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WASHMINGTON
‘February 25, 1994

MEMORANDUM FOR LARRY KATZ

- FROM: PAUL DIMOND
SUBJECT: UNDER- AND UNEMPLOYMENT OF AFRICAN-AMERICAN
MALES

Thanks for your call this morning. Let me know how I can help in drafting a set of
shorter term and long range options for consideration by Bob and Carol..

Enclosed for your review are two brief papers from Bill Dickens of the CEA and Bill
Spriggs of NCEP with their take on these issues and their own sets of Opnons, some of which
were not discussed last mght ~

Could you also think about a couple of other options:

e combining an anti-discrimination campaign in employment (including the use of
testers) with an affirmative education and networking campaign to connect qualified
minorities with available jobs throughout the local labor markets?

® vigorous minority business promotion (where the statistics reflect a greater
willingness to hire black males)?

At an appropriate point it might be worth exploring these issues with Duval Patrick, Drew
Days, and Chris Edley (all of whom have substantial experience with employment
discrimination and minority business issues), and with Tim Bates| P6/b(6) |who has
done considerable work on the relationship between minority business and minority hiring).

On the issue of values and behavior, given the much higher employment rates for
African~American males who are married, is there a sensible long-term strategy that would
encourage marriage and discourage out-of-wedlock births? I know the cause and effect
problems here, but if there is a way to influence this dynamic, it could benefit both parents
and their children -- perhaps, helping to end welfare and black male unemployment as we
know it? I recently had a conversation with Greg Duncan (the dean of poverty research,
much like Richard Freeman is the dean of black employment research): he has moved from a
defense of the efficacy of income redistribution in Europe and Canada to a much "tougher"
opportunity and responsibility approach as the more effective means to reward work and to
encourage upward mobility for all in the new, globally competitive new economy. In
thinking through possible longer term strategies, it may bc worth exploring these issues more
fully with Bill Galston and Greg.
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How to Address Inner-City Labor Market Problems

Bill Dickens, CEA

Although research has developed a fairly good picture of the
causes of inner-city problems, our policies fall short of
effectively addressing these causes. We have in place, or are
developing, tools which might solve these problems, but unless we
explicitly recognize the role these policies could .play, and
emphasize that role in our implementation, they will not be
effective.

The Important Causes of Inner~City Labor Market Problems

Huge numbers of jobs were created in response to the increased
labor supply of women and others over the last two decades. Why:
aren’t jobs created for people who live in inner-cities? Research.
suggests that it is because the labor is not effectively supplled.
There are three reasons for this:

. Studies show that the best way to get a job is through
personal contacts ~-- to find a job good job it helps to know
someone who has one. In areas of concentrated unemployment,
too many unemployed people are forced to rely on the contacts
of too few employed people. ’

] Schools and other social institutions in areas of concentrated
poverty do not adequately prepare young people for work.
Young people in these environments are likely to lack both
formal skills (such as literacy and numeracy) and affective
characteristics (how one should behave at work) necessary for
employment.

L] Employment and housing discrimination continue to 1limit
opportunity and act as disincentives that keeps people from
acquiring job skills. Recent studies using matched pairs of
black and white testers have demonstrated the significance of
hiring and housing discrimination.

The problem is not a lack of jobs in the inner~-city -~ few
people work in their own neighborhoods. Studies consistently find
no link between location of jobs and neighborhood unemployment
rates. This is not surprising when one considers that areas of
high and low unemployment are often across the street from each
other. Programs which have attempted to provide transportation to
jobs for inner-city workers have generally been failures. The few
that have had limited success not only provided transportation, but
also arranged job interviews (thus solvmng the problem of lack of
connections).



What Can Be Done?

]

Two strategies have been shown to work:

organize communities. Highly organized communities -- such as
Washington D.C.’s Kenilworth-Parkside =-- have been able to
overcome problems of crime and unemployment by concerted
community effort. Community organizations directly address
the problem of helping people prepare for work and also help
organize employment services. Kenilworth-Parkside operates
its own employment agency. Unfortunately, the success stories
seem highly dependent on the energy of a few committed people
(such as Kenilworth-Parkside’s Kimi Grey), so it is not clear
what we could do to encourage this on a large scale. still,

our policies should fac111tate' rather than hlnder such
initiatives. X

Break Up Concentrations of Poverty. Low income families are
much better off when they are not economically isolated.

~ Studies of Chicago’s court ordered public housing
desegregation, and differences in 1life outcomes .between

residents of high concentration central city public housing
and low density housing show this. Integration into middle
income communities solves both the problems of job contacts
and job readiness. A wide range of housing, urban and labor
market policies could be used to help break-up concentrations
of poverty, including accelerating the growth of the housing
vouchers program, and improving incentives for the private
construction of mixed income housing. Such a "quiet" approach
to housing desegregation could work where construction of
public housing would be politically impossible.

- These strategies would be complimented by two additional efforts:

Action to reduce the effects of discrimination. More vigorous
enforcement of anti-discrimination law is needed to increase
the effects of other policies. Studies of who hires minority
workers suggest that the development of more minority
businesses would improve minority employment prospects.

Help People Make Connections. The job placement company
America Works shows that a short program of motivation, and
training in basic job decorum, can effectively prepare long-
term welfare mothers for successful employment at good
companies. By initially offering workers to firms on a
temporary basis America Works gives firms the opportunity to
try workers out before they buy. These elements could be
built into the welfare reform and any Administration jobs
program. The development of other programs that could help
connect people to the labor market -- such as school-to-work -
- should be followed to be sure they serve the populatlons
that need the connections most.
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NATIONAL COMMISSION FOR EMPLOYMENT POLICY
. 1522 K Street, NW, Suits 200
Washington, D.C. 20006
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MEMORANDUM FOR Paul Dimond
Director 1o National Economic Couneil

FROM: William Spriggs  ~
Dircctor-designate .
RE: Disparate Unemployment Rate of Black Males .

This is in response to our conversation, Tuesday, February 15. Since that conversation, Tony
Camnevale and I have talked about this issue, and the NEC's concem as he understands it. ] am
very interested in this issue, and would want to be as involved sk much as I can with it. Tam
very familiar with the scholarship in this area, and with the players representing the constituency.
I hope there is room for me to play a 1ole.

'You asked for a brief memo outlining the problem of unemployment for African American males -
as I see it. Let me preface this with my belicf that I think the problem as most olien discussed
has incorrectly been on the go-called "undercalss.” This focus is too narrow because the
deterioration in labor market outcomes for African American malcs, particularly young adults,
has been across the educatinn, income and location gpectrum. A solution aimed at only onc ond
of the income distribution is ‘therefore ignoring the broader: trend And, 1 believe the broader
trend is the greater danger.

The disparily in African American and white male unemployment rates is not new. So_a policy
issue is to understand the persistence in the gap. Yet a more important policy quastion 1t why
the gap in the economic fortunes ol African American and white males grew in the 1980s.
During the 19703, the ratio of unemployment for adult male African Americans to whites was
2.2, and in the 1980s grew to 2.4. This was despite a dramutic increase in the educational
attainment of African Amencan men oomparcd" with whites.’

A reason for the difference in the 1980s and 19705 mey bc found in the weaker relauonslup
berween the unemployment rate of adult male African Americans and general economic growth
than is true for white males. My own work on this, using spectral analysis, shows that thé
correlation between quarterly unemployment ratas and the quarterly growth rates of GDP are
lower for African American men than whites for economic cycles of every length. This suggests
@ structural reason can explain the gap in unemployment rates,
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Examining the vowing disparity in wages for African American and white men, after controlling
for differences in education and rexion, reinforces the argument for a structural reason. Studies
using cross-sections of individuals from the Current Population Survey by William Rodgers
(College of William and Mary), and John Bound (University of Michigan) and Richard Freeman
(Harvard) show that the gap grew most for the starting wages of college educated men. An
analysis of longitudinal data from the Panel Study for Income Dynamics by Steven Rore (here
at the Commission) shows that for prime workmg—tge, col!ege-educmd men, African Americans
were almost twice as likely as whites to suffer s loss in income from the start to the end of the
1980s. Looking at high school graduates, David Hewell (New School) found that from 1979 o
1989 the change in the industry and occupation mix of high school graduates wus less
unfavorable to young white males (ages 19-35) than to African Americans. Young white high-
school-educated men were much more successful in increasing their share of the dynamic sectors
of the economy, while Afncan Americans lost employment share in two of the three most
dynamic sectors. .
An argument can be made that the cconomy changed in the 1980s. That could be the case, based
on the changes that occurred between the 19705 and 1980s in unemployment rates, and wages
in the general economy. If the change is a structural change, then the data suggest that the
change was accompanied by barriers that denied African Americans access to the new dynamic
sectors of the economy. That would not be new. It would follow history, as in the economic
transformation &t the rum-of-the-century from agriculture to manufacturing,

1 think that other reasons, most often connected 1o “underealss” issues are clearly insufficiont in
explaining the 1980s. As you and I discussed, the spatial mismatch theories appear hollow.
First, the gap in unemployment between suburban blacks and whites, and central city blacks and
whites are sbout the same. Second, that gap between the fortunes of inner-city and suburban
blacks was constant during the 1970s and 1980s, with only some cyclical variation. So, there
is little support that the growing gap between African American and white males is the result of
central city woes. 4

The skill mismatch theories are not clearly better. The most alarming changes occurred within
educational and skill groups. Further, the human eapital of African Americans compared with
whites improved dramatically from the 1970s to the 1980s. ' The most dramatic increase was
among young workers. Dropout rates among African Americans declined dramatically, and
standardized test scores made grest improvements among high school graduates. Yet the gaps

ings grew for the youngest Alsican American cohart. There is some evidence, though not
without controversy, that a possible explanatiun is that the returns to cognitive skills as measured
by standardized test scores increased more rapidly than the average test scores of blacks. A
difficulty with that explanation is that the eamings gap between black and white workers grew
till the late 1980s, and then (during the recession) reversed itself.

Strategies assuming that the barriers are benign, and represent "statistical discrimination,* beg t00

many questions. Most imponant, this does not answer why common percoptions of human
capital diffcrences would persist when human capital differences have narrowed drematically.
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Strategies assuming an “underclass” explanation will have difficulty because they assume human
capital differences are the problom when those differences are so small, while the economic
outcomes are so vastly different. Such a strategy ignores the work of Robert Havemen and
Barbara Wolfe (University of Wisconsin), and Cecilia Rouse (Princeton) showing that African
American youth are already significantly more likely than similar whites to finish high school,
and having finished high school to attend college. Given the already higher drive by African
Americans for more education, the higher unemployment rates for black college graduates (in
1993, for those under 24, black college gradustes had an unemployment rate of 11.3% versus
s 7% for white college graduates and 11.0% for ail whites 16 to 24 not enrolled in school) may
make it difficult to succeed in closing the college attendance gap. - The dropout gap is already

. small, again because of the higher drive by African Americans for education. Closmg that gap
can best be achieved by closing income gaps among parents.

I think that an effective strategy is to expand along the wm'k of David Howell. Identify those
industry and occupotions that are growing, and have declining shares of African American
workers and target them for affirmative action efforts. Further, combine the technology policies
of the Administration to those efforts. I fear that other policies not done together with this one
will not sttack the problem head-on, and may lesve people disillusioned sbout the efficacy of
federal efforts. .



EXECUTTIVE OFFICE O F T HE PRESIDE

24-Feb-1994 04:31pm
TO: Rosalyn A, Miller

FROM: Elgie Holstein
National Economic Council

SUBJECT: Dinner Tonight

R -- For Carol’s information, following is the final list of
particpants for tonight’s dinner. As per my discussion with
Sylvia, Carol is referenced as co-hosting the dinner with Bob.
Call me with any questions.

i

i

February 24, 1994 -

!
MEMORANDUM FOR RUBIN/RASCO DINNER PARTICIPANTS

MEMORANDUM FROM: ELGIE HOLSTEIN, NEC
SUBJECT: Participants List

i

Bob Rubin and Carol Rasco are hosting a dinner/discussion tonight
in preparation for the G-7 Jobs Conference in Detrcit. The
subject of the discussion is black male unemployment. The dinner
will be held in the Monticello Room of the Jefferson Hotel at
1200 16th Street, NW. Following is a list of expected
participants. - '

Administration Officials

Secretary of Commerce Ron Brown

Labor Department:
Larry Katz, Chief Economist
Bernard Anderson, Asst. Secy, Employment Standards Administration

National Economic Council:
Bob Rubin, Assistant to the President for Economic Policy
Gene Sperling, Deputy Assistant to the Pre51dent

for Economic Policy



Paul Dimond, Special Assistant to the President
for Economic Policy

Domestic Policy Council: ,
Carol Rasco, Assistant to the President for Domestic Policy
Bill Galston, Deputy Assistant to the President

for Domestic Policy :

David Ellwood, Assistant Sec’y for Poliéy & Evaluation, HHS

Qther Guests

Richard Freeman, Harvard University g
Harry Holzer, Michigan State University .
Ronald Mincy, Ford Foundation, NY j
Hugh Price, Rockefeller Foundation, NY |
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EXECUTIVE OFF I C;E OF T HE PRESIDE

|

23-Feb-1994 05:40pm

TO: Sylvia M. Mathews ;

TO: Linda J. MclLaughlin

TO: Rosalyn A. Miller ;

FROM: Elgie Holstein !
National Economic COun011

CC: Paul R. Dimond :

CC: David J. Lane i

!

