requires the Department of Labor
to assist States in providing detailed informa-
tion on local labor markets. The weakest ele-

ment in local labor market information is data
on occupations currently in demand. For many
local labor markets, it is difficult to obtain this
information. The Department of Labor has pro-
vided some assistance to States in this area, in
connection with national occupational surveys,
but many State ES systems do not have the ex-
pert staff and funds needed to analyze the in-
formation available through DOL surveys. With
reductions in Federal funding over the last few
years, some State ES offices have taken major
cuts in research and analysis. The Administra-
tion opposes Federal assistance to States for
labor market information programs not tar-
geted for national purposes, and proposes to
cut the small amount of funding currently
available to States for local labor market plan-
ning information.

Non-Federal Programs

Some State programs and collective bargain-
ing agreements also contain provisions to help
displaced workers. In addition, many of these
programs are set up to train active workers to
avoid displacement. Retraining of active work-
ers is not authorized under JTPA Title III. Cali-
fornia has a program funded at $55 million per
year for retraining both displaced workers, and
active workers who are in danger of losing
their jobs unless they are retrained. The Cali-
fornia Employment Training Panel is paying,
for example, for the retraining of tellers and
clerical workers of a major bank, where work-
ers might otherwise lose their jobs as the bank
automates and closes branch offices.

Both General Motors and Ford have agree-
ments with the United Auto Workers (UAW),
providing that money be donated to a retrain-
ing fund on the basis of hours worked by union
production employees. The Bell companies
also have agreements with the Communica-
tions Workers of American to fund retraining
of their employees. A major advantage some
projects have found in using the private train-
ing funds is that they are available immediately.
They can be used to start up services to work-
ers promptly, without waiting until States or
the U.S. Department of Labor provide JTPA
funds—a process that often takes months.
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Another strategy that some States and local
governments have adopted is to assist firms
threatened with failure to stay in business. This
helps maintain not only jobs but the economic
life of communities. While many enterprises
cannot be saved without continuing subsidies,
some plant closings are avoidable. Community
or State assistance may help keep some busi-
nesses afloat when certain conditions are met.
First, there must be enough time to devise and
implement a strategy to improve the ability of
firms to compete; often, this means a year or
more, Second, there must be a reasonable like-
lihood of profitability once a strategy is imple-
mented. Finally, both labor and management
must be willing to make some sacrifices. Even
if all these conditions are met, some jobs may
be lost as firms become more efficient and raise
productivity. However, successful community
and State assistance to troubled firms can pre-
serve some employment which would be lost
if the businesses failed.

Foreign Programs

Labor policies to avoid displacement, to as-
sist workers who are displaced, and to offer re-
training to adult workers have generally been
less active in the United States than in some
other industrial democracies. Most European
countries and Canada have programs designed
to deal with displacement. Even in Japan, where
the active government role is small, social and
business customs often provide a high degree
of security for some of the work force (primar-
ily males). Many of these foreign programs are
considered successful, but probably would not
transfer well to the United States, However,
elements of them can be instructive.

Sweden’s adult training programs and em-
ployment services are generally considered
effective at finding jobs for people and, when
there are few jobs to be had, at providing adults
with excellent opportunities to acquire new
skills. This effectiveness stems partly from the
involvement of business and labor in deter-
mining what kinds of training are needed. Laid-
off Swedish workers who cannot find work
usually enter training, which gives them new
skills and may enable them to get new jobs.

This also keeps the unemployment rate low,
since workers in training are not considered
unemployed. To the Swedes, paying income
support for people in training is preferable to
paying unemployment insurance, and it up-
grades the work force. For people who do not
require training, individualized job-hunting
services are provided. Advance notice of plant
closings allows rapid response to avoid long
layoffs.

The Swedish system of dealing with displace-
ment has many elements that would be imprac-
tical in the United States. It is extremely ex-
pensive—Sweden’s labor programs account for
2 to 3 percent of its gross national product
(GNP)–and rely heavily on subsidies to indus-
tries to keep people employed. Its main bene-
ficiaries are employed workers, while new
entrants to the labor market do not enjoy the
same access to services. The system also may
tend to discourage worker mobility, and relies
on immigrant guestworkers to take the less
secure jobs, While Swedish labor policies have
kept the unemployment rate low–less than 3.5
percent even during the recent recession and
3.3 percent in 1984—the Swedish economy is
not without troubles. Inflation in Sweden has
been higher than in the United States for over
a decade; personal taxes, too, are higher in
Sweden. These drawbacks, however, are not
necessarily a result of specific Swedish labor
policies and some elements of the Swedish
system—effective worker training, early notifi-
cation of layoffs and rapid response, and
labor-management involvement in determining
training needs—might be adaptable to U.S. con-
ditions.

Canada is another source of useful examples.
At a modest cost to the taxpayer, Canada’s IAS
(formerly the Manpower Consultative Service)
gives effective reemployment service (not in-
cluding retraining) to workers displaced by
plant closings or large layoffs. Promptly after
learning that a layoff is planned, IAS offers to
help establish a labor-management adjustment
committee whose job is to place the laid-off
workers as soon as possible—often before the
layoff occurs.
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With a small field staff of 66, and a budget
of $8 million, the IAS provided several kinds
of employment services for about 120,000 work-
ers in fiscal year 1982-83.9 Some 36,000 of these
workers were displaced in plant closings or
mass layoffs and received plant-based adjust-
ment services at a cost of $6.1 million ($171 per
worker), of which the government contributed
$3.9 million ($108 per worker]. Over the years
(except during deep recession) the labor-manage-
ment committees formed with IAS’s help have
found jobs for about two-thirds of all the work-
ers involved in the layoffs, usually within a year
or less.10 IAS offers its services in all cases of
layoffs involving more than 50 people, and will
step in where smaller numbers of people are
involved if asked.11 If the offer is accepted,
which is nearly always the case, IAS provides
an experienced, independent chairman (usu-
ally a retired businessman) to help the commit-
tees get established and do their work. The IAS
role is strictly facilitation; the effort at the plant
level is by labor and management, not by la-
bor, management, and government.

The major thrust of the IAS program is reem-
ployment. The committees provide no training,
although they may refer people who desire
training to one of the institutions participating
in Canada’s extensive system of adult voca-
tional education. IAS costs are modest, aver-
aging $10,000 to $20,000 per plant served.

Adult vocational training in Canada is well-
funded and heavily attended. The Canadian
Government spent over $1 billion (over 1 per-

‘Services provided by the IAS, in addition to the placement
assistance for victims of plant closings, include work-sharing
and technical assistance to firms in temporary crisis; retrain-
ing assistance for workers in firms undergoing technological
change; and training of skilled workers for new and expanding
firms.

IOThe committees generally  finish their work, and then ds-
solve, in about I year. Usually, followup studies are not done,
so that there is little information about what became of work-
ers who did not find jobs through the committees; presumably
some find jobs on their own, some remain unemployed after the
committees dissolve, some leave the labor force, and some may
enter training,

IIWorkers who are part of closings or layoffs involving fewer
than 50 people are eligible for Canadian unemployment insur-
ance, vocational education and training, and the services of the
Canadian employment service. IAS also offers services when
fewer than 50 workers are involved, but advance notice is not
required in these cases.

cent of its budget) in the 1983-84 fiscal year on
adult training, including income support for
trainees.12 Approximately 277,000 people en-
rolled in the national adult training program
that year. People who are eligible for this train-
ing are adults referred by one of Canada’s
publicly funded Employment Centres or the
IAS. Employed people can take advantage of
Canadian job training too, although higher
priority in some programs is given to training
for the unemployed.

Income support for unemployed or partially
employed trainees in Canada can be extended
for up to 2 years. This income support is one
reason that many Canadian workers are able
to take much more extensive training than peo-
ple in JTPA-sponsored training; the average
length of stay in Title III projects for those who
take classroom training is currently about 22
weeks, some of it spent in activities other than
training (e.g., testing, assessment, counseling,
and job search). About 20 percent of the people
enrolled in Canadian adult training in 1983-84
were in remedial education. Training in
basic educational skills, less emphasized in the
United States than in Canada, is probably
needed to about the same extent in both coun-
tries. The Canadian Government also empha-
sizes training in “critical skills” occupations—
those considered important to the national
economy and in which shortages are antici-
pated. Although some of these critical skills
occupations are high-technology—robotics tech-
nicians and computer hardware specialists—
many are not, such as machinists, tool and die
makers, welders, offshore drillers and derrick
workers, millwrights, and chefs. It is not clear
whether the emphasis on critical skills is very
effective. It is difficult to identify what skills
or occupations might be in demand, even in
the short run.

