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EXECUTIVE SUMMARY

The Problem

Since 1969, real average weekly earnings in
the United States have fallen by more than
12 percent. This burden has been shared
unequally. The incomes of our top 30
percent of earners increased while those of
the other 70 percent spiraled downward.

In many families, it now takes two
people working to make ends meet, where
one was sufficient in the past.

The United States is in the midst of the
second longest economic expansion in its
history. But that expansion is built largely
on the fact that 50 percent of our population
is employed compared with 40 percent in
1973. Forty million new jobs were created
as the ‘baby boom’ generation reached
working age, and more women entered the
workforce. More of us have been working
so we produced more.

However, workforce growth will slow
dramatically in the 1990’s. We can no longer
grow substantially just by adding new
workers.

The key to maintaining, to say nothing
of improving, our standard of living is
productivity growth — more products and
services from every member of the
workforce.

But, during the past two decades, our
productivity growth has slowed to a crawl. It
now takes nearly three years to achieve the
same productivity improvement we used to
achieve in one year.

If productivity continues to falter, we
can expect one of two futures. Either the
top 30 percent of our population will grow
wealthier while the bottom 70 percent
becomes progressively poorer or we all slide
into relative poverty together.

The Task

To ensure a more prosperous future, we
must improve productivity and our
competitive position. We cannot simply do
this by using better machinery, because low
wage countries can now use the same
machines and can still sell their products
more cheaply than we can.

The key to productivity improvement
for a high wage nation lies in the third
industrial revolution now taking place in the
world. The steam engine and electric motor
drove the first two industrial revolutions,
causing profound changes in work organiza-
tion. This boosted productivity, quality and
living standards dramatically. The creation
of the modern factory in the 1800’s and mass
production in the 1900’s followed these
technology breakthroughs.

Executive Summary
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The advent of the computer, high speed
communication and universal education are
heralding a third industrial revolution, a
revolution the key feature of which is high
performance work organization.

The Organization Of Work In
America

The organization of America’s workplaces
today is largely modeled after the system of
mass manufacture pioneered during the early
1900’s. The premise is simple: Break
complex jobs into a myriad of simple rote
tasks, which the worker then repeats with
machine-like efficiency.

The system is managed by a small
group of educated planners and supervisors
who do the thinking for the organization.
They plan strategy, implement changes,
motivate the workers and solve problems.
Extensive administrative procedures allow
managers to keep control of a large number
of workers. This form of work organization
is often referred to as the ‘Taylor’ model.

Most employees under this model need
not be educated. It is far more important
that they be reliable, steady and willing to
follow directions.

But in the world’s best companies,
new high performance work organizations
are replacing this ‘Taylor’ method. These
companies are using a new approach to

Executive Summary

unleash major advances in productivity,
quality, variety and speed of new product
introductions.

Mass production methods will continue
to produce high volume, inexpensive goods
and services for a long time to come. But
what the world is prepared to pay high
prices and high wages for now is quality,
variety and responsiveness to changing
consumer tastes, the very qualities that the
new methods of organizing work make
possible.

“Tayloristic’ methods are not well suited
to these goals. Firms struggling to apply the
traditional methods of work organization to
more complex technologies, more frequent
product introductions, increased quality
requirements and proliferating product
variety often create cumbersome and ineffi-
cient bureaucracies.

The new high performance forms of
work organization operate very differently.
Rather than increasing bureaucracy, they
reduce it by giving front-line workers more
responsibility. Workers are asked to use
judgment and make decisions. Management
layers disappear as front-line workers as-
sume responsibility for many of the tasks —
from quality control to production schedul-
ing — that others used to do.




Work organizations like these require
large investments in training. Workers’ pay
levels often rise to reflect their greater
qualifications and responsibilities. But the
productivity and quality gains more than
offset the costs to the company of higher
wages and skills development.

Despite these advantages, 95 percent of
American companies still cling to old forms
of work organization.

Is There A Skills Shortage In The
United States?

Because most American employers organize
work in a way that does not require high
skills, they report no shortage of people who
have such skills and foresee no such short-
age. With some exceptions, the education
and skill levels of American workers roughly
match the demands of their jobs.

Our research did reveal a wide range
of concerns covered under the blanket term
of ‘skills.” While businesses everywhere
complained about the quality of their appli-
cants, few talked about the kinds of skills
acquired in school. The primary concern of
more than 80 percent of employers was
finding workers with a good work ethic and
appropriate social behavior: ‘reliable,” ‘a
good attitude,’ ‘a pleasant appearance,’ ‘a
good personality.’

Most employers we interviewed do not
expect their skill requirements to change.
Despite the widespread presumption that
advancing technology and the evolving

service economy will create jobs demanding
higher skills, only five percent of employers
were concerned about a skills shortage.
These were mainly large manufacturers,
financial service organizations and communi-
cations companies.

The reason we have no skills shortage
today is that we are using a turn-of-the-
century work organization. If we want to
compete more effectively in the global
economy, we will have to move to a high
productivity work organization.

How We Prepare Our Front-Line
Workers For Work

More than 70 percent of the jobs in America
will not require a college education by the
year 2000. These jobs are the backbone of
our economy, and the productivity of work-
ers in these jobs will make or break our
economic future.

No nation has produced a highly
qualified technical workforce without first
providing its workers with a strong general
education. But our children rank at the
bottom on most international tests — behind
children in Europe and East Asia, even
behind children in some newly industrialized
countries.

More than any other country in the
world, the United States believes that natural
ability, rather than effort, explains achieve-
ment. The tragedy is that we communicate
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to millions of students every year, especially
to low-income and minority students, that
we do not believe that they have what it
takes to learn. They then live up to our
expectations, despite the evidence that they
can meet very high performance standards
under the right conditions.

Unlike virtually all of our leading com-
petitors, we have no national system capable
of setting high academic standards for the
non-college bound or of assessing their
achievement against those standards.

America may have the worst school-to-
work transition system of any advanced
industrial country. Students who know few
adults to help them get their first job are left
to sink or swim.

Only eight percent of our front-line
workers receive any formal training once on
the job, and this is usually limited to orienta-
tion for new hires or short courses on team
building or safety.

The American post-secondary education
and training system was never designed to
meet the needs of our front-line workers.
The system is a combination of education
programs for full-time college students and
short term training for the severely disadvan-
taged, and can be difficult to access. Be-
cause employers have not set training stan-
dards, few students can be sure that there is
a market for the courses they pursue. Edu-
cation is rarely connected to training and
both are rarely connected to an effective job
service function.

Executive Summary
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Another Way

While the foreign nations we studied differ
in economy and culture, they share an
approach to the education and training of
their workers and to high productivity work
organization.

e They insist that virtually all of their stu-
dents reach a high educational standard.
We do not.

e They provide ‘professionalized’ education
to non-college bound students to prepare
them for their trades and to ease their
school-to-work transition. We do not.

e They operate comprehensive labor market
systems which combine training, labor
market information, job search and
income maintenance for the unemployed.
We do not.

e They support company based training
through general revenue or payroll tax
based financing schemes. We do not.

e They have national consensus on the
importance of moving to high productivity
forms of work organization and building
high wage economies. We do not.

Our approaches have served us well in
the past. They will not serve us well in the
future.
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The Choice

Americans are unwittingly making a choice.
It is a choice that most of us would probably
not make were we aware of its conse-
quences. Yet every day, that choice is
becoming more difficult to reverse. It is a
choice which undermines the American
dream of economic opportunity for all. It is
a choice that will lead to an America where
30 percent of our people may do well — at
least for awhile — but the other 70 percent
will see their dreams slip away.

The choice that America faces is a
choice between high skills and low wages.
Gradually, silently, we are choosing low
wages.

We still have time to make the other
choice — one that will iead us to a more
prosperous future. To make this choice, we
must fundamentally change our approach to
work and education.

1. Problem: Two factors stand in the way
of producing a highly educated workforce:
We lack a clear standard of achievement and
few students are motivated to work hard in
school. One reason that students going right
to work after school have little motivation to
study hard is that they see little or no rela-
tionship between how well they do in
school and what kind of job they can get
after school. Other advanced industrial
nations have stringent performance standards
that virtually all students must meet at about
age 16 and that directly affect their employ-
ment prospects.

5

Recommendation: A new educational
performance standard should be set for
all students, to be met by age 16. This
standard should be establisbed nation-
ally and bencbhmarked to the bighest in
the world.

We propose that all American students
meet a national standard of educational
excellence by age 16, or soon thereafter.
Students passing a series of performance
based assessments that incorporate the
standard would be awarded a Certificate of
Initial Mastery.

Possession of the Certificate of Initial
Mastery would qualify the student to choose
among going to work, entering a college
preparatory program or studying for a
Technical and Professional Certificate,
described below.

Creation of the Certificate of Initial
Mastery standard would require a new
approach to student performance assess-
ment. We recommend the creation of new
performance based examinations for which
students can explicitly prepare. The assess-
ment system would provide multiple oppor-
tunities for success rather than a single high
stakes moment of possible failure. Most
important, the examination, though set at a
very high standard, is not intended as a
sorting mechanism on the pattern of virtually
all the major tests now in use. Our goal is to

Executive Summary
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set a tough standard that almost everyone
will reach, although not all at the same time.
Once created, this system would estab-
lish objective standards for students and
educators, motivate students and give em-
ployers an objective means to evaluate the
accomplishments of students.

2. Problem: More than 20 percent of our
students drop out of high school — almost
50 percent in many of our inner cities.

These dropouts go on to make up more than
one third of our front-line workforce. Turn-
ing our backs on those dropouts, as we do
now, is tantamount to turning our backs on
our future workforce.

Recommendation: The states should
take responsibility for assuring that
virtually all students achieve the Certifi-
cate of Initial Mastery. Through the new
local Employment and Training Boards,
states, with federal assistance, should
create and fund alternative learning
environments for those who cannot
attain the Certificate of Initial Mastery
in regular schools.

All students should be guaranteed the
educational attention necessary to attain the
Certificate of Initial Mastery by age 16, or as
soon as possible thereafter. Youth Centers
should be established to enroll school
dropouts and help them reach that standard.

Executive Summary
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Federal, state and local funds should be
raised or reallocated to finance these drop-
out recovery programs. Once the Youth
Centers are created, children should not be
permitted to work before the age of 18
unless they have attained the Certificate of
Initial Mastery or are enrolled in a program
to attain it.

3. Problem: Other industrial nations have
multi-year career-oriented educational
programs that prepare students to operate at
a professional level in the workplace.
Graduates of these programs have the skills
to hit the ground running when they get
their first full-time job at age 19 or 20.
America prepares only a tiny fraction of its
non-college bound students for work. As a
result, most flounder in the labor market,
moving from low paying job to low paying
job until their mid-twenties, never being
seriously trained.

Recommendation: A comprebensive
system of Technical and Professional
Certificates and associate’s degrees
should be created for the majority of
our students and adult workers who do
not pursue a baccalaureate degree.
Technical and Professional Certificates
would be offered across the entire range of
service and manufacturing occupations. A
student could earn the entry-level occupation
specific certificate after completing a two- to
four-year program of combined work and




study, depending upon the field. A se-
quence of advanced certificates, attesting to
mastery of more complex skills, would be
available and could be obtained throughout
one’s career.

The Secretary of Labor should convene
national committees of business, labor,
education and public representatives to
define certification standards for two- to
four-year programs of professional prepara-
tion in a broad range of occupations. These
programs should combine general education
with specific occupational skills and should
include a significant work component.

Students could pursue these programs
at a wide variety of institutions accredited to
offer them, including high schools, commu-
nity colleges and proprietary schools. The
system should be designed to make it pos-
sible for students to move easily between the
Certificate programs and college.

A means should be established to
ensure that all students can receive financing
to pursue these programs.

4. Problem: The vast majority of American
employers are not moving to high perform-
ance work organizations, nor are they
investing to train their non-managerial
employees for these new work organiza-
tions. The movement to high performance
work organizations is more widespread in

other nations, and training of front-line
workers, funded in part by national assess-
ments on employers or general public
revenues, is commonplace.

Recommendation: All employers should
be given incentives and assistance to
invest in the furtber education and
training of their workers and to pursue
bigh productivity forms of work organi-
zation.

We propose a system whereby all
employers will invest at least one percent of
their payroll for the education and training of
their workers. Those who do not wish to
participate would contribute the one percent
to a general training fund, to be used by
states to upgrade worker skills. We further
recommend that public technical assistance
be provided to companies, particularly small
businesses, to assist them in moving to
higher performance work organizations.

5. Problem: The United States is not well
organized to provide the highly skilled
workers needed to support the emerging
high performance work organizations.
Public policy on worker training has been
largely passive, except for the needs of a
small portion of the severely disadvantaged
population. The training system is frag-
mented with respect to policies, administra-
tion and service delivery.
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Recommendation: A system of Employ-
ment and Training Boards sbould be
established by Federal and state govern-
ments, together with local leadership, to
organize and oversee the new school-to-
work transition programs and training
systems we propose.

We envision a new, more comprehen-
sive system where skills development and
upgrading for the majority of our workers
becomes a central aim of public policy.

The key to accomplishing these goals is
finding a way to enable the leaders of our
communities to take responsibility for build-
ing a comprehensive system that meets their
needs. The local Employment and Training
Boards for each major labor market would:

¢ Take responsibility for the school-to-work
and Youth Center-to-work transition for
young people.

e Manage and oversee the Youth Centers.

e Manage and oversee a ‘second chance’
system for adults seeking the Certificate of
Initial Mastery.

e Manage and oversee the system for award-
ing Technical and Professional Certificates
at the local level.

e Manage a labor market information
system.

e Manage and oversee the job service.

e Coordinate existing programs.

Executive Summary

SR Ga s s e o o e s S

The states would need to create a
parallel structure to support the local Boards,
coordinate statewide functions and establish
state standards for their operation.

In Conclusion

America is headed toward an economic cliff.
We will no longer be able to put a higher
proportion of our people to work to
generate economic growth. If basic
changes are not made, real wages will
continue to fall, especially for the majority
who do not graduate from four-year
colleges. The gap between economic ‘haves’
and ‘have nots’ will widen still further and
social tensions will deepen.

Our recommendations provide an
alternative for America. We do not pretend
that this vision will be easily accepted or
quickly implemented. But we also cannot
pretend that the status quo is an option. It is
no longer possible to be a high wage, low
skill nation. We have choices to make:

e Do we continue to define educational
success as ‘time in the seat,” or choose a
new system that focuses on the demon-
strated achievement of high standards?

e Do we continue to provide little incentive
for non-college bound students to study
hard and take tough subjects, or choose a
system that will reward real effort with
better pay and better jobs?




e Do we continue to turn our backs on
America’s school dropouts, or choose to
take responsibility for educating them?

e Do we continue to provide unskilled
workers for unskilled jobs, or train skilled
workers and give companies incentives to
deploy them in high performance work
organizations?

e Do we continue in most companies to

limit training to a select handful of manag-
ers and professionals, or choose to provide

training to front-line workers as well?

e Do we cling to a public employment and

training system fragmented by institutional

barriers, muddled by overlapping bu-

reaucracies and operating at the margins of

the labor market, or do we choose a
unified system that addresses itself to a
majority of workers?

¢ Do we continue to remain indifferent to

the low wage path being chosen by many

companies, or do we provide incentives
for high productivity choices?

Taken together, the Commission’s

recommendations provide the framework for

developing a high quality American educa-
tion and training system, closely linked to
high performance work organizations. The
system we propose provides a uniquely
American solution. Boldly executed, it has
the potential not simply to put us on an

equal footing with our competitors, but to
allow us to leap ahead, to build the world’s
premier workforce. In so doing, we will
create a formidable competitive advantage.

The status quo is not an option. The
choice we have is to become a nation of
high skills or one of low wages.

The choice is ours. It should be clear.
It must be made.

Executive Summary



FPrejace



PREFACE

The three of us who chair this Commission
have grown increasingly uneasy as we have
watched Singapore, Taiwan and Korea grow
from run-down Third World outposts to
world premier exporters; as Germany, with
one quarter of our population, almost
equaled us in exports; as Japan became the
world’s economic juggernaut; and, as America
became the world’s biggest borrower.

As all this happened, we heard the
excuses: The countries we beat in the Sec-
ond World War are simply regaining their
former place in the world. The Europeans
and the Japanese are exploiting their low
wages. Our competitors are class-ridden
countries.

The truth is otherwise: Our former
adversaries are doing far better in relation to
us than they did before the war. A dozen
nations now pay wages above ours. Our
distribution of income is more skewed than
any of our major competitors and our poverty
rate is much higher.

Our education statistics are as disap-
pointing as our trade statistics. Our children
rank at the bottom on most international tests
— behind children in Europe and East Asia.
Again, we heard the excuses: They have elite

13

systems, but we educate everyone. They
compare a small number of their best to our
much larger average.

The facts are otherwise: Many of the
countries with the highest test scores have
more of their students in school than we do.

The apologists say it is unfair to com-
pare their scores to ours because we must
educate a diverse population, while their
student bodies are homogeneous. This is
the most disturbing excuse of all. Do we
really believe that Black, Hispanic and
immigrant children can’t be educated to the
same standard as Whites? Whites are a
declining percentage of our youth. If we
bow to this excuse, we are giving up on
America.

But isn’t this America-bashing? Don't
we have firms in America as competitive as
any in the world? Don’t we have schools as
good as those in any country? Isn't it true
that we are in the midst of one of the longest
economic expansions this country has ever
had?

Sure, but we are not facing the facts
about our future.

What we are facing is an economic cliff
of sorts. And the front-line working people
of America are about to fall off it.

Preface
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From the 1950’s to the 1970's, America’s
productivity grew at a healthy pace. The
nation was getting richer, and workers lived
better on what they earned.

Since then, the rate of increase in
productivity has dropped dramatically. The
distribution of income in the United States
has been worsening. Those with college
degrees are prospering, but the front-line
workers have seen the buying power of their
paychecks shrink year after year.

To be sure, the economy has grown.
But that growth came from the fact that more
of us have been working. During the 1980’s
a higher percentage of Americans were
working than at any time in this century.
The ‘baby boom’ generation came into the
workforce and many women went to work
to maintain family incomes at their former
levels.

In addition, the country has been
borrowing at unprecedented levels to main-
tain national income. We underinvested in
our infrastructure and allowed it to deterio-
rate. As a result, many of us are living as
well as we did, but we are living on bor-
rowed money and borrowed time.

What happens now? In the future, we
cannot grow our economy by putting more
people to work, as we have done for 30
years. Fewer people are entering the
workforce, and fewer still will enter in the
years ahead. We must grow by having every

Preface

American worker produce more. If we
don't, our incomes will go into a free fall with
no end in sight.

That is the economic cliff we face.

To avoid falling off, many policy
changes are needed, but one thing is certain:
we must work more productively and be
more competitive. We cannot do this simply
by using better machinery, because low wage
countries can now use the same machines
and still sell their products more cheaply than
we can.

We can do this only by mobilizing our
most vital asset, the skills of our people —
not just the 30 percent who will graduate
from college, but the front-line workers, the
people who serve as bank tellers, farm
workers, truck drivers, retail clerks, data entry
operators, laborers and factory workers.

We can do this only by reorganizing the
way we work in our stores and factories, in
our warehouses and insurance offices, and in
our government agencies and hospitals. We
can give much more responsibility to our
front-line workers, educate them well and
train them to do more highly skilled jobs.

By doing this, we streamline work.
Many fewer supervisors, fewer quality check-
ers, fewer production schedulers and fewer
maintenance people are needed, so organiza-
tions become more efficient. Because they
are more efficient, they can sell more. Be-
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cause they can sell more, they can expand.
Because they can expand, they can employ
more people. Although each operation
requires fewer people, society as a whole
can increase employment and wages can go
up.

Our most formidable international
competitors are doing just this. For the most
part, we are not.

We still have a robust economy. Some
of our firms are among the best run in the
world. They learned how to organize for
high productivity. If many more do so, and
we make the required investment in skills for
our front-line workers, this country will have
a very bright future. If not, our incomes will
decline at an accelerated pace.

This is our choice: high skills or low
wages.

Bill Brock
Co-Chair

Ira C. Magaziner
Chair

Ray Marshall
Co-Chair
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THEPROBLEM

Over the past two decades, our productivity
growth has slowed to a crawl, our incomes
have stagnated and the wage gap has wid-
ened between our nation’s educational
‘haves’ and ‘have nots.’

From 1960 to 1973, American private,
nonagricultural workers each produced an
average of 2.9 percent more every year than
the year before. Since 1973, it has taken
nearly three years to achieve the same
productivity improvement gained in one pre-
1973 year.

Our economy has grown because we
now have 50 percent of our people working
instead of 40 percent as in 1973. We added
40 million new jobs. More of us have been
working, so we have produced more.

Because our economic growth has not
come from improved productivity, however,
our wages have not improved. In fact, real
average weekly earnings have dropped more
than 12 percent since 1969.

These hardships have not been borne
equally by all Americans:

e The highest earning 30 percent of Ameri-
can families increased their share of
national income from 54 percent in 1967
to 58 percent in 1987, while the bottom 70
percent have been losing ground.
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e Over the past 15 years, the earnings gap
between white collar professionals and
skilled tradespeople has gone from two
percent to 37 percent; the gap between
professionals and clerical workers has
gone from 47 percent to 86 percent.

Over the past decade, earnings of college-
educated males age 24 to 34 increased by
10 percent. Earnings of those with only
high-school diplomas declined by nine
percent. And those in the workforce who
do not hold high-school diplomas saw
their real incomes drop by 12 percent.

Over 60 percent of White families have
incomes over $25,000 per year, compared
with only 49 percent of Hispanic families
and 36 percent of Black families. The
poverty rate for Black families is nearly
three times that for Whites, and the gap
has been widening.

One in five American children — one
third of our future front-line workforce —
is born into poverty.

The Problem
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What The Future Holds

Our population in the 1990’s is likely to
grow at about eight percent, a slower rate
than for any period since the 1950’s. This
compares to a 1970’s growth rate of 20
percent and a 1980’s rate of 11 percent.
Over 40 percent of new workforce entrants
will be minorities and immigrants, groups
which are at disproportionately low income
levels today.

We can no longer depend upon more
people working to give us economic growth.
If productivity continues to falter, and real
wages decline, we can expect one of two
futures. Either the top 30 percent of our
population grows wealthier while the bottom
70 percent becomes progressively poorer or
we may all slide into relative poverty to-
gether.
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To choose a more prosperous future,
we must improve productivity. As we shall
see, this will require major changes in the
way we organize our workplaces, and a

major investment in the skills of our people.

The Economy Is Growing
Because More People Are Working
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IS THERE A SKILLS
SHORTAGE?

A front-page series in The New York Times
last September foretold an impending crisis
in our national workforce. David Kearns,
Chairman of Xerox Corporation, described
“the makings of a national disaster.” Former
Chairman of Procter & Gamble Brad Butler
predicted the creation of “a Third World
within our country.” And James Burke,
Chief Executive Officer of Johnson & John-
son, lamented “the American dream turned
nightmare.”

Strong language is not new to the
debate over the American skills crisis. Since
the release of the Workforce 2000 report in
1987, the attention of our nation’s business
and education communities, and increasingly
of our governments, has focused on the
problem of the mismatch of skills to jobs.

Companies are sounding the alarm.
Telephone sales jobs are going begging in
Boston because MCI cannot find qualified
workers; textile workers are no longer able
to operate their computerized machines; and
aircraft manufacturers in California have
teamed up out of necessity to train employ-
ees. Companies such as New York Tele-
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phone report hiring frustrations of epic
proportions — 57,000 applicants had to be
tested to find 2,100 who were qualified to fill
entry level technical jobs.

The cry from America’s board rooms,
education think tanks and government
officials is two-fold: America’s workers are
ill-equipped to meet employers’ current

needs and ill-prepared for the rapidly ap-

proaching high technology, service-oriented
future.

So why, given the scope of the existing
debate, launch yet another study of
America’s skills crisis? It was our purpose to
go back and examine the skills issue from
the bottom up, to propose solutions by
grappling with the problem’s underlying
causes.

This required visiting hundreds of
American firms in all sectors of the economy
and interviewing thousands of employers,
personnel managers, production supervisors
and workers. The goal of our inquiry was to
understand what American workers are
doing — what their jobs demand, what their
employers expect of them and how these
expectations are likely to change in the
future.

Is There A Skills Shortage?

... why, given the scope of
the existing debate, launch
yet anotber study of
America’s skills crisis? It
was our purpose to go back
and examine the skills issue
from the bottom up, to
[grapple] withb the problem’s
underlying causes.



The primary concern of more
than 80 percent of employers
is finding workers with a
good work ethic and
appropriate social bebavior
— ‘reliable,” ‘a good attitude,’
‘a pleasant appearance,’

‘a good personality.’

We did not anticipate what we found.
The picture we uncovered was of a skills
shortage, but one much more subtle and
complex, and ultimately more discomforting,
than that reflected in the public debate.

Our research revealed a wide range of
concerns covered under the blanket term of
‘skills.” While businesses everywhere com-
plain about the quality of their applicants,
few refer to the kinds of skills acquired in
school. The primary concern of more than
80 percent of employers is finding workers
with a good work ethic and appropriate
social behavior — ‘reliable,” ‘a good attitude,’
‘a pleasant appearance,’ ‘a good personality.’

Although a few managers are worried
about literacy and basic math skills, educa-
tion levels rarely seem a concern. Employ-
ers do not complain about an inability to do
algebra or write essays, though some are
frustrated that a large number of their em-
ployees do not possess the elementary
capability to read a production schedule or
follow an instruction card.

Many employers require a high-school
diploma for all new hires, yet very few
believe that the diploma indicates educa-
tional achievement. More than 90 percent
view the diploma as a sign of the applicant’s
reliability and staying power, proof only that
they did not drop out.

Is There A Skills Shortage?

Less than 30 percent of our sample
firms are concerned about the labor market
predictions of Workforce 2000: Work and
Workers for the 21st Century — that women,
minorities and immigrants will make up the
vast majority of new entrants to the
workforce in the 1990’s and jobs requiring
higher skills will grow faster than low skill
jobs. Few of these firms are worried about
skills. Their focus is on providing day care
for workers’ children or English as a Second
Language classes.

