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1. Introduction: For-Industry State Subsidized Training Programs

Recent attemﬁts to link education and economic growth more closely have
become an important and sometimes controvers1a1 issue among politicians,
‘business people, educators and other public officials. Broadly stated,
.many states and loca! communities are attempting to coordinate and fine tune
the-education of their people with private industry's investment strategies
and the state's aspirations for economic development. Nowhere perhaps is
there greater closeness of these ties as in the state subsidized special
short-term for-industry job fraining programs.

The programs have different names in different states; in South Carolina
where the programs began in 1961 they are called “Special Schools," in Minne-
sota, "New Jobs," and in Texas, “ProfiTrain." By 1975, almost every state
had some form of subsidized-for-industry training programs. Though they vary .
. in detail, many share a common theme; an industry willing to relocate itself
to a n&w stafe, or an industry which expaﬁds in a place it already operates,
is provided with job training for its workers at little or, as is becoming
the norm, nu cost.

- The programs Are usually short-term, ranging'from 2 week to a few

months -- although in some cases they run as long as a year. The state.
either provides instfuctors or pays for the time of the companies’' own

instructors. Classes take place at a local school, a building rented by
/ the state, or the firm's factory. Equipment and ﬁaterial is either provided
by the state directly or somgtimes lent by the industry. Trainees are either
not paid at all, or sometimes paid throygh CETA grants and othér federal and
state job training monies. The programs generally involve extensive partici-
pation of a state's economic development agencieﬁ and vocational education

departments.




The closer ties now being forged between state education departments,
especially vocational education departments, state economic development depart-
ments, and business people, through special state-sqbsidized for-industry
training programs have.been lauded by public officials and leaders in business
as an important step forward in the creation of local jobs and in the education
of the local citizenry. They have been vérious1y described as inducements
for the éreation of new business and the expansion of existing ones, as well
as an essential tool for devgloping local community's economic base. ~They
have also been criticized as one in a battery of techniques that are used by
states to hire jobs away from one another. ‘

This study-examines the use of special for-industry training programs
in two states: South Carelina and Minnesota. They have been chosen among
other reasons for their éeographic disparities as well as the different
historic origins of their programs. Both states also have large rural popu- ~
lations. South Carolina's.program began aimost 20 years ago as the first in |
the nation. Minnesota's program, less than five years old, is like many
other similar state programs, modelled on South Caro]fna’s effort, and in
a sense, represents an attempt to uszs the South Carolina experience to
improve economic development prospects in Minnesota;

The stated'gafﬁase of for-industry training programs is to create jobs,
and thus provide state residents with better job opportunities. Educational
and economic development advertising promotionatl matérial by state agencies
explains that these programs reduce or eliminate a company's need to train
its employees,'provide future employzes with high quality training and
therefore represent both a benefit to the employer and employee.

/ The study examines the goals of the programs, and their accomplishments.

Through existing data and interviews with state and federal officials as well
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as others involved in education, job and economic deve]oﬁment in these states,
a composite picture is drawn. The resulting conclusions indicate much broader
education, economié and social implicaticns than n these relatively small pro- -
~grams might 1nit1a11y appear to imply. In €éome cases they raise immediate

policy and legal questions about the specific strategies being usedz)




2. South Carolina's "Special Schoals®

South Carolina's "Special Schools® program claims to be the country's
oldest program in state subsidized direct training for industry. Started
in 1961, the program was part of an evfort by state officials to attract
industry: - Since that time, 64,000 trainees for 535 industrial firms have
passed through the program. |

Almost half of all training has been for jobs in textile and textile-
related industries. Another one-ihird has been in metalworking, with the
remaincer in electrical, chenical, and miscellaneous industries.

South'Caroliha TechnicalAEducation officig]s believe the "Special
Schools" program has played a major rolé in attracting industries from other |
st.tes. They are also proud of the fact that the program is being imitated
by other states. |

During the late fifties, according to Impact, the official publication
of the Tech Board, industries began moving to South Carolina to take advantage
of the "mild climate, ample land and water, and a work force wanting and
needing jobs." The problem says the publication, "Industries scon realized
that few of their potential employees had the background and training rieeded
and that they were faced with providing the training themselves." "If the
state did not train people for these industries,” said a state 1eg1s]at1ve
study committee at the time, "they would go to other states."