SUBJECT: Thursday Diﬁner: Bﬂack Male Unemployment
!

Following is the final list of confirmed quests for the dinner
tomorrow night on the subject of black male unemployment.
Unfortunately, Secretary Reich will not be able to attend.

' 1

The count is 14. ;

Administration Officials -- Confirmed

1

Labor Department: |
Seeretary-Reieh- l
Larry Katz, Chief Economist, Labor Dept.
Bernard Anderson, Asst. Secy, Employment Standards Administration
National Economic Council: ‘
Bob Rubin, Assistant to the President for Economic POlle
Bo Cutter, Deputy Assistant to the Pre51dent for Economic Policy
Gene Sperling, Deputy Assistant to the Pre51dent

for Economic Policy ;
Paul Dimond, Special Assistant to the President

for Economic Policy 5

i
t

Domestic Policy Council: |
Carol Rasco, Assistant to the President for Domestic Policy
Bill Galston, Deputy Assistant to the President

for Domestic Policy i

A}

David Ellwood, Assistant Sec'y for Policy & Evaluation, HHS
1
|
[

Other Guests -~ Confirmed

§
|
i
t
i
|
|
I

i
i



K% 4

Richard Freeman, Harvard University

Judy Gueron, Manpower, Demonstration, ahd Research Center, NY

Harry Holzer, Michigan State University,

Ronald Mincy, Ford Foundation, NY

Hugh Price, Rockefeller Foundation, NY |

QGYL Bcovea (witd be {em;)

+
+

i

|
j
i
i
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MEMORANDUM

TO: CAROL RASCO |
BOB RUBIN
BILL GALSTON
GENE SPERLING

FROM:  LARRY KATZ = £N_

'SUBJECT: Background Materials related '\Black Male Unemployment “ﬁgﬁJ

DATE: February 18, 1994 :
In preparation for th tentatively scheduled (} \&QUJA
for next week, I attach some background '-adlng summarizing

research on the black male employment problem and evaluations of dﬂﬁf>/

the efficacy of programs to serve dlsadvantaged youth and adults.
The following materials are included: %

Lawrence Katz, "The Labor Market and‘the Disadvantaged, "
U.S. Department of Labor, testimonyJ December 1993. O&QEWMAQQ

Harry Holzer,’"Notes'on Young Blacijale Employment, " Uﬁf%ﬂuﬁ
Michigan State University, February |1994. ~

Ronald Mincy, "Introduction," in R. Mincy, ed., Nurturing .+0
-Young Black Males, Urban Institute, ,forthcoming 1994. *UuméJ

U.S. Department of Labor, Office of !the Chief Economist;
draft executive summary to "The Effectiveness of Tralnlng
and Employment Services," February 18, 1994.

U.S. Department of Labor, Office of |the Chief Economist,
“"Alleviating Unemployment Among the |[Disadvantaged: Using the
CCC and other Public Jobs Programs of the New Deal as a
‘Model for a New Jobs Initiative."

Harry Holzer, "Black Employment Problems~ New Evidence, 0ld
Questions," Michigan State Unlver51ﬁy, November 1993.°




THE LABOR MARKET AND THE DISADVANTAGED

Statement of Lawrence Katz
Chief Economist
U.S. Department of Labor
before the .
Committee on Ways and Means
Subcommittee on Human Resources
House of Representatives | -

December 7, 1993
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Mr. Chairman and Members of the Committee, thank you for the opportunity to appear before

your Committee today as part of your hearings on Children and Families at Risk in -'Deteribrating

Communities. | am very pleased that you have provided me xéf'rth_the opportunity to discuss iﬁe
cauées and effects of recent adver;se labor market trends affectiniq low-skilled workers. An
underétanding of the nafure of the labor market conditions facihgg disadvantaged individuals is ‘crucial
to the formulation of effective policies to improve their employmer%t and earnings prospects and to

revitalize the economic and social conditions of high-poverty communities.

INTRODUCTION

The economic and social well-being of disadvantaged American youths and young adults -
* those with limited education or skills, from poor families and impoverished neighborhoods, and from
minority backgrounds -- has deteriorated substantially over the Iaft twenty years

o The real wages of the young and less-educated plummeted breaking the historic
" pattern of rising earnings for American workers at all skill levels. In the early 1990s the
real hourly pay of recent male high school graduates was more than 20 percent below
that of recent graduates twenty years earlier; the dechne in pay of young high school
dropouts has been even more extreme. !

o More and more disadvantaged young men and ybung women are *idle,” not in school, -
_ working, or looking for work. Approximately 50 percent of out-of-school young
Americans (those age 16 to 24 years) without a hagh school degree are currently not
employed. And more than 70 percent of young black high school dropouts are
currently not employed. Many of these out-of-school youths are persistently out of
work and have the potential for being permanentty lost to the legitimate economy.

o] The proportion of young men in trouble with the law has increased dramatacally
Almost 700,000 young men from 16 to 34 years of age were incarcerated in 1989,
Richard Freeman of Harvard estimates that approxnmately 50 percent of 18-34 year
old, black male, high school dropouts-had cnmmal records in the late 1980s. No other -
developed country faced such levels of cnme among its youth (Freeman, 1991)

0 - Homicide, drug abuse, and the AIDS ep:demic are taking a rising toll on
disadvantaged youths

o A smaller propomon of young disadvantaged Amencans are marrying and forming
families. Those that do are increasingly poor as are their ch;ldren

o The low incomes, high joblessness, and social pathologies of young Americans mean
that many have problems obtaining the basic nec;ess‘rties. Even during the late 1980s .
boom, the number of homeless families headed by young women grew, while the
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weakened economy of early 1990s increased the pproportion of the young dependent
on food stamps and welfare. -

v

Not every indicator of the lives of dusadvantaged youths and young adults shows deterioration,
" but the overall pucture is gnm. A large proportion of the young women and young men who are the
future of the country -- the workeks of the 21st century - are in tr?uble. | |
What caused the deterioration of the economic and sociaIi lives of disadvantaged youn;;
._Ahericans? What must be done -- by youths and their farnilies, by local cbmmunities, by employers,
by the Federal government -- fo restore the American dreem to the disadvantaged? .These are
extremely hard questions involving complex individual and social behavior to whieh no one has
definitive answers. In this testimony, | will try to briefly 3ummarize wnat has been learned from
research on how bfead economic forces appear to.nave twisted the labor market against the less-
skilled and the disadvantaged. | will then d:scuss how these labclr market shifts have affected the
economic and soc:al conditions faced by young Americans in dnstressed communities and some of
the implications for the design of strategnes_ to Improve these conditions. The Losing Generations
report by the Panel on Fiigh-Risk Youth of the National Fieseareh Council, wnich will be discussed in
detail by your panel of experts, provides e much more coﬁprehe nsive picture of changes in 'the
sett%ngs in which high-risk adolescents live and of what is known about how these changes have
translated into deteriorating socioeconomic outcomes.

A

THE NATURE AND LIKELY CAUSES OF RISING WAGE INEQUALITY

Family income inequality increased substantially in the United States over the last twenty years

especially during the 1980s. The real incomes of the bottom forty percent of families were no higher
atthe end of a long economic expansion in 1989 than erre ihe ill':comes of the bottom forty percent of
. familiee a eecade earlier. In contrast, ‘the incomes of the upper 20 pefeent of families Were almest 20
pereem higher in 1989 than tnese of anélogous families in 1979. These differencee did not narrow in

the early 1990s.
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Tﬁe enormous disparities in the fortunes of American families in recent years largely have
been associated with labor market _changes that have increaséd overall wage inequality and altered
the wage structure in favor of more-educated and more-skilled workers. Recent broad ichangeé in the
- U.8. wage structure can be summariied as follows:

o] From the 1970s to the early 1990s wage dispersiqn increased in the United States to
- levels greater than at any time since 1940. The hourly earnings of a full-time worker in
the g0th percentile of the U.S. earnings distribution (someone whose earnings
exceeded those of 90% of all workers) relative to a worker in the 10th percentile
{someocne whose earnings exceeded those of just| 10%. of all workers) grew by 20
percent for men and 25 percent for women from 1979 to 1989. The gap increased
further in the early 1990s. S

o] Pay differentials by education and age increased. ]The college/high school wage
' premium doubled for young workers with weekly wages of young male college
graduates increasing by some 30 percent relative to those of young males with twelve.
or fewer years of schooling. In addition, among workers without college degrees the
wages of older workers rose relative to those of younger workers. The only earnings
differential that fell was that between men and women, which dropped by 10 percent
or so in all education and age groups in the 1980s. '
o) Wage dispersion increased within demographic and skill groups. The wages of
individuals of the same age, education, and sex, workmg in the same industry and
occupation, were more unequal in the early 19903 than ten or twenty years earlier.
Much of this increase took the form of greater wage d|fferent|als for *similar* workers
across establishments in the same industry. 1
in summary, both one’s labor market 'connectionsf and one’s formal educational qualifications
appéar to matter more for one’s earnings today than in-the past. Those from disadvantaged
backgrounds are increasingly handicapped in the labor market on both of these fronts.
Since these changes in the wage structure occurred in a peﬁod of stagnation in overall real wage
growth, the less-educated and less-fortunate suffered substantial real earnings losses relative to
analogous individuals one or two decades earlier'; The sharp rise in educational wagé differentials
started in the early 1980s. But the pattern of overall rising wage inequamy, Qrapidly expanding within
group inequality, and declining real earnings for the less-skilled has been apparent for twenty years.
What explains rising wage inequality in the United States? Most researchers conclude that the
major cause of rising wage inequality and increased educational wage differentials since the 1970s is

a strong secular shift in relative labor demand favoring more-educated workers and those with
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problem-solving skills (e.g., Bound and Johnson, 1992; Freeman and Katz, 1993; Katz and Murphy,
1992; Levy and Murnane, 1992; yand.' Murphy and Welch, 1992). This.lfelative demand shift has been

the result of technological changes favoring more-educated labor)inside almost every sector in the

econémy and \sectoral shifts in empldymém- away from sectérs that have traditionally provided high-
wage opportunities for less-educated wérkers. The supply side also played some role in‘ the 1980s
aé the historic downward trénd in the relative supply of less educated young workers _weakeﬁed, due
to the decrease in ihé rate of growth of the college graduate share of workers, and aﬁ. infiux of

‘ immigrants with less than a high school education. The decline in unionization also appears to have
contributed to a widening wage gap between moré-gand less-educated workers. -

Shifts in relative labor demand against the less-skilled are generally viewed as the key to
understanding rising wage differerifiéls. In fact, fdr many yeérs the industﬁ'al and occupational
distribution of U.S. employment sh.ift‘ed in favor cﬁ col[ege graduatés relative to .ﬁo'q-cdllége workers
and in favor of wdmen relative to'mén. Employment fell in goods:producing sectors that employ many ‘

blue-collar males and expanded in professional, medical, and business service sectors that employ
« N

many college' graduates and in service industries that hire relatively many women.A The loss of'high~
wage, blue-collar jobs in goods-producing sectors may account for as much as one-quarter to one-
third 'of ‘the’increase in the college/high school wage differgéniial for males during the 1980s
(Blackburn, Bloom, ahd Freeman, 1980; Bound and Johnsori, 1992). One should not, however,
exaggerate the role played by the shift in employment from goods to services. Most of the change in
the job structure occurred within detailed iﬁddstries, where firms increased their usage bf more-
e_ducated workers relative to less-educated workers. These changes largely :reﬂec_t chan_ges in
technology and the organization of Wérk. ‘ | |

The increased intemnationalization of the U.S. economy has also contributed to changes in

. [ v
tabor market conditions for more- and less-skilled workers. In the 1980s, trade imbalances augmented
the nation’s implicit supply of less-educated workers, particularly those with less than a high school

education (Borjas, Freeman, and Katz, 1992). .Many producﬁon and routine clerical tasks can be more

o
®
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easily transferred abroad than in the past. But one also should not overstate the fole played by
globalization. The increased implicit supply of Iess-educated workers arising from trade deﬁcits:
perhaps accounts for as much as 10 to 15 percent of the rise in the college/higﬁ school wage
differential fforp the late 1970s to the mid-1980s. By contrast, balénced expansion of international
frade in which growth in exports matches the growth of imports has had fairly neutral effects on
relative labor demand. | | |
Pi'obably the most critical factor raising demand for more skilled wdrkers relative to less skilled
workers is téchnological change that favors skills. In the 1980s, the increased use of microcomputers
and computer-based technologies shifted demand tc;ward the more-educated. In manufacturing
increases in the relative employment of r‘nore-educated workers were positively correlated with -
investment in computer techno’logies‘and R&D intensity (Bermaﬁ, Bound, and Griliches, 1994). A
* substantial wage premium for workers who-use computers on their jobs explains a substantial part of
increases in the college wage premium (Krueger, 1993). Whether'because of computerization or other

causes, the pace of within-sector relative demand shifts favoring more-skilled workers accelerated in

,the 1980s (Berman, Bound, and Griliches, 1994; Katz and Murphy, 1992).
4 . But demand shifts are not the whole story. If changes in éemand were all that drove wage |
differentials between more and less educated workers, thos_e differentials would have risen in the ‘
1970s. In that decade, as in the 1980s, relative demand shifted fowa_rd college gradpates against less
éducated workers (though there was no trade deficit jn the 1970s). but educational differentials
actually fell in the 1970s.