A few of the employers surveyed (15
percent) mentioned occupation-specific
shortages. The most commonly reported
shortages are for workers in the traditional
craft apprentice trades, like skilled construc-
tion or manufacturing, and in such tradition-
ally female occupations as skilled secretaries,
clerks and nurses.

These shortages can be largely attrib-
uted to changes in the relative earning
potential of these workers. Men and women
who ordinarily would have gone into skilled
non-college jobs that require substantial
preparation have chosen to attend college to
take advantage of the higher wages offered
to college graduates.
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Perhaps even more interesting than the
absence of an obvious skills gap was the
lack of any expectation among the majority
of employers that their skill requirements
would be changing. Despite the widespread
presumption that advancing technology and
the evolving service economy would create
jobs demanding higher skills, only five
percent of employers are concerned about
growing educational skill needs. These were
mainly large manufacturers, financial service
organizations and communications firms.

To sum up, in our survey of employers
across America, we found:

e Only five percent of employers feel that
education and skill requirements are
increasing significantly.

e More than 80 percent of employers ex-
press concern about ‘skills’ shortages, but
they generally mean a good work ethic
and social skills.

e Employers who think that education levels
are insufficient usually refer to illiteracy
and a lack of basic math skills.

e Only 15 percent of employers report
difficulty finding workers with the appro-
priate occupational skills. These shortages
are generally in chronically underpaid
‘women’s’ occupations and traditional craft
trades.

Is There A Skills Shortage?

Only five percent of
employers feel that education
and skill requirements are
increasing significantly.

Only 15 percent of employers
report difficulty finding
workers with the appro-
Ppriate occupational skills.
These shortages are
generally in cbronically
underpaid ‘women’s’
occupations and traditional
craft trades.



... in a broad survey of
employment needs across
America, we found little
evidence of a far-reaching
desire for a more educated
workforce.

All told, more than 70 percent
of the jobs in America will not
require a college education
by the year 2000. These jobs
are the backbone of our
economy, and the
productivity of workers in
tbese jobs will make or break
our economic future.

We did find a skills shortage of sorts.
The problem of preparing young people
who are reliable, presentable and who
communicate well on the job should not be
taken lightly. For the people who lack them,
these skills often prove permanent obstacles
to acquiring meaningful employment.

But in a broad survey of employment
needs across America, we found little evi-
dence of a far-reaching desire for a more
educated workforce.

Where Are People Working?

The evident absence of a serious shortage of
people with strong cognitive skills is easier
to understand after an examination of the
places where most Americans work.

Despite the central position that a
college education plays in the American
dream, the United States employs one and a
half times as many janitors, nearly twice as
many secretaries and five times as many
clerks as all the lawyers, accountants, invest-
ment bankers, stock brokers and computer
programmers combined.

Despite the decline of the agricultural
sector in our high-tech society, America still
employs more than two million farm workers
compared with 854,000 doctors and dentists.
There are 1.8 million engineers in America,
but 6.2 million people work as retail sales
clerks and more than 18 million on factory
floors.

Is There A Skills Shortage?

All told, more than 70 percent of the
jobs in America will not require a college
education by the year 2000. These jobs are
the backbone of our economy, and the
productivity of workers in these jobs will
make or break our economic future.

Where People Are Working

Distribution of the Workforce

Source: Bureau of Labor Statistics

What Skills Do Jobs Require?
According to our survey of national skill
requirements, as confirmed by the Bureau of
Labor Statistics, jobs held by the total United
States workforce can be categorized as
follows:



e More than one third require little more
than an eighth grade education.

e More than one third require a basic educa-
tion plus some additional non-college
skills.

Education Required
For Today’s Jobs

Professional
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Professional,)
Technical

Managers

6%

Technical,
Supervisory
& Sales

13%

[J 16 Years
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Than 8 Years

Source: Bureau of Labor Statistics
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» Less than one third require a four-year
college degree.

Category 1: Out of 117 million em-
ployed workers in 1989, 40 million, or 34
percent, were employed in jobs that required
less than a high-school education. These are
the people who work behind counters, clean
offices, make hotel beds, drive buses, take
care of the sick and elderly, grow, prepare
and serve food, wash dishes and work in
factories. Most of these jobs require only
eighth grade level math and communication
skills. A pleasant personality behind the
service counter, physical stamina on the
construction site or a steady hand on the
wheel tend to be the important require-
ments.

Category 2: Forty-two million people
are employed in jobs in America that require
a significant amount of training beyond a
basic education, but not a four-year college
degree. In this group fall the traditional
skilled workers — apprenticed trades, auto
mechanics, secretaries and data workers,
firefighters, electricians, plumbers and
technicians. It was in these jobs that we
found occupation-specific skills shortages
most often mentioned.

Category 3: The last group of 35
million people are in jobs that are likely to
require a four-year college degree. Workers
in this category include managers, financial
analysts, accountants, salespeople, doctors,

Is There A Skills Shortage?

... jobs beld by the total
United States workforce can
be categorized as follows:

* More than one third
require little more than an
eightb grade education.

* More than one third
require a basic education
plus some additional non-
college skills.

* Less than one third require
a four-year college degree.



The introduction of new
technology increases job skill
requirements for some, but
lowers skill requirements for
otbers . .. In our survey we
Jound more examples of de-
skilling.

With some exceptions, the
education and skill levels of
American workers rougbly
match the demands of

their jobs.

lawyers, teachers and engineers. These
people have gained the most income as the
real wages of workers in the other two
categories have declined.

Is America Changing The Way It
Works ?

The distribution of jobs among these three
categories has changed only slightly over the
last 17 years. The proportion of jobs in both
the unskilled and skilled craft categories has
dropped only three to four percentage points
each from their levels in 1972 (from 37
percent to 34 percent in the first category, 40
percent to 36 percent in the second).

The management and professional jobs
of Category 3 have increased from 23 to 30
percent since 1972. Even more significant, a
higher number of people occupying these
jobs are now graduates of four-year colleges
— close to half overall, and more than three
quarters of new entrants.

The major ‘skills gap’ defined by the
Workforce 2000 report is simply a continua-
tion of this trend. An increasing number of
all new jobs created in Category 3 in the
next decade will require a four-year college
degree.

We found no other major change in
skill requirements on the horizon. The
introduction of new technology increases job
skill requirements for some, but lowers skill
requirements for others. A computer can be
used both as a tool to expand the informa-

Is There A Skills Shortage?

tion available to a worker, thereby increasing
responsibilities, or it can be used to remove
responsibility and judgment from a worker
by standardizing procedures and limiting
responses. The latter ‘de-skills’ jobs, while
the former increases skill requirements. In
our survey we found more examples of de-
skilling.

What Is The Challenge We Face?
With some exceptions, the education and
skill levels of American workers roughly
match the demands of their jobs.

The vast majority of our businesses are
not planning any major reorganization of the
way work is done that would affect this
equilibrium.

Although the demand for college
graduates will probably rise over the decade,
this will not dramatically alter the character
of our labor market, nor create a crisis.
Four-year college graduates have been
increasing as a percentage of our workforce
since 1940 — from six percent in that year,
to 11 percent in 1959, to 22 percent in 1987.
A continuation of this trend will bring us to
the 30 percent that is likely to be required by
the year 2000.

We will face a challenge similar to that
faced by many Third World countries, to
instill in our youth the attitude and social
manners required for work in an advanced
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industrial nation. We will also have to fill
selected occupational shortages that emerge.
And, we will have to make provisions for
day care as well as English classes for immi-
grant workers.

Meeting these challenges will not be
easy. But if we meet them, we will no
longer have a skills gap.

However, simply meeting these chal-
lenges will not raise our living standard.

By preparing more Americans for
today’s jobs we will, at best, perpetuate the
nation's current slow rate of productivity
growth and the incomes of most American
workers will slide.

But there is an alternative . . .

By preparing more
Americans for today’s jobs
we will, at best, perpetuate
the nation’s current slow rate
of productivity growth and
the incomes of most American
workers will slide. But there
is an alternative . . .
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AMERICA’S WORKERS:
DISPOSABLE RESOURCE
ORCOMPETITIVE
ADVANTAGE?

The stories in this chapter are true; the names
of people have been changed and one of the
plants is described anonymously.

Joe Smith is a Vietnam vet who works
in an electrical control panel plant in the
Midwest.

For the past 15 years, Joe has been
punching holes into the metal sheets that
form the panel casing. Seven or eight
hundred times a day he pulls the metal
sheets off the conveyor belt, aligns them on
the drill press, activates the drill, watches as
the press comes crashing down, removes the
sheets from the press, wipes away the metal
flashing from around the holes and then
returns the sheets to the conveyor belt.

The monotony is interrupted every so
often when Joe’s machine breaks down or
when a problem crops up down the line and
the service people come to fix it. Some-
times, too, the forklift operators deliver the
wrong materials or the set-up people have to
readjust the machines when the plant is
running a new batch.
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Joe earns about $9 per hour ($13.50
when he gets overtime) plus health insur-
ance and pension benefits. Between his
$25,000 salary and his wife’s $15,000 salary
from her job at the bank, his family gets
along pretty well.

Lately, though, Joe has begun to worry.
The company introduced a new kind of
snap-on panel that looks as if it may replace
the one he makes. Joe has noticed that the
new job is not a career job. Most of the
workers are young — practically kids — and
they earn only $6 per hour. They do not
receive the benefits Joe gets.

Last year, a friend of Joe’s lost his job
when the company moved the wire harness
department to Mexico. His friend finally
found a $6-per-hour job as a shopping mall
security guard. Now his friend’s family is
having trouble paying the mortgage. At 38-
years-old and with only a high-school
diploma, Joe worries that if he loses his job
he will not fare any better.

America’s Workers

Sam Lopresti was assigned to
manage Joe’s plant two years
ago because the plant was
not earning much money.
Sam’s role was to cut costs
and turn the plant around.
He chose to do this by
replacing well paid workers
with lower paid ones through
outsourcing and by product
redesign to use less materials
and labor. So far be bas
saved the company $20
million.



Our wages are five times
bigber than those in Taiwan
and Singapore, six times
bighber than in South Korea
and nine times bigber than in
Mexico. Increasingly, fierce
competition bas forced
American companies to cut
costs aggressively.

Employers are responding to
this pressure in a number of
ways. One way is to move
production to low wage
countries, closing down
American plants and
becoming importers. Anotber
is to replace workers with
machines. A third is to lower
labor costs by cutting wages
and benefits; replacing bigher
paid workers with lower
paid ones.

Sam Lopresti was assigned to manage
Joe’s plant two years ago because the plant
was not earning much money. Sam'’s role
was to cut costs and turn the plant around.
He chose to do this by replacing well paid
workers with lower paid ones through
outsourcing and by product redesign to use
less materials and labor. So far he has saved
the company $20 million.

For example, Sam found that by moving
the wire harness assembly department to
Mexico, he could replace workers he was
paying $12 per hour (including benefits)
with dollar-per-hour labor. Within the plant,
Sam'’s engineers found a way to snap the
panel case together. The proposal was a
double winner. It eliminated the need to
drill holes and bolt the panels together,
saving labor. Moreover, the simple assembly
allowed Sam to hire $6-per-hour temporary
workers to replace the more expensive
career machine operators.

“The panel is too big to move to
Mexico,” Sam explains. “But it really bugs
me to pay $12 an hour for people to use
screwdrivers. My 10-year-old son can do
that.”

Sam now plans to expand the practice
of snapping on panels. “We’ll save almost
$1.5 million on that project alone,” he says.
“We feel the Japanese breathing down our
necks in this industry; we have to cut costs
or we're history.”

Joe will lose his job this year.

America’s Workers

Across our nation today, millions of
workers face situations similar to Joe’s. To
stay competitive, many companies are
increasingly trying to cut the cost of labor.

Why is this happening? There are
many reasons, but one of the most serious is
increased competition. Our wages are five
times higher than those in Taiwan and
Singapore, six times higher than in South
Korea and nine times higher than in Mexico.

Increasingly, fierce competition has
forced American companies to cut costs
aggressively. Deregulation of service indus-
tries like transportation, banking and tele-
communications has intensified domestic
competition and forced cost cuts. Public
employers have been forced by funding cuts
to adopt stringent efficiency measures as
well.

Employers are responding to this
pressure in a number of ways. One way is
to move production to low wage countries,
closing down American plants and becoming
importers. Another is to replace workers
with machines. A third is to lower labor
costs by cutting wages and benefits; replac-
ing higher paid workers with lower paid
ones.

American companies have adopted all
three approaches. Some 700 American
companies employ more than 350,000



people in Singapore, Mexico and Taiwan
alone. Many more companies import prod-
ucts to sell under their own brand labels —
goods ranging from air conditioners to
microwave ovens and VCRs. Service compa-
nies, like retailers and wholesalers that
cannot move offshore, are cutting the ben-
efits of their long-term workers and increas-
ingly resorting to part-time or temporary
labor to keep wages and benefits down.

Public employers are also taking drastic
steps. Some are instituting hiring freezes
and reducing services. Others are using
private contractors who pay lower wages to
perform public services. In order to meet
immediate cash needs, investments in public
infrastructure are being reduced.

The employers instituting these changes
are not necessarily Scrooges; they are re-
sponding to real economic pressures. They
see no other way to survive.

But there is another way.

An Alternative
Six years ago, an IBM circuit board factory in
Austin, Texas was in big trouble. Executives
from IBM’s personal computer plant com-
plained to top management that they could
buy the boards elsewhere and save the
company $60 million. Why should they
continue buying from Austin?

For many companies, $60 million in
savings would have been enough reason to
close the plant. But IBM has a full employ-

ment practice that discourages closing plants
and firing workers, so the company gave
Austin a chance to become competitive.

Unlike Sam Lopresti at the control panel
plant, the Austin managers decided to cut
costs by changing work organization. The
plant had huge indirect costs. For every
direct worker building the circuit boards,
two or three indirect workers were required
to move materials, inspect quality, repair
mistakes, maintain the machines, schedule
and supervise. Despite the efforts of count-
less supervisors, planners and inspectors, too
many boards were shipped with defects and
costly inventory lay all around the plant.

The IBM managers tackled the problem
by upgrading skills. They organized their
line workers into teams, giving each group
responsibility for its own inspection, repair,
maintenance, material ordering and supervi-
sion. They assigned indirect workers to the
teams and gave them direct production tasks.
The ratio of indirect to direct workers was
reduced to less than one-to-one.

The IBM executives also changed job
classifications by reorganizing manufacturing
slots into seven categories (manufacturing
technical associates [MTA’s]) based upon skill
requirements. Workers’ performance on
competency tests determines their classifica-
tion. Under the earlier organization the
career track for a manufacturing worker

America’s Workers



But there is another way . . .
the Austin managers decided
to cut costs by changing work
organization. The plant bad
buge indirect costs. For
every direct worker building
the circuit boards, two or
tbree indirect workers were
required to move materials,
inspect quality, repair
mistakes, maintain the
machines, schedule and
supervise . . .

They assigned indirect workers
to the teams and gave them
direct production tasks.
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ended after about five years. By contrast,
the new MTA system provides opportunities
for advancement through the fifteenth or
twentieth year, with each level requiring a
higher degree of skill or responsibility.

Vera Sharbonez had worked at the
Austin plant ever since she left high school
in 1969. Her job was to feed circuit boards
into the automatic insertion machine which
rapidly fitted each board with more than 50
transistors and capacitors. When the ma-
chine had completed its work, she pulled the
board out, inspected it for mistakes and put
it in the ‘pass’ or ‘reject’ bin. She did this
about 1,200 times a day. Her pay was $10
per hour.

America’s Workers

When rumors started spreading about
trouble at the plant five years ago, Vera
worried that she might lose her job. Good
jobs were scarce in Texas, and she needed
the money she earned at IBM.

Instead, Vera was able to keep her job.
She was assigned to a new team of produc-
tion workers. The team included people
from all areas of the plant. They were told
that, in addition to their old tasks, they
would have to learn a range of new skills.
Vera would not only operate the insertion
machine but also set it up at the beginning
of the day and fix it when it broke down.
She and the others would be responsible for
setting their own schedules and they would
take turns leading the team.
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“When the MTA system was introduced,
I was worried,” Vera recalls. “I wasn’t sure
that I could do the new jobs. I thought that
management was just trying to get more
work out of us for the same pay.”

To prepare Vera and her co-workers,
IBM launched a major education and training
initiative for its workforce, some of whom
lacked a high-school education. The plant
now spends more than five percent of total
payroll (not including lost wages) to teach
workers how to maintain machinery, plan
production, troubleshoot electronic circuitry
and use computers. In some cases, workers
had to be taught basic reading and math
before they could take the other courses.

Today, Vera's group meets to discuss
the day's work plan each morning. They
order their own materials from the store-
room, they speak with internal suppliers
about materials problems and talk with
customers about quality. The team keeps its
own quality records and helps with decisions
about what equipment to purchase. Vera
still spends 25 percent of her time loading
boards, but it is only one of the many jobs
she knows how to do.

“I've been working a lot harder the past
few years than before, but it’s worth it. I
feel like they’re treating me like an adult
now. [ can make decisions. Iam also
learning things that will be useful to me in
all kinds of jobs. If management would give
us the production goals, I think we could
run the whole plant now!”
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Workers at IBM Austin also help make
investment decisions. Frank Jones and his
co-workers in the lamination area, for ex-
ample, decided to build a better ‘clean room’
environment. They studied alternate sys-
tems, worked with potential vendors, con-
ducted a cost/benefit analysis and helped
design and order the equipment.

Improvements have made the Austin
plant competitive with its rivals. The $60
million gap has been closed. Productivity
has improved by more than 200 percent and
quality by five times, and inventory has been
reduced by 40 percent. Despite the im-
proved productivity, no one has been laid
off at the plant (though IBM does have an
early retirement plan). As the plant has
become more competitive, production has
expanded by 600 percent, a new product is
being introduced and the facility is employ-
ing more people than ever before. Manage-
ment plans to extend the new organization
much further, delegating even broader
responsibilities to the line workers.

Which Choice?

The managers at IBM Austin and at the
control panel plant were both trying to cut
costs to be more competitive. But the
choices they made were fundamentally
different. While the panel plant achieved 75
percent of its cost improvements by paying
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To prepare Vera and ber co-
workers, IBM launched a
major education and training
initiative for its workforce,
some of whom lacked a bigh-
school education. The plant
now spends more than five
percent of total payroll (not
including lost wages) to teach
workers bow to maintain
machinery, plan production,
troublesboot electronic
circuitry and use computers.



The managers at IBM Austin
and at the control panel plant
were both trying to cut costs
to be more competitive. But
the choices they made were
SJundamentally different.
While the panel plant achieved
75 percent of its cost
improvements by paying
lower wages, IBM Austin
achieved more than 90
percent of its improvement
through greater productivity
with no net loss in
employment.

lower wages, IBM Austin achieved more
than 90 percent of its improvement through
greater productivity with no net loss in
employment.

Why didn’t Sam Lopresti try a skills
upgrade approach? For him, the choice
seemed too risky. “It would take too much
investment to try to educate the guys we
have here to take more responsibility,” he
said. “Many aren’t even high-school gradu-
ates. I've read about these factories that are
giving power to the workers and expecting
them to act like college grads. That’s aca-
demic stuff. It sounds great in the class-
room, but it would take years even if you
could make it work, which I doubt. I don’t
have years to turn this place around.”

The IBM managers, though dealing with
a similarly educated workforce, did not have
Sam Lopresti’s option; the company’s full
employment practice discourages layoffs. As
IBM’s managers note, good quality is hard to
get with a low wage, high turnover philoso-
phy.

From a management point of view,
both approaches worked. Both turned
around unprofitable plants. In the short run,
either choice was a good one. For the
nation, however, the choice has serious
long-term implications. High productivity
work organizations mean the jobs stay at
home. Job security increases, as do wages.

America’s Workers
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4

THE ORGANIZATION OF
WORKIN AMERICA

The organization of America’s workplaces
today is largely modeled after the manufac-
turing system made famous by Henry Ford in
the early 20th century. Frederick Winslow
Taylor conceived the system to provide an
efficient way to organize mass production
with a large population of low skilled work-
ers. The premise is simple: Break complex
jobs down into a myriad of simple rote tasks,
which the worker then repeats with ma-
chine-like efficiency. The system was
designed on the correct assumption for the
early 1900’s that educated workers would be
hard to find.

The system is managed by a small
group of educated planners and supervisors
who do the thinking for the organization,
plan strategy, implement changes, motivate
workers and solve problems. An extensive,
hierarchical supervisory structure and elabo-
rate administrative procedures allow manag-
ers to keep control of a large number of
workers.

Most employees under the Taylor
model need not be educated. It is far more
important that they be reliable, steady and
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willing to follow directions. The managers
do the thinking, technology furnishes the
productivity advances and the operators
simply supply grease for the wheel.

The America of the 1950’s and 1960’s
prospered with the Taylor model. Immi-
grants arriving at our shores and farmers
migrating to the cities furnished a limitless
supply of low skilled labor. America’s vast
domestic market also encouraged capital
investment for mass production. The United
States embraced the system more firmly than
any other country.

This system helped make our nation
rich and, in earlier decades, made the United
States the largest manufacturer with the
largest middle class of any country in the
world. The system still determines the way
we organize our schools, our offices, our
banks and our hospitals. And it continues to
define the job expectations of workers like
Joe and Vera, as well as the options that
managers like Sam are willing to consider.

The Organization Of Work In America

Most employees under the
Taylor model need not be
educated. 1t is far more
imporiant that they be
reliable, steady and willing
to follow directions. The
managers do tbe thinking,
technology furnisbes the
Pproductivity advances . . .



As a new century approaches,
bowever, this old work
organization is becoming less
appropriate for a bigh wage
nation. High speed
communication and
transportation make it
possible to produce most
products and services
anywbere in the world.
Modern machinery and
production metbods can
therefore be combined with
low wage workers to drive
costs down.

Why Mass Production Is Outdated
As a new century approaches, however, this
old work organization is becoming less
appropriate for a high wage nation. High
speed communication and transportation
make it possible to produce most products
and services anywhere in the world. Mod-
ern machinery and production methods can
therefore be combined with low wage
workers to drive costs down.

High wage nations like the United
States can succeed only by producing higher
quality products, providing customers with
greater product variety, introducing new
products more frequently and creating
automated systems which are more complex
than those that can be operated in low wage
countries.

These requirements increase production
complexity, making it difficult for a small
group of managers at the center to control
their businesses through administrative
procedures.

Under the Taylor system, more planners
are needed to develop procedures for new
product introductions; more schedulers are
needed to schedule greater product variety;
more set-up and maintenance people are
needed to handle the automated systems;
and more checkers are needed to check the
checkers already in place to ensure high
quality.

Surrounding the direct-line worker
doing his or her two minute job in a factory,
for example, is an army of indirect support
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workers setting up and maintaining ma-
chines; inspecting and reworking faulty
products; receiving, storing and delivering
materials to the line; cleaning up; running
the utilities; producing computer runs of
parts, orders, schedules and performance;
hiring and firing employees; designing
products and processes and assuring quality.
In addition, several layers of managers exist
to supervise all of this.

Mass production has become highly
bureaucratic and less efficient than it was. An
increasing number of production steps and
indirect processes means more hand-offs of
information, parts and finished products.
This, plus the growing number of dependen-
cies, lengthens production time and causes a
dramatic increase in mistakes.

In back offices of ‘“Tayloristic’ insurance
companies, for example, forms are passed
from one worker to another in assembly line
fashion. Functionaries take longer to pro-
cess forms, make mistakes that must be
corrected and shuffle customers who have
made telephone inquiries from department
to department. Each specialized worker
knows only a single part of the form and has
no authority to solve a customer problem
that goes beyond a narrowly defined area.

As policy options increase, new forms
of risk are insured and computers are in-
creasingly used to store and process informa-
tion, work becomes more complex and
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change becomes a way of life. The number
of tasks to be performed increases exponen-
tially, and the tasks change often. To control
all of this, administrative guidelines, work
procedures and indirect functions multiply
until bureaucracy overwhelms efficiency and

quality.

An Alternative: High Performance
Work Organizations
Managers, however, do have another choice.
Across the United States and throughout
high wage countries around the world, some
companies have been adopting a completely
new style of work. The guiding principle of
this new work organization is to reduce
bureaucracy by giving authority to direct
workers for a wider variety of tasks.

Workers are asked to use judgment and
make decisions rather than follow, by rote,
cumbersome procedures spelled out in
detail. Management layers disappear as
front-line workers take over many of the
tasks that others used to do — from quality
control to production scheduling. Tasks
formerly performed by dozens of unskilled
individuals are now performed by fewer
highly skilled people.

New forms of work organization apply
in some form to almost every industry. In a
traditional American bank, for example, the
functions of a teller are usually limited to
accepting deposits, cashing checks and
recording loan and bill payments. The
position is highly specialized. Some tellers
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deal with commercial clients, others with
foreign currency transactions, others with
travelers’ cheques and still others with small
account customers.

If a customer has a more complex
transaction, seeks financial advice or is
interested in bank ‘products,’ the teller refers
the customer to a back-up department,
staffed in large part by college-educated
customer service representatives. Some
banks have even instituted different groups
of back-up personnel who are organized by
the complexity of the customer issue. The
entire ‘front office’ system — from automatic
teller machines to tellers, from customer
service and sales representatives to loan
officers — is organized by operations man-
agers to move customers in and out of the
bank as quickly as possible. It is a highly
‘Tayloristic’ work design.

Most American banks have a turnover
rate among tellers that averages more than
40 percent a year, and in some branches can
approach 200 percent. Salaries are low,
starting at about $14,000 annually. Pressure
is high to perform one's duties accurately
and quickly, and advancement is limited.
Training for these jobs consists of four to six
weeks of orientation and practice.

In a number of European banks, such
as Hypo, Dresdner and the Bavarian Bank in
Germany, work is now being reorganized to
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The guiding principle of this
new work organization is to
reduce bureaucracy by giving
authority to direct workers for
a wider variety of tasks . . .
Management layers disappear
as front-line workers take over
many of the tasks that others
used to do.

New forms of work
organization apply in some
Jorm to almost every industry.