In order to compete with other states and to provide industry with a
constant stream of trained personnel, a system of 16 post-secondary technical
centers were built between tge mid-60's and mid-70's. The Tech Centers, or
Tech Colieges as many are now éa]]ed, have been built within a 30-mile
radius of 90 percent of the state's population, and provide both two-yéar

and four-year degree programé. By 1978 over 140,000 students were enrolled
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SPECIAL SCHOOLS TRAINING PROGRAMS
September 1961 - June 1979

.GENERAL CATEGORIES OF TRAINING

Number of . Number

Companies Trained
Chenicals & Plastics | 19 1,803
Electricil 21 4,097
Metalworking 154 23,269
Textile & Textile Related 252 30,078
Miscellaneous | 89 o 4,409

TOTAL 535 63,656

Sources State Board for Technical angd
Comprehensive Education, Columbia,
South Carslina,
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in these centers.

Tech Centers serve as the local base of operations for the Spec{ai
~ Schools programs. - In Special Schoels, according to Impact, "Training programs
'were prepared to respend quickly and pragmatically to tha neads of industry."
Hhen a campany indicated it would move to South Carolina, planning and training
was provided so that when the plant opened its doors, skilled employees
were ready to begin work " In some cases the c]assrooms for industry are
housed in the Tech Center, in other cases they may be at a rented building
or an industry’s own plant. Recruitment, screening and testing of the
trainees is usually done by the.state agencies, with industries intimately
involved; final hiring is the exclusive decision of industry.

Post-secondary vocaticnal education in South Carolina techhical]y operates
under the guidance of the Department of Vocational Education of the State Board
of Education. In fact it operates virtually as a separate agency wi;h its
own budget and purpose.

According to Dr. Moody Oswald, director of tiie Department of Vocational
Education, his agency administers funds, data, and reporting for the Tech
Board in order to meet federal requirements of PL 942-82. But effectively,
says Oswald, "They operate by themselves." The major relationship between
the State Department of Vocational Education and the State Board for Technical
and Comprehensive Education, says Oswald, is to keep each other informed about
their programs (articulatfon). That is, to keep the Teéh Board informed about -
the Department.of VccationallEducation's programs and to keep the Department
of Vocational Education infofmgd about the Tech Board's post-secondary pro-
grams. In recent ysars some secondary vocational schools have come into use

as sites for Special ¢ hools programs.
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3. Miinesota's "New Jobs"

In Minnesota, special government-subsidized trainfng programs, called
"New Jobs" were developed in direct response to similar programs in other
states. "The one hunered percent (free training) concept," says Mel Johnson,
Diractor of Program Improvement and Information, for the Division of Yoca-
tional and Technical Education, "is based on competition with other states --
that's what industry expects.” Johnson's Division, part of the State Depart-
ment of Education, is responsible for administering the program. At the time,
accordwng to another source, ‘Oklahoma was attempt1ng to lure Minnesota
industries with offers of batter climate, lower taxes and free training. '’

New Jobs, only four years old, has been a relatively small program,
having trained 1700 workers for 24 industries at a cost of $710,000. Training
takes place either at the job site, or in one of the state's 33 Area Vocational
Technical Institutes (AVTI'S). Like similar programs in other states, the
training costs of instructors, facilities, equipment and administrative costs
are provided free to participating industries. While the New Jobs program
pays all trainirg costs, several state officials emphasize they can subsidize
a larger part of industry's training costs with Adult Education funds. "We
can cover 65 percent of the cost at any time," says Wes Cochrane, Assistant
Commissioner of the Minnesota Department of Economic Development.

Unlike South Carolina's Special Schools program, New Jobs is willing to
use programs Tike CETA to pay workers during the training periodsf In fact,
the criteria for projects stafes: "The CETA prime sponsor must be cortacted
s thatnthe company is assured of CETA program services, if eligible." In
Qeneraf, however, CETA has played a minor role in these programs.

Typically, New Jobs training programs have varied between 10 to 50

trainees, with four programs, involving between 160 and 210 workers each,



comprising almost half the total New Jobs effort. The kind of job trained
for ranges from gérment manufacture to welding, from large-scale power generator
manufacture to hospital nursing. To qualify a firm agrees to hire ten new
.workefs over a six-month period. Most trainiﬁg periods average iess than
90 days, with an average cost per trainee of approximately $450.