While Canadian vocational training is exten-
sive, it is probably more effective in helping
trainees to get better paying, more highly skilled
jobs rather than in helping to combat unem-

~ZThere is n. comparable figure for the United States. The
United States has no program which offers free vocational ed-
ucation and income stipends to adults who have been referred
to training by the Employment Service.
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ployment. The Canadian unemployment rate
has been higher than that of the United States
for more than a decade; in 1984, the rate was
still over 11 percent.

Elements of the Canadian system which could
be useful in the United States are an IAS-like
system, or some other flexible, quick, plant-
based response to large layoffs; and the excel-
lent access to vocational and remedial educa-
tion offered to adults, along with income sup-
port to make extensive training possible.

Design and Performance of
Displaced Worker Projects

Within the framework of JTPA, there is con-
siderable room for different kinds of services
and different ways of offering them. This flex-
ibility is one of the strong points of the pro-
gram, since different areas and different groups
of workers have different needs which rigidly
prescribed projects might not serve well. How-
ever, while it is important to tailor displaced
worker programs to the appropriate workers,
communities, and economic circumstances,
there are some elements of program design that
tend to make all projects more successful.

Projects that have active cooperation of la-
bor and management as an integral part of
reemployment efforts are more likely to be ef-
fective than projects without such support. Em-
ployers, particularly with the cooperation of
labor, can make important contributions to dis-
placed worker projects. At the Ford Milpitas
auto assembly plant, for example, Ford gave
the plant’s industrial relations manager a free
hand when the plant closing was announced
to “do what was right. ” In this case, the right
action meant personalized counseling on ben-
efits and retirement, testing of every worker
who wanted education or skills training courses,
a great emphasis on and variety of vocational
training, remedial education offered in the
plant at convenient times for workers, a deter-
mined search for local job openings, and let-
ting people take new jobs before the plant
closed without loss of severance pay, These
services began months before the plant closed
and continued at the plant for 16 months after

Photo credit Downriver Community Conference

A worker learns word processing in a retraining
program run by the Downriver Community Conference.

production ended, with a company-paid skele-
ton staff available to run the services. The Mil-
pitas project cost between $5.6 and $7.2 mil-
lion (depending on how the resources provided
by Ford are valued), and served 1,997 workers
at a cost of $2,800 to $3,600 each. In addition
to company money, funding came from the
State of California, JTPA Title III, a retraining
fund provided as part of the Ford-UAW bar-
gaining agreement, and TAA.

By almost any standards, the Milpitas effort
was outstanding. Until the day the plant closed
—6 months after the announcement—quality
and productivity continued to rise. On the date
that services officially ended (Sept. 1, 1984), 83
percent of those looking for work had found
jobs: 1,460 people were employed. Five hun-
dred had retired or were within a few months
of retirement; 118 were still in training; and
308 people were unemployed.

While public funding and the health of the
local California economy were important ele-
ments in this success, this should not minimize
the role of prompt action based on labor-man-
agement cooperation that already existed at

Milpitas. This was not always the case: labor-
management relations were rocky through the
1970s in the plant. In 1979, a new plant man-
ager took over, committed to the idea of em-



26 . Technology and Structural Unemployment: Reemploying Displaced Adults

ployee involvement that Ford and the United
Auto Workers had just written into their na-
tional contract. Employees were encouraged
to solve problems cooperatively with manage-
ment, and supervisors began to listen to shop
floor workers’ ideas on improving quality and
productivity. By 1982, the Milpitas plant was
at the top of the Ford assembly division for
productivity and quality. While this effort was
not sufficient to keep the Milpitas plant open
in the face of intense world competition—the
plant apparently closed because of the expense
of transporting cars from the California plant
to the rest of the Nation and because of gener-
al contraction of Ford—the foundation of good
labor-management cooperation was a critical
element in the success of the reemployment
program at Milpitas.

Employers usually have networks in local
business communities, which can be effective
at finding out what firms are hiring and what
occupations are in demand and at sponsoring
or promoting former employees to other busi-
ness people. Employers and labor-management
teams are also likely to know the strengths and
skills of their own workers and can be effec-
tive at recommending qualified workers for
new jobs. Also, workers are more likely to take
advantage of services offered by employers if
they already have good relationships with man-
agement, as is often the case in plants with ef-
fective labor-management teams.

Another feature of projects that serve the
spectrum of displaced workers well is a full
range of services, from job search assistance to
training. Projects that offer a broad range of
services are likely to meet the needs of a diverse
group of clients under different economic con-
ditions, not just a single group of those easiest
to serve. However, in differing economic cir-
cumstances, different services may need more
emphasis. In prosperous times and areas, job
search assistance may be effective for the ma-
jority of workers entering programs. In com-
munities facing longer term economic decline,
vigorous relocation efforts may be needed. Fi-
nally, during recessions or in areas where jobs
are hard to find, more workers usually are in-
terested in training for new occupations.

Adult Education in the United States

Most displaced workers, even if they have re-
ceived a few months’ notice of layoff, do not
have the time or the resources to devote to for-
mal, full-time educational programs; moreover,
many are not interested. As a result, many in-
stitutions offering adult education often play
a relatively minor role in displaced worker
projects, with some notable exceptions. For
example, many community colleges and voca-
tional/technical schools are involved in dis-
placed worker projects. However, adult edu-
cation institutions could be more active in
retraining and educating displaced workers, if
some extra attention is given to designing pro-
grams specifically for displaced adults. Such
programs can also be a major force in provid-
ing people with skills that will make them less
vulnerable to displacement (“preventive train-
ing”), or prepare them for finding a good job
more readily if they should be displaced.

Both basic and career-oriented adult educa-
tion will need to adapt to significant changes
in the demography of the work force in the next
few decades. The U.S. work force is aging, re-
flecting the aging of the baby boom generation,
now in its prime working years. By the year

2000, half the labor force will be middle aged
(35 to 54), compared to only about 35 percent
today. This demographic trend, together with
changes in jobs brought about by changing
technology, will mean that more older work-
ers than in the past will periodically need to
refresh basic educational skills and learn or up-
grade job skills. Much of this upgrading is
likely to happen on the job, but some will come
through the formal system of adult education.
Historically, however, older workers are sig-
nificantly less likely than the young to seek
adult education. Educational institutions may
need to make changes in program design, cur-
ricula, logistics, and outreach efforts to attract
more older workers.

Like older workers, less educated and unem-
ployed people also tend to take little advantage
of adult education. Part-time enrollments in
adult education more than doubled between
1957 and 1984, and 60 percent of the students
take courses for employment-related reasons.
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However, participation rates are much higher
among those who are employed and well edu-
cated than among those who are not. Partici-
pants are also much more likely to be in man-
agement, administration, and technical or
professional occupations than lower level
white- and blue-collar jobs.

The same pattern prevails among people who
receive education at an employer’s expense.
Private business plays a crucial role in fund-
ing and delivering education and training to
adults, providing probably more than half of
all job-related education and formal training
to adults through in-house courses or arrange-
ments with outside institutions. The most likely
recipients of such assistance, however, are
white, well educated, and in higher level man-
agerial, administrative, and professional jobs.
Some private firms make adult education more
accessible to blue-collar and lower level white-
collar workers through employer-supported ed-
ucation programs. Recent collective bargain-
ing agreements emphasize education and train-
ing more than in the past, and some firms
conduct basic education programs for their
workers. Additional education and training
could be offered at low cost through partner-
ships of business and local educational insti-
tutions. Many high schools, if asked, will pro-

Photo credit UAW-Ford Ernp/oyee Development and Training Program

A UAW-represented Ford employee gets one-on-one
instruction in a Basic Skills Enhancement session at
the Ford Dearborn Engine Plant. This feature of the

UAW-Ford Employee Development and Training
Program is designed for people with

fundamental educational needs.

vide adult basic education at the worksite, a
union hall, or other facilities convenient to
workers. Community colleges are often will-
ing to adjust course locations and times to fit
the needs of adults and local labor markets as
well. Some unions also have active education
and training programs, which often entail part-
nerships with educational institutions.

The Federal Government plays a substantial
direct role in funding some kinds of adult edu-
cation. Nearly half the costs of State and local
remedial education programs are provided by
the Federal Government, for example, and the
Federal Government also picks up a substan-
tial portion of publicly supported vocational
education programs that are specifically tar-
geted to adults. For most other continuing edu-
cation programs, the Federal Government plays
a minor direct role, compared to States and pri-
vate business. The indirect role, however, can
be large. The expenses private employers in-
cur for adult education can be deducted from
Federal taxes as normal business expenses, and
individuals can deduct expenses for education
directly related to their current jobs. The Fed-
eral Government is also the largest single pro-
vider of adult education and training, particu-
larly in programs offered by the Department
of Defense.