In a number of European
banks . .. work is now being
reorganized to assign greater
responsibility to skilled
Sfinancial ‘clerks’. .. They
bandle all the functions of the
average American teller, plus
open new accounts, grant
morigages and loans, process
commercial, foreign and
consumer transactions,
Pprovide investment advice
and sell stocks and bonds —
Junctions performed by
specialized departments in
traditional American banks.

assign greater responsibility to skilled finan-
cial ‘clerks.” The individuals who fill these
positions are actually viewed as ‘front office’
professionals, rather than as tellers. They
handle all the functions of the average
American teller, plus open new accounts,
grant mortgages and loans, process commer-
cial, foreign and consumer transactions,
provide investment advice and sell stocks
and bonds — functions performed by spe-
cialized departments in traditional American
banks.

In some foreign banks, these workers
are assigned their own clients with whom
they build professional relationships. There
is an emphasis on job rotation, working in
small groups with other bank professionals
and demonstrating some degree of compe-
tency in every banking function — both in
the ‘front’ and ‘back’ offices.

The financial clerk position is regarded
as an official profession for which one must
train for three years in a competitive and
rigorous apprenticeship program beginning
at age 16. Learning does not end with the
apprenticeship: a university track or an
industry supported professional banking
academy provides considerable opportunities
for advancement.

The education foundation and the
apprenticeship program that prepare young
people for these professions have been in
existence for decades; now in the face of
increasing global competition in financial
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markets, these foreign banks are redesigning
work to take greater advantage of the capa-
bilities of these well-trained employees. To
be sure, not every foreign bank is making
such changes; but the tools, the potential
and the trend is evident.

Work reorganizations like this require
big investments in training. Workers’ pay
levels often rise to reflect their greater
qualifications and responsibilities. But the
productivity and quality gains more than
offset the costs to the company of higher
wages and skills development.

Despite these advantages, most Ameri-
can companies still cling to old forms of
work organization. For more than 95 per-
cent of the companies in our survey, the
control panel plant’s solution is still the
preferred route.

Why Companies Continue To Make
The Low Wage Choice

Faced as they are with mounting foreign and
domestic competitive pressures, why do
most American companies stick with tradi-
tional forms of work organization? For many
companies, the costs seem too high and the
benefits still uncertain:

e A substantial initial investment is necessary
to shift to a high productivity path. Work-
ers and managers must be retrained.
Unlike capital investment, which is an
employer’s to keep, companies risk losing
their training investment if employees
seek work elsewhere.
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e Returns on investment from reorganization
may take several years to realize. The
perverse short-term financial horizons by
which most American companies operate
present tremendous obstacles to this type
of investment.

e The flow of work and responsibilities must
be redesigned. The transition can disrupt
work processes.

e Public policy often encourages the low
wage path. Our lack of national commit-
ment to full employment makes it easier
for companies to hire temporary or sea-
sonal workers and lay them off with little
consequence. Our foreign tax credit and
deferral and foreign trade zone legislation
provide incentives for low wage produc-
tion offshore. Our equal pay law does not
apply to part-time and temporary employ-
ees, making it cheaper for employers to
replace full-time permanent workers with
contingent workers.

American companies that overcome all
the obstacles and decide to pursue high
productivity work organizations run into one
final obstacle that their foreign counterparts
do not have to face: a front-line workforce
that often needs remedial education.

As one financial services manager said
to our study team, “We can pay to give
remedial education to our current workers,
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but we can'’t afford to regive high-school
educations to all our new hires who are
high-school graduates because they didn’t
learn much the first time.”

Or as another financial services human
resources director said, “I can do my back
office functions anywhere in the world now.
If 1 can’t get enough skilled workers here, T'll
move the skilled jobs out of the country and
just do the customer interface here.”

Why Work Organization Is Pivotal
The changes taking place in work organiza-
tion are key to productivity and quality
improvement, the touchstones of economic
success.

Steam and electricity drove the first two
industrial revolutions, causing profound
changes in work organization which in-
creased productivity, quality and living
standards dramatically. The creation of the
factory in the 1800’s and mass production in
the 1900’s followed these technology break-
throughs.

The advent of the computer, high speed
communications and universal education are
heralding a third industrial revolution. High
performance work organizations are already
unleashing new advances in productivity. A
greater variety of high quality products and
services are possible with shorter lead times
between new product generations and
between the placing of an order and the
receipt of the product.
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High performance work
organizations are already
uhleasbing new advances in
productivity. A greater
variety of bigh quality
products and services are
possible with shorter lead
times between new product
generations and between the
placing of an order and the
receipt of the product.



Work organization changes
drive the demand for bigh
skills. But witbout a skilled
workforce, most companies
will settle into low wage work
organizations.

America implemented the mass produc-
tion revolution faster than other nations,
even though others — the British and Ger-
mans primarily — had pioneered more of
the enabling technologies. The enabling
technologies for today's new revolution have
been pioneered mainly in the United States,
but this does not guarantee that we will reap
the greatest economic benefits. To do so,
we must also lead the world toward new
high performance work organizations.

Work organization changes drive the
demand for high skills. But without a skilled
workforce, most companies will settle into
low wage work organizations.

As we shall now see, we are not now
providing the education and skills to a
majority of our students and workers which
will be required to support a move to new
high performance work organizations.

The Organization Of Work In America
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HOW WE PREPARE OUR
CHILDREN FOR WORK

No nation has produced a highly qualified
technical workforce without first providing
its workers with a strong general education.
America invests little in its front-line work-
force. We do not expect much from them in
school. We give them few job skills and
little training. And we let them sink or swim
when they try to get into the workforce.

Yet, these are the very people we must
count on to lead the way to a competitive
and productive economy.

The educational performance of those
students who become front-line workers in
this country is well below the average
performance of their counterparts in some
newly industrializing low wage countries.
Our front-line workers will not be able to
compete in the economic arena because they
are increasingly unable to compete in the
educational arena. They are fast becoming
unemployable at American wage levels.

In our expectations for young people,
the resources that we devote to them and
the rewards for performance that we give
them, our whole system conspires to pro-
duce minimal educational effort or achieve-
ment among our students who are not
college bound.
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America invests little in its
Jront-line workforce. We do
not expect much from them in
school. We give them few job
skills and little training. And
we let them sink or swim
when they try to get into the
workforce.

Our front-line workers will
not be able to compete in the
economic arena because they
are increasingly unable to
compete in the educational
arena. They are fast
becoming unemployable at
American wage levels.



Our educational system is
almost wholly oriented
toward tbe needs of the
college bound. We provide
very little for the majority of
this nation’s youtb whbo do
not go to four-year colleges.

One in five American children
grows up in Third World
surroundings . .. many of
these children start out with
severe learning
disadvantages from which
they never recover.

Two Tracks From The Starting Line
Beginning in elementary school, students are
sorted and grouped within their classrooms
by ability. In the early grades, these groups
are often given birds’ names, like ‘Bluebirds’
and ‘Robins.’

Louis, a ‘Bluebird’ in a third grade class,
spends the reading hour sounding out words
on a blackboard one by one. His teacher
‘knows’ that his ability is low, so she doesn’t
push him hard.

Jim, a ‘Robin’ in Louis’ class, sits by
himself at a desk on the other side of the
room. He and the rest of the ‘Robins’ are
expected to read a certain number of stories
per week and write mini-reports on their
favorite story.

Seven years later, Louis and Jim no
longer go to the same classes:

In his general math class, Louis is
learning to calculate sales tax on a grocery
bill. For his homework assignment, he is
supposed to add columns of figures together
and then apply percentages to the total.

Down the hall, Jim has been working
on problems in analytical geometry for the
past hour. Next period, he and his lab
partners will work on the design of a simple
software program to control a toy robot they
are building.

Louis represents nearly half of all high-
school students, those who are relegated to
‘general curriculum’ courses to learn ‘life
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survival skills.” It is a path to nowhere for
Louis and the others who go on to become
America’s front-line workers.

Jim, on the other hand, will go on to
college. There, he will be given the skills,
knowledge and credentials he needs to
direct the front-line workers of this nation.

Students who enter the workforce
rather than attend college or post-secondary
vocational-technical training, account for
only about 25 percent of all secondary
school vocational credits. Surprisingly,
students headed for college account for
nearly 48 percent of these vocational credits.
Less than one eighth of general education
students enter a job with any occupation-
specific vocational education preparation.
As a result, the ‘general curriculum’ ends up
providing neither strong academic skills nor
strong vocational skills.

Our educational system is almost
wholly oriented toward the needs of the
college bound. We provide very little for the
majority of this nation’s youth who do not
go to four-year colleges. The story starts
early, in the conditions under which many of
our front-line workers grow up, and the
resources that we provide them while in
school.

Special Problems Of The Poor

One in five American children grows up in
Third World surroundings. Often living in
communities where they are surrounded by
hunger, violence and drug addiction, many
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of these children start out with severe learn-
ing disadvantages from which they never
recover.

Poor children pose a significant chal-
lenge to educators, and their special prob-
lems often require extra attention. Schools by
themselves cannot be expected to bring
these children up to world class standards.
Their job is made even more difficult, if not
impossible, by the financing of the system.

Since almost half of the funding for
public education is drawn from local prop-
erty taxes, the financial system favors those
who are most likely to go to college — the
children of the economically advantaged.
(In Ohio, for example, poor communities
spend as little as $2,500 per pupil while
wealthier areas spend up to $10,000.)

Affluent school districts also benefit
disproportionately from state educational
funding. State aid is generally based on pupil
attendance. Because dropout rates are lower
in wealthier areas, they end up with more
money for their secondary school age stu-
dents than do poor districts. Schools with
the largest percentage of disadvantaged
students offer 40 percent fewer vocational
courses and facilities, one third as many
occupational programs, and one half as
many advanced courses as schools with the
smallest percentage of disadvantaged stu-
dents.

This nation cannot hope to produce a
world class workforce without addressing
these problems.
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Expectations And Standards

As a society, we do not seem to expect
much of the students who are not headed
for college.

In fact, the difference between Louis
and Jim lies mainly in the expectations that
the adults in their lives have for them. From
an early age, the adults in Louis’ life told him
that he had little academic ability. Believing
it, he did not display any. But everyone
expected much of Jim, and he performed.
More than any other country in the world,
the United States believes that natural ability,
rather than effort, explains achievement.

The tragedy is that we communicate to
millions of students every year, especially to
low income and minority students, that we
do not believe they have what it takes to
learn. They then live up to our expectations,
despite evidence that they can meet very
high performance standards under the right
conditions.

Most employers look at the high-school
diploma as evidence of staying power, not of
academic achievement. The vast majority of
them do not even ask to see a transcript.
They realized long ago that it is possible to
graduate from high school in this country
and still be functionally illiterate.

As a result, despite recent attempts to
tighten up graduation requirements in many
states, the non-college bound know that
their performance in high school is likely to
have little or no bearing on the type of
employment they manage to find.
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. .. we communicate to
millions of students every
year, especially to low
income and minority
students, that we do not
believe they bave wbhat it
takes to learn. They then live
up to our expectations. ..
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know that their performance
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bave little or no bearing on
the type of employment they
manage to find.



... typical bigh-school
graduates mill about in the
labor market, moving from
one dead-end job to another
until the age of 23 or 24. Then,
with little more in the way of
skills than they bad at 18,
they move into the regular
labor market, no maich for
the bighly trained German,
Danish, Swedish or Swiss
youth of 19.

The Transition From School To Work
Although the vast majority of our young
people leave high school to go directly to
work, we typically offer them little or no
assistance in this transition.

Few large firms in the United States will
employ students who have just graduated
from high school, preferring to wait until
they have established some sort of track
record elsewhere. Family and friends can
often help middle class youngsters gain their
first chance in the workplace. But poor and
minority students in the inner cities and
impoverished rural areas rarely have such
help. Certain they will be rejected out-of-
hand by middle class employers who will
not like the way they talk, dress and behave,
many give up early, both on school and
work.

The result is that typical high-school
graduates mill about in the labor market,
moving from one dead-end job to another
until the age of 23 or 24. Then, with little
more in the way of skills than they had at
18, they move into the regular labor market,
no match for the highly trained German,
Danish, Swedish or Swiss youth of 19.

Most secondary schools provide little
opportunity for the student to build a bridge
to the workplace and gain, while in school,
the values, habits and skills that European
youth naturally acquire through their training
and mentoring during apprenticeship pro-
grams. (In America, the apprenticeship
system is not designed or perceived as a
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school-to-work transition program — the
average apprentice in the United States is
older than age 29.)

Some vocational educators are moving
to put more academic substance into their
offerings. Some are creating technology
curricula that incorporate demanding math-
ematics and science studies in an approach
that enables students to apply what they are
learning to challenging technological prob-
lems. Some 1,500 students are enrolled in
school-to-apprenticeship programs based on
the European model.

Some high schools are pairing up with
community colleges to offer combined
programs that promise a real future to their
vocational graduates. Some business organi-
zations have worked with school districts to
initiate high-school academies that offer
good connections to technical careers in
business. And some elite vocational schools
have always done a good job of preparing
their students for good careers. But these
programs, promising as they are, hardly
constitute a system.

The fact remains that our secondary
schools are not organized to meet the needs
of employers or work-bound students. Even
the vocational education system does a
better job of placing its students in post-
secondary educational institutions than
placing them in jobs related to their course
of study. The guidance system is set up to
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help students get into college. Employers
who ask for transcripts typically find them
very difficult to obtain, but colleges are able
to receive them easily. There is no curricu-
lum to meet the needs of non-college bound
youth, no real employment service for those
who go right to work, few guidance services
for them, no certification of their accomplish-
ment and, as we have mentioned, no re-
wards in the workplace for hard work in
school.

Dropouts

Currently, more than 20 percent of our
nation’s students drop out before completing
high school (the figure is as high as 50
percent in many inner cities). Not only do
we make little effort to help our potential
dropouts in school, but once they do drop
out, our society makes even less of an effort
to recover them. Some dropouts do come
back at their own initiative and expense to
earn their school equivalency certificates, but
only after many years wasted in unproduc-
tive employment.

Ironically, schools and governments
reap substantial short-term benefits when a
student drops out. For example, the average
annual per pupil expenditure for a student in
school is approximately $4,300. When a
student drops out, the school’s costs drop.

By comparison, overall spending in
employment and training programs for
dropouts is relatively low. While some

programs have per participant costs equal to
or greater than the per pupil expenditures in
schools, only a small fraction of the eligible
population is enrolled in these ‘second
chance’ programs. If the total federal, state
and local funding for ‘second chance’ pro-
grams were applied to all current dropouts,
we would spend the equivalent of only $235
annually per dropout in the nation.

This perverse incentive system essen-
tially allows us to balance our education
budgets on the backs of our school drop-
outs.

Over the long run, however, we pay.
Our welfare and unemployment systems, our
prisons, and, ultimately, the national
economy are continually drained by the cost
of sustaining an uneducated, unproductive
individual in our society.

The Finish Line

We expect very little academic accomplish-
ment from the students who are not in the
academic college bound curriculum; we give
them watered down courses and we provide
them with very few opportunities for partici-
pating in effective applied learning programs
or for acquiring relevant, professional-level
qualifications for occupations.

e We have no national system capable of
setting high academic standards for the
non-college bound or of assessing their
achievement against those standards.
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Our future depends on
baving bigbly skilled, bighly
motivated workers on the
Jront line. That is not what
our education system was
designed to produce.

e We make very little provision for facilitat-
ing the school-to-work transition. It is
especially difficult for students who know
few adults to help them gain their first job
or acquire the habits, attitudes and values
that will enable them to keep that job
once they get it. High-school guidance
offices focus their efforts on the students
going off to college, not on those bound
for work.

e We do almost nothing to recover our
students who drop out of school —
almost one quarter of all our students —
one third of whom will go on to become
our front-line workforce.

e We provide far more financial support for
districts with high proportions of students
who usually attend four-year colleges than
we do for districts serving our future front-
line workforce.

America will not be able to choose a
high productivity, high wage future unless it
charts a sharp change of course. Our future
depends on having highly skilled, highly
motivated workers on the front line. That is
not what our education system was designed
to produce.

How We Prepare Our Children For Work
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THE EDUCATION AND
TRAINING OF AMERICA’S
ADULT WORKERS

Each year, American employers spend an
estimated $30 billion on formal training. At
most, however, only one third of this
amount is spent on our non-college edu-
cated workforce, affecting no more than
eight percent of our front-line workers. The
occasional training which companies do
provide for these workers is generally limited
to orientation training for new hires or ‘team
building’ and motivational training for long-
term employees. The one exception is the
ongoing training provided for skilled crafts-
people.

Only a small fraction of firms make a
significant investment in training workers.
According to the American Society for
Training and Development, $27 billion of
that $30 billion was paid out by 15,000
employers (one half of one percent of all
American employers). And, of this small
universe of firms that actually train, only 100
to 200 — the largest companies with signifi-
cant professional and managerial staff —
spend more than two percent of their payroll
on formal training.
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Two Thirds Of Company Training Dollars

Go To The College Educated
Retail
Sales &
Service
Laborers,
Drivers & Workers

Production
Workers 9%

Professionals

8%
[__—] College Educated Jobs (30%)
[__—] Non-College Educated Jobs (70%)

Distribution of $30 Billion
Formal Training Expenditures

Source: American Society for
Training and Development
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Each year, American
employers spend an
estimated $30 billion on
Jormal training . . .$27 billion
of that $30 billion was paid
out by 15,000 employers (one
balf of one percent of all
American employers).



We thus devote almost all of
our educational resources to
the first 15 to 20 years of life.
We assume that little learning
will be required during the
subsequent 40 to 50 years of
working life, especially for
Jront-line workers.

The $30 billion spent by companies on
training represents less than 10 percent of the
nation’s annual public education budget. We
thus devote almost all of our educational
resources to the first 15 to 20 years of life.
We assume that little learning will be required
during the subsequent 40 to 50 years of
working life, especially for front-line workers.

Apprentices are part of the small minor-
ity of front-line workers who benefit from
extensive, long-term training. These are
skilled workers — construction tradespeople,
operating engineers and tool and die makers.

The apprenticeship system usually
combines paid work with classroom and
workplace instruction. Training is systematic.
Clear industry established standards and
regular performance assessments lead to
nationally recognized certification.

National industry based networks of
unions and employers often help design the
curricula and provide the locally administered
programs with an infrastructure of support.
Federal and state education funds support
buildings and the cost of instructors.

Apprenticeship programs sponsored by
unions and companies provide coherent
training to develop the skills of adult workers.
Though worthwhile programs, they serve less
than 300,000 people at any given time — less
than three tenths of one percent of our
workforce.
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The fact that employers in this country
do not spend much money on training of
front-line workers is not surprising. The
‘Taylor’ model of work organization still
followed by most of our companies does not
require skills from the vast majority of their
workers.

Americans have traditionally relied on
the marketplace to determine how much
educational preparation is necessary for
work. We assume that companies will train
their workers if it makes business sense, and
that individuals will seek training if they feel
it will improve their career prospects. How-
ever, most employers require little in the
way of skills for most workers, so market
demand for training is weak. And, informa-
tion — critical to efficient market functioning
— about the quality of training programs is
largely unavailable. The result is relatively
little training for the average worker.

Foundations For Public Labor Market
Policy

Modern public labor market policy in
America has its origins in the Great Depres-
sion. The Federal and state governments
created the Unemployment Insurance system
(UD to provide temporary economic assist-
ance to laid off workers. To help these
workers, a national network of local offices
was developed through a state administered
employment service system.
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To protect workers, the government
established minimum wage laws, pension
and insurance benefits standards, health and
safety laws and child labor guidelines.
Federal ground rules for labor and manage-
ment relations were also set. The employ-
ment service network was originally used by
the Federal government to link income
maintenance, job search and training to-
gether, but that assignment has eroded over
time.

While skills development has never
been a central focus of American labor
market policy, a whole series of programs
has grown on the periphery. Education,
social and economic development policy
initiatives have come to incorporate training
as part of their missions. What we are left
with is a complex and fragmented network
of adult training efforts.

Education Initiatives
Though they were not designed to do so,
state supported community colleges and
federal Pell Grants and Guaranteed Student
Loans have had a major impact on adult
vocational training. More and more, public
and proprietary educational institutions are
becoming contract training providers to
private employers and to public agencies.
In 1947, the Truman report identified
the need for a community college system.
Originally conceived as ‘stepping stones’ to
four-year colleges, community colleges are
now used primarily by recent high-school
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graduates and adults for vocationally related
training. Today, over 1,200 community
colleges annually serve five million people in
degree programs and another 4.5 million in
non-credit courses, and they consume $12
billion in state funds. More than two thirds
of the classes they provide today are for
adult vocational education.

For adults who seek to upgrade their
skills, the accessibility and flexible schedul-
ing policies of community colleges make
these institutions appealing. These charac-
teristics also encourage sporadic course
taking rather than the pursuit of degrees,
however, and dropout rates are high.

In addition, the lack of standards
sometimes makes it difficult for students to
transfer courses to other institutions or for
employers to recognize the value of qualifi-
cations.

According to the National Assessment
of Vocational Education, only 19 percent of a
group of recent high-school graduates who
entered post-secondary education completed
a bachelor’s (11.2 percent) or an associate’s
(5.9 percent) degree or a certificate (1.9
percent) within four years. The assessment
highlighted the need “to help students
choose a field of study, construct a coherent
sequence of courses in that field, complete
the course or program and find a related
job.”
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While skills development bas
never been a central focus of
American labor market
policy, a whole series of
programs bas grown on the
peripbery. Education, social
and economic development
policy initiatives have come
to incorporate training as
part of their missions. What
we are left with is a complex
and fragmented network of
adult training efforts.



The federal and state training
programs for dislocated and
disadvantaged workers are
well-intentioned, and some of
them do an extraordinary
Jjob. However, because the
programs are designed
exclusively to aid the
disadvantaged and
dislocated populations,
benefits are marginal in the
labor market and
participants are stigmatized.

Pell Grants and Guaranteed Student
Loan programs were introduced to give poor
and working class children the means to
attend college. These programs helped to
create a major industry of private proprietary
schools, while at the same time fueling the
community college system. Over 85 percent
of students attending proprietary schools are
funded by this public money.

For employers, community colleges and
proprietary schools are natural training
providers. With large teaching staffs and
extensive course material, these institutions
can tailor programs to a client’s needs. For
the institutions themselves, the extra money
that comes in the form of tuition and fees
make this an attractive pursuit.

Social Policy
Just as education policy has spawned a vast
network of training institutions for workers,
our social policies have also created a series
of programs to train poor people. Lyndon
Johnson’s War on Poverty created a variety
of targeted programs that eventually focused
almost all of the Federal government’s
attention on short-term training programs for
the economically disadvantaged. Several
name changes have occurred since the
1960’s, but not the type of training. Eventu-
ally, the Job Training Partnership Act (JTPA)
became the umbrella.

Today, the Federal government spends
roughly $5.7 billion annually on 13 major
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employment and training programs, two
thirds of which is allocated to the JTPA.

JTPA has four major components —
training assistance for economically disad-
vantaged youth and adults (Title I1A), the
Summer Youth Employment and Training
Program (Title IIB), the Job Corps and the
dislocated worker programs (Title III). Each
JTPA program has specific eligibility require-
ments, but individuals can qualify for more
than one program.

Other JTPA programs provide employ-
ment and training assistance for dislocated
workers, and for other target groups such as
Indians, Native Alaskans, Hawaiians and
migrant and seasonal workers.

While JTPA is the largest, several other
federal training programs exist. Each targets
a special ‘needs’ population. Among these
populations are senior citizens, refugees and
those on welfare or needing vocational
rehabilitation or food stamp assistance.

A number of states have created social
programs for the economically disadvan-
taged to supplement federal efforts.

The federal and state training programs
for dislocated and disadvantaged workers are
well-intentioned, and some of them do an
extraordinary job. However, because the
programs are designed exclusively to aid the
disadvantaged and dislocated populations,
benefits are marginal in the labor market and
participants are stigmatized.
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Due to limited funds, and their disper-
sion among such a large number of constitu-
encies, these programs reach only a small
portion of poor people in the country and
provide only limited training assistance.

Economic Development Initiatives
Most states have created a variety of pro-
grams to attract industry. They provide low
cost construction financing, subsidized land,
infrastructural subsidies and a variety of
services to entice firms to locate in their
state.

Assistance with finding good job appli-
cants and giving them training to make them
job-ready has now become part of the
service package offered by most states to
companies they are seeking to attract. North
Carolina was the first, in 1957, using state
public education facilities, to provide ‘cus-
tomized training’ tailored to meet the needs
of new companies coming into the state.
Other Southern states adopted the idea as a
way to convince companies in the North that
the Southern labor supply, though not
industrially experienced, could be brought
up to a high standard. These programs
proliferated throughout the country.

In the late 1970’s, firms that were
already established in particular states began
to complain that most new jobs resulted
from expansion of existing firms, not from
the arrival of new companies. They asked
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state governments to spend more time and
money on them, rather than ‘chasing smoke-
stacks’ in other states. This led to an exten-
sion of many state training programs for
growing local companies.

States added retention of firms to the
list of economic development efforts during
the recession of the 1980’s — a time when
few companies were expanding. Companies
in some states became eligible for training
funds to upgrade skills so that they would
remain in a state.

States now spend almost $1 billion a
year to train workers for new jobs and to
upgrade the skills of those already in the
workforce. The training is usually of short
duration, though in some cases it helps
companies significantly upgrade skills of
selected groups of line workers. Some of
these state programs also help fill specific
skill shortages, such as data processing.

The Current Adult Training and
Employment ‘System’

The network of public training activities in
the country has thus been created as a result
of unrelated educational, social and eco-
nomic development goals rather than from
any overall vision of human resource devel-
opment. These various and often unin-
tended origins of our adult training and
employment ‘system’ have created a bewil-
dering array of services, programs and
providers.
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educational, social and
economic development goals
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of services, programs and
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At the local labor market
level . .. Lack of information
on provision, price and
quality continually frustrates
tbe efforts of employers,
agency officials and
customers to navigate the
system.

The result is a crazy quilt of
competing and overlapping
policies and programs, with
no coberent system of
standardization or
information excbhange
services on which various
providers and agencies can
rely.