One reason for the difference in the trend in wage differentials between the 1970s and the

1980s is found on the supply side of the market. In the 1970s the|relative sdpp!y of college graduates
grew rapidly, the result of the baby-boom cohorts who enrolled in college iﬁ the late 1960s and earty
1970s in response io high rewards to cbllege—going and fear of Qeing drafted for the Vietnam War.
The growth of supply overwhelmed the increase in demand for more educated workers, and the

“retumns to college fell. in the 1980s, by contrast, the growth of the relative supply of graduates
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diminished, due to baby-bust coﬁorts and the lower retum to colngegoing of the 1970s, Katz and
Murphy (1992) estimate that the growth of the relative supply of 'r.%ollege-equiyalent' to *high-school
equivalent* workers declined from a 5 percent annual rate from 19%71 to 197§ to a 2.5 percent annual
rate from 1978 to 1987. | |

Immigration into the United States in the 1980s also potentially contributed to rising inequality
by bringing many less educated workérs into the labor market. Tpe skill distribution of néw
immigrants to the United States in the 1980s was bimodal. Many timmigrant'work:s:rs: came with
college degrees. But many from developing countries came with ‘Iittle formal schooling, whi#:h may
have adversely affected the market for native-born Ameﬁcans with limited schdo!ing, those who failed
to graduate from high school {Borjas, Freeman, and Katz, 1992). lmmiération did not have a major
effect on overall changes in the wage structure but it probably added a small increment to the poor
outcomes for rion-imrﬁigram Americans without high school dégre%.

In sum, sizeable and accélerated demand shifts favoring tlle more-eduéatle)d and reduced
gfowth in the relative supply of the more-educated combined to ir{creése wage inequality in the 1980s.

The massive college-education-wage premium of the 1980s and early 1990s has contributed to a

l
i

sharp increase in college enrollmenf rates in recent years despite :sharply rising tuition costs. This will
accelerate the growth in the relaﬁve subply of college graduates Il’l the future, Bm relative demand
shifts against the less-educated are IikeIQ to continue at a rapid raie.
Even in t‘he United Staies, where market forces have great‘k leeway to determipe wages,

institutional factors also played arole in raising inequality. A matjc)ir institutional factor that affected the
U.S. wage structure is the decline of unionism. Consider, for example, what happened to young blue
collar men in the 1980s. The propomon who were in unions fell by some 15 percentage points while
the percentage of young white collar men in unions was roughly constant (and fow). Thus 15% of the
less skilled lost the 20-25% wage advantage associated with umomsm, the lower dispersion of wages

found in union work places, and the greater provision of pensions 'and other fringe benefits under

unionism. Some researchers estimate that by itself the precipitous 1980s drop in the union share of
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the work force explains one;ﬂfth of the rise »in wage differentials or, overall dispersion arqor’ug men
(Blackburn, ’Bloom, and Freeman, 1990; Freeman, 1983; Card, 1992). | |

Strong shifts. in relative labor demand favoring the more_-skilled ﬁave created pressures
towards rising skill differentials and wage inequality in all advanceg industrial countries, During the
1980s, the countries with the most decentralized wage-setting sysgtems and least structured pathways
from’schoel-to-work for non-college individuals — the United Sfates and the United Kingdom - had
exceptionally large increases in wage inequality and wage differenitials by skill. Most other developed
countries had only moderate or slight increases in \eage inequality (Freeman and Katz, 1993).

Two broad types of national strategies were associated wi|th little increase in skill differentials
and overall wage inequality in.the 1 980s.- The first is the Europeaﬁ model of greater institutional role
in the wage setting process through increases in minimumvwages and extensions of the terms of
collective bargaining agreements to firms not directly'invoteed in'such agreements. Strategies of this
type succeeded in the early 1980s in preventing the wage structures Ffrom widening by much in ltaly
and France. But these policies do not. d:rectly deal with changmg demand for skills and can run into
serious economic difficulties over the long run. Pohcues that limit market wage adjustments without

directly addressing changed market conditions can prevent wage inequality from increasing, but risk

stagnant employment growth persistem unemployment for young workers (as in France), and/or a

shift of resources to an underground economy to avoid wage regulatlons (as in ltaly).

The second national strategy combines some institutional \lwage interventions with education
and trammg systems that invest heavily in’ non-college workers. Germany and Japan are exemplars in
training. ‘German and Japanese firms: appear to treat college-educated and non-college workers as
much closer substitutes in production than do U.S. or British firmsz reducing the effect of similar
technological changes on relative skill demand and\!mvering 'bressure for wage structure changes in
these countries compared to the United States,

. But no advaﬁded industrial nation has been able ‘to generate all three of the following

outcomes over the last fifteen years: (1) prevented rising wage inequality, (2) improved the real wages




8

of less-educated workers who remain employed, and (3) avoided sharp increases in unemployment.

~ Nevertheless, a lesson from the differences in national experiences app'ears‘ to be that policies to

buffer the earnings of the less educated either by tax incentives or institutional wage-setting seem to

work best when accompanied by policies that augment their skills as well. Systematic policies to

make work pay combined with better defined pathways from school-to-work and more investment in

the skills of non-college graduates may have the potential for improving both the wage and
employment prospects of those without college degrees.

¢

. 4 .
.HOW LABOR MARKET CHANGES HAVE AFFECTED THE DISADVANTAGED

| 3

The deteriorating econqmic pOéition of young Americans from disadvantaged backgrounds is

due in part to the massive changes in the U.S. and global economy that have worsened the prospects

for less-educated and less-skilled Workers in the labor market. The days when high school dropoufs
or even high school graduates could expect _to move directly into. ‘good-paying factory jobs for life are :
over. Labbr market prospects depend ml:ICh more on problem solving skills and on oné's ability to
directly work with customers in the expanding service economy. |

These labor market shifts have had'a particularly adver_se effect Or) disadvantaged young

males. The real wages and .employment rates of young, Iess-edU(‘:ated males have fallen dramatically
over the past quarter-century. This deterioration ‘has been true for white and Hispanic males, but it

has been even worse among black males. It has showh up in terms of both increased unemployment
and decreased labor force participatibn. The nonemployment rate“ for 20-10-24 year old nonwhite
males incréased from 22 percent in 1964 to 42 percent in 1992. Much of thjs decline .involves
persistent jobléssness--individuals are essentiahy jobless 52 weeks out of the year. We have a

growing class of persistently non-employed individuals.

The shift in relative. labor demand against blue-collar work|and against less-educated workers

has disproportionately affected young disadvantaged males. .Slbw economic growth and weak labor

markets (relative to those of the 1950s and 1960s) throughout much of the last twenty years have
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further limited opportunities both in the entry-level positions and for upward occupational mobility for
disadvantaged young workers. Those in the inner city have been further hampered by a shift in

employment opportunities into the suburbs,

Economic chz:mges (especiélly labor demand shifts away 2from maqufacturing and generéliy
weak labor markets) may 'have started the downward cycle for di:%advantaged youth, but the resultant
joblessness has in tumn contributed to social changes in urban colmmuniiies (increases Vin crime,
violence, and dfﬁg abuse; the lack of 'midéle class' role models; Lmd breakdowns in the traditional
family) that now make it very difficult to deal with the labor marketi problems in inner cities. This
problem is not unique to U.S. urban areas. Persistent joblessnes?s associated with industrial depline in
the North of England épbearé to be connected to increased crim;f, drug use, and v:iplence and a
rapidly expanding “underclass"® in formerly stablé working class areas. Similar phénomené have been
obse&ed in high unemployment parts of southém Spain and italy. |

A stronger economy, rapid private sector employment growth, and tighter labor markets are a

necessafy condition for improving job prospects for young black men and other disadvantaged

groups in America’s inner cities, but the extent of the problems*band the experience of the boom of the

late 1980s suggest leconomic growth by itseilf unassisted by policges des'igned to specifically deal with
the problems of high poverty areas may not be sufficient to rever:!se recent trends (Blank and Card,
1993; Cutler and Katz, 1991). Extremely tight labor markets in the}z léte 1980s in places such as Boston
and New Jersey témporaﬁly improyed;employmehtbrospects for Idisau:!vantagec! workers, but did not
make a substantial dent into reversing trends towards increasing yiolence, neighborhood
disintegration. and persistént pove&y. Economic reversal in Nortl'{ueast at the start of the 15903
reinvigorated a vicious downward trajectory.
Adverse economic shocks have disrupted tt"ne family and community institutions that have
traditio(nal!y enabled disadvaﬁtagéc_l youth-to respond to 'improvenwems in legitimate economic
activities, Youths in areas of concentrated pbverty lack information abém job market opportunitiés

and lack networks through which they can gain referrals to an employer from someoné trusted by the
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that employer. Tﬁe problem of missing networks is especially important for young black males given
the rising fraction of this group with criminal records. Incarceration and probation appear to have
long-term adverse effects on the employment of young men (Freeman, 1991)v.> Even those young
black males without criminal records are further disadvantaged by the rising prevalence of criminal
involvement since employers appear mbre reluctant to give therﬁ a chance (Kirschenman and

Neckerman, 1991).

IMPROVING THE LABOR MARKET PROSPECTS FACED BY THE DISADVANTAGED

Besides a strong macroecohomy, soﬁnd po]iéies of investments in communities, education,
and training are also needed to imprdve economic and social conditions in »high poverty areas. The
Administration has started this process with the Empowerment Zone initiative, the Youth Fair Chahce
inﬁiat'i\}e, and an expansion of the Job Corps. Furthermore, broader policies concerning Iife-long
l"eamirig such aé the school-to-work initiative, reform of studenf loans, National Service, the

comprehensive worker adjustment program, and one-stop career centers can potentially play an

important role in improving labor market prospecté for disadvantaged individuals. The School-to-Work

Opportunities Act, by developing.;‘ a national framework for the 'dgvelopment of a School-to-Work -

; Qpportunitigs system in every State to provide our non-college-bound youth with fﬁe academic and

technical skills needed to obtain wéll-paying jobs, 1s an especially important inﬁiative for improving the

pn_'ospécts of disadvantaged youth. Thc—; continuing shift of labor ciemand againsf the less-skilled :

means that opponunitieé for the disadvéntéged to improve their skills are crucial to improving their

. labor markét prospects. |
if progress can be made to reduce pérsisteﬁt-ioblessness, othef social problems will be much

‘ easier to handle. . in designing policiég aimed at communities with concentrated poverty, | would

suggest that we build upon lessons learned from research in the followihg .areas:
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1. Targetlng programs directly on hlgh-poverty areas. Government programs aimed at the
poor typically are spread across the entire country, with no specnal targeting on areas of
concentrated poverty However, it is possible to use Cen%us tract data to specrflcally target
funds to high-poverty urban neighborhoods and rural areas The new empowerment zone
Iegislation does this, as does DOL's Youth Fair Chance pr’ogram. The importance of |
neighborhood spiIIover effects.and peer influences strongly suggest that one may receive a

- greater "bang for the buck" by using concentrated investments that affect entire peer groups

and have the possibility of really changing community norms towards work and family.

2. The effectiveness of job training for aduits. Random assignment evaluations of welfare-
to-work programs and JTPA suggest that moderately intensive job training programs can have
positive earnings impacts on adult men and women. The net impacts on earnings of these -
programs are statistically significant but modest. This suggests that job training should be -
part of an overall strategy for fjghting poverty, but needs to be combined with other

interventions to' make work pay if we hope to boost individuals out of poverty.

3. The drfﬂculty of effectively servlng youth and the need for broad and intensive services.
Random assrgnment evaIuatlons of youth training programs have often been disappointing,
suggestrng that it |s very difficult to turn around the lives of disadvantaged youth. It is
possrble that community-wide mterventlons-such as empowerment zones, Youth Fair Chance-
-could affect community values and peer pressure..and thus have a much larger |mpact on
youth than typical job training programs that attempt to affect one youth at a time.
Experiences with innovative programs suggest that i‘ntensive programs with broad ranges of
services are most effective for youth. The youtn program that appears to have the strongest

positive effects, the'Job Corps, is an intensive residential program that changes the youth’s
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; ,
environment and provides basic skills training, occupational training, work experience, social

/ skills training, and job placement services.

4. The lmportancé of community-wide values regardlhg work ahd famllly. ‘The recently

expanded Earned Inc':omé Tax Credit and the Administration’s proposed Health Security Plan

should go'a long way towards making work pay. The Adfninistration’s‘ dramatic expansion of

the tax credit Will increase the value of the credit to 11 million working families with children,

We need to find complerﬁentary ways to boost the returns of working so as to tilt the trade-off

between wquing and not working for disadvantaged young males towards work.