Another potential Federal role is in develop-
ing and adapting instructional technologies to
adult education, sharing more of its own ex-
perience in training technologies with the pri-
vate sector and educational institutions. Many
new educational technologies—including tele-
vision, videotape, videodisk, and computer-
aided instruction (CAI)—can significantly im-
prove the quality of adult education. Television
and CAI can help overcome geographic and
scheduling barriers to adult education, and
some CAI programs have considerable poten-
tial for use as a supplement to instructors in
adult basic and vocational education. Many of
these technologies. were initially federally
funded. The Department of Defense, for exam-
ple, was instrumental in the early development
of computer-based instructional programs, in-
teractive videodisk systems, and various simu-
lators and emulators used in training.
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There is evidence from several projects that
well-designed CAI materials can help adults
learn quickly and well. In some comparisons
with conventional classroom instruction, CAI
has been shown to cut instruction time by 25
percent or more, and adults in these CAI classes
did somewhat better on tests than adults in the
control groups. Interactive videodisk systems
are highly promising for providing a wide va-
riety of vocational skills training. Several fac-
tors, in addition to the new computer technol-

ogies, have contributed to the success of new
educational technologies in both basic and vo-
cational education programs. Many of the
projects benefited from closer attention to
project design, greater efforts to encourage par-
ticipation, and more training of instructors
(paid and volunteer) than is typical in most
adult education projects. In CAI projects, the
computer rarely stands alone; rather, it works
best as a supplement to, rather than a replace-
ment for, good instructors and volunteers.

CAUSES OF DISPLACEMENT
Workers are considered displaced when some

permanent and structural change has occurred,
either in the economy as a whole, in some sec-
tors, or in their own firms. People who are un-
employed as a result of cyclical changes in the
economy are not generally considered dis-
placed, although when cyclical downturns are
deep and long lasting, as in the back-to-back
recessions in the early 1980s, it can be diffi-
cult to distinguish cyclical from structural un-
employment. The result, for the individual, is
often exactly the same. For the typical dis-
placed workers in the early 1980s—steelwork-
ers and autoworkers-it mattered little whether
their distress resulted from displacement or a
cyclical downturn. Both unemployed steel-
workers and autoworkers were told, during the
early 1980s, that their jobs were probably gone;
that it was time to make a major change.

The outcomes for these two groups of work-
ers illustrate some of the difficulties in trying
to identify who and how many people are dis-
placed at any moment. Unemployed steelwork-
ers, displaced from an industry where competi-
tive problems date back two decades or more,
are still suffering the consequences of displace-
ment. Employment in the steel industry in 1985
is lower than it was during the depths of the
1981-82 recession; even optimistic observers
expect steel employment to continue to fall.

Autoworkers, on the other hand, have been
recalled in much greater numbers than many
analysts expected. Employment in motor ve-
hicles and equipment averaged 860,000 in

1984, below its peak of over 1 million workers
in 1978. Since 1982, however, total employ-
ment in the industry has increased by nearly
168,000, with the number of production work-
ers increasing by nearly 157,000.

Both industries have sacrificed technologi-
cal leadership to Japan and other foreign com-
petitors, and both have suffered from sharpened
competition from imports. Wages in both the
steel and automobile industries are above the
average for manufacturing; in 1984, the aver-
age hourly earnings of production workers in
steel was $12.99, and in autos $12.74, while the
average for all manufacturing production work-
ers was $9.18. Both industries have responded
to competitive pressures by seeking trade pro-
tection and by modernizing and automating
plants. Employment in both industries has con-
tracted, although the contraction of steel em-
ployment is far more severe. In other words,
both industries have experienced all the forces
causing displacement and have reacted to them
in nearly the full range of ways.

The long-term outlook for automobile em-
ployment is not yet clear. During most of the
recovery from the 1981-82 recession, the auto
industry was protected by a restrictive Volun-
tary Restraint Agreement (VRA) with Japan,
which significantly limited the number of Jap-
anese automobiles in the U.S. market. The VRA
expired in March 1985, and since then Japa-
nese imports, though still restrained by an edict
of the Japanese Ministry of International Trade
and Industry, increased dramatically, rising
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from about 1.85 million in 1984 to an annual
rate of 2.9 million in June 1985. Increasing im-
ports, without continued growth in overall de-
mand for automobiles, will affect U.S. em-
ployment.

Also, the recovery of automobile employment
has been boosted by the rebound in large car
markets, helped along by falling petroleum
prices and stable gasoline prices. This rebound
apparently leveled off in early 1985. Lower oil
prices could last for a few more years, but it
will be a challenge for U.S. automakers to
maintain their market share. Meanwhile, to re-
main competitive, the auto industry will con-
tinue to automate, which also reduces jobs.

As experience in both industries indicates,
the causes of displacement are technological
change and international competition. Both
terms cover a variety of factors that cause dis-
placement, including labor-saving innovations,
offshore production and outward processing,
import competition, and loss of export markets.

Firms which face intensified competition
from foreign producers often respond by au-
tomating domestic production in an effort to
lower costs and meet the competition. Even
this may not save many jobs; in some indus-
tries, even highly automated systems are read-
ily transportable to lower wage countries.
Other responses include shifting into less
threatened product lines, moving operations
offshore, or, when these strategies fail, shrink-
ing or going out of business. All of these re-
sponses can displace people. Whether such
displacement is trade-or technology-related is
often impossible to determine. Analyses that
attempt to separate the employment effects of
trade from those of changing technology or in-
creased labor productivity often miss the crit-
ical links between foreign competition and
changing technology,

Technological Change

The number of jobs available is the result of
a variety of strategic choices, including choices
of technology. Often, the choice is to replace
human labor with technology, a factor that has
helped double output per labor hour in the

United States since World War II. At the same
time, a growing population and rising
affluence-thanks in part to the rising produc-
tivity made possible by the capital-for-labor
shift—brought increasing demands for goods
and services. The increasing demand, together
with new products made possible by new tech-
nologies, were major factors in the growth of
U.S. employment,

Labor-saving technology can have a job-
destroying effect, but the drive for greater la-
bor productivity can help maintain or increase
the ability of U.S. firms to compete with for-
eign producers. However, greater labor
productivity, by definition, means that fewer
workers can produce equivalent output; unless
demand for output rises faster than produc-
tivity, jobs will be lost. At the same time, with-
out productivity increases, declining competi-
tiveness may cause even more jobs to be lost.
Changing production technology often saves
some jobs at the expense of others.

Increasing productivity, in the face of slowly
growing or level demand, has cost jobs in the
textile, automobile, and other industries, While
some sectors, such as computing and telecom-
munications equipment manufacture, can look
forward to rapidly rising demand for products
and probably increases in employment, many
others are likely to lose employment as demand
grows more slowly than productivity. Compe-
tition from products made abroad increases the
need to boost productivity and intensifies the
resulting downward pressure on employment
in affected industries. Manufacturing indus-
tries, because they make a product that can be
consumed far from its place of origin, are espe-
cially vulnerable to foreign competition, And
indeed, as has been shown, half the loss of jobs
due to displacement (as defined by the BLS) in
1979-83 were in manufacturing, which ac-
counts for less than 20 percent of employment,
The 1981-82 recession certainly was responsi-
ble for some of those job losses, and the high
value of the dollar is the reason for some con-
tinuing losses. The combination of pressures
from changing technology and trade mean that
declines in overall manufacturing employment
are unlikely to reverse and may continue.
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Technological changes alter the nature of
jobs as well as the level of employment. These
effects are not simple and predictable, how-
ever. An important factor is that equipment
and hardware alone do not govern the way jobs
and work can be reorganized. When a new
technology replaces human labor in perform-
ing some tasks, the remaining tasks can often
be regrouped into new jobs in various ways,
although the latitude on the part of managers
and their technical advisors to redesign jobs
has limits. In addition, all the options that do
exist often are not apparent. The nature of the
jobs may also vary depending on the organiza-
tion of work throughout the enterprise; the op-
tions can range from a high degree of central
management control, with narrow, rigidly de-
fined jobs designed to minimize the potential
for human error, to a more participatory style,
with greater autonomy, variety, and responsi-
bility built into workers’ jobs. The range of de-
cisions in redesigning organizations or jobs
does have limits, being constrained by the tech-
nologies themselves, costs, and such factors as
product design and volume, training and abil-
ities of the work force, national policies on
quality of worklife, and the politics of the
workplace.

Sometimes, applications of new technology
have led to de-skilling of individual jobs; for
example, jobs such as those of some machinists
and telephone operators have been de-skilled
as jobs were redesigned to take advantage of
computer-based technologies. Yet there are
many examples—from offices to factory shop
floors-where the adoption of new technol-
ogies has led to jobs with broader responsibil-
ities, more skills, and requirements for a bet-
ter understanding of the entire work process,
including one’s part in it.