In Michigan, for example, $800 million
in combined annual state and federal funds
are scattered across 70 separate training and
education funding programs, administered
by nine different departments of state gov-
ernment, and offered by innumerable local
providers. In New York, 19 different units of
state government distribute $725 million in
job training services through more than 85
different programs. At the local labor market
level, where people seek training and em-
ployers seek workers, the picture is blurred.
Lack of information on provision, price and
quality continually frustrates the efforts of
employers, agency officials and customers to
navigate the system.

Employers, government agencies and
post-secondary institutions use skills classifi-
cations to plan and manage their human
resource programs. But trying to define the
skill content of jobs is often an impossible
task. The maze of classification systems
attests to this:

e Seven different classification systems are
used by various federal agencies and three
others by the armed services. The United
States Department of Labor’s Dictionary of
Occupational Titles, one of these systems,
lists some 12,000 classifications.

e More than 500 national and regional
private groups set standards for selected
jobs.
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* The United States Department of Labor’s
apprenticeship program alone utilizes 97
separate industry committees to set stan-
dards for some 384 occupations.

The result is a crazy quilt of competing
and overlapping policies and programs, with
no coherent system of standardization or
information exchange services on which
various providers and agencies can rely.

How has the system become so com-
plex? A recent Michigan task force report
described the evolution of the confusion
over the 30 years of government activity in
employment and training as follows:

“Most new programs . . . are brought
forth with little attention paid to their prede-
cessors. Often the legislation creating
programs imposes specific definitions, rules
and administrative procedures for expendi-
tures; only rarely are these dovetailed with
existing programs. The end result is often
policy incoherence, administrative confusion
and service delivery fragmentation.”

The product of this ad hoc approach to
training policy development is the creation
of a maze of subsystems that are often
incomprehensible to those who seek to use
them at a local labor market level.

Reform Efforts

There have been reform efforts over the past
decade, but the reform agenda is almost as
fragmented as the current adult training
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efforts themselves. Initiatives over the last
decade include:

e Increased private sector involvement
through Private Industry Councils. Busi-
ness leaders, elected officials and commu-
nity and education leaders share responsi-
bility for managing programs for the
disadvantaged. However, because of
limited funding, these programs reach
only a fraction of those eligible.

e Greater emphasis on basic skills for wel-
fare clients. Although well-intentioned,
these federal and state programs aimed at
skills upgrading stress job placement
rather than learning gain. As a result,
participants often receive brief training
and may only be eligible for low skill, low
paying jobs.

e Setting performance standards. Some
states have called for common perform-
ance standards and a central oversight
board to collect client and labor market
information, monitor performance and
influence funding.

* Greater use of outcome measures. To
ensure accountability, some states are
beginning to use outcome measures rather
than procedural requirements. Instead of
job placements or graduation rates, dem-
onstrated competencies are the bench-
mark.
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These ongoing reform efforts have been
hampered by a lack of common skills classi-
fications that makes it nearly impossible to
compare programs. Lack of agreement on
how to define levels of skill mastery makes it
very difficult to establish workable outcome
standards. In addition, most efforts have
been narrowly focused on transitional
training programs for the disadvantaged
rather than on building a single comprehen-
sible system to meet the training needs of
employers as well. The public and private
collaboration necessary to make the market
for training operate effectively for all non-
college people has been largely ignored. In
particular, the Job Service, at the heart of the
information exchange and job-and-training
connection in other nations, has been al-
lowed to atrophy in many American commu-
nities.

Summary: The Current Situation
Post-secondary training and education for
the United States workforce appears to be a
collection of bureaucratic subsystems rather
than an effective system addressing needs of
employees and employers at the community
level.

Most of America’s public training
programs were intended to meet a series of
narrowly defined needs that were often
unrelated to one another. They were never
intended to constitute a coherent, unified
skill development system for America’s front-
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No effective system exists at
tbe local level for matching
employer needs with readily
available skill development
programs.



The lack of standardization
across the system makes it
difficult for workers to
combine courses in a logical
sequence of advancement
toward bigher skilled work.

line workers. No effective system exists at
the local level for matching employer needs
with readily available skill development
programs. The lack of standardization across
the system makes it difficult for workers to
combine courses in a logical sequence of
advancement toward higher skilled work.

Most workers receive no education or
training beyond high school. The vast
majority who do receive training take occa-
sional courses that are not tied to any indus-
try standards because such standards do not
exist in the United States. Others receive
some training because they are economically
disadvantaged or have been dislocated from
jobs. This training is usually of short dura-
tion and touches only a small number of
those who need it.

A New Improved System For The
Future

After the turn of the century, when the
second industrial revolution spawned the
mass production system, American industry
pressured Congress to enact the Smith-
Hughes Act, which created the American
system for vocational education. This system
prepared American students to work with
the new machinery and in the new work
systems being created. It worked well for
many over time, but.it has not been able to
keep pace with the more rapid changes in
the work place of today.
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If this Commission is right, we are
embarking on a third industrial revolution.
This revolution will usher in new high
performance work organizations that have
higher skill requirements than exist today.

Our current adult training policies are
ill-equipped to meet this challenge. A
comprehensive employment and training
policy will be required to do for this revolu-
tion in work organization what the Voca-
tional Education Act aimed to do for the last
revolution.

The change to high performance work
organization, and thus the increase in the
demand for skilled workers, is largely in the
hands of employers who must decide which
route to take.

The increased supply of skilled workers
and an effective market for training will
require new institutions and public-private
sharing of responsibility. As we shall see in
the next chapter, our major competitors
already have such systems in place.
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VOICES FROM ABROAD

In Japan, we value all of our workers.
We pay our assembly worker the same
as our engineer, and we provide bim
with the same amount of training.
America is now more a country of
economic bierarchy than Japan.

Japanese plant manager

America is not the only nation trying to
maintain high living standards while
competing with low wage nations. Ger-
many, Japan, Sweden, Denmark and other
advanced industrial countries with high
wage rates face the same challenge. Here,
however, the similarity stops. While
America has had a negative trade balance
of more than $100 billion annually for the
past six years, Germany and Japan have
enjoyed highly positive balances.
Sweden’s and Denmark’s trade balances
have been about even.

Each of these nations has maintained
higher rates of productivity growth than
the United States, and their living standards
and real wages have been rising steadily.
Pay differentials between the college
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Other Nations Pay High Wages
And Still Maintain
A Positive Trade Balance
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Pproductivity growth than the
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standards and real wages
bave been rising steadily.



These nations, while socially
and culturally distinct, share
a strong commitment to
maintaining a bigh skill, bigh
wage economy for all of their
people.

Implementation varies widely
in each of these countries.
But each maintains coberent,
bighly systematic structures
to stimulate both tbe supply
of and the demand for bigbly
skilled workers.

educated and non-college educated are
narrower, and the distribution of income is
less skewed than in the United States.

Other Nations’ Wages
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How Are These Nations Coping?
These nations, while socially and culturally
distinct, share a strong commitment to
maintaining a high skill, high wage economy
for all of their people. They also agree on
certain fundamental principles concerning
how to achieve this goal:

» Academic expectations are high for all
young people. Both college bound and
non-college bound students attain high
standards of educational achievement.

» Well developed school-to-work transition
programs provide young people with
solid, recognized occupational skills.

e The skills of front-line workers are highly
valued. Companies and governments are
committed to providing lifelong training
and employment opportunities to the
average worker.

e Public labor market agencies provide
valuable training, information and place-
ment services for all workers.

e Government, business and the general
society agree on the need to actively
promote adoption of high performance
work organizations.

Implementation varies widely in each of
these countries. But each maintains coher-
ent, highly systematic structures to stimulate
both the supply of and the demand for
highly skilled workers.
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Basic Education

Every country we visited requires and makes
an effort to ensure that its young people
obtain basic proficiency in educational funda-
mentals (language, mathematics, geography,
history, science and the arts).

Equal access to a quality education is
critical for success. Disadvantaged areas
(such as northern Sweden) and districts with
problem populations get the most funds for
education. National curricula and nationally
or regionally standardized testing systems
help set standards and reduce the variation in
quality among schools. In Sweden, Denmark
and Japan, students of mixed ability are
generally kept in the same classes until they
choose a career path at age 16. Tracking is
uncommon.

The underlying assumption in all of
these countries is that every student can be
educated to be a productive worker in a high
wage, high skill society.

Society makes it hard for students to fail.
In Japan, students who fall behind are re-
quired to spend extra time on weekends,
evenings and during vacations to catch up.
In Sweden, students who drop out are pur-
sued and strongly encouraged to study in
alternative learning environments attached to
local youth centers. In Germany, remedial
education is provided in apprenticeship
programs to ensure mastery of basic learning
skills.
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School-To-Work Transition

Extensive occupational preparation pro-
grams, combining general education with
worksite training, provide foreign employers
with high skilled, work ready youth and
offer young people a smooth transition from
school to working life.

In most of the countries we studied,
schools begin early to prepare young people
for working life. Students in Denmark,
Germany and Sweden begin learning about
occupations in the seventh grade from local
employers and labor market representatives
who visit the schools. Swedish children
make field trips to workplaces and are
required to complete 10 weeks of summer
employment by age 16.

After they finish compulsory school at
age 15 or 16, the majority of young people
in Germany, Sweden and Denmark enter a
two- to four-year professional program to
prepare them for working life. In Germany,
young people enter one of 380 formal
apprenticeship programs and receive training
in a company four days a week. In Sweden
and Denmark, most of the instruction is
provided in school, but students also partici-
pate in workplace training. Most of the

The important structural change for
industry is in the mind. It’s training,
not machinery.

Swedish CEO
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The underlying assumption in
all of these countries is that
every student can be educated
to be a productive worker in a
bigh wage, bigh skill society.

Extensive occupational
preparation programs,
combining general education
with worksite training,
provide foreign employers
with bigh skilled, work ready
youth and offer young people
a smooth transition from
school to working life.
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program to prepare them for
working life.



Representatives from
relevant industry councils
and unions design national
standards for the programs,
certify training providers,
assess performance and
certify completion.

Employers, knowing that
students who graduate from
the system bave the skills
they seek, are glad to bire
them. Students, seeing a
direct relationship between
school and work, are
motivated to learn.

programs are designed, if combined with the
appropriate general education courses, to
allow the student to continue on to college
or a variety of higher technical and commer-
cial programs.

Unlike the United States, Germany bas
no natural resources. Our main capital
is buman capital. Maintaining a bigh
standard of quality in our labor force
guarantees our social welfare. On this
point everyone is agreed.

Minister of Culture, Bavaria

Whether the training is provided mainly
in the workplace or in the school, a common
thread runs throughout the European work-
force training systems:

e Study is provided in a wide range of
occupations across industries, from auto
repair and construction to food service
and banking.

e Education generally combines school and
work based learning and participants
spend a certain portion of their studies
training on the job.

e Companies and unions provide workplace
training and maintain strong connections
with the schools. Some firms in Sweden
and Germany have even set up their own
schools to attract highly qualified prospec-
tive job applicants.
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e Representatives from relevant industry
councils and unions design national
standards for the programs, certify training
providers, assess performance and certify
completion.

e Students are assessed in performance
based and written examinations. Those
who meet the standards set by industry
are recognized as skilled workers in the
trade.

Employers, knowing that students who
graduate from the system have the skills they
seek, are glad to hire them. Students, seeing
a direct relationship between school and
work, are motivated to learn.

Unlike these central European systems,
the Japanese emphasize general education.
Although vocational schools are available to
Japanese students, the majority complete
high school in general education programs.
Many companies hire for life, and Japanese
employers, as a result, tend to place greater
emphasis on a student’s general learning
ability and performance in school. Specific
job related skills are provided by the com-
pany throughout the individual’s working
life.

Substantial orientation training, which
may last for years, replaces the apprentice-
ship systems which exist in Europe. Virtu-
ally all Japanese students are handed over

60



from a school ‘family’ to a work ‘family’ in a
seamless transition requiring little external
assistance.

We bave no natural resources; no mili-
tary power. We bave only one resource:
the inventive capacity of our brains. It
bas no limits. We must make use of it.
We must educate, train, equip. In the
near future, this mental power will
become the most creative common good
of all bumanity.

Head, Japanese Federation of
Economic Organizations
(Keidranren)

The Labor Market System

All four countries maintain comprehensive
public labor market systems to assist adult
workers in finding appropriate training and
employment.

In contrast to the United States, where
public training and job information programs
only serve a limited population, the systems
abroad reach the majority. The foreign labor
market services are carefully integrated,
providing a ‘one stop shop’ for training and
employment needs: employment placement,
training and income maintenance for the
unemployed and the exchange of labor
market information. The systems are ex-
tremely well funded and play a critical role
in their nation’s overall economic strategies.
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The labor market services are generally
integrated under a single agency (or two
related agencies, in the case of Sweden) and
governed by a tripartite board of govern-
ment, company and union representatives.
The labor market service is funded either
through the unemployment insurance system
(Germany and Japan) or a special payroll tax
(Sweden and Denmark).

Unemployment insurance systems in
these countries are often coordinated with
training programs. Typically, unemployment
insurance is paid only as a stipend to those
in training or, as a last resort, after training
has taken place. In some cases, the training
may be provided directly by a government
training center, as in Sweden and Denmark,
or the agency may pay for training offered
by a private provider, as in Germany.

While in full-time training, workers are
provided with the equivalent of the normal
unemployment benefit to support them-
selves. Training is high quality and long
term. For dislocated workers who are
changing occupations, this may mean receiv-
ing training for two years or more.

A crucial responsibility of the public
labor market agencies is to gather and
disseminate information about the status of
the labor market. Germany, Sweden, Den-
mark and Japan all employ elaborate market
information services to guide policy and
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All four countries maintain
comprebensive public labor
market systems to assist
adult workers in finding
appropriate training and
employment.

... the systems abroad reach
the majority. The foreign
labor market services are
carefully integrated,
providing a ‘one stop shop’
Jor training and employment
needs. . .



Leading foreign firms spend
up to six percent of payroll
on training and devote a
significant share of their
effort to their front-line
workers.

direct their more active programs. Typically,
the information service gathers data on
employers’ needs in local labor markets, the
skills which are available, and areas with
surpluses and shortages. This information is
then used by the service to determine what
types of training to provide and to match
unemployed workers to available jobs.

Company Training
Leading foreign firms spend up to six per-
cent of payroll on training and devote a
significant share of their effort to their front-
line workers. Large German companies
provide their workers with a wide range of
free courses, either at company training
centers or at outside institutions. Small
German businesses pool their resources and
operate external training centers through
industry associations or local Chambers of
Commerce. Japanese companies focus on
shop floor training through formalized job
rotation and instruction programs.
Government promotes in-company
training to varying degrees in each of these
countries. In Denmark, where the economy
is dominated by small businesses, the gov-
ernment often provides training to compa-
nies free of charge. Sweden’s national
training centers and ‘renewal funds’ encour-
age companies to train. Companies are
required to contribute a certain percentage
of their payroll to the funds, but may later
withdraw the money to finance training
approved by the government and unions.

Voices From Abroad

I've toured a number of educational
systems in Europe and the United
States. The biggest question is always
bow to convince companies to spend the
money on training. In Germany, tbhis is
not questioned. Everyone does it, and
everyone knows bow important it is for
“Made in Germany.”

German training director

Similar principles guide Singapore’s Skills
Development Fund and the Irish Levy-Grant
system.

Organization Of Work

European and Japanese companies in most
industries are further advanced than Ameri-
can companies in the development of high
productivity forms of work organization.

The leading firms, particularly those in
manufacturing and retail, have now been
experimenting with new processes and work
cultures for a decade or more.

Swedish and Danish firms are perhaps
the most advanced in adopting cooperative
forms of work organization. Today, compa-
nies across many industries are using self-
directed multi-skilled teams, expanding the
skill content of jobs, providing continuing
training and empowering workers to make
day-to-day decisions. Workers are also
consulted on all major investment and work
organization decisions.
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It used to take 700 people putting their
bands on to build a single car. Now it
takes 20.

Volvo executive

German work practices emphasize
individual worker autonomy and the mastery
of high level skills. Workers help plan the
work organization and are consulted on
major work related investments and plans.

Japanese firms stress collective worker
participation in shop floor decisions, though
in a paternalistic fashion. Broad based job
rotation is commonplace, and managers
spend most of their time on the shop floor.
Japan has virtually abolished the hourly
wage versus salary distinction and bases
compensation for almost all employees on

We’ve tried to build a system which
allows the people to control the materi-
als, not vice versa.

Former Volvo executive

seniority. (Shop floor employees with levels
of seniority comparable to the professional
workforce may earn as much as salesmen
and engineers.)

Particular work organization models
vary by country, but the outcome is the
same: greater responsibility and earning
power for the average worker.
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Why Are Foreign Companies
Choosing High Skills?

Foreign managers do not adopt new forms
of work organization because they are more
altruistic or more far-sighted than American
firms. Most foreign companies choose high
productivity models in response to a variety
of external and labor market pressures.

National full employment policies, tight
labor markets, government labor regulations,
strong union movements, high wages and a
highly skilled workforce all provide incen-
tives for foreign employers to choose the
high productivity path.

In Japan, Sweden and Singapore,
official public commitments to full employ-
ment limit the ability of employers to lay off
workers. These policies create a tight labor
market, making it difficult for employers to
attract new employees. Broader job defini-
tions, attractive career paths and better work
conditions can give them an edge in hiring.

In Sweden, Denmark and Germany,
companies are required by law to consult
with unions before they can lay off workers.
Throughout Europe, requirements of timely
notice and severance pay strongly discour-
age layoffs. Employers therefore have strong
incentives to invest in their workers and
provide training and good career tracks.

Voices From Abroad

European and Japanese
companies in most industries
are furtber advanced than
American companies in the
development of bigh
productivity forms of work
organization . . . Particular
work organization models
vary by country, but the
outcome is the same: greater
responsibility and earning
power for the average
worker.



... the bigher education and
skill levels of foreign workers
make it botb necessary and
possible for foreign
companies to adopt new
Jorms of work organization.

But bigher education levels
also mean that workers are
less willing to tolerate
traditional forms of work.

Other Nations Invest More
In Employment And Training Policies

Ireland I34
Denmark 1R 4.8

Belgium . 3.0
T
Netherlands g |26

M Active Costs
L Passive Costs
I T T v 1
0 1% 2% 3% 4% 5% 6%
Public Expenditure on Labor Market

Programs in 1987 as a % of GDP
*Passive includes mainly unemploy-

ment insurance, active includes
mainly training and job counseling

Source: Swedish Labor Board

High wage levels, due in part to union
pressure and national income policies, also
force companies to achieve higher levels of
productivity either through increased training
or new forms of work organization.

Voices From Abroad

Finally, the higher education and skill
levels of foreign workers make it both neces-
sary and possible for foreign companies to
adopt new forms of work organization.
Strong occupational preparation allows
workers to handle more complex work
assignments and greater front-line responsi-
bilities. But higher education levels also
mean that workers are less willing to tolerate
traditional forms of work.

Swedish education reforms in the 1960’s
that drastically raised education requirements
also precipitated high rates of absenteeism in
Swedish factories. Young workers, bored by
traditional factory work, opted to stay at
home. This caused manufacturing employers,
in particular, to reorganize work in order to
increase job content, with the aim of attract-
ing workers.

Them And Us

While these nations differ in economy and
culture, they share an approach to the educa-
tion and training of their workers and to high
productivity work organization that we lack:

e They insist that virtually all of their students
reach a high educational standard. We
do not.

e They provide ‘professionalized’ education
to non-college educated workers to
prepare them for their trades and to ease
their school-to-work transition. We do not.
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This is the reason for the great expan-
sion of furtber education in Germany
right now. Germany is fighting to bold a
quality edge over countries like Korea
and Japan — not so much with the
United States. The problem with the
United States is that there are too many
people in college and not enough quali-
fied workers. The United States bas
outstanding universities, but it is miss-
ing its middle. Too much training takes
place on the job, and therefore is too
unsystematic.

German execiitive

e They operate comprehensive labor market
systems which combine training,
labor market information, job search and
income maintenance for the unemployed.
We do not.

¢ They support company based training
through financing schemes based on
general revenue or payroll tax. We do
not.

e They have national consensus on the
importance of moving to high productivity
forms of work organization and building
high wage economies. We do not.
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America stands out among advanced
nations as having a unique set of approaches
to education, training, school-to-work transi-
tion and overall labor market policy.

Our approaches have served us well in
the past. They will not serve us well in the
future.

Voices From Abroad

America stands out among
advanced nations as baving a
unique set of approaches to
education, training, school-to-
work transition and overall
labor market policy. Our
approaches bave served us
well in the past. They will not
serve us well in the future.



THE CHOICE

Americans are unwittingly making a choice.
It is a choice that most of us would probably
not make were we aware of its conse-
quences. Yet every day, that choice is
becoming more difficult to reverse. It is a
choice which undermines the American
dream of economic opportunity for all. It is
a choice that will lead to an America where
30 percent of our people may do well — at
least for a while — but the other 70 percent
will see their dreams slip away.

The choice that America faces is a
choice between high skills and low wages.
Gradually, silently, we are choosing low
wages.

The choice is being made by companies
that cut wages to remain competitive. It is
being made by public officials who fail to
prepare our children to be productive
workers. Ultimately, we are all making the
choice by silently accepting this course.

We still have time to make the other
choice — one that will lead us to a more
prosperous future — a choice for high skills,
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not low wages. To make this choice, we
must fundamentally change our approach to
work and education:

e Today, we demand too little of those
students not headed for college.

Tomorrow, we must demand high per-
formance from all students, even those not
going on to college.

e Today, we shrug our shoulders as over 20
percent of our students — more than 50
percent in the inner cities — drop out of
schools.

Tomorrow, we must ensure that all young
people get the education they need to
succeed.

e Today, we blame schools for not providing
the type of workers employers want, yet
employers are rarely involved in student’s
education and training.

Tomorrow, we must share responsibility
with the schools for defining standards of
professional competence and take the
lead in helping students cross the bridge
from school to work.

The Choice

The choice that America faces
is a choice between bigh
skills and low wages.
Gradually, silently, we are
choosing low wages.

The choice is being

made by companies that cut
wages to remain competitive.
It is being made by public
officials who fail to prepare
our children to be productive
workers. Ultimately, we are
all making the choice by
silently accepting this course.
We still bave time to make the
other choice . . . a choice for
bigh skills, not low wages.



We will be successful if our
work kindles a debate that
leads to action, bowever
Jormulated, that sets America
Sfirmly on a bigh skill, bigh
wage course.

* Today, we stop educating our non-college
bound youth at 18 — they must sink or
swim with the skills they have acquired by
that age.

Tomorrow, we must create a means for
students not going to college and for
people already in the workforce to ac-
quire and renew the technical and profes-
sional skills they need for high productiv-
ity work.

e Today, we limit our public labor policies
to temporary income maintenance and
minimal training for the poor and unem-
ployed.

Tomorrow, we must expand those policies
to embrace skill development for all
workers.

e Today, we don’t seem to care if companies
choose to compete by cutting wages or by
increasing productivity and quality.

Tomorrow, we must provide incentives for
the high productivity, high quality choice.

Our Commission members share a deep
concern about the future that America is
choosing. If America is to remain prosper-
ous, fundamental changes are needed in the
way work is organized and in the way we
educate and train our people.

The Choice

We hope and expect that others will
examine our proposals carefully. But suc-
cess, in our view, is not necessarily tied to
the adoption of our precise plan. We will be
successful if our work kindles a debate that
leads to action, however formulated, that
sets America firmly on a high skill, high
wage course.
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9

THE FOUNDATION SKILLS

Recommendation #1

A new educational performance stan-
dard should be set for all students, to be
met by age 16. This standard should be
established nationally and benchbmarked
to the bigbest in the world.

All of our students should meet a
national standard of educational excellence
by age 16, or soon thereafter, which will
equal or exceed the highest similar standard
in the world for students of that age. A
student passing a series of performance
based assessments that incorporate the
standard should be awarded a Certificate of
Initial Mastery.

In order to adequately prepare our
young people for working life, we must first
see that they acquire the educational skills
necessary to become effective players in a
highly productive society.

The establishment of a system of
natjonal standards and assessment would
ensure that every student leaves compulsory
school with a demonstrated ability to read,
write, compute and perform at world-class
levels in general school subjects (mathemat-
ics, physical and natural sciences, technol-
ogy, history, geography, politics, economics
and English). Students should also have
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exhibited a capacity to learn, think, work
effectively alone and in groups and solve
problems.

Among other things, the Certificate of
Initial Mastery would certify labor market
readiness, and a mastery of the basic skills
necessary for high productivity employment.
The same Certificate would also be required
for entry into all subsequent forms of educa-
tion, including college preparatory and
certified professional and technical pro-
grams.

The assessment system would establish
objective standards for students and educa-
tors, motivate students and give employers
an objective means to assess the capabilities
of job applicants.

The Certificate of Initial Mastery would
not indicate the completion of a student’s
formal education. Rather, for the vast major-
ity of students, this achievement would serve
as a foundation for more advanced forms of
education or training.

Effort Based Education And
Assessment

The United States is the most over-tested and
under-examined nation in the world. Most
of the tests that American students take —

The Foundation Skills

Schematic Representation
Of The Commission’s Proposals
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All of our students should
meet a national standard of
educational excellence by age
16, or soon thereafter, which
will equal or exceed the
bigbest similar standard in
the world for students of that
age. A student passing a
series of performance based
assessments that incorporate
the standard sbould be
awarded a Certificate of
Initial Mastery.

The assessment system
would establish objective
standards for students and
educators, motivate students
and give employers an
objective means to assess the
capabilities of job
applicants.

standardized achievement tests and college
entrance tests — are deliberately decoupled
from the school curriculum. Teachers are
not supposed to prepare students directly for
these tests, and students are not supposed to
study for them (except in ‘cram courses’ that
few believe have lasting educational value).

As a result of this testing system, Ameri-
can education does not clearly reward
academic effort on the part of either teachers
or students.

An examination based assessment
system would fundamentally change this
situation. At the heart of such a system
would be a series of performance based
examinations for which students can explic-
itly prepare. (The type of assessment system
we have in mind is detailed in Supporting
Information 1.)