L
Furthermore, to develop policies to reduce inner-city poverty, we must come to grips with
“incentives for crime relative to the inéentives fo.r legitimate work. Given the extremely high costs of the

crime (including the costs of imprisonment‘, the costs of oberating; the criminal justice system, the loss
of potentially productive citizens, the costs of crime to .victims), policies that 'maké crime less attractivé
and legitimate work more rewarding for disadvantaged youths are likely to have a large social payoff.
These include policie.é to improve the labbr mafket skills qf the disadvantaged, law enforcement
policies, and those that deal with the rehabilitation of first-time offenders. |

Of course welfare reform is another important component of the agenda. | defer to my
colleague from.tﬁe Depértment of Health and Human Services, Assistant Secretary Bane, for a
detailed analysis of the principles behind the Administration’s welfare reform effort. But let me quickly
reemphasize a couple of‘_points. A crucial element is that work must pay so that those moving off
welfare are rewarded for their efforts. Second, the labor rﬁarkét returns td education and t,raining‘ f\ave
risen to éxtremély high levels, and mahy forces of economic change are working to reinforce these
trends. Training and job search assistance also appéar to payoff for wglfare recipients. Thus access
to education and training opportunities and employment services is a crucial part of refocusing the

welfare system on work and jobs.
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CONCLUSION |

Mr. Chairman, | would like to thaﬁk you for providing me with this opportunity to djscuss the
labor market' problefns faced by disadvantaged Americans and especially those residing in areas ofvv
-concentrated poverty. One can interprét the important role played by cérnmunity values towards
work, peer influencés, and neighborhood institutions to the prospects for those in distressed
communities in either a pessimistic or an optimistic manner. The pessimistic interpretation is that
while stronger macroeconomic performance improves the situation in distressed communities,
‘changes in aggregate economic conditions by themsetves do not appear to be able t6 fully' reverse
. the current cycle of poverty and deprivation. The optimistic intefpretation IS that we may greatly
underestimate the eﬁectivengss of policies that make work pay, change attitudes towards work, and
improve skills and labor market connections thréugh our individualistic approach to policy evaluétion.
Policy resources éoncentrated in distressed areas that affect peérs and family members and systemic
changes'that alter neighborhood institutions and community values may have Iargé multiplier effects
working through peer, famfly, and neighborhood spillovers that lead to much larger impacts than one
might predict from standard approaches to proéram evaluation. | look forwarud to continuing our
dialogue on how.to design a comprehensive strategy to alleviate the labor market problems faced by

disadvantaged and low-skilled individuals.
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NOTES ON YOUNG BLACK MALE EMPLOYMENT

I. General Research on Labor Narkst Outcomes |
¥hat We Know

The following factors appear to be major determinants of
employment and/or earnings problems of young black males relative
to tnose'or young whites:

1)

d, both between
industries (decline of manufacturing) and within;

2) lower education levels and lower gougnitive gkill levels
among blacks within education groups; |

3) Lower and less stable work experience among blacks;

4) Spatisl problems (i;e., enployer relocations away from |

inner-city areas), compounded by transpdrtati9n difficulties and
information/perception limitationq ambng'young inner-city workers;

8) Digeriminatory emplover attitudes, who complain about both
vthe skilla and work ethic among blacks and who especially teaf
young black males; ' | A |

6} opportunities for participation in grime (and perhaps other
causes of relaﬁively high reservaiidh.wagas smong sone, even though
a large fraction of the upémployed réﬁorﬁ a willingness to accept

ninimun-wage employment).,

O3
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on the emplover side of the market, we still have limited
understandinngr exactly which jobs are .currently available to

young and less-educated black males, and why many employers seem so

reluctant to hire them. In particular:

. what eaxt =1y a0 ese XD IALN Dwel R L oymern ALAE OX

turnover/linited wage ¢rowth? Even if they are real on average,
statistical discrimination is strongly sugyested. Since so 1itt1¢

is known about potential worker productivity at the tima-of'hiring,
such statistical hiring practices may be sensible from the

‘employcr's viewpoint. There is also some growing 'evidenée of
Meustemer discrimination" in some placés = i.e,, limited hiring of

“blacks when customers are primarily white in various retail trade

and sales/service positions.

" But to the extent that racial gaps in workplace performance

~(even within educational and occupational categories) are real, it

may be more appropriate'for us to focus on these gaps and how they
might be narrowed. |

It is gquite possible (thouqh difficult to demonstrate
conclusively) that workplacé po:férmance of young bklacks may be

negatively affected by the (mutually reinforcing) negative

attitudes towards each other of employers and black workers.
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important are reliance on referrals from acqQuaintances/current

workers, the application/in;erview process, experience criteria,

refarences, etc.? What role is played by subjective judgments as

opposed to measurable chargdtnziﬂtics? How important are suspiclione

" of criminal activity, and to what extent are these verified?

On the worker side of the narket, ve could uee more knowledge

about the following: : \

of vyoung blacks? To the extent that gaps in average workplace

‘performance may be real, what are their exact causes in terms of

worker background and characteristics?

hypothesis is that young blacks accurately parcezve the high costs
of adjustment relative to the limited benefits which they would
obtain. |

Anterest in work? How many participante in such activity might
actually accept low-wage work if available? How does this change as

they age, and how does it depend on incarcaration/coniric‘tion‘

history?
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proepacta? There is little evidence of relatively low search effort

among young blacks in the workforce. But are there other

. indicatlions of “discourageﬁent" or ineffective search behavior?

II. Recent Evidence from the uu:‘.ti-city’ Btudy
The surveys of employere and workers in the four-city study

funded by the Ford and Russell Sage Foundations are designed to

‘ ahswer at least sone of these questi-ons‘. Some new evidence is

available at this time for Detroit. Though the findings are quite
preliminary, and we don't even know the eitent to which they wiil

be replicated in the other cities, a few merit some discussion.

= both quits and discharges. The high turnover rate there seems

only partly accounted for by wages, occupations, etc. (though

declining wages in recent years nay have accentuated the turnover

problem). In the household data, turnover dirterences (or those in

enployment durations) between mng whites and blacks exoeed those

ohserved for nonemployment durations. |

mrthermora, we observe ccmparably high turnover rates among
suburban firms that'. hire many blacke - even those - with black

supervisors. The turnovar rates also imply that work experience for

Y

S

blacks may not generate the kind of future wage growth or

employment that we generally associate with such experience.
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against black males and in the quhu:_'ba is strongly suggested, as

average skill needs in the relevant jobs do not appear to be
‘higher. Interesting patterns emerge across occupational categories,
with black male applicants still preferred (relative to black
fenales) in blue-collar jobs apd black tfemales praferred‘ in
clerical and service jobs. Reluctance to hireiblacka is relativelf
ﬁreater in sales jobs in the suburbs but in clerical jobs ;n the
cantral-rcity, suggesting customer preferences in the former and

\perceivad gkill problems in the latter.

a&resg are unaven. Tendencies of blacks to search/apply for jobs is
partly accounted for by distance frém the central-city and by
worker ti'énnportaticn costs (i.e., access to cars). But it is also
correlated with perceptions amony biacks of local triendlinéas |
towards them (gauged in the housing market section of the household

survey) .

This seems partly due ¢o differences in the parsbnal

characteristics of those who commute v. those who don't, partly due
to the characteristics of jobs in each place (i.e., more middle-
level jobs and more 'manutacturj.ng in the suburbs) , ‘and perhaps
partly to the "crowding" of blacks in thebentrabcity labor market

relative to labor demand there.
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a. The latter include strong

pteterenues for those with specific job experience (negatively
correlated with tendency to hire blacks), references, and more than

short-term work experience. éavarnmant training programs and GED's

appear to have some‘stigmatiéiqg effecte as vell,

Taken together, these reshlts indicate that improving black
access to parts of the suburban iabo: warket, reducing hiring
discrimination in that market, and raising their skill leQels as
well as certain personal credentials would significantly improve
their employmant,ratea.'But the high’turnover rates for young

| blacks and the firme that hire them indicate problems in worker
performance and/or racial attitudes that should affect the
enployment and future earnings prospects of those Qorkers,‘and.may

reinforce employer reluctance to hire young blacks.

III. ?olidy Implications
\ The above research findings suggest some fairly claai policy
implications at a broadly defined level. These include:
1) Improving.éducatinn levels and;hasic skills through the
schools and pcét-achool'job txaining;'
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2) Raising eafly private sector work experienca, perhaps by
smoothing the negchool=-to-work” transition with programe that link

ksohoo].s and employers and by improving job placement services;

3) Raising "mobility" to suburban employers by combining
trangportation #ssistance with job placement and ccunselling,
&) Raising EE0 monitoring of and pressures on suburban

employers;
'5) Railsing overall labor demand with employer wage subsidies

. or tax credits as well as with public sactor employment;

6) Perhaps providing emplbyee wvage subsidies as well to

- enhance the relative att:ac't.ixre df low-wage jobs.

¥We nmight ‘cata(go'rize option 1) as being the most long-tery in
scope (partidglarl&r the p&rt'dealinq vith the schools), while the
others are more short-term. Furthemare; options 2)~4) would be of
most use for those with M labor market difficulties,
while options 1), 5) and &) deal with those whose difficulties are
relatively more gevere (e.é. . high school dropouts, criminals, and
the long-term unemployed). ‘

of coursa, the problem with much of this is that the newer

Examples of the latter include the long list of government

‘training pmgrams that generally appear to have been ineffective

for young nales (or costly) in the past. These include STEP (Summer
Training and !:mplaymént Progra,m)} for high-schoel students;
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 Supported Work and Jobstart for out-of-school students; and JTPA

prograns for youth. The Targetted Job Tax ‘Credif; night also be
added to this 1list, alonq‘ with state-level Enterprise Zones and
costly Public Service Employmént jobs. .

But on the brighter side, some progra‘ns_do seem to be cost~
effective, st’zch as Job Corps (suggesting ‘that ‘comprehansive
services and intensive focus may be needed to overcome the huge
d:‘.sadvantgges that many young males face) . If we measure success
by short-term job acceptance rather than Ilong-term earnings
effects, other programs (such as the Youth Incentive Entitlement
Pilot Project) indicate that we can raise employment rates by
providing government jobs.

The stigmatizing effect of government training might be
avoided altogether by instead providing young males with private.
trnining vouchers (along with ocounselling for how best to use
then) ; whiia the sﬁiqmaa associated vith the TJTC might possibly be
avoided by more generous (higher subsidy rates and ceilings) and
more broadly defined tax credits for employers who hire these

workars. For instance, we might link the subsidy to the hiring of ; i1d
employees with persoml, residences in certain urban areas rather‘} N ‘:MM,*
than personal or family disadvantaqs, though. some qualitative o/
evidence suggests that even the former can be stigmatizinq. Pilot “SU“"J"”"
projects and ca:efui ievaluation ara c¢learly in of:der before these 3(:: (]‘
are pursued on a large scale. , in corferemst

School-to-work' programs and school-employer - linkages have
already received plenty of attention at the Department of Labor, so
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there is no need to reﬁeat the cptions'and {lack of) evidence here.
‘Public Job-placement activities (such as througi-x ‘the Employment
éarvice) have never bsen very widely used or successful in the Us,
fhough j:here have been intaresti'ng‘ proposals for (and some local

experience with) linking central-city schools to regional data

‘centers (such as metropolitan-wide Private Industry Counciis) .

In considering any of these approaches, we must remember the
high turnover rates observed in Detroit and the negative resulte of
Supported Work demonstrations foﬁ young males - i.e., mere job
placement and work experience, especially if it is short-term and
unstable, may not generate significant future employment i;r
earnings bénefits for aeriaixsly disadvantaged black males (though

. it may be of greater help to the less-disadvantaged, whose work

experiences may be more stable). .

A varlety of "mobility" strateglees that combine public transit
or van pools with job placement have been tried in Chicago,
Philadelphia, nilwaukee, Detroit and other places. Some evaluations
may be underway; Mark Hughes (currently st Public/Private Ventures
in Philadelphia) ia the person who follows these most closely. If
wemuty“ more broadly to include aiding rasidential
relocations to éuburban areas, we have the fairly ’pos.itive
employment effects of the Gautreaux experiments as well (though
these involved primarily temale household heads and roéus on

housing rather than labor markets).
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Finally, one might mention mentoring programs (Ronald Mincy,
Ford Foundation) and other‘apprOaches that focus more directly on
: . . | ,
adolescent/teen social environments and behaviore. But I assune

these are beyond the saopé of Laborlbepartmant pcliay.\
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THE EFFECTIVENESS OF TRAINING AND EMPLOYMENT SERVICES
Executive Summary

The role of education, training, and employment services programs
have grown in recent years. Education and skill levels have
become increasingly important in determining a workers level of
earnings, and employment services have taken on 1ncrea51ng impor-
tance because workers who lose their jObS are hav1ng more diffi-
culty finding new ones.

In responding to these trends, it is important to review what we
know about the effectiveness of training and employment services
in this country. An impressive body of evaluation literature is
now available to help us do this; this literature provides
valuable lessons about which programs and approaches do work, and
which do not.

This review summarizes the best evidence that is available from
this literature on the actual post-program impacts of these
services on employment, earnings, and educational achievement.
We rely to the extent possible on studies that use a random
assignment approach which examine the independent impact of '
program participation on future earnings. The lessons learned
can be used as guideposts in ongoing policy decisions.

S8ection 1: First Jobs for Youth

Section 1 of the paper examines what we know about facilitating
the acquisition of first jobs by youth who are new entrants to
the labor market. We also discuss several programs that have
attempted to help high school students at risk of dropping out.