Some of the skills needed to make use of ad-
vanced technologies are qualitatively different
from the skills many displaced workers pos-
sess. Routine manual and mental skills, often
learned through on-the-job experience, are vul-
nerable to technological displacement, while
reading, basic math, and problem-solving abil-
ities, combined with social skills, are more
highly valued. When factories are automated,
for example, the need for semiskilled and un-

skilled production workers often diminishes,
while the need for skilled maintenance and re-
pair people increases. In many cases, the work-
ers selected to learn the new, more challeng-
ing maintenance jobs are the ones whose basic
verbal, mathematical, and cognitive skills are
best. Familiarity with computers and electronic
instrumentation, the ability to troubleshoot,
and the possession of a broad, conceptual mod-
el of complex processes are becoming more im-
portant. While this trend does not manifest
itself in sudden shifts, it does mean that dis-
placed workers whose former jobs consisted
mostly of tasks requiring routine manual and
mental skills will have increasing difficulty
finding comparable new employment.

If the effect of current technological changes
is to raise the proportion of more highly skilled
jobs in the Nation’s occupational mix, that effect
will continue a long-standing trend. Throughout
the 20th century, higher skilled occupations
such as professional and technical workers,
managers, and administrators have grown fast-
er than some lower skilled occupations such
as farmworkers, nonfarm laborers, and oper-
atives. It would be misleading, however, to con-
clude that the economy is moving rapidly to-
ward a future where highly skilled occupations
predominate. Millions of lower skilled jobs
have been created in fast-growing service in-
dustries, which accounted for nearly 95 per-
cent of the growth in employment between
1970 and 1984. In general, service sectors have
higher concentrations of both high- and low-
skilled jobs than manufacturing (figures 1-8 and
1-9).

Many of the fastest growing and better paid
service jobs require several years of vocational
or postsecondary education, but other fast-
growing jobs, such as sales work, do not. What
is clear is that the number of lower skilled jobs
in manufacturing is diminishing, and low-
skilled and semiskilled manufacturing work-
ers will increasingly be faced with taking other
low-skilled jobs in service-producing sectors,
which often pay less than manufacturing jobs,
or with undertaking substantial periods of
training or education to qualify for more skilled
work in either manufacturing or services.
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International Competition

Immediately after World War II, relatively
few countries were capable of producing many
of the goods and services in demand in the
United States and overseas, and this country
was also more efficient at producing most of
these things than any other nation. This has
changed. While the United States is still the
world’s largest producer of goods and services,
the number of nations that can produce sophis-
ticated goods and services has proliferated, and
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their ability to compete with U.S. products has
risen greatly. In part, this is due to the fact that
other countries are challenging many U.S. sec-
tors in terms of productivity and technology;
in part, changes in competitiveness can be
traced to higher U.S. production costs result-
ing from factors such as failure to modernize,
inadequate attention to product quality, high
wage rates and capital costs, and—a particu-
lar problem so far in the 1980s—the high value
of the U.S. dollar relative to other currencies.

Over the past two decades, the importance
of trade and international competition to the
U.S. economy has increased significantly.
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Trade (imports plus exports) has increased
from less than 11 percent of GNP in 1965 to
nearly 22 percent in 1985 (figure 1-10). In the
1960s, the United States consistently ran trade
surpluses. These surpluses turned to deficits
in the 1970s, and the deficits ballooned in the
early 1980s. By 1984, the U.S. current account
deficit was nearly $102 billion. The current ac-
count balance is the balance on imports and
exports of goods and services plus the balance
on unilateral transfers (including international
transfers of funds such as gifts, pension pay-
ments, and government grants). The merchan-
dise trade deficit, or exports of goods minus
imports of goods, was over $107 billion. The
United States has run surpluses in services
trade for many years, but this surplus has been
diminishing, having peaked at over $41 billion
in 1981. In 1984, the huge merchandise trade
deficit, plus an$11 billion deficit in unilateral
transfers, swamped the services surplus of $17
billion. The rising value of the dollar in the
1980s is responsible for much of the deterio-
ration in the trade accounts, but a number of
sectors had lost competitiveness before this
change. Recapturing the competitive edge,
even for firms hurt primarily by currency fluc-
tuations, will be difficult.

The trade balance is only one measure of’
change in international competition. Many
U.S. firms have responded to intensified com-

Figure 1-10.— Trade as a Percent of GNP, 1950-84
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petition by moving production operations off-
shore, or by sending partially finished products
to overseas plants for processing and then re-
importing the processed products. Outward
processing has become a much more impor-
tant component of U.S. manufacturing firms’
strategy, now accounting for nearly one-sixth
of U.S. manufactured imports. Between 1969
and 1983, the value of items assembled abroad
increased by nearly a factor of 12, or almost
20 percent per year. Outward processing is par-
ticularly significant in motor vehicles and
parts, apparel, and several types of electrical
equipment. The most important reason for the
increase in outward processing is foreign com-
petition, which has led U.S. producers to lower
costs by seeking lower wage countries. This is
true not just for the United States, which has
had higher wages than the rest of the world
throughout most of the post-World War II pe-
riod. Japanese producers, too, have moved as-
sembly operations to lower wage countries as
wages in Japan increased. This does not nec-
essarily imply that U.S. wages—or, for that mat-
ter, Japanese wages—should come down; it
does mean, however, that there is little secu-
rity in many American unskilled or semiskilled
jobs in industries whose products can be read-
ily traded internationally.

Very little can be done to reduce the incen-
tives to import cheaper, foreign-made products,
to prevent offshoring, or to avoid all employ-
ment losses in industries facing stiff competi-
tion from low-cost foreign products. Trade pro-
tection, largely in the form of quotas, has been
used to mitigate the pressure in some industries,
but seldom prevents all job losses. There are
several reasons for this.

First, the General Agreement on Tariffs and
Trade has decreased the importance of tariffs
and forced participating nations to use new-
style quantitative restrictions, such as orderly
marketing arrangements and voluntary export
restraints, to protect domestic industries. Be-
cause tariffs apply to imported goods inde-
pendent of their origin, and the new quan-
titative restrictions are usually bilateral or mul-
tilateral, these quantitative restrictions often
constitute very leaky protection. In some cases,



Ch. l—Summary ● 3 3

producers in countries that do have agreements
restricting exports to the United States simply
route their products through countries with no
restrictions. As a result, quantitative restric-
tions are often ineffective at stemming imports.
Apparel imports, for example, multiplied more
than 20 times (from $595 million to over $12
billion) between 1967 and 1984, with some
quantitative restrictions in place.13 During the
same period, employment in the apparel indus-
try fell from nearly 1.4 million workers to less
than 1.2 million. The restrictions probably
slowed losses of American apparel jobs over-
all. Nonetheless, there was a great deal of dis-
placement in addition to the net job losses, as
the industry shifted to lower wage areas within
the United States.

Second, quantitative restrictions do not re-
move incentives for U.S. producers to move
production to lower cost areas. U.S. produc-
ers can engage in outward processing without
the imported items being subjected to quantita-
tive restrictions. For example, between 1980
and 1983, when the U.S. automobile industry
was protected by a voluntary restraint agree-
ment with Japan, imports under the Tariff
Schedule of the United States 807.00 (TSUS
807.00, one form of outward processing) nearly
doubled, rising from $5.3 billion to $9.8 billion.
While employment in the auto industry in-
creased during the full period of the VRA—
from 789,000 in 1980 to 860,000 in 1984—in-
dustry employment was substantially de-
pressed in 1980, down from a peak of over 1
million in 1978.

While protection is ineffective in preventing
all job loss, it may nonetheless be an important
part of a strategy to lessen the impact of for-

lsNOt all growth  in imports  Was due to leaks; the quantitative
restrictions permitted some growth in imports.

eign competition on the U.S. work force. Par-
ticularly if combined with industry efforts to
phase out unprofitable lines of businesses over
time or improve competitive ability, protection
can stretch out the period of employment de-
cline and help to avoid rapid, large job losses
that might swamp local labor markets with dis-
placed workers. Moderate employment de-
clines over periods of a few years can often be
mitigated by attrition and early retirement pro-
grams, avoiding some or all of displacement.
Moreover, phasing production out slowly can
often give workers more time to find or train
for new jobs. In addition, protection (or threats
of it) may motivate some foreign producers to
build production facilities in the United States
in order to keep market share and avoid trade
restrictions. The protection of the VRA, and
proposals to renew such protection, probably
are significant factors in the decisions of
Toyota, Nissan, and Mazda to locate automo-
bile assembly plants in the United States.

Manufacturing employment is particularly
vulnerable to displacement resulting from in-
creased international competition. Products
can be made in one location and shipped to an-
other, replacing labor in the consuming coun-
try. Exported services, on the other hand, are
more likely to use labor in the country of con-
sumption, since the production and consump-
tion of the products (such as restaurant serv-
ices, lodging, some banking and financial
services, and some retail and wholesale trade)
cannot be physically separated.14 As a result,
it is not surprising that manufacturing work-
ers are disproportionately represented among
the displaced.