A Cumulative Assessment System
The assessment system should allow stu-
dents to collect credentials over a period of
years, perhaps beginning as early as en-
trance into the middle school. This kind of
cumulative assessment has several advan-
tages over a single series of examinations:

e It would help to organize and motivate
students over an extended period of time.
Rather than preparing for a far-off exami-
nation (the form and demands of which a
12-year-old can only dimly imagine),
students could begin early to collect
specific certifications.

The Foundation Skills

e It would provide multiple opportunities for
success rather than a single high-stakes
moment of possible failure. Cumulative
certificates would greatly enhance the
opportunity for the undereducated and
unmotivated to achieve high educational
standards. All could earn credentials at
their own pace, as the criteria for any
specific credential would not vary, regard-
less of the student’s age.

e It would allow students who are not
performing well in the mainstream educa-
tion system to earn their credentials under
other institutional auspices.

An Independent Examining
Organization

To set the assessment standards and certifica-
tion procedures, we recommend the estab-
lishment of an independent national examin-
ing organization that broadly represents
educators, employers and the citizenry at
large.

The organization should be authorized
to convene working commissions in a variety
of knowledge and skill areas to help train
judges, set and assess standards and conduct
examinations. The organization should be
independent of schools and school systems
and protected from political pressures.
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10

UNIVERSAL MASTERY OF
THE FOUNDATION SKILLS

Recommendation #2

The states should take responsibility for
assuring that virtually all students
achieve a Certificate of Initial Mastery.
Through the new local Employment and
Training Boards, the states, with Federal
assistance, should create and fund
alternative learning environments for
those who cannot attain the Certificate
of Initial Mastery in regular schools.

It is not enough to establish a high
performance standard. It is essential that
everyone meets it. Above all, we must avoid
creating a system of educational ‘haves’ and
‘have nots’ in which some students attain the
Certificate of Initial Mastery while others are
permanently relegated to the backwaters of
our society. The purpose of the Certificate is
to improve the lifetime education and em-
ployment opportunities of all students, not to
exacerbate the problems that already exist.

Not all students will meet the standard
at the age of 16. Some will achieve it earlier.
They should have the option of advancing
immediately to further education or training.
Others may remain in school until age 18
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before they earn their Certificate of Initial
Mastery. But some will drop out of school
along the way. What should happen to
them?

Local Youth Centers: The Dropout
Recovery System

We recommend that the states, through the
new local Employment and Training Boards
(described in a later chapter), establish local
Youth Centers. These Centers would be
legally responsible to the Boards for all
young people between the ages of 14 and 21
who have left school before acquiring their
Certificates of Initial Mastery. Ideally, there
should be a Youth Center in every commu-
nity or neighborhood.

The first priority of the Youth Center
would be to ensure that every young person
attains the Certificate. The Center should
provide a supportive, family-like environ-
ment. Young people would have year-round
access to basic education in alternative
settings, employment and career counseling,
work experience and job placement. The
Center would provide these services by
maintaining strong liaisons with employers
and connections with the full range of
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We recommend that the states,
through the new local
Employment and Training
Boards . . . establisb local
Youtbh Centers . . . The first
Dpriority of the Youth Center
would be to ensure that every
young person attains the
Certificate.

... work experience and job
placement. The Center would
provide these services by
maintaining strong liaisons
with employers. ..

The Center should employ
alternate learning tecbniques
that are responsive to
different learning styles.

Many of the best existing
programs empbasize learning
by doing — oftenon a job . ..

community health and social service agen-
cies. A strong mentoring network would be
fostered to provide positive role models for
the Center’s participants.

A Center might extend its services in a
number of ways. At one end of the spec-
trum, the Center could provide all or most of
the core services itself. Or, it could contract
with a range of providers, including public,
private, for-profit and not-for-profit organiza-
tions (including schools) to supply many of
its services. Some programs already in
existence can point the way (see Supporting
Information ID).

The Center should employ alternate
learning techniques that are responsive to
different learning styles. Many of the best
existing programs emphasize learning by
doing — often on a job — as well as use of
computer based instruction. These tech-
niques and many others could be adapted to
suit individual circumstances.

Building The Connection Between
Work And Education For Young
People Who Do Not Have Their
Certificates

Today, the motivation to achieve in high
school is often overshadowed by the money
a job can provide. Students who drop out of
school, or who merely maintain a physical
presence long enough to obtain a diploma

Universal Mastery Of The Foundation Skills

(doing as little work as possible), often get
jobs to have spending money. They see no
economic benefit to more schoolwork. They
are often right.

The most effective way to get young
people to achieve their educational qualifica-
tions is to establish clear signals that their
education will have genuine value and to
create positive consequences for effort and
success. Vague homilies on the importance
of learning will not work. The lack of any
clear, direct connection between education
and employment opportunities for most
young people is one of the most devastating
aspects of the existing system.

That kind of connection will only occur
for many students in the Youth Centers if
local employers organize to provide job
opportunities for them. Business compacts
and individual companies across the nation
already give preference in hiring to young
people who stay in school.

We strongly urge extension of such
initiatives to establish employment and
training options for Youth Center enrollees.

Guaranteeing the right to a good
education to every young American and
providing positive links between educational
achievement and jobs are essential to the
creation of an educated nation. However,
we recognize that some young people will
still not exercise their right. Thus, success
must also depend on placing an obligation
on young people to learn.
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Once Youth Centers are established, we
propose that the child labor laws be
amended to make the granting of work
permits to young people up to age 18
contingent on either their possession of a
Certificate of Initial Mastery, or their enroll-
ment in a program leading to the Certificate.

At first glance, this may seem
draconian. But, in the long run, this require-
ment will benefit our youth and ultimately
the nation. If our future workers do not
possess the education and skills signified by
the Certificate of Initial Mastery, they will be
condemned to dead-end jobs that leave them
in poverty even if they are working. The $4
per hour they can earn at age 16 might seem
appealing compared to no earnings, but if
that is all they are equipped to earn at age
30, the appeal will be gone.

In high unemployment areas, where the
prospect of earning money while going to
the Youth Center program is slight, we
suggest that the states and Federal govern-
ment, through the Youth Center, provide
paid work-study arrangements. (Safeguards
can be created to prevent displacement of
the existing adult workforce and to protect
labor standards.) In certain cases where
such work would create particular hardships,
stipends for needy students should be
considered.
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Preschool Preparation And School
Restructuring

No nation can expect to meet a world
education standard when one out of five of
its children lives in poverty. That problem
will not be eliminated overnight. In the
meantime, it is essential to address the worst
effects of poverty among children. Much
can be accomplished through the extension
of effective child development programs to
more children in need, a problem on which
the administration and the Congress have
made a start. It will also be critically impor-
tant to improve the health of young, low-
income children, especially the growing
number born addicted to drugs. We have
not studied these problems in detail, but we
recognize that our aspirations require their
solution.

To say that we cannot reach a world
education standard without addressing the
problem of poverty is not, however, to say
that the schools cannot be held accountable
for poor student performance. The record
shows that some inner city and rural schools
serving very poor children produce high
levels of student achievement.

If standards are raised and nothing is
done to improve our schools, the Youth
Centers might become catchment areas for a
swiftly growing number of students. This is
not our intention. The success of our pro-
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The lack of any clear, direct
connection between education
and employment opportunities
Jor most young people is one
of the most devastating
aspects of the existing system.
That kind of connection will
only occur for many students
in the Youtb Centers if local
employers organize to provide
Jjob opportunities for them.

Once Youth Centers are
establisbed, we propose that
the cbhild labor laws be
amended to make the granting
of work permits to young
people up to age 18 contingent
on either their possession of a
Certificate of Initial Mastery,
or their enrollment in a
program leading to the
Certificate.



Not until there are real
rewards for school staffs
whose students succeed and
real consequences for those
whose students do not can we
safely assume that everything
possible is being done to belp
all children succeed in school

posals will depend on the schools doing a
much better job of educating all students.
High standards alone will not ensure that
outcome.

The schools — like our businesses —
also need to be restructured for high per-
formance by pushing decisions down to the
school staff and then holding the staff ac-
countable for student performance. As
matters now stand, teachers often lack the
discretion they need to be able to bring
everyone up to a high standard. But they
also lack the incentive to make the effort.
Not until there are real rewards for school
staffs whose students succeed and real
consequences for those whose students do
not can we safely assume that everything
possible is being done to help all children
succeed in school.

Incentives For Schools To Retain
Potential Dropouts

Many school districts are making substantial
efforts to improve the education of low
income students but have little success
simply because they lack the necessary
funds. A number of the countries we visited
address this problem by making sure that
those school districts serving the poorest
children and those in sparsely populated
areas are funded at the highest levels. Their
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objective is not to provide ‘foundation’ aid
that can be supplemented by those commu-
nities in the best position to do so, as in the
United States, but rather to be sure that
everyone has what it takes to get up to the
same high performance standard.

If the United States followed these
countries’ examples, it is very likely that
enrollment in the Youth Centers would fall
as the districts became better able to meet
the needs of students in trouble.

Funding The Youth Centers

The Youth Centers we have proposed must
have the funds they need to succeed.
School districts would be required to notify
the nearest Youth Center about any student
who drops out. The school district would
transfer to the Youth Center the average per-
pupil expenditure (including all state and
Federal funds) that the school would have
received for that student. Payment would
continue until the student receives the
Certificate of Initial Mastery or reaches age
21, whichever comes first.

This structure creates a powerful incen-
tive for schools and governments to develop
programs to retain and educate their students
properly the first time.

Dropouts are expensive for America. A
high percentage of student dropouts abuse
drugs, commit crimes, are unemployed or
must rely on welfare. Many become teenage
parents. More than 60 percent of the people
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in our prisons are high-school dropouts. On
average, it costs more than $16,000 per year
to keep prisoners housed compared with
less than $4,300 for a year of high school.

In 1989 approximately 800,000 16-year-
olds dropped out of high school. To sup-
port them in the schools would have cost
about $3.4 billion per year.

To educate those dropouts in Youth
Centers would probably be more expensive
because many have special needs. If we
added a premium of 20 percent for every
dropout attending a Youth Center program,
and if it took two extra years in a Youth
Center to attain the Certificate of Initial
Mastery, the Youth Center system would cost
about $8.2 billion per year.

This is a small price to pay to assure
that every dropout in the nation acquires the
skills and competencies necessary to lead a
productive work life. If we hope to remain
a competitive and productive economy, we
cannot afford to lose 20 to 25 percent of our
future workers; we must begin taking re-
sponsibility for them.

Who is going to pay? We have pro-
posed that the school districts do so, but it is
unreasonable to expect beleaguered inner
cities and rural communities to pay the
additional costs of dropout recovery without
help from outside the community. That help
should be forthcoming from both state and
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Federal governments. Some may come from
reallocating funds that now go to wealthier
districts, but the most likely source will be
new revenues. Either way, the sum, though
substantial, is small in relation to the certain
gain.

Universal Mastery Of The Foundation Skills

If we bope to remain a
competitive and productive
economy, we cannot afford to
lose 20 to 25 percent of our
Juture workers; we must
begin taking responsibility for
them.
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TECHNICAL AND
PROFESSIONAL
EDUCATION

Recommendation #3

A comprebensive system of Technical
and Professional Certificates and
associate’s degrees sbould be created
Jor the majority of our students and
adult workers who do not pursue a
baccalaureate degree.

OQur goal is to establish a structure that
will give our front-line workers the system-
atic skills, professional qualifications and
respect that their counterparts enjoy in other
countries.

The system we propose would also
provide a clear structure for young people to
make a smooth transition from school to
work. It would offer them clear routes to a
variety of career qualifications, opportunity
for work based learning and an alternative
path to college.

Technical and Professional Certificates
would be offered across the entire range of
service and manufacturing occupations. A
student could earn the first occupation-
specific certificate after completing two to
four years of combined work and study,
depending upon the field. A sequence of

advanced certificates, attesting to mastery of

more complex skills, would be available and

could be obtained throughout one's career.
This proposal contains four elements:

1. Performance based assessment standards
should be established for jobs covering the
broad range of occupations in the United
States that do not require a baccalaureate
degree. Achievement of standards would
result in awards of Technical and Profes-
sional Certificates and associate’s degrees
for various mastery levels. The standards,
at least equal to those set by other ad-
vanced industrialized countries, should be
set by national committees convened by
the Secretary of Labor.

2. High schools, community colleges, proprie-
tary schools and other educational and
training institutions should be encouraged
to offer courses leading to the Technical
and Professional Certificates and associate’s
degrees. Programs and their providers
should be accredited by state boards of
higher and vocational education.

Technical And Professional Education

Schematic Representation
Of The Commission’s Proposals
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A National Board for
Professional and Tecbnical
Standards sbould be
establisbed . .. [to]...
develop a national system of
industry based standards and
certifications of mastery
across a broad range of
occupations.

Industry and trade based
committees appointed by the
Board would develop
standards for each industry
and trade.

3. Employers should provide part-time work
and training as part of the curriculum in
each certification course and reward those
who attain the certificates with higher
quality jobs and better pay.

4. The states and the Federal government
should furnish four years of financing to
all Americans to allow them to pursue
education beyond the Certificate of Initial
Mastery at some point in their adult lives.

A system of industry based skill certifi-
cations has a number of attractive features.
It would facilitate communication between
schools and industry about employer and
union expectations and goals. By setting cri-
teria for hiring, it would help employers find
qualified applicants. For employees, it
would establish clear knowledge and skill
based standards for career progression, help
prevent hiring discrimination and improve
the transferability of skills. Finally, for
government, a system of skill based certifica-
tion would offer an independent means of
assessing the competence of training deliverers.

The Certification System

A National Board for Professional and
Technical Standards should be established by
the Secretary of Labor with the cooperation
of the Secretaries of Commerce and Educa-
tion. This Board, composed of distinguished
representatives of employers, unions, educa-
tion and advocacy groups would develop a

Technical And Professional Education

national system of industry based standards
and certifications of mastery across a broad
range of occupations.

Industry and trade based committees
appointed by the Board would develop
standards for each industry and trade. Each
Committee would build upon existing
certification procedures, and develop a
single coherent and internationally competi-
tive set of assessments to guide career
progression within each industry or trade.

The Program

The occupational certification programs
would be open both to students (as soon as
they receive their Certificates of Initial
Mastery) and adult workers. The assessment
standard for a program would be the same
for both adults and students, although the
delivery mechanism and curricular details
might vary.

Each occupational program should
combine school and work based learning
and balance general education and industry
specific requirements. Clear qualifications
and career progressions should be estab-
lished within each occupation.

With appropriate labor standards and
other safeguards, the work component of
these programs could provide industry with
the temporary and part-time workers they
seek, allowing them to give their full-time
workers greater stability. For students, these
jobs would provide valuable work experi-
ence and some income.
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The system should offer mobility, both
horizontally among occupations and verti-
cally into options for further training or
study. Above all, it must be designed to
avoid dead ends. Young people who
succeed in one of these programs should
receive a high-school diploma or an
associate’s degree, and should qualify to
enter college or a variety of advanced techni-
cal or professional programs.

A sample four-year curriculum to
prepare manufacturing professionals could
include English, math, history, statistics,
computer programming, communications,
physics, chemistry and operations analysis.

It could also include industry specific sub-
jects such as introductory courses in me-
chanical, electrical, chemical and electronic
machinery; instrumentation and testing
procedures; cost accounting; industrial
design; and inventory, process and statistical
quality control.

A young person who receives a Certifi-
cate of Initial Mastery might pursue the
program in high school, a local community
college or in a ‘two-plus-two’ program.

Similarly, individuals seeking a career in
retail could also pursue a three-year program
combining general courses with occupation-
specific learning. General courses might
include introductory computer programming,
English and foreign languages, accounting,
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public speaking, psychology and business.
Occupation-specific courses could include
retailing, inventory control, customer rela-
tions, ordering systems, merchandising and
marketing. The program might also include
options for specialization in certain products.
A program in clothing retailing, for example,
might include courses on how different types
of clothing are manufactured, fabric charac-
teristics and care, fashion design and so on.

Funding Technical And Professional
Education

The Commission believes strongly that our
society should provide the resources to
allow all students to pursue these Technical
and Professional Certificates. No student
should be discouraged from doing so for
financial reasons.

The vast majority of students entering
these technical and professional certification
programs would do so around their junior
year in high school at age 16.

A substantial amount — more than $35
billion — is already being spent on the
education and training of our 16- to 19-year-
old population.

All states guarantee free education to
students in their junior and senior years of
high school. These funds could be used for
the first two years of college preparation
courses or professional and technical educa-
tion beyond the Certificate of Initial Mastery
for all students.

Technical And Professional Education

The system should offer
mobility, botbh borizontally
among occupations and
vertically into options for
Surtber training or study.
Above all, it must be designed
to avoid dead ends.



The specific method of
Junding chosen is not as
important as the establish-
ment of a means to provide
universal access to serious
professional and technical
training for our non-college
educated workforce.

In addition, some states also heavily
subsidize attendance at community colleges
and universities for the 40 to 50 percent of
their citizens taking post-high-school
courses. These funds could be used to
finance the Technical and Professional
Certificate programs we propose.

But the current financing systems for
post-secondary students who are not study-
ing full time for a baccalaureate degree are
inadequate and uneven. The Commission
believes these students deserve the same
kind of support that four-year college stu-
dents receive. A mechanism should be
created that provides four years of funding
beyond the Certificate of Initial Mastery for
everyone. That mechanism could make use
of the funds already available, but it should
provide a means to meet the needs of every
candidate for Technical and Professional
Certificates.

The needed funds could result from a
modification and extension of existing
programs or from new sources.

At one extreme, a ‘Gl Bill’ system could
be funded from general revenues to guaran-
tee everyone four free years of education
beyond the Certificate of Initial Mastery.
Studies indicate that the ‘GI Bill’ paid for
itself many times over in increased income
for America.

Technical And Professional Education

At the other extreme, a self-financing
scheme could be created whereby the
government would loan all students the
funds for post-secondary professional,
technical or college education and then
recoup the loan through a small surcharge
on an individual’s income taxes over many
years.

We call upon the National Center on
Education and the Economy to convene a
panel of experts to make recommendations
for funding the system we propose.

The specific method of funding chosen
is not as important as the establishment of a
means to provide universal access to serious
professional and technical training for our
non-college educated workforce.
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LIFELONG LEARNING AND
HIGH PERFORMANCE
WORK ORGANIZATIONS

Recommendation #4

All employers should be given incentives
and assistance to invest in the furtber
education and training of their workers
and to pursue bigh productivity forms
of work organization.

America’s productivity in the 1990’s will
climb only if the strategies of American
employers are redrafted to include serious
investments in work reorganization and
worker training. While many employers talk
about human resource issues, too few
consider them to be fundamental to their
organization’s success.

To make full use of the productive
potential of our workforce and to encourage
the use of high productivity models of work
organization, we recommend that employers
be provided with financial incentives to train
their workers and with the technical assis-
tance necessary to move toward higher
productivity work organizations.

Other countries are driven to pursue
high productivity work because public laws
make it difficult to pay low wages and lay
off workers. National full-employment

policies, stringent severance and layoff
notification laws, high minimum wage laws
and statutes requiring union approval of
management actions all motivate foreign
companies to invest in their workforces.
Since this is a Commission on workforce
skills, we have not addressed these broader
policies directly.

However, other nations are also driven
to high performance work organizations by
laws that require companies to invest directly
in the training of their workers (see Support-
ing Information IV). In many advanced
industrial nations, laws require companies to
spend between one percent and three and a
half percent of their payrolls on formal
training programs (beyond normal on-the-job
training).

Because this is required, companies are
encouraged to think about how to make the
best use of these funds to develop skills.

In this country, only a handful of our
companies invest in training. Those who do
not, fear that such investments will be
wasted, because trained employees will be
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America’s productivity in the
1990’s will climb only if the
strategies of American
employers are redrafted to
include serious investments in
work reorganization and
worker training.

. .. we recommend that
employers be provided with
JSinancial incentives to train
their workers and with the
technical assistance
necessary to move toward
bigber productivity work
organizations.



Initially, employers would be
required to spend
approximately one percent of
payroll on education and
training . . .

Employers failing to meet this
target would be required to
contribute approximately one
percent of payroll to a
national Skills Development
Fund.

All companies, organizations
and institutions, regardless of
size or type of business,
including local and state
governments and schools,
would be required to
Pparticipate.

hired away. Others simply do not see the
value of significant training investment,
because of the way they use their workers.

Compulsion is never a popular ap-
proach to public policy. Playing copy-cat
with the policies of other countries is not
what made this country great. However, the
small minority of our companies that do
invest in training, either out of competitive
necessity or simply because it makes good
business sense, are not being treated fairly.
They are carrying the national training
imperative on their backs.

The overriding issue is not the eco-
nomic survival of a few employers; it is the
economic security of an entire workforce.
The nation will not compete effectively
unless all employers participate in a set of
financial incentives to train their workers.

An Incentive For Training And Work
Reorganization

American employers on average spend
slightly more than one percent on formal
training. However, the distribution of
spending is highly skewed. A small percent-
age of firms spend more than two percent,
while the vast majority are well below one
percent.

We recommend that the Federal gov-
ernment require all employers to spend a
minimum amount of funds annually to send
their employees through certified education

and training programs. In unionized work-
places, companies and unions should jointly
negotiate and administer the training pro-
grams.

Initially, employers would be required
to spend approximately one percent of
payroll on education and training (with the
amount increasing progressively over the
decade). Employers in many foreign coun-
tries are already required to invest a mini-
mum of one percent in employee training.
Companies should fund training for front-
line workers in proportion to their total
representation in the firm’s workforce.

Employers failing to meet this target
would be required to contribute approxi-
mately one percent of payroll to a national
Skills Development Fund. The exact amount
for each organization would be calculated as
a specific payment per worker, in order to
ensure sufficient resources to train lower
paid workers.

The Skills Development Fund would be
used to train temporary, part-time, dislocated
and disadvantaged workers whose training
employers would probably not underwrite.

All companies, organizations and
institutions, regardless of size or type of
business, including local and state govern-
ments and schools, would be required to
participate. The Commission feels strongly
that this expenditure should come from
employer, not employee, contributions. The
contribution would thus give employers an
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incentive to reorganize work to take advan-
tage of the higher skill levels for which they
are paying.

Until the various certificate programs
we propose are implemented, employers
should be allowed to use their training
allotment for tuition and instructional costs
for any type of organized instruction (not
including direct efforts on the job). The
program should be approved by the union if
there is one.

After the occupational certification
programs are established, however, we
recommend that only accredited courses that
form part of a formal certification program or
a college degree program be counted toward
the employer’s minimum training obligation.

Tying acceptable expenditures to
certificate programs makes the expenditure
easy to monitor, ensures that funds are not
being spent on frivolous activities and helps
employees obtain skills that have broad
application.

Developing employees’ skills, however,
does not necessarily lead to smooth or
successful reorganization of work. For this
reason, the Commission recommends that up
to 15 percent of the funds be used for
expenses associated with efforts to redesign
work. Acceptable activities might include
research and development on competency
based training or on high productivity work
reorganization.
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Each year, employers would be asked
to certify that they had met these training
and education requirements, perhaps as part
of the unemployment insurance tax form. No
new bureaucracy would be needed and the
reporting requirement would be minimal.
California and Rhode Island, among other
states, are already collecting funds for train-
ing through the unemployment insurance
program.

This proposal may appear burdensome
to small companies that do not compete
internationally or perceive no need for
training. But the most equitable initiative is
one that treats all companies and institutions
uniformly. If employers cannot or will not
make the necessary investments to train their
workers today, the government will be
forced to train them tomorrow. A skilled,
productive workforce benefits our nation’s
economic well-being. It is everyone’s re-
sponsibility.

For that reason, the Commission feels
that the proposed method for financing
further training is fair and reasonable, how-
ever, other proposals might also be used.

For example, companies below a
certain size might be exempted from this
obligation and training for their employees
could be provided through the Skills Devel-
opment Fund. Another possibility is to use
public funds to finance continuing education
and training. A third alternative would be to

... only accredited courses
that form part of a formal
certification program or a
college degree program
[sbould] be counted toward the
employer’s minimum training
obligation.

... up to 15 percent of the
Sunds . .. [could]. .. be used for
expenses associated with
efforts to redesign work.



Reorganizing toward bigher
productivity forms of work
may seem risky and even
companies that are
committed to this path often
lack the information or
technical expertise necessary
to accomplisb the task. This
is especially true for the
nation’s small businesses.

We tberefore make two
proposals. First, that a
national information and
technical service be
establisbed to provide
support to companies in the
reorganization of work.
Second, that national quality
awards be expanded to
recognize more best-practice
companies.

create an individual training account fi-
nanced by companies and by the govern-
ment.

Each method has advantages and
disadvantages. Here again, the details of the
finance plan are less important to this Com-
mission than the necessity of developing
some means of investing in our front-line
workers. Virtually every advanced industrial
nation uses one or another of these methods
to create a substantial fund to support the
continuing education and training of work-
ers. We are one of the few with no method
— and no fund — at all.

Incentives To Create High
Performance Work Organizations
Reorganizing toward higher productivity
forms of work may seem risky and even
companies that are committed to this path
often lack the information or technical
expertise necessary to accomplish the task.
This is especially true for the nation’s small
businesses.

We therefore make two proposals.
First, that a national information and techni-
cal service be established to provide support
to companies in the reorganization of work.
Second, that national quality awards be
expanded to recognize more best-practice
companies.

Technical Assistance For Employers
The United States Department of Commerce
should establish a National Clearinghouse for
the Reorganization of Work and Workforce
Skills Development. The Clearinghouse
would be responsible for coordinating all
Federal assistance to employers and should
work closely with the Departments of Labor,
Defense, and Education to:

e Disseminate information on successful
forms of work reorganization across
industries and types of businesses.

e Promote and help coordinate educational
visits to successful high performance work
sites.

e Provide a one-stop shop for firms seeking
general or specific guidance and solutions
to challenges encountered during the
transition to new forms of work.

e Distribute examples of best-practice
companies, as well as materials from other
agencies, such as the Department of
Defense’s training methodologies and
instructional programs.

e Encourage partnerships among state, local
and private sector groups.