The majority of programs for in-school youth who are at risk of
dropping out have not been rigorously evaluated in a manner that
would allow one to determine their long-term impacts on high
school graduation and future employability. However, those
evaluations that have been conducted demonstrate clearly that
educational interventions ‘can raise at least the short-term scho-
lastic achievement of disadvantaged youth. The record on
improving high school graduation:is more mixed--

o The Summer Training and Employment Program provides .remedial
academic education and summer jobs to disadvantaged youth

aged 14 to 15. At the end of two summers in STEP (with some
support services provided over the intervening year), stu-
dents had shown significant improvements in academic
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achievement due to the program. But when STEP graduates
were re-examined several years later they showed no signifi-
cant improvements in high school graduation rates. Summer
interventions alone do not seem sufficient to address all of
the barriers facing disadvantaged youth.

o California's Partnership Academies are small-scale, highly
intensive career-focused programs aimed at high school youth
at risk of dropping out. They appear to have significantly
increased the rate of high school graduation among these
youth. It is not yet known which elements of the Academies
-- the increase in resources devoted to the students or the
strong vocational focus of the programs -- were responsible
for these positive results.

There are also evidence available on several subsidized
employment programs for in-school youth. In essence, these
programs appear to have been successful in greatly increasing.
employment among disadvantaged youth during the period that the
subsidized job is provided. Thus, subsidized jobs for youth do
not simply substitute for jobs that would have been available
without the subsidy. But the story on post-program 1mpacts is
less clear, and somewhat negative.

Econonmists have estimated that the Summer Youth Employment
Program (SYEP), which provides summer jobs to disadvantaged
youth, greatly increased employment rates among disadvantaged
minority youth in sites where jobs were provided. The Youth
Incentive Entitlement Pilot Project (YIEPP), which guaranteed
full-time summer jobs and part-tlme school year jobs to
disadvantaged youth who stayed in school, appeared to have :
roughly doubled the employment rates among disadvantaged youth at
program sites. But researchers estimated that this increased
employment under YIEPP did not lead to increased rates of high
school graduation for program participants. Also, employment
prospects after the subsidized jobs ended seenm to have shown
little or no 1mprovement.

: There is a great deal more evidence available on employment and
training programs for disadvantaged out-of-school youth such as

hlgh school dropouts. Several general léssons can be drawn--

o Vocational skills training for dlsadvantaged youth can work.
But it must be long-term, high intensity, or very well
implemented. Short-term (3 to 6 month), low-intensity ‘
skills training for youth under CETA and JTPA has generally
been unsuccessful in raising employment or earnings. 1In
contrast, the Job Corps, a high-intensity program lasting
about a year that provides a combination of basic education

-and job training to disadvantaged 16 to 24 year olds in a
residential setting appears to be quite successful. Job
Corps participation appears to significantly increase
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earnings and educational attainment while reducing the
incidence of serious crime among graduates.  Although Job
Corps training costs 4 to 5 times what JTPA training does,
the additional investment per participant appears to more
than pay for itself.

The Jobstart demonstration tested various approaches to ‘
short-term, moderately intensive training for youth at 13 ..
different sites. No significant positive results were found
for 12 of the sites, but one program, the San Jose Center
for Employment and Training (CET) did show very strong
positive effects, 1mprov1ng annual earnings for participants
by over $3,000. CET is marked by its emphasis on vocational
skills training, with basic academics taught within the
context of vocational instruction. ' It is also distinguished
by very close connections to the local labor market. The.
CET example shows that short-term youth trainin can work,
but only if it is very well 1mplemented.

,Sub51d12ed work exgerlence for dlsadvantaged youth has

produced substantial gains during the period of subsidized
employment, but seems to produce little or no p051t1ve
benefits after the work experlence is completed.

Job.search assistance for dlsadvantaged youth»does seem to
produce moderate but short-term benefits. Program ‘
participants show earnings gains 6 months to a year after
program entry, but a year or two after the program they have
earnings and employment no higher than similar youth who
hadn't participated. This indicates that job search
assistance simply speeds the process of getting a job.

A number of programs have addressed the special needs of young
single mothers, attempting to help them complete their education
and improve their employment prospects. These programs have
generally shown positive but modest results.

e

The LEAP program used a strategy of welfare grant reductions
and bonuses for teenage mothers on AFDC to encourage high
school attendance. The program was successful in
significantly improving enrollment and attendance.

Project Redirection providedfeducational, health,‘and
welfare benefits to poor teenage single mothers. -The

~ program produced no gains in high school graduation rates,

but participants did show some increases in the likelihood
of employment and declines in welfare recipiency. They were
also somewhat more likely to enroll their children in Head
Start. Overall, the program results were positive but
dlsapp01nt1ngly modest.



Section 2: Jobs for Adults With Little or No Labor Market
Experience

Section 2 summarizes the evidence on employment and training
programs for disadvantaged adults with little or no recent labor
market experience. While many economlcally disadvantaged adults
have extensive employment experience, there are many ~- welfare
recipients, ex-crlmlnals, or simply those who are down on their
luck -- who are coming off long periods of unemployment. There
are a number of programs designed to help these adults relnte-
grate themselves into the labor market. .

Training programs for disadvantaged adults have generally been
successful in improving earnings significantly, and have tended
to be cost-effective investments for society. However, they have
not seemed to produce earnings gains sufficient to lift trainees
out of poverty.

The two major Federal programs for disadvantaged adults
generally, the Comprehensive Employment and Training Act (CETA),
active from 1975 to 1981, and the Job Training Partnership Act
(JTPA), which has operated from 1982 to the present, have both
been estimated to produce significant earnings gains for adult
participants. The success of these relatively short-term
programs for adult participants is a marked contrast to their
ineffectiveness for youth.

The evidence for JTPA training is espe01ally good, since it
relies on a large-scale experimental evaluation.. This research
found that JTPA participants at the sites studied earned an
average of $850 more due to program participation during the
second year after program graduation, an average increase of 10%
to 15% over what they would have earned without the program. '
Since JTPA training is relatlvely short-term (4 to 6 months) and
not particularly expensive, these earnings gains were
substantially greater than the costs invested to produce them.

Many training programs are targeted specifically at the special
needs of poor single parents. Some are voluntary training
courses, while others are broadly required for all recipients of
Aiduto Families with Dependent Children (AFDC) benefits.

A number -of voluntary programs have had marked success in
improving the earnings and employment of single parents. Two
programs that used a supported work approach, which prov1des
subsidized employment combined with extensive support services,
produced average earnings gains of about $1,500 to $2,000
annually during the first and second years after program exit.
Although the program gains faded somewhat, improvements in
earnlngs were lasting -- program part1c1pants showed significant
earnings gains 8 to 9 years after exit from one supported work
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- progran. Both programs were found to be cost-effective.

Conventional voluntary classroom and vocational training models
have had a more mixed record of success with single parents. The
Minority Female Single Parent (MFSP) Demonstration tested
different training models at four different sites. Only one
site, the San Jose Center for Employment and Training (CET), .
showed positive impacts on earnings and employment. During the
fifth year after graduation CET participants earned about $1,000
more than comparable non-partlclpants, a 15% advantage . .

"Welfare to work' programs mandate training, education, and/or

job search for AFDC recipients. There have been numerous

evaluations of these programs, which have tended to find that--

o The programs are generally been successful in produ01ng
'51gn1flcant but modest positive effects on earnlngs and
employment and sllght declines in welfare recipiency.
Average earnings gains generally range from $200 to $600
annually, with somewhat smaller declines in average annual .
welfare income. : »

(o} Even with these modest improvements, welfare-to-work'
programs have generally been cost-effective, with reduced
welfare payments and increased tax receipts outwelghlng
program costs. )

o So far, more work-oriented 'programs have been somewhat more
successful than programs emphasizing basic education. »

Although welfaro to work seems to be a worthwhile investment, the
earnings gains from these training programs alone are generally
much too small to 1lift families out of poverty.

Another group of adults with special needs are prisoners and ex-
offenders. A study by a Harvard labor economist found that a
substantial proportion of less educated males had criminal
records, and these men faced great barriers to labor market
success. Two types of programs currently try to help ex-
offenders reintegrate themselves into society =-- ‘boot camps' for
first-time offenders, -and vocational training, educatlon, and
work experience programs for prlsoners.

‘‘Boot camp! programs are generally designed for first-time non-
violent offenders as an alternative to regular incarceration.
Most boot camps do not include a strong education or job training
component, relying instead on hard physical work and military-
style discipline. Current evidence seems to show that these

! Note that CET was the same program that showed positive
results for dlsadvantaged youth. See above.
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programs have not been particularly effective in reducing
‘recidivism rates where they have been tried. There is ongoing
research in this area, though, and the question is not yet
completely settled.

The record on vocational training, education, and work experience
for prisoners is somewhat more encouraging, although still very
mixed. Current research provides some evidence that when they
are well implemented these programs can have a modest but
significant negative effect on recidivism. Studies of Unicor,
the work experience/training program active in Federal prisons, a
vocational training program for state prisoners in South
Carolina, and a Wisconsin basic education program all found
significant drops in recidivism due to part1c1patlon. The Unicor
study also found a significant increase in post-prison employment
for program participants. However, many studies of employment
and training programs for prisoners have found no effects at all.

SBection 3: Educational Institutions

Section 3 discusses research on the effectiveness of two impor-
tant educational institutions -- the adult basic education system
- and post-secondary education (2 and 4 year colleges and universi-
ties) -~ in ralslng the future- employment and earnings of those
who partlclpate in them.

These 1nst1tutlons are not expllcltly part of our government
employment services system, but they play a critical role in it.
Government programs rely on such schools for many of the actual
training services at the local level, so evidence on their
effectiveness is directly relevant to the success of government
training. For example, the bulk of long-term training for
displaced workers is carried out through community colleges, and
many welfare-to-work programs emphasize adult basic education in
their curricula.:

. There is some sketchy evidence available on the outcomes of adult
~ basic education programs. One study has found that mastery of
basic mathematics in the 12th grade leads to large increases in
wage rates. However, this positive effect of basic education is
delayed -- graduates show increased earnings 6 years after
leaving high school, but no difference in earnings at the 2 year
point. This indicates that results from basic education may take
considerable time to become evident. _
Other studies have examined the impact of GED receipt. GEDs are
the major basic education credential available to adults.
Unfcrtunately, the GED appears to have more of a credentialing
than a training effect. Most GED recipients study for just a few
weeks in preparation for the test, which is not enough time to
truly improve skills. Thus, the GED appears to certify pre-
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existing skills differences, not serve as a mechanism for
improving skills. This hypothesis is supported by the finding
that once. pre-existing differences are corrected for, adults show
little or no gain in earnings or employment due to GED receipt.
The majority of the earnings gains that do result appear to come
from the increased access’ to higher education that the GED
provides. : .

There is extensive evidence available on the benefits of post-
secondary education for its graduates. The impacts of higher
education appear to be very positive, and have been steadily
increasing over the past 20 years. Current research has reached
some general conclusions about the nature of these impacts--

o A year of post-secondary education is estimated increases
earnings in the range of 5% to 10%, and these earnings
increases last throughout one's career. Some studies have
shown even greater impacts. This impact estimate corrects
for differences .in pre-existing ability levels between those
who do and do not go to college.

o] Economists have calculated that the income returns per year
of credits completed are similar for 2-year community
colleges and 4-year colleges. This is despite the fact that
community colleges provide mostly vocational education and
4-year schools provide a more academic background. ’

o Substantial earnings increases result regardless of whether
or not students complete their degrees.

o Both younger and older students gain significant income
boosts from participating in -higher education.

S8ECTION 4: New Jobs: Re~Employment Proérams For Dislocated
Workers

Section 4 analyses the evidence on our experience with
reemployment services for dislocated workers. Many dislocated
workers have great difficulty in finding new_jobs that pay wages
even close to what they earned on their previous job. This
section discusses both the effectiveness of both training and
other reemployment services in helping these unemployed workers.

A rich variety of re—employment programs for dislocated workers
have been tried, ranglng from conventional training programs to
bonuses paid upon receipt of a new job. Although many of these
approaches are still experlmental and are being used only in a
few pilot programs, there is evaluation evidence available on all
of them. In sum, the evidence indicates: :

o Job search assistance targeted at dislocated workers who are
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likely to be unemployed for a long period speeds the process
. of obtaining a new job. Reductions of .75 to 4 weeks in
time receiving Unemployment Insurance (UI) benefits have
been found, and the resulting savings were more than enough
to pay for the program's costs.

In general, an emphasis on early intervention seems to be
useful. Early intervention was one of the keys to the

. successful job search assistance experiments for UI recipi-
ents, and an evaluation of the JTPA training program for
dislocated workers found that those localities which aggres-
sively marketed services to workers early in their spell of
unemployment were more successful in flndlng jobs for
clients.

 Self-employment assistance programs 81gn1flcantly improve an
-unemployed worker's chance of starting a successful new
small business, and improve their overall likelihood of
employment. However, self-employment is not a v1ab1e option
for the majority of dislocated workers.

Re-emploxment bonus programs, which pay a bonus to an unem- .
ployed worker when they find a new job, create small but
significant reductions in UI recelpt.

The evidence on tralnlng grograms for dislocated workers is
uncertain. Short-term training has so far been found to be

~ineffective for dislocated workers, but more research is
called for in this area.