IAInternationa]  trade and competition in service industries are
the subject of an ongoing OTA assessment, lnternatfonal Com-

petition in the Service Industries,

DISPLACED HOMEMAKERS: PROGRAM STRUCTURE AND PERFORMANCE

Displaced homemakers are women whose problems of finding good jobs with other dis-
principal occupation has been homemaking, placed workers, but the barriers they face are
and who have lost their main source of finan- often greater because of their lack of experi-
cial support.l5 Displaced homemakers share ence, often, their existing skills are not trans-

ferable to good new jobs: and they may needIsA  few men  may fit the definition of displaced homemakers,
but most are women. This discussion is confined to female dis- retraining or education in order to find steady,
placed homemakers. well-paid work. Estimates of the number of dis-
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placed homemakers range from more than 2
million to about 4 million.

providing the first national estimates of the
displaced homemaker population for more
than a single year, OTA found a 28-percent in-
crease in their numbers, from 1.7 million in
1975 to 2.2 million in 1983. These figures are
conservative. Different definitions and differ-
ent databases have produced estimates for sin-
gle years that are more than twice as large.
Definitions of displaced homemakers also vary
from one State and Federal law to another,
with little consistency in eligibility for program
services.

For analytic and descriptive purposes in this
report, displaced homemakers are defined as
women who:

●

●

●

●

are between the ages of 35 and 64; and are
divorced, widowed, or separated; or
are married but the husband is absent, seri-
ously disabled, or long-term unemployed;
or
are losing public assistance income from
sources such as Aid to Families with De-
pendent Children, when the youngest
child reaches the age where dependent
care ceases; and
have had serious employment problems,
including unemployment, working part
time but preferring full time, working at
pay below the minimum wage, or drop-
ping out of the labor force from discour-
agement,

Much of the increase in the population of dis-
placed homemakers since 1975 can be attrib-
uted to divorce, separation, or desertion. By
1983, nearly half (over 1 million) of displaced
homemakers were in this category. Over 60
percent of displaced homemakers had children
living at home. Their families were generally
small; only about one-fifth of displaced home-
makers lived in families of four or more. Even
with small families, however, many displaced
homemakers live in or near poverty. In 1982-
83, nearly half of them had family incomes be-
low $10,000. At least 30 percent of those in fam-
ilies of four or more were below the poverty
level, compared with only 15 percent of all
families.

By definition, displaced homemakers have
trouble finding satisfactory jobs. Half of them
were employed, but at pay below the minimum
wage or in a part-time job when they wanted
full-time employment. In 1975 (the most recent
available occupational data), 42 percent were
service workers, in jobs such as waitress, ho-
tel maid, or nursing home aide. This compares
to only 22 percent of all women in such occu-
pations at that time. Displaced homemakers
were underrepresented in clerical, profes-
sional, technical, and administrative jobs.

Government programs serving displaced home-
makers are relatively new. The first publicly
sponsored displaced homemaker program was
in California in 1975, and the first Federal pro-
gram came in the 1976 amendments to the Vo-
cational Education Act. By not including dis-
placed homemakers as a target group, as CETA
did, JTPA weakened Federal support for dis-
placed homemaker programs. Stronger support
came in 1984, in the Carl D. Perkins Vocational
Education Act. The act authorized spending of
up to $84 million annually for services to single
parents and homemakers, including displaced
homemakers. For fiscal year 1985,$63 million
in Federal Voc Ed grants is available for serv-
ices to single parents and homemakers, includ-
ing displaced homemakers.

What portion of the VOC Ed funding for serv-
ices to single parents and homemakers will be
devoted to displaced homemaker programs is
not yet known. Moreover, there is some resist-
ance in the vocational education establishment
to the idea of setting aside funds for special
groups such as single parents and homemak-
ers. On the whole, however, it appears likely
that Voc Ed support for displaced homemaker
assistance will increase substantially, exceed-
ing any Federal funding targeted to this group
in the past.

Even with the increases, Voc Ed funding is
still small in relation to the number of displaced
homemakers. Moreover, although Voc Ed
grants can be used to support a considerable
range of services, the emphasis is on vocational
training, not job placement. For many dis-
placed homemakers, the choice of training is
not feasible. Lacking either unemployment in-
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surance or income from other family members
to provide temporary or partial income sup-
port, they urgently need a job. The Job Train-
ing Partnership Act, another major Federal
program that serves some displaced home-
makers, is much more focused on placement
of clients in jobs than the Voc Ed program.
Also, it is potentially an additional important
source of funding for programs serving this
large and growing group of jobseekers who
face serious barriers to employment. Access to
JTPA programs, as well as to Voc Ed programs,
is important to displaced homemakers.

JTPA funds were a relatively minor source
of support for displaced homemaker projects
in 1984-85. Barriers to serving these women
with JTPA funds include the following: some
displaced homemakers do not qualify for Title
11A programs serving the economically disad-
vantaged, often because their previous income,
before they became displaced, was too high;
despite exceptions to the low-income rules for
Title 11A projects, not many service providers
are making use of them; many States do not
consider displaced homemakers eligible for Ti-
tle III services, which have no income limits.
Another problem is that displaced homemaker
service providers often lack information about
JTPA. In addition, local Private Industry Coun-
cils, which guide JTPA decisions, are often op-
posed to special services for this group.

Currently, several hundred displaced home-
maker projects exist, probably serving more
than 100,000 people annually, or at most about
5 percent of the population. According to proj-
ect directors, the most effective programs in-
clude a comprehensive mix of services, includ-
ing personal counseling and training in job
search skills and actual job skills. The clients
are a diverse group, however, including minor-
ity women, long-time welfare recipients, wom-
en from rural areas, older women, and widows.
For some, services designed to meet their par-
ticular needs are appropriate.

Many displaced homemakers cannot take ad-
vantage of the educational and training oppor-
tunities open to them because of financial need.
The law authorizes the use of Voc Ed funds for
child care, transportation needs, and other sup-
port services for single parents and homemak-
ers, and allows training stipends in cases of
acute economic need. However, the funds have
rarely been used for these purposes. Under
JTPA, about 15 percent of funds can be used
for supportive services, including such expenses
as day care and transportation, and needs-
based payments necessary for participation. So
far, 10 to 11 percent of Title 11A funds and 6
to 7 percent of the Federal share of Title III
funds have been used for these purposes. Con-
sidering the limited degree of participation in
JTPA programs by displaced homemakers, it
seems unlikely that they received much if any
of this low level of spending for supportive
services and training allowances. Federally
assisted student loans are designed primarily
for young people, and are less accessible to dis-
placed homemakers as well as to adult dis-
placed workers. Lack of income support is a
significant handicap to displaced homemakers
who could benefit from training, including
those who need some remedial education to
qualify for jobs or skills training.

Adequate information on programs serving
displaced homemakers has never been col-
lected. This includes information about ele-
ments of program success and failure, impor-
tant to local project directors in designing
effective services. The Perkins Act does not re-
quire much detailed or specific reporting on
programs serving single parents and home-
makers, nor does the Department of Education,
which administers the act, have any such re-
quirement. State officials are beginning to de-
velop a consistent, national system of data col-
lection including characteristics of clients
served, services provided, outcomes, and fol-
lowup results 1 year later.
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POLICY ISSUES

Adjustment to structural economic change
has been a major issue in the 1980s. In public
debate, attention has focused on a broad range
of policies that affect both the rate of structural
change and the need for adjustments on the
part of American business and workers. The
debate encompasses alternative macroeconom-
ic strategies designed to stimulate economic
growth and employment, trade policies re-
sponding to major changes in U.S. trade bal-
ances and international trading practices, and
proposed industrial policies that affect the con-
duct and performance of different sectors of
the U.S. economy. Actions taken in these pol-
icy areas affect the need for worker adjustment,
but have much broader implications for eco-
nomic performance and industrial structure.
This study focuses specifically on policies to
facilitate worker adjustments or transitions be-
tween jobs and industries as those jobs and in-
dustries change.

In recent years, assistance to workers who
have lost jobs due to structural changes in the
economy has been debated at some length in
Congress. Congressional actions on the issue
include establishing JTPA in 1982, with its na-
tional program to provide training and reem-
ployment assistance to displaced workers un-
der Title III. Also, under the Carl D. Perkins
Vocational Education Act of 1984, Congress ex-
panded vocational education opportunities for
single parents and homemakers (including dis-
placed homemakers) and for adult workers dis-
placed by technological change or in need of
training to remain employed. These recent ini-
tiatives, together with the TAA program, which
has existed since the early 1960s, emphasize
the need for assistance to displaced workers
as a specific component of U.S. training and
employment policy.l6

However, taken together, these initiatives
reach only a minority of displaced workers;
JPTA Title III, the largest program, probably

16 Several other measures authorizing adjustment assistance
to workers who have lost their jobs due to changes in public pol-
icy have also been adopted over the years, These special pro-
grams have not been addressed in this report.

