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Reinventing Worker Retraining ™

By STEVE CHARNOVITZ

After months in gestation, a fed-
eral retraining reform may soon be
delivered. “I intend to ask Congress
to literally revolutionize the unem-
ployment and the training system in
this country,” President Clinton has
promised.

"There’s no doubt  that unprove-
ments are needed. But the adminis-
tration’s signals betray a misunder-
standing of the problem. .., . = .
~.. The architect of the mmatwe,
Labor Secretary Robert Reich, de-
scribes the problem as follows: “For
over 50 years we've had an unem-
ployment insurance system pre-
mised on the notion that what work-
ers needed most was. some income
assistance during economic down-
turns until they got their jobs back
in the same company or industry.”.,

Now, the administration says
that's no longer the case; many jobs
are gone for good. What workers
need now, they say, is a “re-employ-
ment system” that will give them

“the security of knowing that they'l]
always be able to get the training
they need as economxc condltmns
change.” :

" In fact, though, the government
has been supporting a re-employ-
ment system for six decades. To be
sure, these programs have often
been ineffective. But it is misleading
to imply that the problem of dislo-
cated workers is a new one or that
the concept of a “re-employment”
. system would be revolutionary. .

‘The unemployment system began
in the 1930s with the Wagner-Peyser
Act, which spawned several new. in-
stitutions, including, for a few years,
the National Reemployment Service.

In the the law creating ‘unem-
ployment insurance in 1935, Con-
gress required that these benefits be
delivered through public employ-
ment offices. This was the origin of
the “one stop shopping” concept in
the delivery of social services.

After World War II, the employ-
ment service began to provide more
retraining for workers displaced by
automation. These efforts were sig-
nificantly expanded after the Man-
power Development and Training
Act of 1962, which noted that the

" skills of many persons “have been
". rendered obsolete" by changes in the

economy.

It is almost certamly true that
this problem is worsening. The pro-
portion of job losers identifying
themselves as being on temporary
layoff has fallen from 32% in
1969-1973 to 27% in 1989-1993 p

- But it is ‘one thmg ‘to say ‘the
problem is getting worse, and quite
another to say the United States suf-
fers from .a new problem. -While
there are troublesome signs, we are
not entering uncharted territory.

. Why does it matter that the ad-

- mmxstratlon is ignoring the past? In

part, it's because if policy doctors
misdiagnose the ailment they may
propose the wrong cure. Further-
more, there is much to learn Irom
efforts to help dxslocated workers in
the past. ., R Al P
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+-What ‘are some- of the lessons
from the past? One is that the em-
ployment service has suffered from
too much reorganization. For exam-
ple, the close link between job-
matching and unemployment insur-
ance was broken years ago in order

“to encourage employers to use the .

employment service for recruit-
ment. It was thought that unemploy-
ment insurance clalmants ‘were not
upscale enough.

Another lesson is ‘that retraxnmg
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costs money. Although there have:
been a succession of programs to
serve dislocated workers, none of
these programs had sufficient mon-
ey for mid-career training, -

-A third lesson is that the federal
government has been a faithless
partner to the states. The key na-
tional role — such as ‘clear policy
direction, research on the best tech-

may be time to rethmk the whole
relatxonshxp S ‘

unemployment system “a joke for
the economy we're facmg today.”
Maybe so. But it’s not clear the ad-
rmmstratlons reforms w111 do any
better

’‘Rather than adopt the orgamza-
" tional changes suggested by the La-
bor Department, such as consolidat-
ing a raft of ineffective programs,
the administration should reinvent
the three relationships that underlie
the system: federal-state, worker-
government and government-em-
ployer links. The government must
start treating states like democra-
cies, “workers like adults and em-
ployers like schools. "

past 30 _years is not the growing
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ments. The strong federal role in

- employment programs’ that made

sense in 1935 no longer does. Many

. federal programs can be decentral—

lzed to state governments. _ .
The difficulty with trying to ‘fine-

. tune the existing model is that all of
. the incentives are wrong. nght now,
. Congress raises the money and the
'states spend it. Congress is perenni-
niques ‘and outside evaluation — -
have been carried out very badly. It

ally unhappy with the quality of the
programs and the states are peren-

: nially unhappy thh the sufﬁcxency

- of their funding. - : (ERETIE

_ President Clinton has called the : tual lack of accountability.:State .

- The present system is one of mu-

governors aren’t accountable - for
poor trammg because these are, af-
ter all, “federal” programs. Real re-

- form would make the states respon-

sible for' their own results. il
Second, the ‘system’ should cul-
cate more responsibility in workers

: to upgrade their skills. Workers
* must recognize the’ sad truth:"The

+ government does not know where

; the jobs of the future will be."Gov-
: ernments should spend more for re-
: training, but workers should ' be
. asked to pay a share of these costs.

: This will increase the likelihood that
. workers will fully engage them-

. .- selves in the retraining.
"The most relevant change m the .

duration of layoffs but rather the :

unprovmg quahty of state govern-
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Third, the nation must ‘find ways
to expand the role of employers in
training displaced workers. Ideally,
growing industries’ would _carry out

- much more retraining..

One approach to this problem
would be to offer a payroll tax cred-

“it to an employer who hires a dis-

placed worker, retrains him and
then loses him to competitors within
a set time period. Another approach
is to allow training vouchers to be
used for on-the-job training. ™+

The recent debate over the North
American Free Trade Agreement
underlines the need for better work-
er adjustment programs. iUnlike
some of his predecessors, Mr. Clin-
ton sees the problem and wants to
fix it. He should take care that his -
administration does not reinvent the
wheel, or worse, roll xt in the wrong
direction.

Steve Charnovitz is policy director
of the Competmveness Policy
Council in Washington.
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