"The wide range of jobs reflects the policy of approving projects oﬁ
a first-come, first-served basis. The process for selecting companies to
participate in a New Jobs project resembles the process used for Special
Schools in South Carolina; if the state has the training money available, and
if a cohpany is moving to the state or expanding within the state and fills
out the proper forms, it will usually get the training money.

Although the state Department of Education administers the New Jobs
program, the screening of poténtial trainees is carried out locally. In some
cases companies may ask the unemployment security office (Job Service) to do
the actual séreening, in others they may #sk the Job Service to pass the
applicants on to the company which will screen directly.

The programs began in 1977 with the use of an initial $80,000 of federal
discretionary funds for vocatiohal education. The stated purpose of the
programs was "encouraging the expansion, retention or new arrival of manufac-
turing firms in Minnesota." Eight New Jobs projects were involved in training
over 600 people using federal funds. The remaining projects used funds from
the state's New Jobs program appropriations, from.A&ult Education fbnds, and
from'state Special Needs funds.

Through an agreement between the two state agencies, New Job projects
must be approved by the Department of Economic Development, with the Depart-
ment of Economic Development carrying responsibility for implementation.

During the first year the Economic Development official partic{pating in

13



the program was funded with vocational eddcation monies,

A few years after th program began, the legislature called a halt to
its operation. The action, says Mel Johnson, responded to a stronger state
economy at the time. ."But then wé started losing business to the Sun Belt and
the program was put back in."‘

The policy for funding New Jobs has varied. When the appropriation for
New Jobs was stopped by.the legisiature in early 1980, the Department of Edu-
cation continued to offer industry training with Adult Training monies allowing
the state to pay 65 percent pf industry's training costs.

In early 1980, the Minnesota Legistative Advisory Committee decided‘
not to release the remaining funds of a two-year $500,000 appropriation which
had been earmarked for the New Jobs program. The decision was made as the resuylt -
of a disagreement between the Legistature, and the Department of Education
over the goals and procedures for the New Jobs program.

Criticism of the New Jobs program has focused on the type of job being
trained for, the type of companies involved, and the location of the training
programs. At the heart of the criticism was the Department of Education's
policy of making the New Jobs program availabie on a first-come, first-served
basis. .

Critics in the legislature and to a certain extent in the Department of
Economic Development have questioned the use of funds for minimum wage type
Jobs, for "dead end" low skill Jobs. According to obe economic de@e]opment
official who asked not to be named, "We didn't support Vocational Education on
New Jobs because it's not pr;perly targeted -- not all of the jobs are good
Jjobs, some are low paying.”

Some public officials and political representatives have quest1oned the
necessity of using public subsidies for job training; many have felt such

subsidies are not critical to a firm's decision to-expand or move to the state.

14




Some Minnesota legiSIators feel industry should be required to pay all
or at least part of the cost for training its employees. Others criticize
the program for locating the preponderance of New Job. projects in rural
rather than urban areas. And they have also ~aised ﬁuestions about the use
of traiﬁiﬁé funds withgut.a plan of what kind of job needs to be developed

"~ to have a positive economic and social fmpact on a comm:nity.

-9- 15



-4, " Tha Bénefits for Industry

The benefits of "Special Schod]s" to industry in South Carolina, say
state and business officials, is the state's help in the procass et screening
potential employees. .South Carolina's training in its "Special Schools"
programs is most often for simple repetitive tasks typical of textile and
metalworking factory assembly 1ine operations.

With help from the staté's Job Service and business management people,
the Development Board and the State Board for Technical and Comprehénsive
Education (Tech Board) will screen workers for attributes which business
considers desirable for these jobs. Typically business prefers a ratio qf
five applicants td every one person chosen;_in some cases, more.

According to Earl Ellis, Director of the Special Schoals program, "The
big attraction is the screening process." In this process, business is able
to specify whafever fequirements it has for employees, and to review every
applicagt before he or she is accepted for the training program.

The attributes screehed for, according to Tech Board and Development
Board officials are cooperativeness with and loyalty to employers, punctuality,
attitude towards work, previous skill level and job experience, criminal back-
ground, aspirations in 1ife, and record of union activity. According to
one Tech Board official, this is called the “pre-employment weeding-out process.®

The lack of union activity in South Carolina, says Robert E. Leak,
Executive Director of the state's Development Board and ex-officio member of
the Tech Board, is the statg's singular most important attraction for industry.