AND OPTIONS

serves less than 5 percent of the eligible popu-
lation. Whether policymakers see additional ef-
forts for displaced workers as needed will de-
pend on how the issue is viewed in a broader
context, which includes current budget defi-
cits and the needs of other groups for employ-
ment and training assistance. Specific actions
and short-term funding levels chosen depend
largely on whether Congress views support for
worker adjustment as an emergency response
to high unemployment during economic down-
turns or a continuing national commitment.
Regardless of the way worker adjustment pol-
icies are viewed, displacement is a continuing
problem, affecting millions of workers every
year, If Congress does wish to strengthen ad-
justment assistance to displaced workers, OTA’s
assessment of the experience to date with such
assistance suggests a number of options that
merit consideration.

These options have been divided into 11 is-
sue areas. Issue areas 1 through 4 deal with im-
provements in delivery of assistance to dis-
placed workers, or workers who have received
notice of layoff. Issue area 5 contains options
for improving services to displaced homemak-
ers. Issue areas 6 and 7 deal with options to
improve research on occupational skills, occu-
pational forecasting, and labor market infor-
mation. Issue areas 8, 9, and 10 include options
to improve adult basic skills, or proactive strat-
egies to improve both the quality of the exist-
ing work force and the ability of individual
workers and homemakers to make career tran-
sitions if they are displaced. Issue area 11 deals
with options to develop, improve, and dissem-
inate new instructional technologies for adult
basic and vocational education.

Issue Area 1: Improving rapid response
to displacement

Experience in existing programs clearly shows
the benefits of making retraining and reem-
ployment services available to workers before
they are laid off. JTPA permits pre-layoff assis-
tance for workers who have received notice of
termination or layoff, but many States offer
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very little pre-layoff assistance. In some cases,
this is because there are no institutions de-
signed to respond rapidly to an announced
plant closing or mass layoff, Only a few States
have designated personnel to respond to plant
closings. Congress might wish, through over-
sight or legislative directives, to encourage
more States to establish early-response insti-
tutions, or it may wish to establish a federally
supported service, possibly like Canada’s IAS,
to deliver pre-layoff assistance,

Even when effective institutions exist to de-
liver pre-layoff assistance, they operate best
when there is advance notice of plant closings
or mass layoffs. Thus, Congress might wish to
provide incentives for advance notification of
plant closings or mass layoffs, or to require
some form of advance notice.

Issue Area 2: Encouraging rapid reemployment

The emphasis of JTPA Title III is on place-
ment in new jobs, and most projects have re-
ported a fair degree of success in placing their
clients, largely through job search assistance,
job development, and finding on-the-job train-
ing positions. Performance in placing workers
in new jobs could be improved with additional
measures to offer more effective relocation
assistance, and to provide temporary wage sup-
plements for displaced workers taking jobs that
pay less than the old job, thus easing the ad-
justment.

Many displaced workers cannot find new
jobs at comparable wages to those on the jobs
they lost. Temporary wage subsidies could be
offered, limited to a fixed transition period dur-
ing which workers could get experience on the
new job and recoup some of their earning pow-
er. One proposal would allow displaced work-
ers to receive up to 80 percent of their remain-
ing UI benefits over the course of a year if they
took a lower wage job before exhausting ben-
efits. This might help some displaced workers
get back to work earlier than they otherwise
would. The wage supplement is a new concept.
One approach would be to try it first on a small
scale in a pilot project.

Some displaced workers—especially those in
communities where job prospects are poor—
might be able to find jobs more comparable to
the ones lost, if they had sufficient information
and resources to relocate. Relocation assistance
is allowed under JTPA, but most States were
making little use of it in their Title III programs
in 1984-85. Greater relocation assistance funds
are available under TAA, which technically ex-
pired in late 1985. Continuation of the TAA
program and legislative directives encouraging
greater emphasis on relocation assistance, in
appropriate circumstances, under JTPA might
be considered.

Another way to facilitate relocation is through
improving intrastate or interstate job banks to
provide jobseekers with lists of current job
openings throughout the State, region, or Nation,
This would require computerization of the job
banks. JTPA authorized a nationwide compu-
terized job bank and job matching system. A
limited interstate job bank has been set up, but
it covers only a small number of jobs, and is
only partially automated. Most State systems—
which are the basis for an interstate bank—
are not fully computerized either.

Good estimates of the costs of computerizing
State job banks and linking them in an inter-
state system are not available, but preliminary
indications are that fully automated systems
within each State might require capital spend-
ing of at least $240 million over a period of 5
years or so, (This does not count the costs of
telecommunication equipment, software, and
staff training time.) Benefits of a more compre-
hensive and fully automated interstate job bank
are uncertain as well. It is not clear that work-
ers would use the information in the job bank
to relocate, since many of the jobs listed by Em-
ployment Service offices are low skill and low
pay, and probably would not attract workers
from other communities. However, improve-
ment of the system might encourage employers
to list more and better jobs.

In light of the uncertainties, a thorough in-
vestigation of the costs and potential benefits
of automating either intrastate job banks or a
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centralized interstate job bank would be pru-
dent before moving ahead. Any such study
should compare a centralized, on-line system
with several ways of linking individual auto-
mated State systems. Even without automated
job banks, greater emphasis on relocation assis-
tance through JTPA could be effective for a
minority—possibly 5 to 10 percent—of dis-
placed workers.

Issue Area 3: Enhancing education and training
opportunities in Title Ill projects

A substantial minority of participants in dis-
placed worker projects—as many as 20 to 30
percent in well-run projects—view training as
the best route to a new job with potential for
advancement. This percentage fluctuates, de-
pending on the availability of job opportunities
in the community. During recessions, more
workers choose training, while during periods
of prosperity, the number of workers seeking
training tends to fall because prospects for re-
employment are better.

Regardless of the condition of the local econ-
omy, few workers can afford to undertake
training without some income support. For
many workers, the principal source of income
support is unemployment insurance, which is
generally limited to 26 weeks. JTPA specifically
directs States to excuse workers in Title III
projects from UI work search requirements
while they participate in training courses.

Reflecting the 26-week constraint of UI in-
come support, some vocational training insti-
tutions have developed compressed courses
that run for 22 weeks. Some courses also have
flexible entry times. However, only the work-
ers who enter training before or shortly after
layoff would be able to complete a 22-week
course while still receiving UI. Many workers
prefer to search for new jobs before undertak-
ing training, and many displaced worker proj-
ects encourage this approach. For these work-
ers, opportunities for skills training are limited
or possibly foreclosed. Moreover, although
short courses may be sufficient for some kinds
of training, workers who could benefit from
longer training courses may have to forgo them
because of lack of income support. Loss of

health insurance is another reason that some
displaced workers choose not to undertake
training, but instead try to get a new job as soon
as possible.

For workers interested in intensive skills
training, additional income support may be
needed. JTPA Title III does not prohibit sti-
pends to workers in extended training or ed-
ucation, but stipends are very seldom provided.
Various ways of providing such income sup-
port might be considered. Recent legislative
proposals include enlarging the access of dis-
placed workers to Federal student aid assis-
tance, providing an additional 26 weeks of Fed-
eral unemployment compensation to workers
in intensive training or remedial education,
and permitting displaced workers to use pen-
alty-free disbursements from Individual Retire-
ment Accounts as income support while train-
ing. These kinds of assistance, which could be
implemented singly or in a package, could be
targeted to workers who have demonstrated a
commitment to extended training or education,
rather than permitting all workers to take
advantage of extended income support.

In addition, some congressional bills have
proposed to fund extended health insurance
benefits for unemployed workers, and others
would provide it for workers affected by clo-
sure of a defense facility or defense-related
business. Congress might consider providing
some form of extended health benefits for dis-
placed workers who are enrolled in vocational
skills training courses as part of an income sup-
port package as described above.

Up to 20 percent of the participants tested
in displaced worker projects have shown de-
ficiencies in basic educational skills; some of
these workers require fairly intensive remedial
education before they can benefit from voca-
tional skills training courses. Many other work-
ers have less severe basic skills deficiencies,
but still may need some help with basic skills.
Remedial education currently is a clear but
unmet need in the Title III program. As shown
by some exemplary projects, displaced worker
projects can deliver remedial education very
effectively, However, most States give little or
no attention to remedial education in their Ti-
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tle III programs, and even those that do fall
short of the need (assuming that roughly 20 per-
cent of displaced workers need the service).