There is no reliable direct evidence on the effectiveness of
long-term training for dislocated workers. However, the .
evidence on the impact of community college education
summarized in Section 3 above indicates that dislocated
workers can expect income gains of from 5% to 10% per year
of long-term community college training.

This evidence is very relevant since the majority of long-
term training programs for dislocated workers contract with
local community colleges to provide vocational education.
Dislocated workers in training are generally older students
returning to school, and'generally take courses without
receiving degrees. The findings in Section 3 show that this
type of student can expect substantial returns for communlty
college education.
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ALLEVIATING UNEMPLOYMENT AMONG THE DISADVANTAGED:
USING THE CCC AND OTHER PUBLIC JOBS PROGRAMS OF THE
NEW DEAL AS A MODEL FOR A NEW JOBS INITIATIVE

The sheer lack of suitable job opportunities appears to be an enduring obstacle to
employment for many Americans. The overall official unemployment rate is much
higher, on average, than it was several decades ago, as is the rate of Iong-term
unemployment. Moreover, double-dlgn unemployment can be found in many pockets of
the country and is endemic in our nation’s inner cities.

Joblessness among U.S. males has increased particularly dramatically over the past
quarter century. The nonemployment rate for prime age males was almost twice as high
during the expansion of the late 1980s as it was during the expansion of the late 1960s.
Virtually all of the trend toward rising male joblessness is accounted for by rising
unemployment and nonparticipation among less-educated and low-wage individuals.

Increases in persistent joblessness have been most pronounced among young black males
living in America’s inner cities. Approximately 40 percent of out-of-school black males
aged 16-24 are currently out of work. In some inner cities, 60 percent or more of less-
educated, young black males are nonemployed. William Julius Wilson and others have .
hypothesized that increased- joblessness among black males is a driving force behind the
decline in two-parent families among inner city blacks and accompanying high rates of
poverty, welfare dependency, violence, crime, and drug abuse in urban America.

The employment problems of disadvantaged individuals in today’s inner cities are similar
in scope to the employment problem faced by the nation as a whole during the Great
Depression. As part of the New Deal, President Roosevelt started a number of public
jobs programs aimed at getting money into the hands of desperately poor families.
Collectively, these programs were quite substantial both in terms of the number of
persons served and the proportion of GNP and the federal budget spent on them. Many
buildings, bridges, roads, airports, and national and State parks still exist today that were
constructed by these public jobs programs. Over the years, there has been an enduring
appeal to the concept of putting unemployed persons to work in useful public works
prOJects

This paper describes the New Deal public jobs programs and options for developing
analogous polices to address the problems of persistent joblessness, particularly among
disadvantaged groups. The paper begins with a brief summary of the nature of the
problem. It then discusses the design and operation of the New Deal programs; efforts
over the years to re-establish these programs; current public employment efforts at the
federal and state level; the potential role of a new public jobs programs in relation to the
joblessness of disadvantaged Americans; and issues and optlons related to re-establishing
national public employment programs.



I. The Problem of Persistent Joblessness among the Disadvantaged

The absence of job opportunities is-more than a transitory phenomenon for many
workers. Overall, the national unemployment rate has averaged 6.6 percent in the 1990s,
which is lower than its 1980s average, but is about 2 percentage points higher than its
average in the 1950s and the 1960s. Much of the increase in unemployment is accounted
for by a rise in the amount of long-term unemployment (i.e., individuals experiencing
unemployment for 27 weeks or more).

Concern about the enduring lack of employment opportunities is especially concentrated
among particular regions of the country or particular groups of workers. West Virginia
stands out as an entire state where unemployment consistently stands at double-digit
levels, but double-digit unemployment is common throughout the Appalachian region and
in many of the nation’s inner cities as well. While Americans are quite geographically
mobile and migration from declining to expanding areas is a hallmark of U.S. labor
market adjustment, many find it difficult to escape the inner city, and less-educated
workers face diminished earnings prospects throughout the nation.

Among particular groups of workers, there has been a marked deterioration in the labor
market faced by less-educated and less-skilled males over the past 25 years.! This
deterioration has been true for white and Hispanic males, but it has been concentrated
among black males. It has shown up in terms of both increased unemployment and
decreased labor force participation. Much of this decline involves persistent joblessness--
individuals are essentially jobless 52 weeks out of the year. We have a growing class of
persistently non-employed individuals. These same groups with substantial declines in
employment rates have also experienced dramatic declines in real hourly wages over the
last twenty years.

Table 1 illustrates the declining rates of employmcnt of black males.” As the table shows,
employment for black males has fallen sharply since the late 1960s. Employment rates .
for white males have also dropped during this period, but much less markedly. Large
declines in employment are also apparent over the same time period for out-of-school
black teenagers.

~

1Although white collar unemployment became a larger problem in the United States during the early
1990s, more educated and skilled workers are better able to adjust to labor market changes than are the
less skilled who lack the education, training, and connections to take advantage of emerging labor
market opportunities. Despite continued corporate downsizing, managerial and professional employment
is coming back and has expanded at a moderately brisk pace over the past year. -
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Age

2024
25.54

" Table 1
Employment Rates among Black and White Males, 1954-92

Blacks and Other Non-Whites Whites

1954 1964 1977 1981 1992 1954 1964 1977 1981 1992
.76 18 .61 58 .58 78 19 81 g7 .76
86 88 82 .79 .78 94 94 91 91 88

There are a number of factors that may have contributed to this decline in the
employment as well as the real and relative wages of black men, particularly young black
men, since the late 1960s:

¢

There has been a shift in relative labor demand against blue-collar work
and against less-educated workers; these shifts had a dlspropomonately
adverse effect on blacks, and espec:lally on black males. The decline in
manufacturing hit young, black males in the midwest hardest of all.

Slow economic growth and weak labor markets throughout much of the last
twenty years have limited the opportunities in the labor market for- young
black males.

The large influx .of women into the labor force in the last 30 years may
have decreased the competitive position of young black males in the labor
market. Robert Topel of the University of Chicago has presented some
suggestive but far from conclusive evidence indicating that the problems of
less-skilled males appear to have been greater in regions with a more rapid
increase in female labor force participation. But many potential omitted
factors could drive this correlation.

There has been a shift in employment opportunities out of central cities
and into the suburbs.

Inner-city public schools have not responded adequately.to the changing

" economic structure of our country. Not enough success has been made on

preventing youths from dropping out of school despite the large decline in
the number of low-skilled manufacturing jobs that previously provided

~ decent earnings to male high school dropouts.

Many successful professmnal and working class blacks have moved out of
inner cities, leavmg behind high concentrations of the poor--a process which



may have removed the influence of many positive role models and
"enforcers" from the inner city and, inadvertently, assisted the erosion of
social norms concerning work and family responsibilities.

0 There has been a decline in Federally funded employment and training
~ programs for disadvantaged workers and youth in the 1980s, thus taking
away a buffer to the lack of job opportumtles for disadvantaged individuals
in America’s mner cities.

o There was a decline in the intensity of affirmative action pressure-and anti-
discrimination activities during the 1980s --and this may have eroded to
some degree the labor market position of young black college graduates.

0 The end of the Cold War and the downsizing of the military has also
reduced a major avenue for upward mobility, education, and training for
black males.

Economic changes (especially labor demand shifts away from manufacturing and weak
labor markets) may have started the downward cycle for black males, but persistent
joblessness has in turn contributed to social changes in urban communities (increases in
crime, violence, and drug abuse, and breakdowns in the traditional family) that now make
it very difficult to deal with the labor market problems in inner cities. This problem is
not unique to U.S. urban areas. Persistent joblessness associated with industrial decline
in the North of England appears to be connected to increased crime, drug use, and

“violence and a rapidly expanding "underclass” in formerly stable working class areas.
Similar phenomena have been observed in high unemployment parts of southern Spam
and Italy.

. A stronger economy, rapid private sector employment growth, and tighter labor markets
are a necessary condition for improving job prospects for young black men and other
disadvantaged groups in America’s inner cities, but the extent of the problems and the
experience of the boom of the late 1980s suggest economic growth by itself unassisted by -
policies designed to specifically deal with the problems of high poverty areas may not
sufficient to reverse recent trends. Extremely tight labor markets in the late 1980s in
places such as Boston and New Jersey temporarily improved employment prospects for
dlsadvantaged workers, but-did not make a substantial dent into reversing trends towards
increasing vnolence, neighborhood disintegration, and persxstent poverty. '

Besides a strong economy, sound policies of investments in communities, education, and
training are also needed to improve economic and social conditions in high poverty areas.
The Administration has started this process with the Empowerment Zone initiative, the’
Youth Fair Chance initiative, and an expansion of the Job Corps. Furthermore, broader
policies concerning life-long learning such as the school-to-work initiative, reform of
student loans, National Service, and the comprehensive worker adjustment program can
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potentially play an important role in improving labor market prospects for disadvantaged
individuals. Welfare reform is another important component of the agenda. '

Two key policy issues remain regarding the persistent ]oblessness of many dlsadvantaged
Americans: :

1. Is direct job creation (either through public works or public service
employment) a necessary supplement to training and education programs? Can it
raise demand for disadvantaged individuals and thereby reduce overall joblessness
and increase incomes in high-poverty communities in a manner consistent with.
promoting work and responsibility? Such programs can also produce socially
beneficial outcomes such as more and improved parks, reforestation, and other
pubhc works and soc1al services. :

2. What other broad initiatives aimed at disadvantaged youth are necessary to
raise their aspirations, increase their educational attainment, and make them
competitive for jobs that pay enough to support a family? Do we need large new
federal investments in inner-city elementary schools and secondary schools? In
helping disadvantaged youth learn about, apply for, and enroll in college? In
expanding sports and recreation programs in inner-city neighborhoods? 'In.
reforming job trammg programs (especially JTPA Title II) to provide*more
comprehensive services to youth?

Even with the Administration’s other initiatives, some direct job creation may be
necessary to make sure that jobs exist at the end of training programs. Direct job
creation--particularly if targeted towards high poverty communities--may be able to keep
joblessness down and also get money into poor neighborhoods. If progress can be made
to reduce persistent joblessness and maintain tighter labor markets in-high poverty areas,
other social problems will be much easier to handle. The combination of private sector
oriented policies such as Empowerment Zones and Community Development Banks can
be combined with jobs programs to make a truly comprehenswe approach at improving
the situation for the disadvantaged.

1L Public Jobs ngmms of the New Deal

While there were several federal work rehef programs in operation durmg the Great
Depression, the most notable programs were the Civilian Conservation Corps (CCC), the
Works Progress Administration (WPA), the Public Works Administration (PWA), and
the National Youth Administration (NYA). Of these, the CCC is generally regarded as
the most popular and successful, while the WPA was by far the largest.

- 1. The CCC put young men from poor families to work in conservation projects
on our country’s public lands. Work projects included reforestation, fighting forest



fires, building national and state parks, fighting floods, and soil conservation.
Many national and state parks now in existence were originally built by the CCC,
and many buildings and cabins constructed by the CCC.in these parks still exist
today. The National Arboretum here in Washington D.C. was developed in large
part by the CCC

The CCC was in operation between 1933 and 1942. It was an entirely residential
program operated out of work camps. The Army was responsible for food,

shelter, and discipline at the work camps, while agencies such as the Forest

Service, Interior Department, and Soil Conservation Service were responsible for
the work projects. The Department of Labor was responsible for recruitment.

The CCC had a peak enrollment of 500,000, but an enrollment of between
250,000 and 300,000 was more typical.. This was quite a large program. By
contrast, the current Job Corps program has an enrollment of 40,000.

For the first five years of the program enrollment was limited to young men ages

18 to 25 living in families on relief rolls. In 1937, legislation changed the age
group to 17 to 24 and allowed unemployed men from non-relief families to enter
the program. Initially, local woodsmen and carpenters were opposed to the
creation of the CCC, thinking it would cost them work. But this opposition was
muted by hiring them as work supervisors in the program Five percent of work
slots in the program were reserved for hiring adult men as work supervisors.

While the main purpose of the CCC was to get money to poor families, the
program also aimed at conducting useful work. Thus, large proportions of the
program funds went towards maintaining residential camps necessary for
conducting work in wilderness areas, skilled supervision, and materials and
supplies. Roughly 45 percent of program funds went to enrollee wages. By
contrast, over 80 percent of funds in the Public Service Employment (PSE)
programs of the 1970s went to employee wages. But the 1970s programs are
remembered as being much less successful than the CCC.