The National Science Foundation
should be given a mission to improve work-
place practices through the development and
application of new technology.

Lifelong Learning And High Performance Work Organizations 84



We endorse the establishment of a
civilian technology agency in the Depart-
ment of Commerce. Such an agency would,
among many other functions, have the
responsibility to help companies organize
work so as to make the most efficient and
effective use of new technologies.

Federal laboratories in several Cabinet
departments should be asked to devote
greater efforts to the commercial applications
of the technologies in which they are in-
volved and to training companies in imple-
menting high productivity work organiza-
tions related to those technologies.

The 1988 Omnibus Trade and Competi-
tiveness Act established three manufacturing
technology centers and provided for assis-
tance to state technology centers. These, too,
could become a focal point for assessing and
disseminating effective approaches to the
organization of work to businesses interested
in making the most effective use of new
manufacturing technologies.

Quality Awards

To focus national attention on the issue of
work reorganization, awards programs
designed to recognize and promote quality,
excellence, productivity and improved
workplace environments should be ex-
panded.

The Malcolm Baldrige National Quality
Award contributes significantly to the na-
tional awareness of quality and the reorgani-
zation of work. The Senate productivity
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awards and state quality awards also play
important roles. We recommend expansion
of these awards to recognize more best-
practice companies and institutions.

The Department of Labor has recently
established a new award to recognize excel-
lence in upgrading the quality of the Ameri-
can workforce. We strongly urge that, as part
of its criteria, the award include changes in
the organization of work and their effect on
worklife and employee productivity.

Federal laboratories in
several Cabinet departments
should be asked to devote
greater efforts to the
commercial applications of
tbe technologies in which they
are involved and to training
companies in implementing
bigh productivity work
organizations related to
those technologies.
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AND A SYSTEM TO PULL IT
TOGETHER

Recommendation #5

A system of Employment and Training
Boards should be establisbed by Federal
and state governments, together with
local leadersbip, to organize and over-
see the new school-to-work transition
programs and training systems we
propose.

In this report, we have compared
American educational and training programs
to those in other industrial countries. In
every case, we have found that somewhere
in this country, a state, city or institution is
doing something as interesting, as imagina-
tive and as effective as anything done any-
where in the world.

What is missing is a cohesive system.
What we lack, and what many of our com-
petitors have, is a means of joining all the
pieces together into one seamless web.

Our preceding proposals lay the foun-
dation for a cohesive, high performance
education and training system. We would
reorganize the current array of programs and

institutions into a streamlined system based
on two sets of goals:

* We expect our standards for the Certificate
of Initial Mastery to drive a system of
work preparation designed to bring every
American, youth or adult, up to a high
level of foundation skills. These standards
should be applied to every program or
institution concerned with basic education
or literacy. This would include our current
K-12 system of education, the alternative
Youth Center system we propose and
remedial programs for youth and adults
operated through a variety of public
programs.

e We expect our standards of technical and
professional mastery to drive a system of
occupational education and training
designed to allow a majority of American
workers to thrive on new technologies
and work processes. These standards
would apply to corporate training and to
programs in high schools, community
colleges and proprietary schools. Thus,
no matter where the training took place,
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employers and individuals would have
confidence in its quality and its transfer-
ability.

The certification systems we propose,
and the education and training initiatives
they drive, should be linked to labor market
information and to job placement programs
at the local and state levels. The fragmented
services we now provide should be replaced
by a uniform system.

Employment And Training Boards
The leaders of our communities should take
responsibility for building a comprehensive
system that meets their needs. The local
Employment and Training Boards for each
major labor market would:

e Take responsibility for the school-to-work
and Youth Center-to-work transition for
young people, and for their further coun-
seling on education, training and work
opportunities.

e Manage and oversee the alternative certifi-
cation system for school dropouts through
the Youth Centers.

e Manage and oversee a second chance
system for adults seeking the Certificate of
Initial Mastery. This system would be
operated in conjunction with the Youth
Center program, but may require separate
facilities and programs for adults.

e Manage and oversee the system for award-
ing Technical and Professional Certificates
at the local level.

* Manage a labor market information system
to guide program planning. The Board
would maintain a data base containing
detailed information on the offerings of
service providers (including their quality
record and the costs of their services). It
would also include information concern-
ing the number of trainees registered in all
areas of training in any given year, the
annual record of placements, job openings
and the expected demand for labor in all
fields.

e Manage a labor exchange service, which
would provide information, counseling
and contacts for individuals seeking job
opportunities. The service would draw
heavily on the data base just described.

e Coordinate existing programs concerned
with job placement, vocational education,
customized job training, JTPA and welfare
related job training.

The Boards should be composed of
company, union and public officials, as well
as representatives of community based
organizations. The Boards should also be
able to compensate and attract a highly
professional staff.

Service on the Board should be re-
garded as a mark of high honor and mem-
bership on the staff should be seen as a high
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The local Employment and
Training Boards for each
major labor market would:

e Take responsibility for the
school-to-work and Youth
Center-to-work transition

Jor young people.

* Manage and oversee the
Youtb Centers.

* Manage and oversee a
second chance system for
adults seeking the
Certificate of Initial
Mastery.

* Manage and oversee the
system for awarding
Technical and Professional
Certificates at the local
level

* Manage a labor market
information system.

* Manage and oversee the job
service.

» Coordinate existing
programs.



We envision a new, more
comprebensive system where
skills upgrading for the
majority of our workers
becomes a central aim of
public policy. It begins with
the initial skills preparation
of youth and their school-to-
work transition. It continues
with the operation of skills
upgrading programs for
adult workers who bave jobs,
or are between jobs. It ties
together this central mission
with job information,
employment counseling, job
placement and income
maintenance for the
unemployed.

point in one’s career. Boards can and
should be designed to attract some of the
most competent and dedicated people in the
community.

In cases where labor, management and
the community agree they have been effec-
tive, Private Industrial Councils could be

used as a base on which to build the Boards.

The states would need to create a
parallel structure to support the local boards,
coordinate statewide functions and establish
state standards for their operation.

States would also need to work with
each other, perhaps through an interstate
compact, and with the Federal government,
to make the national system work smoothly.

As part of this national structure, it
would be wise for the President to create a
Cabinet council that would be directly
responsible to the Office of the President for
coordination of Federal government policy
and programs relating to human resources

policy.

A New Approach To American Labor
Market Philosophy

Underlying this proposed structure is a
philosophical change in the way we as a
nation view human resources policies.
Traditionally we have operated systems that
work on the margins of our labor market,
linked primarily to income maintenance
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systems for the disadvantaged and dislocated
workers, using short-term training as one
means of assisting with job placement.

We envision a new, more comprehen-
sive system where skills upgrading for the
majority of our workers becomes a central
aim of public policy. It begins with the
initial skills preparation of youth and their
school-to-work transition. It continues with
the operation of skills upgrading programs
for adult workers who have jobs, or are
between jobs. It ties together this central
mission with job information, employment
counseling, job placement and income
maintenance for the unemployed.

It is this bold, new agenda which
necessitates the creation of a more uniform
system to replace the existing variety of
agencies.



14

INCONCLUSION

America is headed toward an economic cliff.
We will no longer be able to put a higher
proportion of our people to work to gener-
ate economic growth. If basic changes are
not made, real wages will continue to fall,
especially for the majority who do not
graduate from four-year colleges. The gap
between economic ‘haves’ and ‘have nots’
will widen still further and social tensions
will deepen.

Our recommendations provide an
alternative for America. We do not pretend
that this vision will be easily accepted or
quickly implemented. But we also cannot
pretend that the status quo is an option. It is
no longer possible to be a high wage, low
skill nation. We have choices to make:

+ Do we continue to define educational
success as ‘time in the seat,” or choose a
new system that focuses on the demon-
strated achievement of high standards?

* Do we continue to provide little incentive
for non-college students to study hard and
take tough subjects, or choose a system
that will reward real effort with better pay
and better jobs?
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Do we continue to turn our backs on
America’s school dropouts, or choose to
take responsibility for educating them?

Do we continue to provide unskilled
workers for unskilled jobs, or train skilled
workers and give companies incentives to
deploy them in high performance work
organizations?

Do we continue in most companies to
limit training to a select handful of manag-
ers and professionals, or choose to pro-
vide training to front-line workers as well?

Do we cling to a public employment and
training system fragmented by institutional
barriers, muddled by overlapping bu-
reaucracies and operating at the margins
of the labor market, or do we choose a
unified system that addresses itself to a
majority of workers?

Do we continue to remain indifferent to
the low wage path being chosen by many
companies, or do we provide incentives
for high productivity choices?

In Conclusion

It is no longer possible to be a
bigh wage, low skill nation.
We bave choices to make.



The system we propose
provides a uniquely American
solution. Boldly executed, it
bas the potential not simply
to put us on an equal footing
with our competitors, but to
allow us to leap abead, to
build the world’s premier
workforce. In so doing, we
will create a formidable
competitive advaniage.

Taken together, the Commission’s
recommendations provide the framework for
developing a high quality American educa-
tion and training system, closely linked to
high performance work organizations. The
system we propose provides a uniquely
American solution. Boldly executed, it has
the potential not simply to put us on an
equal footing with our competitors, but to
allow us to leap ahead, to build the world’s
premier workforce. In so doing, we will
create a formidable competitive advantage.

The status quo is not an option. The
choice we have is to become a nation of
high skills or one of low wages.

The choice is ours. It should be clear.
It must be made.

In Conclusion

SRR
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THE STUDY

This Commission is deeply indebted to many
who have studied the skills of America’s
workforce before us. Two recent reports
stand out. Workforce 2000: Work and
Workers for the 21st Century, produced by
the Hudson Institute under a grant from the
United States Department of Labor, made a
powerful case for putting the issue of work-
ers’ skills squarely on the nation’s agenda.
The Forgotten Half: Non-College Youth in
America, a report from the William T. Grant
Commission on Work, Family and Citizen-
ship, made an eloquent plea for attention to
the needs of American youth who do not go
to college. This is the group with which this
Commission is primarily concerned. To-
gether, these reports defined the starting
point for our work.

The study which supports this report
was carried out by a research team of 23
loaned executives from companies, unions,
industry associations and the United States
Department of Labor. The work began in
July of 1989 and was completed in June of
1990.

Our study began in the United States,
where we divided the American economy
into industry groups and interviewed firms in
each one.
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Starting at the top of the firm, we asked
the executives to define their market and
their competitive environment, what the
drivers of competitive success in their indus-
try are, how they organize their workplaces,
how their work organization is changing,
what skills their workers need, what they are
doing to make sure those skills are available
and what government services they use.
Then we went down to the shop floor, office
or construction site and asked a different set
of questions: How is each job defined?
What skills are required to perform that job?
How are people’s assignments changing?
Are managers having trouble hiring people
with the needed skills, and, if so, what is
being done about it?

When we had completed these inter-
views, we went abroad to six countries:
Germany, Sweden, Denmark, Ireland, Japan
and Singapore. There, we repeated the
process on a somewhat attenuated scale,
selecting and interviewing firms in a wide
range of industries, asking much the same
questions we had asked at home. We also
conducted interviews and gathered data on
the economic and human resources policies
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of those countries, as well as the structure
and operation of their social programs,
particularly those relating to education,
training and other labor market policies.
Here, too, we relied not just on publicly
available data, but went further, interviewing
people at every level of the system, from
cabinet ministers to people taking courses in
training centers. Gradually, we put together
a composite picture, in some detail, of how
the whole system fits together in each
country, how values interact with policy,
practice, history and demography to frame
the way each nation is going about the
business of developing a skilled workforce.

We concentrated the next stage of our
research in several states. In each of these
states, we selected one or two major labor
markets. Just as we had done abroad, we
proceeded to put together a picture of the
labor market and how it actually operates,
how federal, state and local policies interact
with the practice of private firms, public
agencies and education and training institu-
tions to define the American system for skill
development and employer demand for
skilled labor.

We then drew upon the experience of a
number of our Commissioners and Case
Team members and asked them to prepare
papers in selected fields of expertise. These
included looks at the history of federal and
state labor market policies; an analysis of
apprenticeship and industry institute training
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models; an analysis of ‘best practice’ pro-
grams for dropout recovery and public
training; a view of educational assessment
models now under study in various states;
and a paper on the financing of America’s
labor and education systems.

Before we were done, we conducted
interviews with more than 2,000 people at
more than 550 firms and agencies, not
counting innumerable local labor market
interviews. All along, we read a small
mountain of government and private reports
and analyzed data not based on our own
field research.

The study was comprehensive in scope.
Our subject required the integration of
information from diverse disciplines: corpo-
rate strategy, labor market policy and educa-
tional policy across a number of countries.
While our work was thorough, it was con-
ducted as a strategy study, not an academic
inquiry. Our intent was to gather sufficient
information and do adequate analysis to
make policy recommendations.

Our conclusions are based in part upon
data from our study. They are also based on
the collective wisdom of our Commissioners,
who have years of experience addressing
issues of labor policy, education and corpo-
rate strategy.
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SUPPORTING
INFORMATIONI

A NEW AMERICAN
ASSESSMENT SYSTEM FOR
FOUNDATION SKILLS

Assessment System For Foundation
Skills

Properly designed, an assessment system
should function both to motivate and organ-
ize students’ work during the school years
and set a benchmark to which educational
institutions could target their efforts. To
meet these objectives, the system we recom-
mend should:

e Reward effort and organized work.

¢ Demand thinking and reasoning skills of
this nation’s students, preparing them for
more complex work environments.

¢ Directly assess thinking based achieve-
ment, using examinations equal to the
task.

e Allow students to accumulate evidence of
achievement and accomplishment, rather
than relying on a single point of examina-
tion to determine performance.

¢ Be administered and directed by an inde-
pendent certification agency.
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Effort Based, Not Arbitrary, Education
And Assessment

This Commission proposes an educational
system that provides clear incentives and
goals for students, measures educational
attainment and skill competencies and
rewards a student for effort and perform-
ance.

The current educational structure in the
United States does not adequately measure
nor reward a student’s effort or academic
performance. Due to the way they are
examined and graded, students are not held
to a clear standard of achievement toward
which they can work.

For students who do not plan to go to
college, high-school grades often have little
meaning. As very few employers scrutinize
high-school transcripts when making hiring
decisions, what compels students to do more
than the minimum required to obtain a
passing grade? What motivates a student to
work hard in school?

Grades have more meaning for college
bound students, but grades alone do not
determine a student’s acceptance or rejection
from the college of choice. Admissions
officers look at performance on standardized
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national tests, like the ACT and the SAT.
However, school curricula are not directly
tied to these tests. Students have no way of
adequately preparing for them, save the
cram courses that teach shortcuts, but not
subject content. Compounding this, teachers
are often advised not to deliberately prepare
their students for these exams so as to avoid
being accused of giving them an ‘unfair’
advantage.

For either type of student, effort is not
directly tied to results. Currently, no one can
be held accountable for how students per-
form in school. If students who barely make
it through the system receive the same
reception in the workplace as those who
really put forth an effort, is it surprising that
some students do not take their education
seriously?

An examination based achievement
certification system can fundamentally
change this. At the heart of such a system
must be a series of examinations for which
students can explicitly prepare, with teachers
serving as their coaches, mentors and allies.

Thinking Based Achievement, Not
Routinized Skills

Like other industrialized countries in the
nineteenth century, the United States devel-
oped two different levels of educational
expectation — one for an academic elite, the
other, for the rest of the population. The
majority of students was expected to learn
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routine skills, simple computation, reading of
predictable texts and reciting civic or relig-
ious codes. They were not expected to learn
higher-order functions of thinking and
reasoning. These goals were reserved for
the elite, originally in separate high schools
and more recently in college preparatory
programs in our comprehensive schools.

The curriculum most Americans are exposed
to gives them little chance to learn to con-
struct convincing arguments and to under-
stand complex systems.

A thinking oriented curriculum for all
constitutes a significant new educational
agenda. While it is not new to include
thinking, problem solving and reasoning in
some students’ school curriculum, it is new
to include it in everyone’s curriculum. It is
new to aspire seriously to make thinking and
problem solving regular aspects of the
school program for the entire population,
including minorities, non-English speakers
and children of the poor. To meet the
challenge, we must have an achievement
certification system in which the examina-
tions assess the kinds of high level compe-
tencies to which we aspire. Current forms of
testing do this very poorly.

The system of routinized rather than
thinking based achievement forms the basis
for testing theory and practice even today.
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Multiple-choice tests reflect a ‘Tayloristic’
view of learning which is based on the
proposition that knowledge and skills can be
broken into discrete components.

Standardized tests used for secondary
school students favor superficial answers not
based on real understanding over those
requiring thoughtful analysis. For example,
reading sections require students to absorb a
300-word passage and then answer five to
eight content-related questions in the space
of six minutes. In math sections, students
are faced with a string of unrelated math
problems, which they must solve at a rate of
about one per minute. As with all multiple-
choice exams, the only way for a student to
receive full points for an answer is to shade
in the appropriate circle. There is no possi-
bility for partial credit, even if the student’s
flow of logic was correct up until the last
step in solving the problem.

As it exists, the testing system this
country uses to measure its students discour-
ages the development of higher order think-
ing. The result is that the system puts out
people well-suited to the ‘Tayloristic’ work
environments in which many will find
themselves. But, as we have stressed, we
see work organization heading in another
direction, a direction that will necessitate
adaptive learning on the job.
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Direct Assessment: Performances,
Portfolios, Projects

We need a different kind of examination to
assess the abilities we view as necessary.
Indicators of competence, tests that predict
how well someone might do on a direct
achievement assessment, cannot motivate an
effort oriented educational system. Nor can
‘grade level’ standards help. Scoring at
grade level on the kinds of educational tests
American schools mostly use today means
only that at least half of the people in your
grade who took the same test scored worse
than you did. The tests provide a distribu-
tion of scores so that students can be ranked
in comparison with one another. But they
do not establish a standard of competence.
They say nothing about what a student
knows or is able to do. If everyone scores at
or above grade level, educators are accused
of cheating or other forms of malpractice.

To establish an achievement certifica-
tion system that can organize academic effort
and communicate clearly to the public and
to employers what students have accom-
plished, we need to determine what students
ought to know and be able to do when they
leave school and then arrange to directly
examine students’ command of that knowl-
edge or skill.
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Three kinds of examinations can be used:

Performance Examinations. The
Olympics and the performing arts use this
type of examination to determine an
individual’s qualifications. It is equally well-
suited to assess academic ability and effort.
This exam differs fundamentally from the
multiple-choice kind of test, in that it meas-
ures process as well as end product, and it
has no elements of surprise. Students taking
these exams are aware of the type of per-
formance expected of them, and they are
able to take the necessary steps in prepara-
tion. Teachers can prepare students for the
exams, acting as coaches and mentors, rather
than adversaries. In the system we envision,
both traditional academic and more practical
performance would be assessed. For ex-
ample, practical literacy might be assessed
by asking Certificate candidates to assemble
equipment following written instructions and
diagrams; and ability to work with others in
making decisions might be assessed by
rating candidates’ performance in an eco-
nomic simulation game.

Performance examinations could be
carried out either in a live setting, with a
team of judges grading specific features of
the performance and the overall quality, or
the product of the performance could be
scored in place of the live performance. The
latter option substantially reduces the cost of
performance examination, making it a viable
component of a mass assessment system.
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Portfolio Examinations. This form
of examination is modeled on methods of
assessment used in the visual arts in which a
team of judges rates students’ products on
several different criteria. Certain academic
skills, especially writing, are well-suited to
this type of assessment, as time based exams
impose unnatural constraints and do not
accurately capture a student’s true ability.
Current experiments show that this type of
test can have direct educational value: by
working with their teachers in selecting the
best of their work for inclusion in the portfo-
lio, students build explicit understanding of
standards of judgment.

Project Examinations. The third form
of examination evaluates extended participa-
tion in learning. These examinations are the
best way of assessing motivation and social
skills, because judges evaluate a record of
candidates’ extended participation in a task
with real meaning and consequence in the
world. For example, students might under-
take an extended applied science project
such as designing a bridge, conducting an
investigation of an aspect of community life,
or planning and carrying out a construction
project. Students would be required to
document the major steps taken, supervisors
would sign off and rate the project at desig-
nated stages and a final grade would be
determined, taking into account a whole
range of criteria.
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Any of these examinations taken alone
would serve to provide a clear link between
effort and assessment, measurable by the
student, the teacher and the community at
large. A combination of the exams, depend-
ing upon the skills or knowledge to be
measured, would provide an even better
picture of a student’s achievement.

A Cumulative Certification System
These examinations should be viewed as
building blocks rather than high stakes
moments of possible failure. The achieve-
ment certification system we propose should
permit students to assemble certification
credentials over a period of years, perhaps
beginning as early as entrance into middle
school. This kind of cumulative certification
has several advantages over a single point of
examination.

e It helps to organize and motivate students
over a period of years. Rather than
preparing for a distant examination whose
form and demands can be only dimly
imagined by the 11- or 12-year-old,
students can begin to collect specific
certifications.

e It provides multiple opportunities for
success. Cumulative certificates are our
best shot at drawing in the presently
undereducated and undermotivated.
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e A cumulative credentialing system, be-
cause of its transferable nature, permits
students who are not being well taught in
the mainstream educational system to earn
their credentials under other institutional
auspices.

e This system avoids the problem of mini-
mum credentialing standards becoming
functionally the maximum. Students who
complete the base certifications early in
their schooling can start working on
advanced certificates — either in schools
and colleges or in workplace training
sites.

e A cumulative system will avoid the phe-
nomenon of ‘examination hell’ — a year
or two of high-tension devotion to noth-
ing but exam study — that plagues several
countries (such as Japan and France) that
have single point-of-exit examinations.

An Independent Examining
Organization

Credentials and certification should be
determined by an organization independent
of school systems and free from political
influence. The Governing Board of this
organization should be broadly representa-
tive of educators, employers and the citi-
zenry at large. Under the Board’s general
oversight, working commissions in several
knowledge and skill domains should deter-
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mine appropriate skills and knowledge for
certification standards, establish the per-
formance, portfolio and project examinations
procedures and oversee the professional and
objective nature of the judging of these
exams.
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SUPPORTING
INFORMATIONII

ALTERNATIVE PROGRAMS FOR
AT-RISK YOUTH: SWEETWATER

UNION HIGH SCHOOL, THE
BOSTON COMPACT AND THE
WEGMAN’S PROGRAM

The dropout problem and the ill-defined and
often restrictive school-to-work transition
have spurred communities from coast to
coast to devise alternative programs for their
youth. Sweetwater Union High School, the
Boston Compact and the Wegman’s Program
are three good examples.

Sweetwater Union High School:
Dropout Recovery

Three years ago, in a determined attempt to
reduce its growing dropout rate, the
Sweetwater Union High School District in
San Diego, California set up an alternative
system for students to acquire their high-
school diplomas. Two relocatable buildings
were set up next to the high school and
equipped with classrooms of computers and
software necessary to provide a full high-
school course offering.

Sweetwater’s superintendent found a
way to reverse the traditional incentives that
encourage professionals to get rid of the
least desirable students. He decided to
operate the program as a business. Ninety-
four percent of the revenue (derived from

105

the entire state allotment for each dropout
attracted to the center) would go to the
school. The school would pay all operating
expenses including staff salaries, but the
remaining ‘profits’ would belong to the
school and could be spent at the principal’s
discretion.

Today, former dropouts sit at computer
terminals, fully engaged in their studies,
well-behaved and full of hope. Many are
well on their way to receiving their diplo-
mas. Of the most recent group of graduates,
approximately 60 percent have enrolled in
college. These are the very same students
who, a few years earlier, would have been
ejected from classrooms for disruptive
behavior or who would have quietly slipped
out of school, feeling it had nothing to offer.

The district does no recruiting for the
program. Word of mouth has produced a
waiting list of those who want to enroll.

The high quality of education the
students receive and the flexibility of sched-
uling are key components of the success of
the system. Students can both go to school
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and work full-time, and can participate in
any of the school’s extracurricular or social
activities.

In a conventional program, the district
would have had to build a $35 million
physical facility for these students. But the
relocatable classrooms and computer equip-
ment cost a tiny fraction of that amount, and
the program has required no new staff. Most
important, 6,000 young people who had little
to look forward to in life now have a good
start.

The Boston Compact And Its
Commitment To Boston’s Youth

The current labor market structure makes it
very difficult for low-income young people
— White, Black or Hispanic — to get
matched to jobs. The first roadblock they
encounter is access to information or people
concerning jobs. Too often, they and their
parents lack the personal contacts and the
resources of their middle class counterparts
that would enable them to get that first
interview.

The powerful negative stereotypes that
exist on both sides of the hiring equation
make looking for a job that much more
difficult for these youth. Employers cannot
help but be swayed by what they see in
print about inner-city youth. And inner-city
youth, especially minorities, have their own
negative ideas about downtown hiring
practices.
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The Boston Compact, a community-
wide commitment to improving the educa-
tional achievement of Boston’s public school
students, has put the issue on the city’s
agenda. Some of the strongest initiatives
include:

e A school system commitment to measur-
able improvements in student attendance
and academic achievement.

e A private sector commitment to employ
students in the summer and upon gradua-
tion through the Boston Private Industry
Council.

e The school-based Careers Service, which
combines the resources of the school and
business communities to create linkages
between inner-city youth and employers.

» The contribution of $17 million by the
business community to a fund to aid
public education, including a ‘last dollar
scholarship’ program for all graduates
admitted to college.

e The agreement between city high schools
and the 24 area colleges and universities
to increase the number of students going
to college and graduating.

e The commitment of the Area Building
Trades Council (AFL-CIO) to increase the
enrollment in apprenticeships for Boston
high school graduates.
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e A commitment to measure results carefully,
including a survey of all students in the
fall after graduation to ascertain their
education and employment circumstances.

An examination of one of the programs,
the Careers Service, shows how commitment
to youth can ease the school-to-work transi-
tion, especially for the disadvantaged.

The Service, a joint effort of Boston's
educational and business communities,
under the direction of Boston’s Private
Industry Council, employs career specialists
who work with students, teachers, staff and
employers to pair students with jobs. There
are no guarantees for employment. Both the
students and the employers must be con-
vinced that the matches fit before any com-
mitments are made on either side.