Remedial education might be encouraged if
States were directed to certify remedial edu-
cation programs as approved JTPA training for
UI recipients, and excuse those recipients from
work search requirements while enrolled. Ba-
sic educational achievement could be included
as a performance standard in JTPA Title III
programs, as it is in Title 11A programs. Finally,
Congress might consider earmarking a portion
of JTPA funds for remedial education.

The estimated cost of providing remedial ed-
ucation for approximately 20 percent of JTPA
Title III participants is about $6 million per
year—about 3 percent of Title III appropria-
tions in fiscal year 1985. Since Title III has
probably served less than 5 percent of the eligi-
ble population, however, this $6 million would
not go very far toward solving the basic skills
problem in the work force.

Issue Area 4: Improving information and reporting
on JTPA

Current information and reporting under
JTPA and related programs does not adequately
support congressional needs. The most press-
ing needs are for current information on the
numbers of people affected by permanent lay-
offs and plant closings, on the demand for
JTPA services overall, and on the demand for
different types of services offered in JTPA pro-
grams. Without this information, Congress
lacks adequate guidance in establishing yearly
funding for Title III, or for determining the
effectiveness of the program.

Reporting on the demand for services in dis-
placed worker programs is out of date. Con-
gress was considering the fiscal year 1986
budget, which will determine JTPA funds for
the program year beginning July 1, 1986, in the
summer of 1985. At that time, the most recent
report on the numbers of workers served and
program spending was over a year old. Brief
quarterly or semiannual reports showing cur-
rent levels of spending and demands for ser-
vices might serve better as a guide for con-
gressional appropriations.

Moreover, information on the mix of services
offered in Title 111 programs—including voca-
tional skills training, on-the-job training, reme-
dial education, relocation assistance, and job
search assistance—is incomplete and uncer-
tain. More detailed reports, at least on an an-
nual basis, on the service mix, outcomes by dif-
ferent type of service, and characteristics of
participants receiving various kinds of service
could help Congress determine the benefits of
this federally funded program, and signal needs
for changes in direction.

JTPA directs the Secretary of Labor to col-
lect data on the number of permanent layoffs
and plant closings, the number of workers af-
fected, the geographical location of closings,
and the types of industries. Money for an ini-
tial 8-State pilot study was not appropriated
until 1984. In fiscal year 1985, Congress appro-
priated funds for a nationwide survey, which
is now being done; funds were again appropri-
ated for this purpose in fiscal year 1986. An-
nual updating of this information may require
specific appropriations in the future.

Issue Area 5: Improving services for displaced
homemakers

In 1984, the Carl D. Perkins Vocational Ed-
ucation Act authorized spending of up to $86
million per year on grants specifically desig-
nated for services to single parents and home-
makers, including displaced homemakers. In
mid-1985, about $63 million had been appro-
priated for grants serving this targeted group
in the year beginning July 1, 1985. An undeter-
mined but probably sizable portion of these
grants will be spent for assistance to displaced
homemakers. In the past, Federal spending tar-
geted to displaced homemakers was compara-
tively small, never exceeding about $8 to $10
million per year.

Yet even the increased Voc Ed grants are still
very modest in relation to the eligible popula-
tion. NO estimate has been made of the num-
bers of single parents and homemakers, but dis-
placed homemakers alone probably number 2
to 4 million. If all of these people were to par-
ticipate in the new Voc Ed program—and two-
thirds of the Voc Ed set-aside grants for single
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parents and homemakers went to displaced
homemakers–$11 to $22 per person would be
available. A roughly comparable figure for dis-
placed workers eligible for JTPA Title III assis-
tance in the transition year 1983-84 was $74.
Under the Comprehensive Employment and
Training Act of 1980, the comparable figure for
disadvantaged workers eligible for general em-
ployment and training programs was $250 per
eligible person. These figures are given only
for purposes of comparison; actual uptake of
services by eligible people is never 100 percent,
and participation varies among groups.

Voc Ed programs under the Perkins Act were
just gearing up in 1985. It is too early to iden-
tify all the policy issues that might arise under
the new law, but one that is already under de-
bate is whether and how to amplify the very
sparse data about displaced homemakers. Very
little information has been collected on exist-
ing programs. The Perkins Act authorizes, but
does not require, the Department of Education
to develop data on provision of vocational ed-
ucation opportunities for single parents and
homemakers, including displaced homemak-
ers. This information, as well as data on pro-
vision of other services such as outreach and
counseling, job development, job search assis-
tance, and basic education, would be useful to
States in using existing funds efficiently, and
to Congress in making appropriations for these
purposes in the future.

A potential topic for oversight is whether the
State Sex Equity Coordinators are able to wield
the authority the law gives them to administer
the single parents and homemakers programs,
and whether the set-aside funds are reaching
their intended beneficiaries through programs
designed to meet their special needs. The Per-
kins Act places substantial emphasis on set-
asides, or targeting portions of the grants to
special populations. These set-asides, includ-
ing the 8.5 percent for single parents and home-
makers, were opposed by many in the vocation-
al education establishment. AS implementation
of the act gets underway, Congress may wish
to focus oversight attention on how the set-
aside provisions are being met.

JTPA is a potentially important source of em-
ployment and training services to displaced

homemakers. Although there is some overlap
in services with those that Voc Ed grants can
provide, JTPA emphasizes job placement more
heavily, while the focus of the Voc Ed act is
on training. Congress did not define-displaced
homemakers as a principal target group for
JTPA programs, although they are specifically
mentioned in the law as one of the groups fac-
ing employment barriers and therefore eligi-
ble for some services. Because of income eligi-
bility criteria, it can be difficult to use JTPA
funds in projects designed to serve displaced
homemakers. Congress may wish to provide
legislative guidance on whether projects serv-
ing the special needs of displaced homemakers
can be funded under JTPA, and whether JTPA
services (either under Title 11A or Title 111)
should be more readily available to displaced
homemakers.

For displaced homemakers, the barriers to
training and education are probably greater
than they are for workers displaced from paid
jobs, because few displaced homemakers have
either unemployment insurance or income
from another family member to sustain them
during training. According to directors of dis-
placed homemaker projects, many of these
women need remedial education in order to get
an adequate job, and many could benefit from
vocational skills training to improve their earn-
ing power and possibilities for advancement.
Congress provided for only very limited in-
come support in both the Perkins Act and
JTPA, and training allowances are seldom pro-
vided. Another possible source of income,
guaranteed student loans, are more readily
available to young students than to displaced
adults. Congress may wish to consider whether
to encourage or provide more income support
for displaced homemakers in training. Better
information on services provided to displaced
homemakers, and numbers of women receiv-
ing the services, would provide an improved
basis for consideration of this issue.

Issue Area 6: Improving labor market and
occupational information

Whether displaced workers and homemakers
choose training or an immediate job search,
they can benefit from detailed, up-to-date in-
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formation on the kinds of jobs available in the
local labor market. The same is true of projects
that offer reemployment, education, and train-
ing services to displaced workers and home-
makers, In many States the information pro-
vided to displaced workers projects is neither
current nor detailed enough to give an ade-
quate picture of what occupations are in de-
mand locally. As a result, many projects are
forced to operate with little information or ini-
tiate more extensive job development efforts
than would be necessary if good local informa-
tion existed.

In various surveys, BLS collects a great deal
of information on local unemployment rates,
levels of employment and earnings by indus-
try, and on occupations within industries.
Much of this information is funneled into na-
tional employment estimates and occupational
forecasts. Some, but not all, States collect ad-
ditional data to provide more detail on the oc-
cupational patterns of local industries. In these
States, ES analysts put together various sets of
information, from the local to the national
level, and thus provide a rough picture of grow-
ing, static, and declining occupations within
the State or, in some cases, local areas. With
the sharp drop in Federal funding and staff-
ing levels in the ES system since fiscal year
1982, however, the ability of many States to col-
lect additional information on local employ-
ment has been weakened. If Congress wishes
to place more emphasis on the provision of de-
tailed local labor market information, several
options are available, including: 1) legislative
guidance through JTPA oversight to focus at-
tention on providing better information at the
local level and on more informed use of exist-
ing data, and 2) appropriation of funds for the
specific purpose of developing local labor mar-
ket information.

Issue Area 7: Conducting research on the effects
of technology on jobs

Technological change affects both the num-
ber of job opportunities and the skills and edu-
cation needed to perform jobs. BLS long-range
forecasting specifically attempts to incorporate
the effects of technological change on the num-

bers of occupations in different industries.
Forecasting the effects of technological change
on the numbers of jobs will, inescapably, re-
sult in inaccuracies, simply because the effects
of technologies on jobs are influenced by a va-
riety of factors that are difficult to predict, in-
cluding overall socioeconomic changes and do-
mestic and international competition. These
forecasts would be more useful if additional re-
sources were devoted to sensitivity analyses of
the effects of major changes, including changes
in technologies. Sensitivity analyses might help
jobseekers and people making career choices
to understand how the requirements of given
careers might change in the future, but the
analyses would be unlikely to improve signifi-
cantly the overall accuracy of the forecasts.