.nions have given managers such fits," says Leak. The state's "right-to-
work” law and .the screening provided by the Special Schools programs, according
to Leak, provides an attract1ve inducement to expanding 1nuustr1es within the

state and those 1ooking to relocate from other states.




Special ‘Schools screens ‘for previous union background of the applicants
in order to determine the potential loyalty and cooperativeness of the work-
~ force to 1ndu£tty. "If you're known to be a»gpion agitator," Leak explains,
_“ydu'lI be drophe& from consideration.” In add%tion. he éays. state officials
'Job applicqnt's previous criminal record.

hccording to several officials interviewed at both the Tech Board and
the Development Board, a singular attraction of the Special Schools program
for industry is.that no trainee who enters the program is guaranteed a job,
nor are any of them Paid during the training sessions. ITrainees in the
Special Schools program are required to sign an agreement which specifically
states they understand they won't‘be guaranteed a job.

The advantage to industry of the lack of pay, according to N.L. “Butch“
Ball, an Administrative Assistant of the Tech Board, is that the trainees must
demonstrate their interest in competitioh‘with other applicants.

“You have to put up with a lot of garbage," says Ball. "You have a
regular job, you have to come in three hours a day, three days a week, you
have a wife and kids." Although jobs are not guaranfeed, those who are
willing to go through this kind of ordeal without pay, says Ball, will
usually find themselves with a job when they finish the program.

More precisely, the lack of job status during the training process,
according to Leak, protects companies against potential lawsuits by trainees
for possjble infringement of their civil rights. "People who can;t.hack it,"”
says Leak, "are dropped withdut recourse. You can't go to EEQOC or some other
agency because you're not (offfciaIIy) employed. If you're in an on-the-job
progrém and yoﬁ're dropped, ycu might bring an EEOC action. This involves

time for the industry."

. 17

ol



Another problem which the state can help industry overcome is to find
lTocations for industries seeking to avoid meeting EEOC requirements for
minority hiring. If an industry locates in a predominantly minority area,
says Leak, thefr hiring composition by Jaw must'reflect thé—;;;ufétion of
that area, "Management believes if it locates in a minor%ty area, they're
mﬁre Tikely to be organized (by unions)... If business doesn't want to locate
in a minority area because they don't want to hire minorities, then we have
to Tocate them someplace e}se or we lose them."

A]thouéh training in a §pecia1 Schools program is technically available
to any qualified person who applies, in fact the program is often used to
rastrict the movemen; of workers from one industry within a community to .
another. This policy, says Leak, restricts the "raiding" of one industry
by another. If officials in charge of screening find that a large number of
applicants for a new Special Schools training program already hold jobs in
4 particular local industry, they will restrict the number of applicants
from that industry that will be allowed to enter the program.

This policy appears to respond to the concern that business peopie and
other state officials havé expressed. Many of the state's industries,
especially those in textiles, have a large, relatively low-paid labor force.
In many rural communities. these firms tend to be almost the only source of
industrial jokz. The introduction of a new industry in these communities,
while payirg lower wages than in many other states, will often represent
higher wages than those in local textile Jjobs. Textile industria]fsts have
sometimes lobbied through local chambers of commerce and state legislators

to restrict the introduction of these new jobs.
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5. On Job Creation

The use of for-industry training programs ultimately raises the questions
of how necessary they really are -- that is, would ;he "as is" situation of a
particular state be s%gnificantlx different without them. - More specifically,
does this "education" component of a state's package of economic inducements
to industry in any way a}ter a company's decision to expand in or move to
a state. '

Public officials in vocational education and economic development
agencies in both states claim their special job training programs help create
new jobs. None, ﬁowever; were able to offer any independént evidence to
supﬁort this hypothesis. What was offered to document job creation were
statements that company officials told public officials that the free job
training was critical to a company’s decision to expand, and letters of
endorsemént frqm these company officials. This type of documentation tends
to be self-congratulatory, rather than precise. A description of Minnesota's
New Jobs program by its supervisor,'Stanton L. Williams, for example, notes:

"Industry and Chamber of Commerce repreéentatives
have used such terms as fantastic and unbelijevable
to express their opinions of the program."