Currently, some 900 firms in the city
participate in the summer jobs and the
graduate hire programs. Personnel officers
work with the service’s career specialists,
exchanging information and opening doors
that were formerly closed to students.

The results have been dramatic. In
1989, 3,316 high-school students found
summer employment at an average wage of
$6.08 an hour. That same year, 1,107 gradu-
ates were hired for permanent, full-time
positions at an average wage of $6.75 an
hour. Graduates from Boston high schools
found full-time jobs through the Careers
Service, at an average wage of $8.43 an
hour.
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A comparison of the 1985 survey of
Boston graduates with BLS numbers for the
nation shows employment for 62 percent of
the White (10 points above the national
rate), 60 percent of the Black (32 points
above), and more than half the Hispanic
graduates (11 points better than the national
rate).

Employment/Population Ratios for

Class of 1985
US.A. Boston
Whites 52% 62%
Hispanics 43% 54%
Blacks 28% 60%

For graduates of the class of 1988, the
Boston PIC reported that 66 percent of
Whites, 58 percent of Blacks and 71 percent
of Hispanics were employed.

An analysis of wages a year and a half
after graduation for the class of 1988 by
Professor Andrew Sum of Northeastern's
Center for Labor Market Studies shows
Boston's non-college youth earning $8.04 an
hour, nearly half again as much as the $5.40
non-college high-school graduates in other
central cities surveyed by the Census Bureau.

This survey’s results are important in
two ways: First, they show how much a
commitment to improving current systems
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can provide students, regardless of back-
ground, with a positive future; second, they
underline the need for accessibility and
timely transmittal of data so that those
involved can see the concrete results of their
hard work and effort.

While the external partners have made
progress toward their goals, school improve-
ment has come slowly in Boston. At the
Boston PIC annual meeting in 1988, the
business community and the mayor refused
to renew the Compact until satisfied that the
structure of the schools would improve. By
March, 1989, when Compact II was at last
signed, the leadership of the Boston Public
Schools and the Boston Teachers Union had
committed to a contract incorporating school
based management and a new accountability
system that measures individual school
performance.

Recognizing that entry level jobs are not
enough to assure economic security, Com-
pact II sets a goal of building links between
work and further learning during the four
years after high school for those students not
going to college. The first project under this
new effort is designed to lead to professional
certification and an associate’s degree in the
health professions for students.

With technical assistance from the
National Alliance of Business, 12 cities in
addition to Boston are developing compacts
based on agreements between schools,
business and government to carefully meas-
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ure progress toward improvement in educa-
tion and employment for young people.

The Wegman’s Program

Wegman’s Supermarkets in Rochester, New
York offers an example of a company that
has taken up the challenge on its own. For
several years, the owners of Wegman'’s have
been offering part-time supermarket jobs to
14-year-old students who are identified by
the local schools as likely potential dropouts.
The one condition for employment is that
the students must stay in school to keep the
job.

A Wegman’s employee works at the
school district headquarters to coordinate the
program with parents and teachers, recruit
students, monitor their progress and help
them out if they get in trouble. Employees at
the supermarkets act as mentors for the
students on the job and also tutor them in
their school subjects. Best of all, for any
student who succeeds in finishing school
and continues onto college, Wegman’s pays
the full tuition. The result is that Wegman’s
has single-handedly managed to create a
multifaceted and caring support structure for
the students that hinges upon the students’
continuing effort to learn.
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SUPPORTING
INFORMATION I
AMERICAN EXAMPLES OF
SUCCESSFUL WORKER
TRAINING

There is no single recipe for successful
worker training. Some of the most exem-
plary programs in the nation differ greatly in
approach, administration and scope. Some
successful experiments are being initiated by
unions in cooperation with employers and
educational institutions and by high schools
and community colleges working together.

Industry Network Training
The Sheet Metal Industry —
Training The Skilled Craftsmen
High geographic mobility characterizes the
sheet metal industry. A worker in Jackson,
Mississippi on Monday could find himself
working in San Francisco, California on
Friday of the same week. He and his em-
ployer would not expect the difference in
locale to have any bearing on his ability to
work. Formerly, it did. Due to the wide
diversity in content and quality of training
practices around the country, there was no
guarantee of consistency in work habits.
Recognizing this, the union and the
employers’ association, through a nationwide
Collective Bargaining Agreement, created a
National Training Trust Fund in 1971 to
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research current training practices. The
Fund looked to sheet metal workers and
employers throughout the country for ideas.
From their responses and suggestions, the
Fund devised a national apprentice training
curriculum and a loan/grant program for
equipment and facility upgrade. (The
program made monies available in interest-
free long-term loans and outright grants.)

The study also unveiled some serious
shortcomings in the existing system. For the
most part, industry practice was to offer a
one-time program for apprentices only. The
need for continuing education and skills
upgrading of journeymen went largely
ignored. In 1973, the Training Fund, in
conjunction with the National Center for
Research in Vocational Education at Ohio
State University, devised a ‘train-the-trainer’
program to raise the teaching ability of local
instructors and to introduce them to the
concept of continuous training, for appren-
tices through master craftsmen.

Since the start of this program 16 years
ago, more than 3,000 instructors have been
trained, and many local sheet metal Joint
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Apprenticeship and Training Committees
(JATC’s) now offer training beyond the
apprenticeship level. Programs include
welding, computer-assisted design (CAD)
and computer-assisted manufacturing (CAM)
indoor air quality, architectural sheet metal
and other advanced studies.

The Fund continues to closely monitor
employment requirements and forecasts skill
needs for the industry’s future. Growing
concerns about energy conservation have
prompted a training program for energy
management technicians and auditors.
Technicians are trained to examine the
energy efficiency of existing buildings.
Following the program, they have the skills
to retrofit structures to improve energy
efficiency and indoor air quality.

National network training programs
modeled around similar principles now exist
for six other building trades.

7

Joint Apprenticeship/Degree Programs
Skilled trades in other industries are taking
another approach to training. They are
structuring apprenticeship programs to allow
apprentices to apply coursework and experi-
ence toward the attainment of an associate’s
degree.

The National Joint Apprenticeship and
Training Committee for Operating Engineers,
the American Association of Community and

Supporting Information III

Junior Colleges (AACJC) and the American
Council on Education (ACE) are working on
this dual enrollment model. The joint
management and union committee has
reached agreement upon a general structure
and curriculum (including content and
instructional material) for the apprentice-
ships, subject to some local variation. Local
administrators are encouraged to concentrate
on more macro issues rather than be delayed
or limited by rigid specifications. The AACJC
provides technical support in course plan-
ning and implementation.

Colleges have been granting appren-
tices in these dual enrollment programs
credits equivalent to 50 to 80 percent of the
total credits needed for an associate’s degree.

Joint Union/Employer Training
United Automobile Workers And The
Auto Industry

Since the early 1980’s, the United Automo-
bile Workers (UAW) has successfully negoti-
ated dedicated training funds into its con-
tracts with major auto companies.

Ford Motor Company. The National
Education, Development and Training Center
(NEDTC), located on the campus of Henry
Ford Community College, to this point has
provided training for about half of Ford’s
hourly workforce.

While much of the training in technical
literacy, problem solving and teamwork for
UAW-represented Ford employees takes
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place after working hours, a great deal of it
is clearly linked to the training sponsored on
company time. As the company has empha-
sized statistical process control training for its
workers, the NEDTC has provided courses in
remedial math and computer awareness

for those who need to acquire basic skills.
More than 30,000 workers have participated
in this companion training.

Since the UAW and Ford decided to
make training a strategic issue, the
company’s financial profile has moved from
losses to profits. The 1988 annual report
noted: “Ford learned a pivotal lesson during
the bleak days of the early 1980’s — if the
company was to be successful it had to focus
on the basics of its business and engage the
full support of its employees.” Ford recog-
nizes NEDTC as having played an integral
role in this turnaround.

General Motors. Every one of the 157
General Motors facilities in the United States
has UAW training programs in place. AC
Rochester is among the most active.

AC Rochester has undergone tremen-
dous change in a short period of time. In
1985, AC Rochester produced carburetors.
Since then, the plant has introduced a new
production process and technology, and
now the primary product is fuel injection
systems.
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Organizational changes have followed
in the wake. The previous 112 production
classifications have been collapsed into
three. Because of this dramatic restructuring,
employees (25 percent of whom do not
possess a high-school education) have to be
retrained, their skills upgraded and their
versatility increased. Job-specific training is
mandatory and is offered to workers on a
seniority basis. If workers experience
difficulty completing required job skill
training, alternative basic skills coursework is
provided for them. Workers are allowed to
repeat a training course, if necessary, until
needed job skill competencies are obtained.

AC Rochester pays for this training
using both UAW-GM funds and public
resources. Approximately 20 percent of AC
Rochester’s employees are enrolled in at
least one of the program’s 75 job-specific
training modules.

GED education programs (started in
1986), Adult Basic Education and English as
a Second Language programs supplement
job-specific training for approximately 680
AC Rochester workers. New York State’s
Employer Specific Skills Training Grant and
Workplace Literacy funds provide training
for another 30 percent of the plant’s workers.

Seven hundred and fifty workers are in
the plant’s JOBS bank, a job security pro-
gram created in the UAW-GM national
agreement. All JOBS bank workers, as well
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as all active workers in the plant, can take
part in a full-time college attendance pro-
gram created by AC Rochester’s joint training
center staff. Upon completion of a GED/
Workplace Literacy Program, an active
worker or a JOBS bank worker is eligible to
enter the full-time college program. Both
active and JOBS bank workers receive full
pay and benefits, plus up to $2,250 annual
tuition payments while enrolled in the
college program. To remain eligible, work-
ers must obtain a minimum of 15 credit
hours per semester and be matriculated into
an associate’s, bachelor’s or master’s degree
granting program. Approximately 50 percent
of the workers in training at AC Rochester
are enrolled in the full-time college atten-
dance program.

Chrysler. The UAW-Chrysler National
Training Center, headquartered near down-
town Detroit, operates eight United States
regional training centers near major Chrysler
plant locations and directs 45 different
training and joint activity programs in 41
locations in the United States.

More than 60 percent of UAW-repre-
sented Chrysler workers participate in some
kind of formal training or educational pro-
gram, ranging from ‘Tech Prep’ basic skill
development to new technology training.
(More than 30,000 UAW-represented Chrysler
workers have participated in computer
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training alone.) The National Training
Center has experimented with a number of
new training and educational techniques and
has undertaken a number of special pilot
programs in ‘Tech Prep’ training.

“Two-Plus-Two’ Programs In
Technical Fields

A growing number of communities are
creating better linkages between high
schools and community colleges. Experi-
mental ‘two-plus-two’ programs can be
found across the country, creating a bridge
for students who do not pursue four-year
college degrees.

A ‘Tech Prep’ program in North
Carolina’s Richmond County School District
is an example of this link. Prior to the
establishment of the program, 25 percent of
the district’s high-school students were
enrolled in college preparatory courses, and
the remaining 75 percent in general aca-
demic/vocational courses. For three quarters
of the student body, courses were outdated
and did not reflect the needs of the commu-
nity.

In 1986, the district decided that the
vocational track needed attention. A ‘Tech
Prep’ program was created with upgraded
and revised vocational courses. These
courses reflected the demands of Richmond
employers, and they required more rigorous
academic and vocational preparation than
traditional non-college programs of study.



The program has been most successful.
Today, about one third of Richmond’s
students are enrolled in college preparatory
programs and another third can be found in
the ‘Tech Prep’ program. Enrollment for
Algebra I courses has increased by 42 per-
cent, and Algebra II course enrollment has
gone up by 57 percent in just three years.
Mathematics has not been the only area
affected by the system’s reform. More
students are taking advanced English, social
studies and science courses, and the average
SAT scores for the district have increased 46
points. Additionally, the annual dropout rate
has declined from 7.2 percent to 4.8 percent.
The number of graduates choosing to attend
community college has doubled.
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SKILLS INVESTMENT TAXES:
FOREIGN EXAMPLES

All of the foreign competitors we studied
require firms to invest in developing and
improving the skills of their workers. These
contributions, organized as part of national
strategies for training and skills development,
generally take two forms.

Companies often directly contribute to
public employment and training services, as
in Germany, Japan and Denmark. Through
this approach, the government may organize,
oversee or directly provide the training to
those individuals needing basic or upgraded
work skills.

Firms are often required to contribute
through a periodically assessed tax or levy to
a national training fund, as in Ireland,
Singapore and Sweden. This fund may
operate as a monitored ‘training account,’
from which companies can retrieve their
funds to offer some form of approved
training.

The funds for these initiatives are
channeled from various sources such as
payroll taxes, general government revenue
and tax-deductible contributions, all of
which are expenditures above and beyond a
company'’s in-house training investment. In
every case, the goal of the national system is
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to encourage companies to train, to spread
costs and ultimately to create a self-perpetu-
ating program for continually upgrading the
skills of the adult workforce.

GERMANY
German corporations contribute a total of
nearly 3.5 percent of annual payroll to public
training and employment schemes through
joint employer-employee financed national
unemployment insurance, the national
system of apprenticeship and mandatory
contributions to local Chambers of Com-
merce.

In this system, employers are assessed
2.3 percent of annual payroll to the unem-
ployment insurance fund, and employees
match their contributions. In 1988, 42
percent of this fund was devoted to training
and labor exchange programs, including
employment counseling and placement,
incentives for companies to employ and
retrain hard-to-place workers and free
training for workers who are unemployed or
facing unemployment for skills reasons.
Although this fund is managed by the gov-
ernment, the training is provided by the
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private sector and generally lasts from four
months to two years. Individuals receive the
normal unemployment benefit to support
themselves during training.

Beyond this expense, German compa-
nies contribute DM 25 billion (U.S. $13.5
billion), or another 2.5 percent of payroll, for
1.7 million trainees in the apprenticeship
system. Through these apprenticeships,
companies largely finance the last two to
four years of secondary education for the
majority of German youth.

In addition to the contributions to
apprenticeships and insurance fund pro-
grams, German companies are required to
contribute to their local employers’ organiza-
tions (generally the Chambers of Industry
and Commerce or the Crafts Chambers).
Seventy percent of the Chamber budgets are
devoted to training purposes, geared particu-
larly to those small companies that lack the
resources to train extensively in-house.

Many larger German corporations,
along with funding public training, dedicate
significant resources to their own training
initiatives. For example, Seimens AG allo-
cated DM 470 million, or 2.5 percent of
payroll, to train and upgrade its workers in-
house in 1987.

SWEDEN

Swedish firms contribute to training by
financing the public employment and train-
ing systems and by contributing to govern-
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ment-established training funds. An em-
ployer contribution of approximately 2.5
percent of annual payroll finances the
National Labor Market Board (AMS), which
operates Sweden’s national employment
service, manages labor exchange and pro-
vides training and subsidized employment.
This contribution is independent of the
unemployment compensation system, to
which companies also contribute, and of the
employer’s extensive social security obliga-
tions. In 1987, Sweden spent $3.9 billion on
labor market measures for a workforce of 4.4
million.

The Swedish government also estab-
lishes renewal funds, into which all compa-
nies of a certain size are required to contrib-
ute 10 percent of net profits. The tax-
deductible contributions are placed into an
interest-free account and may be withdrawn
later to support company training that has
been approved by the government and the
local unions. Volvo, for example, utilized its
renewal funds to provide up to two years of
initial training for employees when it opened
its team-style auto production plant in
Udevalla.

DENMARK

In Denmark, training for unemployed indi-

viduals and a substantial amount of training
for company employees is provided free of
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charge by the government through the
National Labor Market Board (AMU). While
general government revenues fund most of
this effort, employers contribute up to 600
Dkr (U.S. $82) per worker. This figure
represents a total employer contribution of
0.2 percent of annual payroll. Employees
also match the contribution. In 1988, AMU
provided 1.1 billion Dkr (U.S. $137 million)
to train 100,000 participants.

IRELAND

In Ireland, the larger companies are required
to contribute one to 2.5 percent of payroll
annually into the levy-grant scheme, creating
a fund similar to Sweden’s renewal fund.
Ninety percent of funds are then returned to
the company for use in training programs
approved by the national employment
authority (FAS). The remaining 10 percent is
used for administrative purposes. FAS,
working through its industrial training
committees, assists companies in devising
their training programs and administers the
labor exchange system.

SINGAPORE

Singapore has aggressively supported train-
ing as part of its overall high productivity
development strategy. The Skills Develop-
ment Fund (SDF), to which employers
contribute one percent of payroll annually, is
used by the government to partially reim-
burse companies for approved forms of
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training. This includes approved apprentice-
ship and in-house training, external training
in recognized courses offered by accredited
institutions and particularly training in high
technology and ‘economically critical’ skills
(for which companies receive twice the
normal reimbursement).

The Singapore government also funds
from general revenues a number of training
institutes, often in cooperation with multina-
tional companies.

JAPAN

Japanese corporations have a strong philo-
sophical commitment to training, and in
many cases build and run their own schools
and training centers for the constant better-
ment of their workforce.

Japanese corporations are required to
contribute an average of one percent of
payroll into the National Employment Insur-
ance Fund, which pays for unemployment
compensation and three employment and
training programs. Of this one percent tax,
about one third to one half is used to finance
the three employment and training initia-
tives.

In addition, employer tax funds are
combined with federal, prefectural (state)
and, to a lesser degree, municipal general
revenues to finance the Ministry of Labor’s
Human Resources Development Bureau,
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which administers the Capability Develop-
ment Program. This program supports
nearly 400 public or vocational training
facilities, provides direct assistance to firms
in creating their own in-house training
capability and helps develop and implement
a set of industry based skill certifications and
examinations.

Each of these countries requires compa-
nies to promote the skills development of
the national workforce. In each case, the
mandatory corporate contributions are in
addition to the amounts that companies
spend to train their own employees.
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FINANCING OUR PROPOSALS

The United States spends more than $300
billion each year in Federal, state and local
funds on public and private education at all
levels. This Commission’s recommendations
constitute a system of quality controls to
assure we are getting the most for these
dollars.

What The Current System Costs

Before estimating the costs of these recom-
mendations, the Commission estimated the
amount of public funds currently being spent
on the 16- to 19-year-old population. These
monies include the last two years of high

school, two years of college, government-
sponsored training programs like the Job
Training Partnership Act and employment
assistance like the Targeted Jobs Tax Credit
and Unemployment Insurance.

Using 1987-1988 data (the last school
year with the most comprehensive enroll-
ment and revenue information available), we
estimate that between $34.2 and $36.5 billion
of public funds were spent on the operating
expenses of education and training programs
and for employment assistance for civilians
in this age group.

The Focus Population

Age Total Population

Post-Secondary Enrollment

Grades 11-12 Enrollment

16-19 14,548,500

2,903,737

5,795,822
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Public Expenditures:
Education Operating Costs And Training-Related Programs

For The 16- To 19-Year-Old Population Public Expenditures
($ Billions)
Secondary School: $23.1 - 24.7!
Grade 11 11.7 - 125
Grade 12 10.7-11.4
Unclassified 07- 08
Higher Education: 7.8 - 8.5%
Public Institutions 7.4-79
Federal 03-04
State 62-63
Local 05-06
Pell Grants 04-06
Private Institutions 04-06
Federal 0.1-0.1
State 0.1-0.2
Local <0.1
Pell Grants 0.2-0.3
Employment and/or Training Assistance:?
JTPA Programs 2.2
(including Block Grants, Summer Youth Program,
Dislocated Workers, Job Corps, Native
Americans and Migrant Worker programs, JTPA for Veterans)
Employment Service 0.2
Unemployment Insurance 0.3
Other Second Chance Programs 0.4
(including Vocational Rehabilitation,
Food Stamp Employment & Training,
WIN/JOBS, Refugee Assistance)
Targeted Jobs Tax Credit <0.1
TOTAL $34.2 - 36.5
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In calculating these costs, the Commis-
sion counted only those public funds associ-
ated with current fund operating expenses
for 16- to 19-year-olds. Capital outlays,
interest on debt, research money, and both
restricted and unrestricted grants and con-
tracts were excluded.*

As the above charts indicate, the bulk
of public cost is attributable to state and
local funds for junior and senior years of
public high school and to state expenditures
for the two years of public higher education
immediately following high school.

Youth Centers

Bringing disenfranchised groups into an
education system, any system — be it
public high school, Job Corps or new Youth
Centers — will require additional funds.

In calculating a cost, the Commission
made several assumptions. First, the Youth
Center participants may have special needs
that result in higher than average per pupil
expenses. Thus, we increased by 20 percent
the 1988 per pupil average for grades K-12
to arrive at a Youth Center per pupil expen-
diture of just under $5,100.

Second, because the majority of drop-
outs leave school at age 16 or 17, we as-
sumed that the average length of enrollment
in a Youth Center would be two years.
Once a person has attained the Certificate of
Initial Mastery, the individual would pursue
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the various options available through work
or more advanced technical and professional
training.

Annual
1989 Dropout Youth Center
Age Population’ Rate Costs®
(in billions)
16 3,351,000 20% 3.4
17 3,534,000 20% 3.6
18 3,676,000 20% 3.7
19 3,662,000 20% 3.7

To date, attempts at solving our nation’s
dropout problem have been expensive,
frustrating and largely unsuccessful. Our
continued failure means greater costs for
society:

e Fifty-two percent of high-school dropouts
are unemployed or receiving welfare
assistance. For this population of Ameri-
cans, welfare benefits and lost tax rev-
enues totaled $75 billion in 1987.7

e More than 80 percent of pregnant teenag-
ers are high-school dropouts.®

* Sixty percent of prison inmates are high-
school dropouts. The annual cost to
house an individual in prison is more than
$16,000.°
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The Commission believes that while the
sums of money it proposes for Youth Cen-
ters are not small, the costs are minimal
compared with the incalculable benefits to
be derived from a total population of ‘work-
ready’ individuals. The proposed system
makes it very difficult for individuals to slip
through the cracks — meaning that nearly
100 percent of our young people should
acquire the basic mastery skills necessary to
lead productive work lives.

Funding Technical and Professional
Certificates

If we had paid up to $5,000 for every 16-,
17-, 18- and 19-year-old to pursue education
beyond the Certificate of Initial Mastery in
1987-1988, the cost would have amounted to
$72.7 billion (versus roughly $36.5 billion
spent under the current system).

The Commission has suggested that the
National Center on Education and the
Economy conduct a detailed analysis of this
subject and explore ways to ensure that all
students have the financial means to pursue
this further education.

Given the anticipated economic benefits
to society, a strong argument can be made
that general revenues should be used to
finance this type of guarantee. The original
G.I. Bill is one example of how an initial
government investment can produce measur-
able benefits for many years. At a cost of
about $14 billion, the G.1. Bill provided
training and education for more than 7.8
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million World War II veterans. A recent
congressional study concluded that, of those
who used the entitlement to attend college,
the ratio of benefits to costs was a minimum
of 5to 1 and as high as 12.5 to 1. The study
also found that the additional taxes paid by
the college educated veterans during their
working lives more than paid for the pro-
gram.'

Another example of a high ratio of
benefits to.costs is found in quality pre-
school programs, such as Head Start. These
programs demonstrate that for every federal
dollar spent, $3 to $6 is saved in future social
services, welfare, unemployment and
remediation."

Other funding strategies could be used
to make the proposal ‘revenue-neutral.’

Individual Training Account: Indi-
vidual Training Accounts (ITAs) could be
established that would combine a voucher
system similar to the G.I. Bill with a savings
and equity based financing system analogous
to Individual Retirement Accounts (IRAs)."
Students would make tax-deductible contri-
butions and withdrawals to purchase training
and education. Most importantly, negative
account balances would be permitted while
an individual is enrolled in an education or
training program; repayments to the account
would begin once the individual began
working and would be spread over time.
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Training Surcharge on Personal
Income: A plan similar to the Individual
Training Account could permit an individual
to repay a four-year government-backed
education and training voucher over the
course of one’s working life. Payments
would take the form of a small surcharge
(less than one percent of personal income)
on one’s annual tax return.

Both the Individual Training Account
and the Training Surcharge would allow
young people to purchase education and
training when they need it and repay the
debt later. Also, both plans could be used
throughout one’s lifetime as an incentive for
further training. Employers as well as
employees could make contributions to an
Individual Training Account.

Skills Development Fund

The Skills Development Fund will be fi-
nanced through the federal training trust
fund. This trust will not require any General
Fund expenditures since it will be created
with revenues collected from the assessment
on every employer who chooses not to
invest in employee training. One percent of
the current United States payroll would
produce between $28 and $30 billion annu-
ally. Because a small percentage of compa-
nies already spend one percent or more on
training and more can be expected to do the
same as a direct result of the assessment, the
trust fund will total less than this amount in
the first year.
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Other Proposals

We recognize that our other recommenda-
tions have fiscal implications, including those
related to Technical and Professional Certifi-
cation, Employment and Training Boards and
the Certificate of Initial Mastery. But, in
relation to the costs just described, the
amounts are small and likely to be supported
by reallocating currently available resources
and drawing on the resources of the private
sector.

An example of how the Technical and
Professional Certification system can operate
is the Advisory Committee for Trade Negotia-
tions and its network of smaller industry
specific groups.

In the Trade Act of 1974, Congress
established a private sector advisory commit-
tee system to ensure that trade policy re-
flected United States commercial and eco-
nomic interests. The system consists of
approximately 40 committees with a total
membership of approximately 1,000 advi-
sors, who serve on policy, technical, sectoral
and functional advisory committees. Each
advisor represents a different industry or
commodity group.

All advisors, who are nominated by
their peers, serve a finite term without
compensation for their time or expenses.
With the exception of the initial selection
process and the staff support of a few
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government employees, there is no other
federal role and no budget outlay. The
committees meet regularly, are self-governed
and are considered prestigious and effective.