How new technologies will affect skills and
education needed in the work force is not com-
pletely determined by the technologies alone.
Management, workers, and society in general
make decisions which influence how technol-
ogies affect jobs. The characteristics of the ma-
chines or technologies, however, do limit avail-
able choices. Therefore, if American businesses
are to create jobs that build on the current and
potential skills of American workers, those
skills must be taken into account when the
technologies are designed. There is a tendency
to design skills and humans out of new, auto-
mated production processes; there do not seem
to be many deliberate efforts to design new
technologies that create new, skilled jobs or en-
hance the skills of existing workers, although
such efforts could pay dividends not only in
providing better jobs, but in using the technol-
ogies themselves more effectively.

Congress might wish to encourage system-
atic evaluation of the employment impacts—
both quantitative and qualitative—of new tech-
nologies by requiring evaluation of employ-
ment impacts in major federally supported
technology development efforts of the Depart-
ment of Defense, the National Science Founda-
tion, and the National Bureau of Standards. In
addition, Congress might wish to direct the Na-
tional Science Foundation or other agencies to
fund one or more centers for engineering re-
search in alternative work organization or job
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design areas, aimed at finding ways to design
skilled jobs in conjunction with new or exist-
ing technologies.

Issue Area 8: Improving basic skills in
the work force

While it is clear from evidence gathered in
displaced worker and homemaker projects that
basic skills deficiencies are widespread, the ex-
act magnitude of the problem is unknown. A
better understanding of the dimensions of the
basic skills problem of young adults (21 to 25
years old) is expected in the spring of 1986,
when a national survey of functional literacy
levels among this age group is scheduled for
completion. This is the first national survey of
adult basic educational skills in more than a
decade. Regular, systematic surveys of basic
skills performance levels among adults (not just
young adults) could help provide guidance to
Congress in funding programs to combat adult
functional illiteracy.

Even without more exact information on the
numbers of adults with basic skills deficiencies,
Congress may wish to consider expanding sup-
port for basic educational programs for adults.
This could be accomplished through Federal
support of adult basic education through in-
creased outreach and provision of services un-
der the Adult Education Act (AEA), together
with development of a long-term strategy to in-
crease participation in AEA programs. Encour-
aging employed adults with poor basic skills
to upgrade those skills while still employed can
help improve the competitiveness of their em-
ployers, as well as help them to make career
changes if they do become displaced. Displaced
workers with good basic skills are more likely
to find new jobs quickly after being displaced,
and there are more job and training options
open to them (see Issue Area 3, above).

Issue Area 9: Encouraging greater use of adult
education to ease worklife transitions

Many unskilled or semiskilled workers are
unaware that adult education can reduce their
vulnerability to displacement, or that training
programs are available within their communi-
ties. While skilled workers, professionals, and

managers are more likely to take advantage of
educational and training facilities in their com-
munities or workplaces, these people, too, may
not know about all the options open to them.
Congress may wish to consider authorizing
outreach programs to inform adult workers of
the postsecondary educational opportunities in
their communities, to encourage their partici-
pation. This kind of program also could be used
to inform people with basic skills deficiencies
about remedial education opportunities that
would prepare them for postsecondary programs.

Another option is a program of educational
financial assistance targeted to workers most
likely to be displaced. Under existing policies,
tax deductions for training generally extend
only to courses related to a worker’s current
job, and part-time adult students who are em-
ployed have difficulty competing for Federal
financial assistance. Workers in industries or
occupations that are considered particularly
vulnerable to displacement might be given pref-
erences in access to Federal financial assis-
tance. Eligibility for the assistance could be
determined by State or Federal labor and em-
ployment agencies.

Issue Area 10: Encouraging training and retraining
of active work forces

The impact of displacement on the work force
can be reduced if workers in displacement-
prone industries or occupations begin to make
transitions to different careers while they are
still employed. Often, factors leading to dis-
placement develop over a long time, sometimes
over several years. While some workers may
make effective use of this time to find a new
job or develop different job skills, most do not.
This is especially true of the workers most vul-
nerable to displacement, that is, unskilled or
semiskilled workers.

One of the most effective ways to deliver edu-
cation and training to workers is at the work-
place, with the support of employers. Estimates
vary greatly, but American business probably
spends tens of billions of dollars a year on
worker education and training—much more
than the Federal Government. However, with
the exception of on-the-job training (which is
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not usually counted as a training expenditure),
most of this assistance is heavily weighted
toward professionals, technicians, managers,
and other highly skilled people. The workers
most vulnerable to displacement—low-skilled,
nonsupervisory or production workers—are
probably the group least served by employer-
provided education and training. In addition,
many small businesses do not have the re-
sources to provide the kind of education and
training many larger businesses offer.

Measures Congress could consider to broaden
employers’ support for employee education
and training include: 1) continuing the exclu-
sion from taxable income of employee bene-
fits under qualified employer-provided contin-
uing education programs, an exclusion which
will not apply to the 1986 tax year unless it is
extended by Congress; 2) developing an im-
proved information base on employer-provided
training and education to better judge its ade-
quacy, and to help identify public policies en-
couraging these services; and 3) adopting new
incentives to encourage employers to extend
training and education opportunities to under-
served groups of workers, possibly by allow-
ing employers to use such expenses as tax cred-
its. An alternative to the third option might be
a small additional payroll tax to finance retrain-
ing of either active or displaced workers from
businesses that do not choose to provide such
services themselves. Employers who do pro-
vide education and training to low-skilled pro-
duction and nonsupervisory workers could be
exempted from such a tax.

Issue Area 11: Encouraging research, development,
and transfer of instructional technology

New instructional technologies, including
computer-aided instruction (CAI) and inter-
active videodisk systems, have great promise
in adult training and education. These systems
can improve access to training and education
since they can be made available at times and
places that are convenient for adults. They also
can reduce the amount of time it takes to learn—
an important advantage given the limited
amount of time most adults have available for
education. Some studies have found that adults

in computer-based training achieved the same
competencies as adults in conventional train-
ing in less than three quarters the time. Al-
though the initial costs of these technologies
are often viewed as a barrier to their adoption,
the costs are decreasing, and operating costs
can be very low when high use levels are
achieved. New educational technologies are es-
pecially promising for teaching basic skills,
where a large clientele and relatively unchang-
ing curriculum offer the potential for very cost-
effective instruction.

New educational technologies, despite their
promise, are not yet widely used in adult ed-
ucation. One reason is that few teachers and
administrators have much experience with these
technologies, and potential users have trouble
judging the quality of the courseware that is
available. Most courseware was not specifical-
ly designed for adults, and information on the
performance of courseware packages is seri-
ously lacking. Potential users need data on how
well different systems work, as a basis for in-
vestment.

If Congress wishes to encourage greater use
of instructional technologies, the Federal role
could be expanded through more effective
measures to transfer federally developed train-
ing technologies to education and training in-
stitutions, and the private sector; greater sup-
port for development of new adult basic and
vocational training materials for instructional
technologies; and establishment of one or more
national centers to focus research on how
adults learn.

Many instructional technologies in current
use were developed or supported by Federal
agencies—mainly the Department of Defense
but to some degree the Department of Educa-
tion and the National Science Foundation. Sys-
tems developed for the specific needs of the De-
partment of Defense can often be adapted to
civilian adult education, but information fre-
quently is not available to potential users.
Moreover, the expense of modifying them may
inhibit adoption. Congress might wish to con-
sider establishing a training technology trans-
fer office to keep a descriptive inventory of
training technologies developed under Federal
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agencies, together with information on the ca-
pabilities of the technologies. Such an office
could also encourage adaptation of the course-
ware for civilian use by allowing commercial
enterprises to lease or buy federally developed
technologies, modify them, and sell them to
end users.

Much of the courseware used in basic skills
education was developed for high school stu-
dents–not the mature population of adults that
have basic skills deficiencies. Support for re-
search and development of new courseware
specifically designed for adults could enhance
the potential contribution of instructional tech-
nology in the adult education system. Such
activities could be funded through the Adult
Education Act. To avoid competition for the
limited funds available for delivery of remedial
education services under AEA, it may well be

that a separately funded mechanism would be
needed.

Congress may also wish to encourage more
research on the nature of the adult learning
process. Currently, little research is conducted
on such questions as how to design curricula
and instructional approaches so that they are
appropriate for adults, how to measure func-
tional literacy levels among adults, and how
to evaluate adult performance in educational
programs. Also, little attention has been given
to the adult learner in evaluations of instruc-
tional courseware. Such issues could be ad-
dressed through a research program focused
on the adult learner. One option would be for
Congress to direct the Department of Educa-
tion to charter one or more national research
centers for adult learning and basic skills.