2. The WPA was the New Deal’s largest work relief program. It provided federal
funds for work projects operated by State and local governments. Unlike the
CCC, the WPA was a non-residential program. Persons had to be at least 18
years-old to enter, but there was no upper age limit. Eligibility for the program
was based on family need, but persons did not have to be on direct relief to
participate. However, at one point, the WPA’s deputy director reported that 95
percent of enrollees came from relief rolls. Enrollment was limited to one person
per poor family. The program peak enrollment was 3.3 million, and typlcally had
an: enrollment of over 2 million. :



The WPA conducted a wide variety of work projects, but it put most people to

~ work doing manual labor on construction projects. Work projects included
building sidewalks, street curbs, school athletic fields and stadiums, parks,
playgrounds, swimming pools water lines, and landing fields. Non-construction
WPA pI'OJCCtS included sewing clothes, serving school lunches, tcachmg literacy,
and canning food. The WPA also sponsored projects for writers and artists, as
well as local orchestras. Eighty-eight percent of federal WPA funds were spent on
wages, although State and local governments could supplement the federal funds
with their. own money for materials and supplies. These State and local funds
enabled the WPA to conduct construction projects, and meant that for many WPA
projects much less than 88 percent of funds went towards wages. Over its
existence, the WPA built or reconstructed 617,000 miles of new roads, 124, 000
bridges and viaducts, and 35,000 buildings. Notable projects included the
construction of New York’s Central Park Zoo, the Philadelphia Art Museum, and
La Guardia An*port :
During most of the WPA’s life, there were no restrictions on how long a person
could remain in the program. Enrollees did, however, have to accept private
sector jobs if they were available. Legislation in 1939 required that anyone in the
WPA for over 18 months had to leave the program for 30 days. At that time, it
was estimated that 17 percent of all enrollees had been in the program 3 years or
more. In New York City, 42 percent of enrollees had been in the program for
over three years. :

3. The PWA differed from the WPA in that it funded federal, State, and local
construction projects conducted through private contractors. - Due to the use of
private contractors, funds were not directed at the poor but rather more generally
at increasing employment. Thus, the PWA was a public works program rather
than a public jobs program. The PWA preceded the WPA, and once the WPA
was established a division of responsibility was established whereby the WPA
would concentrate on light construction and service projects and the PWA would
conduct heavy. construction through private contractors. The Grand Coulee dam
was built by the PWA. -The PWA’s peak enrollment was 540,000.

4. The NYA mcluded work programs for both in-school and Out-of—schoo] youth.
These were relatively cheap, non-residential projects. Most jobs were part-time.
The NYA can be seen as the antecedent of the Neighborhood Youth Corps of the
1960s and the current Summer Youth Employment Program, although it is unclear
whether these latter programs were designed in any way ‘based on the NYA
expenence Peak enrollmcnt was 808,000. :

Some observations on these depression-era programs include the following:



o President Roosevelt and Congress understood that direct income support
was cheaper than work relief. Estimates were that work relief was 37
percent more expensive than direct relief. Nonetheless, the President and
Congress decided to go with work relief because of a general loathing for
simply paying out cash welfare to persons. There were people at the time
who argued that direct relief could serve more people.

0 Besides providing income support, public jobs programs can also produce

- useful work. There was within the Roosevelt Administration a recognized
trade-off between these two goals. The conflict between these goals was
evident in decisions on how selective to be in hiring workers, what projects
to conduct, whether to use private contractors, how much funds would be
spent on supervision, and how much funds could be spent on equipment,
materials, and supplies. Within the Administration, there were advocates
of both the income support and the useful work goals. - The different work
rehef programs varied in the emphasis placed towards each goal. The
WPA was aimed mainly at income support, and a high proportion of its
funds went to wages for the participants. By contrast, the PWA and CCC
spent a much greater proportion of their funds than the WPA on
supcmsmn, equ1pment and materials.

o Combined, the New Deal work relief programs employed about 4 million
~ people a year out of a total population of less than 130 million. This would
be the equivalent of employing 8 million people today in public service
employment. The WPA’s $1.36 billion annual budget made up over 10
percent of the federal government’s budget and over 1 percent of the
country’s GNP. An equivalent expenditure relative to GNP today would
amount to a' public works program costing more than $60 billion a year.

III. Previous Efforts to Re-Create Public Jobs Programs

The New Deal public jobs programs were discontinued with the need to mobilize the
armed forces for World War II. As the end of World War II approached, President
Roosevelt spoke in his 1945 State of the Union address about an American Economic
Bill of Rights and his plan for continued public works projects. However, no major
public jobs programs were cnacted at the end of the war.

As part of the War on Poverty, the Nelghborhood Youth Corps was established in 1964.
The program included year-round components for both in-school and out-of-school youth,
as well as a summer component. The focus of all three components was to provide work
experience for economically disadvantaged youth ages 16 to 21. The in-school program
prowded part-time jobs for 15 hours a week, while the out-of-school program provided
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 full-time jobs. Like thc Job Corps, the program originated in the Office of Economrc
opportunity, and then was sw1tched the Department of Labor.

The Nerghborhood Youth Corps was a fan'ly large program In FY 1968, for example,
the in-school component had an enrollment of 135,000 youth; the out-of-school '
component had an enroliment of 63,000 youth; and the summer program employed
340,000 youth. The Department of Labor continues to run both year-round and summer
programs aimed at disadvantaged youth, but the focus of the year-round programs has
shifted away from employment to job training for out-of-school youth and prepanng in-
school youth for the labor market. : :
Also during the War on Poverty in the 1960s, large-sca}e public employment was
~proposed to address the high levels of unemployment among inner-city adult males.
Secretary of Labor Willard Wirtz argued strongly for a major public jobs program, and
the Kerner Commission on the 1967 Riots recommended a program that would create 1
million public sector jobs in three years. In 1971, a public ]obs program was established
by Congress, and operated under varrous desrgns and at varymg fundmg levels for the
remainder of the 1970s.

In the meantime, there were several attempts in Congress to re-create the CCC Bllls to
re-create the CCC were introduced in 1947, 1950, 1957, 1959, and 1963. In 1964,
Congress established the Job Corps, in large part based on the CCC concept. The

- legislative history of the Job Corps suggests that Congress intended to establish a training
program in the Job Corps contract centers, and to establish a work program liké the -
"CCC in the Job Corps conservation centers. But the conservation centers developed into
construction training programs rather than work programs

In 1970, Congress established the Youth Conservation Corps (YCC) as a summer
program for 16-19 year-olds operated by the Interior Department and the Forest Service.
In 1975, a state component was added to the YCC. In 1977, Congress enacted the
Young Adult Conservation Corps (YACC) as a year-round program for 16-23 year-olds
as part of the Carter Admrmstratron s Youth Employment and Demonstratlon PI‘OjeCtS
Act (YEDPA) :

Like the summer YCC program "YACC had separate components operated by Intcnor,
the Forest Service, and the States. Unlike YCC, funds for YACC were allocated through
the Department of Labor and DOL retained an admmrstratrve function over the. '
program. The program was funded at roughly $225 million a year, with an enrollmcnt of
about 20 000. .

In many respects YACC replicated the CCC. However, it was a much smaller program
than the CCC, and was designed and operated much more cheaply than the original
CCC. While the CCC was entirely residential, YACC was required by legislation to be -
25 percent residential--but it never quite reached that figure. While the CCC spent only



45 percent of its funds on. enrollee wages DOL first- reqmred YACC to spend 60
percent—-and later 70 percent--of its funds on enrollee wages. This sharply curtailed the
supervision, materials, supplies, and equipment that could be used by the program--and
thus the scope of the work prolects .

‘Both YCC and YACC fell victim to the budget cuts started by Premdent Carter and
carried through by President Reagan ’

IV. Public Service Employment in the 1970s

The Public Employment Program (PEP) was signed into law in 1971, and was funded at
roughly $1 billion a year. At its peak, it provided employment for about 185,000 persons. ,
Most jobs were created in local and State government agencies. Eligibility was open to
anyone unemployed for a week or more, was working less than full-time involuntarily, or
working full-time at wages that provided less than a poverty-level income. Sixty-four
“percent of participants were white, 72 percent were male, only 26 percent were high
school dropouts, 31 percent had some post-secondary training or education, and only 12
percent were welfare recipients. The average wage was $2.87 an hour, when the
minimum was $1 60 an hour. : :

In 1973, the Comprehenswe Employment and Training Act (CETA) was passed and

PEP was replaced by a public service employment (PSE) program aimed at structural
unemployment. Funds were to be disbursed to areas of unemployment of 6.5 percent or
more. In late 1974, Congress added to CETA a countercyclical PSE program. The

* legislation for both of these programs specified that at least 90 percent of funds be used
only for wages and employee benefits of participants. In June of 1975, enrollments stood
at 280,000 for both of these programs combined. The jobs in these PSE programs were
mainly in State and local government agencies, and participants were mainly white, male,
and high school graduates. Only 36 percent were economlcally dlsadvantaged

Amendments to these PSE programs in 1976 were aimed at reducing the ﬁseal
substitution of locally paid workers with federally subsidized workers. These amendments
restricted ehgiblhty to persons who had been unemployed 15 of the previous 20 weeks,
" and required that in the countercyclical program all newly hired workers beyond the
number needed to sustain State and local governments at their existing PSE level be
assigned to special projects that would last no more than one year. During the spring of
President Carter’s first year in office, Congress authorized another $4 billion for PSE
programs. Enrollment in these programs increased from 300,000 in May 1977 to 755,000
in April 1978. Also during this period, the proportion of job slots going to commumty
based organizations 1ncreased greatly to 25 percent of the program

There was a large difference in the types of people hired for the State and local
government "sustainment" slots and those hired for the one year special projects in local
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~ governments and CBOs. Enrollees in special projects were more likely to be minority,
high school dropouts and welfarevrecipients.

Job slots in the sustamment component of PSE tended to be in the areas of property

' maintenance, public works, street repair, aides in pohce and fire departments, and park
maintenance. Special project slots also included work in park and street maintenance,
but more generally were in social service positions such as teacher’s aide, health aide,
child care, social work, drug counseling, recreation aide, school lunchroom aides, library
-assistants, hospital attendants, and clerks in social welfare agencies. In 1977, the average
wage paid in sustainment positions was $4.50 and the average wage in project jobs was
$4.32. The minimum wage at that time was $2.30. In 1978, slightly less than 10 percent
of PSE part1c1pants were AFDC rec1p1ents

In 1978, amendments to CETA further tightened eligibility requirements, lowered the
limits on what PSE workers could be paid, and required job training to be provided to
participants. Also during this period, the Carter Administration planned to use public
service employment as a key part of its welfare reform initiative. The idea was to
provide heads of AFDC households with minimum-wage PSE jobs, but the Carter
welfare reform 1mt1at1ve did not become law.

Fundmg for PSE declmcd sharply in 1979 and 1980, and in 1981 the Reagan
Administration terminated the program. In FY 1980, 85 percent of PSE participants had
incomes below the poverty line at intake, and 17 percent were welfare recipients. As
more disadvantaged persons were served by PSE, the wages paid in real terms declined.
While in 1977 jobs in the sustainment component of PSE paid almost double the
minimum wage, the average PSE wage in 1980 was only 26 percent higher than the
minimum wage of $3.10 an hour.

It is difficult to derive a cost per slot figure for PSE programs under CETA--the
programs fluctuated so much from year to year that a steady state was never achieved.
Based on restrictions on how much could be used for purposes other than wages and
employee benefits, a rough estimate is that the cost per slot was around $10,000 in 1980.
Adjusting for inflation, this would amount to about $17,250 today. However, pegged
instead to changes in the minimum wage--which has not kept up with inflation, this would
amount to about $13,200 per slot. If we paid only the minimum wage, the equivalent
PSE job today would cost $10,600 a slot ($8,840 of which would be in wages).

.Obser\?ations about the CETA PSE progréms that are relevant today are as follows:

-- It is feasible to mount a large public service employment program in a
short period of time, and potential PSE slots do exist in State and local
governments and community based organizations. The $4 billion (the
equivalent of $9 billion today) PSE program operated in 1977 had over

-700,000 enrollees.
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- The CETA PSE program differed fundamentally from the depression-era
‘ CCC and WPA programs in that CETA simply mcrcmentally added

workers to existing programs. CETA was a public service employment
program, not a work projects program. CETA did not build new parks or
roads as the CCC or WPA did. This explains why the CETA PSE
programs were so relatively cheap. They involved minimal extra
supervision, equipment, and materials. Re-creating the CCC today, with
some of the light and medium construction that it did in building State
parks, would probably cost about $20,000 per slot (assuming $8,840 in
wages would constitute roughly 45 percent of expenditures per slot). WPA
projects varied greatly, and would probably range in costs today from
$10,000 to $25,000 per slot. CETA PSE programs were much cheaper.
The lack of explicit and visible projects created by CETA also made it
more difficult to defend than the WPA or CCC in the face of anecdotes
concerning make-work jobs, fraud, and abuse.

V. Current Programs

State and local-Conservation Corps. While federal funding for YCC and YACC ended
during the 1980s, interest in conservation and service corps continued in State and local
governments. The premier State conservation program is the California Conservation
Corps. The California CCC is the closest thing going to replicating the old CCC. The
California program has 18 residential centers. spread across the State, plus non-residential
satellites to these centers. The program has an enrollment of 2,000 youth and a budget
of over $50 million. Work projects include reforestation, stream clearance, fighting forest
fires, fighting floods, and.trail development. The California CCC would likely be the
model for any efforts to re-create the original CCC. Evaluations of the residential
component of the California CCC have found that it has been successful at producing in-
program earnings gains for out-of-school youth, but it does not appear as successful in
terms of long-term gains as the Job Corps, a residential work-experience program with a
much stronger educational component.