NOTES:

1. 1987-1988 public school enrollment for grade 11
was 2,935,615; 1987-1988 public school enrollment
for grade 12 was 2,680,843. Using the official 1987
and 1988 per pupil current expenditure averages for
grades K through 12 of $3,977 and $4,243 respec-
tively (based upon average daily attendance) one
can calculate a range of $23.1-$24.7 billion of total
spending for grades 11 and 12. The Commission
notes that per pupil expenses for secondary school
are greater than those for the elementary grades
(due to the costs of senior high school laboratories,
vocational programs and smaller class sizes). In
addition, some private secondary schools receive
revenues from Federal, state and local government
sources; however these amounts are minimal and
data are not available. Because the published data
do not satisfactorily measure the size or place of
enrollment, the Commission assumed that most
individuals benefiting from public vocational
monies would be counted in high school or in two-
year community college programs.

Source: National Center for Education Statistics;
“Digest of Education Statistics - 1989.”

2. The Commission counted all 18- and 19-year-olds
enrolled in all institutions of higher learning. In
1987-1988 this number was 2,696,652 or 21.1
percent of total post- secondary enrollment. (Those
individuals younger than age 18 who were enrolled
in these institutions totaled 207,085 or about 1.6
percent of all higher education students.)
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The Commission applied all federal, state and local
appropriations, including Pell Grants, to the
proportion of enrolled 18- and 19-year-olds (by
public, private, four-year and two-year institutions)
to produce a range of $7.8-$8.5 billion.

Source: National Center for Education Statistics;
“Digest of Education Statistics - 1989.”

3. The Commission used the United States Depart-

ments of Labor, Agriculture, Treasury and Health
and Human Services estimates of the proportion of
16- 1o 19-year-olds being served by government
programs. These proportions were then applied to
total program budgets.

4. By counting only government appropriations for

current student expenditures, the Commission
realized it was losing some federal, state and local
funds that ultimately do contribute to student
instruction, such as state incentive grants to students
and local scholarships. Due to the lack of detailed
data, the Commission chose to underestimate rather
than overestimate the figures.

5. 1989 unpublished data from the current population

survey, the Bureau of Labor Statistics, United States
Department of Labor.

6. The Commission used the United States average

dropout rate (as officially defined) of 20 percent to
calculate the anticipated costs of the Youth Centers.
The high-school graduation rate is another measure
that can be used. In 1989, the nation’s high schools
graduated about 71 percent of those students who
entered secondary school, according to the United
States Department of Education. Based on this rate,
the cost of educating 29 percent of today’s 16-year-
old population in Youth Centers (with an annual
per pupil expenditure of $5,100) would be about
$4.9 billion per year or $9.8 billion for two years.

7. Data from research conducted by the Multicultural

Prevention Resources Center, San Francisco and
published as an article “A Nation in Crisis: The
Dropout Dilemma,” by Byron N. Kunisawa in NEA
Today, January 1988.



8. Ibid.

9. 1988 data from the National Institute of Corrections
Information Center, Boulder, Colorado.

10. “A Cost-Benefit Analysis of Government Investment
in Post Secondary Education under the World War
II G.I. Bill,” a staff analysis prepared for the use of
the Subcommittee on Education and Health of the
Joint Economic Committee. December 14, 1988.

11. “The Preschool Challenge” by Lawrence J.
Schweinhart; High/Scope Educational Research
Foundation. 1985.

“Changed lives: The effects of the Perry Preschool
program on youths through age 19,” Monographs of
the High/Scope Educational Research Foundation,
by John R. Berrueta-Clement, Lawrence J.
Schweinhart, W. Steven Barnett, Ann S. Epstein &
David P. Weikart. 1984.

12. This concept is discussed in The High Flex Society
by Pat Choate and J.K. Linger. 1986.
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the AFL-CIO Building and Construction Trades
Department and a member of the General Board
of the AFL-CIO.

Anthony P. Carnevale

Anthony P. Carnevale is the Vice President of
National Affairs and Chief Economist for the
American Society for Training and Development
(ASTD) in Alexandria, Virginia. From 1987
through 1988, Mr. Carnevale was Chairman of the
Fiscal Policy Task Force for the Council on
Competitiveness. From 1981 to 1982, he was co-
moderator for the White House Conference on
Productivity. In 1978, Mr. Carnevale served as
the Government Affairs Director for the American
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Federation of State, County and Municipal
Employees (AFSCME). Prior to his work with
AFSCME, Mr. Carnevale served in the Congress as
a staff member in the U.S. House of Representa-
tives and the Senate. Mr. Carnevale’s government
service also includes work in the U.S. Depart-
ment of Health, Education and Welfare. Mr.
Carnevale was a co-author of the principal
affidavit in Rodriguez v. San Antonio, a landmark
Supreme Court case arguing for equal educa-
tional opportunity. Mr. Carnevale has authored
several books and monographs on training in the
workplace. Mr. Carnevale holds a Ph.D. from the
Maxwell School of Public Affairs of Syracuse
University. He is a member of the Board of
Trustees of the National Center.

Paul J. Choquette, Jr.

Paul J. Choquette, Jr. is President of Gilbane
Building Company in Providence, Rhode Island.
Appointed President in 1981, he is the sixth
consecutive family member to serve as President
since the company’s founding in 1873. Before
assuming his present role, Mr. Choquette served
as General Counsel, Vice President and Executive
Vice President at Gilbane. Currently, he also
serves as Chairman of the Board of Gilbane
Properties, Inc., a real estate development
subsidiary of Gilbane Building Company. Mr.
Choquette serves as a Trustee Emeritus of Brown
University and Vice Chairman and member of the
Board of Directors of the Rhode Island Port
Authority and Economic Development Corpora-
tion. He is also a past Chairman of the New
England Council. Prior to joining Gilbane, Mr.
Choquette served as legal counsel to then Rhode
Island Governor John H. Chafee for two years.

Richard Cohon

Richard Cohon is President of C.N. Burman
Company in Paterson, New Jersey. Mr. Cohon
also is an advisor to the President’s Commission
on Vocational Education. He serves as a member
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of the Board of Directors of the National Strategy
Information Center and the United Skills Invest-
ment Corporation and is a national advisor of the
Center for New Leadership. Mr. Cohon is a
member of the Association for Manufacturing
Excellence and the Young Presidents’ Organiza-
tion. He is Chairman and Founder of YPO’s
Manufacturing Project and Chairman of the
National Center for Manufacturing Sciences’
Education and Training Committee.

Badi G. Foster

Badi G. Foster is President of the AEtna Institute
for Corporate Education, a position he has held
since its inception in 1981. He is responsible for
corporate education programs in human re-
sources development, management, education,
business strategy and organization effectiveness.
Mr. Foster also oversees the Institute’s manage-
ment and consulting activities, educational
technology and research and AEtna’s educational
involvement with outside organizations. Prior to
joining AEtna, Mr. Foster held several positions at
Harvard University including: Director of Field
Experience Program, Graduate School of Educa-
tion; Chairman, Hispanic Study Group; Assistant
Director, J. F. Kennedy Institute of Politics; and
Visiting Professor in Afro-American Studies. He
has published a number of articles on business,
education and community development and
served in several public service capacities at the
Federal, state and local government level.

Thomas Gonzales

Thomas Gonzales is Chancellor of the Seattle
Community College District VI, the largest of 23
community college districts in the State of
Washington. As Chancellor, he also serves as
Chief Executive Officer. From 1981 to 1989, Dr.
Gonzales served as President of Linn-Benton
Community College in Albany, Oregon, and from
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1981 to 1989 was Adjunct Professor at Oregon
State University, School of Education. He was
appointed by Oregon’s Governor to serve on the
Board of the State Apprenticeship and Training
Council from 1985 to 1986. Prior to these
experiences, Dr. Gonzales was Campus Vice
President of the Community College of Denver,
Auraria Campus, Dean of Instruction at San Jose
City College and a consultant to the Wyoming
Higher Education Council. Dr. Gonzales is a
member of the American Association of Commu-
nity and Junior Colleges (AACJC) and is Vice
Chair of the AACJC Commission on Improving
Minority Education. He was a former member of
the AACJC Board of Directors and Chair of its
membership committee. While in Oregon, Dr.
Gonzales served on the Private Industry Council
(PIC), and now serves on the PIC Board in
Seattle, Washington.

Rear Admiral W. J. Holland, Jr., USN
(Retired)

Jerry Holland is President of the Armed Forces
Communications and Education Association
Educational Foundation, which sponsors scholar-
ships and provides professional training in the
disciplines related to defense command, commu-
nications, intelligence, computers and informa-
tion management systems. Rear Admiral Holland
served on active duty for 32 years, primarily in
nuclear submarines. He was a teacher and
supervisor of training at every grade including
command of the Navy’s largest technical training
facility, the Submarine School. He was the
United States Naval Academy’s first Director of
Professional Development, a department he
founded. Rear Admiral Holland has written on
submarine warfare, national strategic policy,
technical training and maritime affairs.
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James R. Houghton

James R. Houghton is Chairman of the Board and
Chief Executive Officer of Corning Incorporated.
Since joining Corning in 1962, Mr. Houghton has
served as European Manager, Vice President,
General Manager, Director and Vice Chairman
and was elected Chairman in 1983. Houghton is
past Chairman of the Business Council of New
York State and a member of The Business
Roundtable, Council on Foreign Relations and the
Business Committee for the Arts. He is also a
Director of Dow Corning Corporation, Metropoli-
tan Life Insurance Company, CBS, Inc., J.P.
Morgan Company and Owens-Corning Fiberglass
Corporation. He serves as a Trustee of the
Corning Museum of Glass, the Corning Glass
Works Foundation and the Metropolitan Museum
of Art in New York City.

James B. Hunt, Jr.

James B. Hunt, Jr. served as North Carolina’s first
two-term Governor, holding office from 1977 to
1985. Under his leadership, the North Carolina
School of Science and Mathematics, the Micro-
electronics Center of North Carolina and the
North Carolina Business Committee for Education
were all established. Governor Hunt chaired the
National Governors’ Association Task Force on
Technological Innovation, the Education Com-
mission of the States and its Task Force on
Education for Economic Growth that produced
Action for Excellence, one of the major education
reform reports of 1983. Now an attorney in
private practice with the firm of Poyner and
Spruill, he was a member of the Carnegie
Forum’s Task Force on Teaching as a Profession,
chaired the Planning Group that chartered the
National Board for Professional Teaching Stan-
dards and is currently Chair of the National
Board. He is also a member of the National
Center’s Board of Trustees.
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John R. Hurley

John R. Hurley is Vice President and Director of
Corporate Training and Educational Resources for
The Chase Manhattan Bank. Previously, he was
Director of Training at the Insurance Company of
North America and has held senior level human
resource and marketing positions at the Xerox
Corporation. Early in his career, he was a public
school teacher and school administrator. Cur-
rently, he is active on the Council for Continuing
Education and is the President of the American
Society for Training and Development.

John E. Jacob

John E. Jacob is President and Chief Executive
Officer of the National Urban League, Inc., a
position he has held since 1982. Author of a
weekly newspaper column, “To Be Equal,” which
appears in more than 600 newspapers, Mr. Jacob
has served as Executive Vice President of the
National Urban League, Inc. from 1979 to 1981
and President of the Washington, D.C. Urban
League from 1975 to 1979. He also acted as
Executive Director of the San Diego Urban
League from 1970 to 1975. Mr. Jacob began his
Urban League career in 1965 as Director of
Education and Youth Incentives at NUL in
Washington, D.C. During his tenure, the Urban
League has offered young people various
workforce training, skills development and
employability programs and has worked directly
with school systems to improve the school-to-
work transition. Mr. Jacob currently serves as
Chairman of Howard University’s Board of
Trustees and on the Boards of Local Initiatives
Support Corporation (LISC), New York Tele-
phone, Continental Corporation and Coca-Cola
Enterprises.

Thomas H. Kean

Thomas H. Kean is President of Drew University
in Madison, New Jersey. Prior to assuming the
presidency, he was Governor of New Jersey from
1981 to 1989. In 1987, Governor Kean chaired
the Republican Governors' Association. He was a
member of the Executive Committee of the
National Governors’ Association, Chairman of
NGA'’s Task Force on International Education and
is 2 member of the National Board for Profes-
sional Teaching Standards. He has also served as
Chairman of the Education Commission of the
States and was a member of the Carnegie
Forum’s Task Force on Teaching as a Profession.
Before being elected Governor, Governor Kean
served ten years in the New Jersey State Assem-
bly holding positions of Minority Leader, Majority
Leader and Speaker. In 1984, Governor Kean
was named Man of the Year by the New Jersey
NAACP. Before becoming involved in politics,
he was an American history high school teacher.
He is a member of the National Center’s Board of
Trustees.

William H. Kolberg

william H. Kolberg is President of the National
Alliance of Business, a position he has held since
1980. Prior to joining the National Alliance of
Business, he was Vice President for Public Affairs
of the Union Camp Corporation, President of
Kolberg & Associates and consultant to The
Business Roundtable. Before entering private
industry, he served as Assistant Secretary of Labor
and Administrator of the Employment and
Training Administration from 1973 to 1977. He
was the Assistant Director of the Office of
Management and Budget in the Executive Office
of the President from 1971 to 1973. Mr. Kolberg's
range of experience includes policy planning and
administration, national leadership roles in
employment and training, education and welfare
reform and authorship of national workforce
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quality initiatives. In 1970, he was the recipient
of the Distinguished Achievement Award of the
U.S. Department of Labor. He is the author of
Preparing Manpower Legislation and the editor of
The Dislocated Worker.

William Lucy

William Lucy was elected International Secretary/
Treasurer, the second highest national office, of
the more than one-million member American
Federation of State, County and Municipal
Employees (AFSCME), AFL-CIO, in 1972. A civil
engineer by trade, Mr. Lucy is Vice President of
the AFL-CIO Industrial Union Department, the
Maritime Trades Department and the Department
for Professional Employees. He serves on the
Boards of the African-American Institute, Ameri-
cans for Democratic Action and Commission on
Working Women. He is a member of the Na-
tional Leadership Conference on Civil Rights and
the National Labor Advisory Council of the March
of Dimes Foundation. He is President and a
Founder of the Coalition of Black Trade Unionists
(CBTU), an organization of union leaders and
rank-and-file members dedicated to focusing on
the needs of Black and minority group workers.

Margaret L.A. MacVicar

Margaret MacVicar holds the Cecil and Ida Green
Chair in Education at the Massachusetts Institute
of Technology, where she is Dean for Under-
graduate Education and Professor of Physical
Science. From 1983 to 1987, she was Vice
President of the Carnegie Institution of Washing-
ton. In 1979 she was Chancellor’s Distinguished
Professor at the University of California at
Berkeley. Dean MacVicar is Chair of the National
Science Foundation’s Advisory Committee on
Education and Human Resources and Co-Chair of
the National Council on Science and
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Technology’s Project 2061 of the American
Association for the Advancement of Science.
Professor MacVicar was a Trustee of the Carnegie
Foundation for the Advancement of Teaching and
a member of the Camegie Council on Policy
Studies in Higher Education. She is a member of
the Corporations of Charles S. Draper Laboratory
and Woods Hole Oceanographic Institution, a
Trustee of Radcliffe College and the Boston
Museum of Science, and a Director of Exxon
Corporation and W.H. Brady Co. Dean MacVicar
is a Fellow of the American Physical Society and
holds patents and is published in the field of
electronic materials

Eleanor Holmes Norton

Eleanor Holmes Norton, Professor of Law at the
Georgetown University Law Center, was ap-
pointed by President Carter as the first woman to
chair the Equal Employment Opportunity Com-
mission. As EEOC Chair, Professor Norton
administered Title VII of the 1964 Civil Rights Act,
the Equal Pay Act, the Age Discrimination in
Employment Act and Section 501 of the Rehabili-
tation Act and is highly regarded for her work in
developing equal employment law and policy.
Professor Norton is an authority on labor force
and employment matters, anti-discrimination
policy, family, education and poverty concerns.
She has co-authored a book entitled Sex Dis-
crimination and the Law: Causes and Remedies.
She has been named one of the One Hundred
Most Important Women in America, has received
53 honorary degrees and serves on the Boards of
the Rockefeller Foundation, the Martin Luther
King, Jr. Center for Social Change, Metropolitan
Life Insurance Company, Pitney Bowes Corpora-
tion and the Stanley Works Company.
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Karen Nussbaum

Karen Nussbaum is the Executive Director of
9t05, National Association of Working Women,
the leading membership organization for the
nation’s 20 million office workers. 9to5 combines
activism, research and public education to win
rights and respect for women who work in
offices. A former secretary herself, Ms.
Nussbaum has been organizing office workers
since the early 1970's and helped found one of
the first 9to5 chapters in Boston in 1973. Today
9to5 has over 14,000 members with 26 chapters
nationwide. She also serves as President of
District 925, a national union for office workers
under the Service Employees International Union,
AFL-CIO. Ms. Nussbaum has co-authored
Solutions for the New Work Force: Policies for a
New Social Contract and 9to5: The Working
Woman’s Guide to Office Survival.

Peter J. Pestillo

Peter J. Pestillo is Vice President of Corporate
Relations and Diversified Businesses for the Ford
Motor Company. He has responsibility for the
Company’s Employee Relations, Public Affairs
and Governmental Affairs Staffs, and for Ford
Aerospace Corporation and Ford New Holland,
Inc. Mr. Pestillo is a member of the Board of
Directors of Rouge Steel Company and Park
Ridge Corporation, parent firm of Hertz Corpora-
tion. He received his law degree from
Georgetown University and is a graduate of the
Advanced Management Program at Harvard
University.

Philip H. Power

Philip H. Power is Founder, Owner and Chair-
man of the Board of Suburban Communications
Corporation, a group of community newspapers
throughout Michigan and around Cincinnati,
Ohio. Mr. Power serves on the Board of Direc-
tors of the Michigan Growth Capital Foundation,
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the Power Foundation, the World Press Freedom
Committee and is a Trustee of the National
Center on Education and the Economy. He is a
member of the University of Michigan’s Board of
Regents, chairs the Michigan Job Training Coordi-
nating Council and is a member of Governor
Blanchard’s Cabinet Council on Human Invest-
ment and Commission on Jobs and Economic
Development. Mr. Power is widely recognized
for his highly regarded reorganization of
Michigan’s job training programs, as well as for
his development of an integrated labor market
policy for the state.

Lauren B. Resnick

Lauren B. Resnick is Director of the Learning
Research and Development Center and Professor
of Psychology and Education at the University of
Pittsburgh. In 1986, Professor Resnick was
President of the American Educational Research
Association and from 1979 to 1980 was President
of the American Psychological Association’s
Division of Educational Psychology. She has
been a member of the National Research
Council's Commission on Behavioral and Social
Sciences and Education, the Board of Trustees of
the Carnegie Foundation for the Advancement of
Teaching and the Educational Testing Service.
Ms. Resnick currently serves on the Mathematical
Sciences Education Board and on U. S. Labor
Secretary Dole’s Commission on Achieving
Necessary Skills (SCANS). Professor Resnick is
the founder and editor of Cognition and Instruc-
tion. She is a member of the Board of Trustees
of the National Center.
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Kjell-Jon Rye

Kjell-Jon Rye is a teacher at Bellevue High School
in Bellevue, Washington. A teacher in this school
since 1984, Mr. Rye established the Technology
Education Program, which includes instruction in
the following areas: robotics, lasers, computers,
aerospace and biomedical technology, construc-
tion, manufacturing, communications and trans-
portation technology and mechanical, electronic,
architectural and civil engineering. He is an
advisor to the Congressional Office of Technol-
ogy Assessment on issues relating to technology
and education of youth. Mr. Rye was a member
of the Washington State Advanced Technology
Advisory Board, which advised the Governor on
policies relating to the impacts of advanced
technology on education. He is currently a
member of the Technology Education Advisory
Council of the International Technology Educa-
tion Association and sits on the Editorial Board of
Educational Digest. He is currently on leave at
the Center for Educational Renewal at the
University of Washington working with Dr. John
I. Goodlad.

Howard D. Samuel

Howard D. Samuel is currently President of the
Industrial Union Department, a semi-autonomous
organization associated with the AFL-CIO. He
has had a forty-year career in the labor move-
ment. Prior to his role at IUD, Mr. Samuel was
Deputy Under Secretary of Labor for International
Affairs. In that position, he directed the Labor
Department’s Bureau of International Labor
Affairs and was responsible for international
activities. Mr. Samuel has served on various
commissions including: the National Manpower
Advisory Council, the Commission on Population
Growth and the American Future and the
President’s Commission on Competitiveness. He
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serves as Trustee of the Brookings Institution,
Martin Luther King Center, Work in America
Institute and the Council on Competitiveness and
is a member of the Defense Science Board.

John Sculley

John Sculley joined Apple Computer, Inc. as
President and Chief Executive Officer in 1983 and
was elected Chairman of the Board in 1986. Mr.
Sculley has led Apple to a top position in the
personal computer industry, focusing on technol-
ogy for business and education. Prior to joining
Apple, Mr. Sculley was President and Chief
Executive Officer of Pepsi-Cola Company. He is
the recipient of numerous awards, including
Advertising Man of the Year, the Joseph E.
Wharton Business-Statesman Leadership Award
and UCLA’s Anderson Graduate School of
Management Exemplary Leadership in Manage-
ment Award. Most recently, he was chosen CEO
of the Decade for Marketing by the Financial
News Network. Mr. Sculley serves on the Board
of the international Foundation for the Survival
and Development of Humanity, an East-West
cooperative effort on human rights, education,
arms reduction, energy and the environment. He
also serves on the SEI Board at the Center for
Advanced Studies and Management and on the
Board of Overseers, both at the Wharton School,
on the Board of Advisors at the Graduate School
of Business at Stanford University and on the
Board of Trustees at Brown University. Mr.
Sculley is the author of the best selling autobiog-
raphy, Odyssey, Pepsi to Apple. Mr. Sculley
serves as the Chairman of the National Center’s
Board of Trustees.
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William J. Spring

Since 1984, William J. Spring has been the Vice
President of District Community Affairs at the
Federal Reserve Bank of Boston. Prior to his
current role, Mr. Spring was a consultant to the
Federal Reserve Bank of Boston and President of
the Boston Private Industry Council from 1983 to
1985 where he was extensively involved in
setting up the Boston Compact. From 1977
through 1981, Mr. Spring was the Associate
Director for Employment Policy with the Domes-
tic Policy Staff at the White House. He is the
author and co-author of numerous articles on
employment policy as seen in The New York
Times Magazine, The New Republic, The Wash-
ington Post and The Boston Globe. Mr. Spring
authored a working paper for the National Center
entitled, “From ‘Solution’ to Catalyst: A New Role
for Federal Education and Training Dollars.”

Anthony J. Trujillo

Anthony J. Trujillo is Superintendent of the
Sweetwater Union High School District in Chula
Vista, California. Prior to becoming a Superinten-
dent, Mr. Trujillo was a teacher, principal and
administrator and has taught at the university
level. Mr. Trujillo served as Chairman of the
Educational Management and Evaluation Com-
mission for the California State Board of Educa-
tion from 1978 to 1980 and Chairman of the State
Commission on School Governance and Manage-
ment from 1984 to 1985. Currently, he is a
member of the San Diego United Way Board of
Directors.

Marc S. Tucker

Marc S. Tucker is President of the National Center
on Education and the Economy. He was princi-
pal author of the Center’s report, To Secure Our
Future: The Federal Role In Education. Prior to
the establishment of the National Center in
January 1988, he was Executive Director of the
Carnegie Forum on Education and the Economy.
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Mr. Tucker served as Staff Director and principal
author for the Forum’s report, A Nation Prepared:
Teachers for the 21st Century. Mr. Tucker serves
as 2 member of the Board of Visitors of the
College and Graduate School of Arts and Sci-
ences at Wake Forest University, the Board of
Visitors of the University of Pittsburgh’s School of
Education and the Board of Directors of the
National Alliance of Business Center for Excel-
lence in Education. Mr. Tucker is also a Profes-
sor of Education at the University of Rochester.

Laura D’Andrea Tyson

Laura D’Andrea Tyson is Director of Research at
the Berkeley Roundtable on the International
Economy (BRIE) and Professor of Economics at
the University of California at Berkeley. She was
a visiting professor at Harvard Business School
during the 1989 to 1990 academic year. Prior to
joining the faculty at the University of California,
she was an Assistant Professor of Economics at
Princeton University. She is a member of the
Cuomo Commission on Trade and Competitive-
ness, the Leadership Council of Rebuild America
and the Council on Foreign Relations. She has
served as a consultant to the President’s Commis-
sion on Industrial Competitiveness, Council on
Competitiveness, Western Governors’ Association,
World Bank, the Office of Technology Assess-
ment and RAND Corporation. Ms. Tyson has
written numerous books on the economics of
competitiveness including: American Industry in
International Competition (1983), The Dynamics
of Trade and Employment (1988) and Politics and
Productivity: The Real Story of How Japan Works
(1989). She is currently working on a book on
trade policy for the Institute of International
Economics in Washington, D.C.
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Kay R. Whitmore

Kay R. Whitmore is Chairman, President, and
Chief Executive Officer of Eastman Kodak
Company in Rochester, New York. He began his
career at Kodak as an engineer in film manufac-
turing in 1957. Mr. Whitmore serves as a mem-
ber of the Board of Directors of The Chase
Manhattan Corporation, The Business
Roundtable, the Business Council of the State of
New York, the University of Rochester and the
International Museum of Photography at the
George Eastman House. He is Chairman of the
Industrial Management Council of Rochester. He
is also a member of the National Center’s Board
of Trustees.

Alan L. Wurtzel

Alan L. Wurtzel is Chairman of the Board and
former Chief Executive Officer of Circuit City
Stores. Under his leadership, Circuit City has
become the largest and most profitable specialty
retailer of brand-name consumer electronics and
appliances in the United States with sales in
excess of $2 billion. Prior to joining Circuit City
Stores, Mr. Wurtzel was a Washington, D.C.
attorney. From 1986 to 1988, Mr. Wurtzel served
as President of Operation Independence, a
nonprofit organization whose goal is to assist
Israel to become economically independent.
Currently he serves as a member of the Board of
Visitors of Virginia Commonwealth University,
Trustee of Oberlin College, Director of Office
Depot (the nation’s largest office speciality retail
store chain), Washington Project for the Arts and
the Greater Washington Educational Telecommu-
nications Association, which operates the public
radio and television stations in Washington, D.C.
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