Overall, there currently are 75 year-round or summer service and conservatlon corps
operated at the State or local level. The combined budgets of these programs are $180
million, and roughly 20,000 youth participate in them each year. '(These programs on
average are cheaper than the California CCC because they are almost exclusively non-
resrdentlal and many are summer-only programs) ~

Summer Youth Emgloxmcnt and Trammg Program The Department of Labor-
continues to operate a large summer youth employment program each year. This past

summer approximately $1 billion was spent on the program, and 656,000 youth ages 16-
21 were served. This represents the largest existing public service employment program
operated by the federal government. Funds are distributed on a formula basis to. local
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- areas, which thcn administer - the program ‘Places of work include pubhc schools,
government agencies, hospitals, and non-proflt organizations.

An evaluation of the 1993 program conducted by Westsat found that enrollees were

- conducting real and productive work, and learning the work ethic. There was little
evidence of "make- work" prOJects Both employers and youths were enthus1ast1c about

the program. :

The study also found that there was a y shortfall in available ]()b slots in almost all local
areas, and that more youth could have been served if more funding had been available--
indicating that disadvantaged youth do want to work if given the chance. Expanding the
summer youth employment program--and extending its educational component year-
round--could be a useful-complement to a new public service employment initiative.

- National Service. The President’s new National Service, initiative will provide for a
modest expansion of State and local service and conservation corps programs. The

“expansion will not be all that great, as the National Service initiative will have a’budget
of only $500 million a year, and much of this will go towards the educational trust and to
a varlety of programs other than the service and conservation 1 COTpS.

- Re-establishing the CCC could ﬁt in cxactly with what the Administration’s goal. o‘f
expanding the national service concept. Conservation corps programs provide youth and
young adults with an opportunity to work towards improving the environment. The
California Conservation Corps, for example, pushes the notion that corps members are
there to:serve the State of California. Conservation corps programs also allow youth who
have not gone on to college a chance to do natlonal service--a good balance to many
service programs aimed mainly at college graduates. A public jobs program for- adu]ts
based on the WPA could 51m1]ar1y be tied to national service themes. A \

VI. A New Public Jobs Prngrom ‘in Relation to the Joblessness of the DiSadvantaged

A new _]ObS program aimed at disadvantaged individuals could be targeted spemﬁcally on
~ high-poverty areas. Targetmg a public jobs program on high-poverty neighborhoods
would keep the costs of the program managcable while at the same time allowing us to
serve a sufficient proportion of the area’s population to have a potential impact on
community values regarding work and the family. A program targeted on high-poverty
communities could reach a significant proportion of both the black and the Hlspamc
poor. Overall, 58 percent of the black poor and 43 percent of the Hispanic live in. 20
percent or higher poverty areas, and perhaps 25 percent of the black poor llve in 40
percent or higher poverty areas..

Such a program could make a SIgmflcant dent in nonemployment among youths in
“depressed areas, potentially havmg a positive effect on social mores about work
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~ Assuming that 75 percent of enrollees in a public jobs program would be males and that
almost all enrollees in these programs would be between 18 and 34 years-old, a.public
jobs program of 240,000 slots would serve slightly more than an estimated 10 percent of
non-employed males in this age group in these geographrc areas.

Restnctmg the public jobs programs to 30 percent or 40 percent poverty areas would
much more sharply focus them on minority groups. For example, in 20 percent poverty
areas, roughly 41 percent of the population is non-Hrspanlc white, 38 percent is non-
Hrspamc black, and 19 percent is- Hispanic. In 40 percent poverty areas, 26 percent of
the population is non-Hispanic white, 47 percent of the population is non-Hispanic black,
and 22 percent is Hispanic. A public jobs program of 240,000 slots targeted on-40
percent or higher poverty areas could SErve over a thrrd of non-employed males ages 18- .
34 in these areas. : , ’

An issue regarding the use of public Jobs to fight ]oblessness in high poverty areas is that
a large proportion of enrollees may need to stay in public jobs over-several years. ,
Evaluations suggest that most existing job tralnmg programs have only a marginal impact
on the long-term employment levels .of enrollees.”? There is little reason to believe that
public employment programs would have a larger impact than job training on subsequent
employment rates. But a large scale jobs program in high poverty areas can potentially
keep labor markets tighter and improve employment prospects for other. resrdents and
for those leaving the programs. . :

It may be pOSSlble to design a publlc ]obs program that provides for natural transmons to
private sector jobs by focusing on jobs involving skills that may be in demand in the
private sector. If we targeted public jobs to such occupations, enrollees could over time
make a transition to the private sector. Nevertheless, it should be kept in mid that it is

- very difficult to make accurate pIOJCCtIOHS of this type. ' i

VII. Design Issues Re‘gardingkRe-Creating Public Jobs Programs

1. Scale. Should the Admrmstratlon be mterested in developmg jobs programs
analogous to the CCC and/or the WPA? At what fundlng levels? Each has its
comparative advantages. A CCC-type program would give youth and young.adults
a more intensive residential experience, which is more likely to have a long-term
impact on their lives. A WPA-type program would be relatively less expensive

. and thus able to serve more people. It is more appropnate for persons over 25
than the CCC. :

2The gains from traditional training programs, such as JTPA Title II, appear to be more sui)stanUal
for drsadvantaged adults than for disadvantaged youths. More intensive programs with a vanety of
services appear more effectrve for youth.
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The CCC would be a complement, rather than a substitute, for the Job Corps.
Even with its proposed expansion over the next several years, the Job Corps will
serve each year less than 4 percent of the 2.4 million economically disadvantaged
youth between the ages of 16 and 21. The Job Corps and the CCC would attract
slightly different popu]atlons of youth--the Job Corps being more appealing to
youth interested in training, the CCC more appealing to youth who want to work
‘ outdoors and perform national service.

It would cost about $5 billion a year to rephcate the CCC at its 1930s level; $800
million a year to replicate it at the 40,000 enrollment level of the Job Corps; and
$400 million a year to replicate it at the 20,000 enrollment level of the 1970s
YACC program. It would take $6 billion a year to replicate the WPA at an ,
enrollment level of 500,000; and $1 billion to replicate it at an cnrollment level of
80,000. :

2. Cost versus Quality of Work Projects. Non-residential CCC could be operated
as cheaply as $12,000 per slot and WPA programs could be operated as cheaply
as $10,000 per slot. To do so, however, would require sacrificing any attempt to
make these quality programs with quality work projects.

3. Public Works versus Public Jobs. This is the distinction between the
depression-era PWA and WPA programs. It is possible to increase employment
by investing in public works projects and then letting private contractors bid to do
the work. This is aimed at increasing employment levels generally. Public jobs
programs directly target the work to particular groups, such as youth the
unemployed, or the poor. Both types of programs can have a role in pubhc

- policy.

4. Eligibility. There are several options for deciding who should be eligible for
CCC and WPA programs. They could be restricted to the economically
cilsadvantaged to high school dropouts, to AFDC recipients and the fathers
attached to these families, or left untargeted. Modern-day CCC programs--
including the YCC, YACC, the California CCC, and most current State and local
conservation corps--are-left untargeted. ThlS enables these programs to avoid
placing any stigma on enrollees and to stress to enrollees that they are there to
serve the public good At the same time, these programs tend to attract a
population that is comprised of 50 to 60 perccnt high school dropouts.

5. Geographlc Targeting. A poss1b1e way to target CCC and WPA programs to
.the poor but to avoid stigmatizing enrollees would be to geographically target -
these programs to residents of 20 percent or 40 percent poverty areas. Applicants
would then not have to show proof of poverty-level income, yet we would still be
reaching the population in greatest need in both urban and rura] areas.
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6. Youth versus Adults. We would need separate programs for youth and adults.

We cannot just shove youth into a program designed for adults. Research strongly
suggests that programs designed for adults are not effective for youth. A CCC-

~ type program makes sense for youth, possibly with a residential component and an

urban non-residential component. Experience with YACC suggests that

- residential programs work best when dealing with a fairly narrow age range of

participants--say the 18 to 23 year-old age range served by the California CCC

Non-residential WPA programs could be aimed at adults. “

7 Residential versus Non-residential. CCC programs can be operated more
cheaply in a non-residential setting, but much of the appeal of the old CCC was
its residential setting.” Most likely, residential programs such as the Job Corps and
the CCC have a much greater chance of turning around a young person’s life than
non-residential programs. The difference in cost between residential and non-
residential programs are not as great as one would suspect, in that typically room
and board is taken out of the paycheck of residential enrollees. This is true in the
California. CCC and was true in YACC. Evaluations have also shown that non-
residential CCC-type programs appear less successful for youth than residential -
CCC-type programs. :

8. How Long Enrollees Can Stay in the Program. At first thought, it would
appear to make the most sense to limit the length-of-stay in CCC and WPA ‘
programs to perhaps a year. However, many inner-city and rural males may have

- very dim prospects of finding private sector employment, and limiting the length-
of—stay in these programs will only result in giving these persons a one-year
reprieve out of poverty. The programs may be more effective if persons have the
possibility of staying in these programs somewhat longer. Long stays in a WPA
program could be avoided by restricting the jobs funded by the program to
occupations with large projected job growth, thus making for a natural progression
to private sector jobs. The program could also require that enrollees rotate into a
two-week job search assistance program every six months as a way of moving
people into private sector jobs.

9. Possible Role of The Army. The Army had a 51gmﬁcant role in the ongmal
CCC'in being in charge of the discipline and logistics of the work camps. The
Army has not had a role in modern-day CCC programs, but perhaps with the end
of the Cold War it does now make sense to involve the Army in these programs.
The Army could take on the same role in residential CCC camps as it did in the
1930s, and surplus Army Corps of Engineers equipment could be used to enable
the program to conduct larger constructlon projects than were done under YACC
in the 1970s.

10. Availability of Work Projects. The Interior Department and the Forest
Service have a backlog of work projects more than sufficient to provide jobs for a

Y
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CCC program at any level at which we could afford to fund it. Reforestation has
many ecological benefits, and for all practical purposes, there is an almost
unlimited number of jobs that could be created in this area. There is much
rehabilitation work that needs to be done in our National Parks. New State Parks
- could be developed, trails could be built and maintained, and cabins and shelters
constructed. There will also be much conservation work as a result of the great
floods this year in the dewest

WPA projects could most appropriately be designed around putting enrollees to
work in high-growth occupations which can directly lead to private sector
placements. Gardening and landscaping is a high growth occupation, and there is
much need in our cities for tree planting and park development. The construction
trades are high-growth occupations, and there is substantial need in inner cities for
housing rehabilitation and the construction of moderate-income homes. As was
done in the 1930s, opposition by skilled workers can be countered by hiring these
workers as foremen.

11. Avoiding Claims of Waste and Abuse. How can we make sure that a new jobs
program is not hit with claims of waste and abuse? Such claims--for the most ,
part, exaggerated--eventually came to define the CETA PSE programs. Avmdmg
such claims was a major concern of the National Service staff in designing their
program. To maintain political support for a public works or public service
employment program, we will need to keep close track of concrete :
accomplishments by such a program (e.g. trees planted, miles of road constructed,
major projects completed, elderly served, etc.). This will be necessary to
counteract anecdotes of fraud and abuse that will inevitably occur.

- 12. Relation to Welfare Reform. Public jobs programs can address welfare
dependency both by employing welfare recipients and by attempting to get at one
of the main causes of long-term welfare dependency--male joblessness. It is likely
that under the Administration’s proposed plan to limit AFDC receipt to two years,
a public jobs program will be developed for recipients who reach their time limit
on AFDC and still cannot find work. There will remain a need to deal with the

* conditions of inner-city poverty and male joblessness that many beheve are
strongly linked to much long-term welfare dependency

13. Political Interest. There currently is some political interest in re-estabhshmg
public jobs programs.” In January, Senators Boren, Daschle, Inouye, Levin, Pryor,
Reid, and Simon introduced a bill to establish a jobs program similar in design to
the WPA. In the last Congress, Senator Simon introduced a large guaranteed
public jobs program. Senator Wofford was instrumental in starting the

- Pennsylvania Conservation Corps when he served as Secretary of Labor and
Industry prior to becoming Senator, and he has. promoted re-establishing the CCC.
Congressman Wendell Ford has advocated for a large public works programs. In
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1983, the House passed legislation to create an American Conservation Corps
funded at $300 million a year. The Senate subsequently passed a much toned-
down version, but it was vetoed by President Reagan. Mickey Kaus, the journalist
and social critic, has also proposed a large public works program as a way of
dealing with inner-city poverty. Re-establishing the CCC could be tied to the
‘clean-up of the Mississippi River flood. The California CCC is an impressive
program, and Administration officials may want to visit it to see what a national
CCC could look like. . '

14. Example Proposals. Re-establish the CCC at a 40,000 enrollment level
(making it an equivalent program in size to the Job Corps) and the WPA at an
enrollment level of 200,000, and restrict these programs to residents of 20 percent
or higher poverty areas. Assuming that 75 percent of enrollees would be males
and that almost all enrollees of these programs would be between 18 and 34
years-old, we would be serving slightly more than 10 percent of the non-employed
males in this age group in these geographic areas. The cost would be $800 million
a year for the CCC and $3 billion for the WPA. If t\he programs were operated at
the same scale but restricted to residents of 40 percent or higher poverty areas,
over a third of the non-employed males between 18 and 34 years-old in these
areas would be served. This would be approaching a scale large enough to
dramatically change social and economic conditions in these target areas.
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