The supervisor routinely asks for letters of endorsement from companies
which have used the program. It is not unexpected that firms receiving ~
government subsidies will support these programs. With no independent evi-
dence to prove their c]aims,.companies often imply or outrightly state that
the job training was a major factor in their decision to expand and create
Jobs. - Given the relatively small amount of Job training subsidy, and the
relatively large companies involved, it is difficult to find such claims

credible. One notable example comes from the Crenlo Company af'Roéhester,
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,3};{M¥nne§6ta. a divisioh-of Businéﬁs Equipment, Inc. which received $97 for
each'empIOyee trained: |

"... it 1s our confirmed belief We would not

have been able to have added 167 persons in

1977 and a minimum of 100 more at the present

time without the new job training funds."

The savings to employers ranging from approximately $250 per trainee
in South Carolina to approximately $450 in Minnesota tend to support the
conclusion that the actual tfaining component of this inducement is a minor
factor. On more extensive qdéstioning officials and business people agreed
that this order of cost is not critical to a company's decision to reiocate
or expand jobs. What they did emphasize however was that it was an important
gesture of gratitude and symbol of welcome.

The argument that vocational tréining is in ifself a significant factor
for,attracting industry can be considered questionable. Massachusetts, for
example, with the highest per capita expenditures for vocational education
in 1976 experienced one of the Towest state rates of job growth between
1970 and 1978. At the same time Arizona, New Haﬁpshire and Texas, with
vocationa]lper capita expenditures far below the national average, were
expefi;ncing some of the highest job growth rates in the country. New York
State, spending about double the per capita vocational education money of

. these staﬁes, had the lowest rate of Jjob growth for the same period. Nevada,

T thch ranked 47th in its Per capita spending for vocétiona] education in 1976, °

had during the period 1970-78 one of the nation's highest rates of job growth.]

1. See Vocational and Technical Education, Selected Statistical Tables 1976
Office of Education, U.S. Department of Health, Education, and Welfare. Cited
A Study of Business Climates of the Forty-eight Contiguous States of America.
Prepared for the Conference o State Manufacturers Associat1ons\(C0$MA by
Alexander Grant and Company, Chicago, March, 1979; State job growth figuras

from U.S. Department of Labor, Bureau of Labor Statistics.

IToxt Provided by ERI
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Indeed by 1975, Nevada was the only state without some form of for-industry
subsidized job training program.1 '

For mos;’industrfes, the available gvidence suggests that labor wage
rates and lével of unionization p]a}'a much stronger role than state spending
for job ffiining a;wbther subsidized incentives in attracting industries.

A few years ago industrialists from 39 state.assocfations comprising The
Conference.of State Manufacturers.Associations (COSMA) were asked to vote

_ for'categories most important in determining a favorable state climate for
business; 24'voted for “Avéragg weekly manufacturing wage" 23 voted for
“Labor union membership," whilé.only six votes were received for "Vocational
spending per Cap{ta.“2 A 1977 report by the Department of Labor stated,
“"Labor is the sfﬁglé most.important input into the production of a firm,
accounting for épproximately sixty percent of all input payment§ on a national
basis."3 “ |

Between 1970 and 1978 the 25 least unionized states (less than 20 per-
cent unionized in 1972) added double the jobs for each of their residents
than did the 22 most unionized ones (those more than 20 percent organized).
During the same period, the ten least unionized states added more than triple
the numBer of jobs for each of their residents than did the ten most unionized

states.4

1. .~dustrial Development, November-December 1975.

2. Alexander Grant & Company, A Study of Business Climates of the Forty-eight
Contiquous States of America, Prepared for the Con erence of State Manufac-
turers’ Associaticns (COSMA), Chicago, March, 1979.

3. United States Department of Labor,. Rural Oriented Research and Development

Projects: A Review and Synthesis (Washington, D.C.: United States Government
rinting ce, ).

4. Department of Labor, Buread of Labor Statistics.
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Energy costs, which are often cited in explanations of differential
regional job growth, have actually played only a ‘minor role. These costs
are critical only in a limited number of industries like petro-chemicals,
basic metals (§tee1 and aluminum), paper and paperboard and cement. While
these industries use the bulk of the country's industrial fuel, they employ
only a tiny portion of its workforce. In 1975, the eight largest energy-
using 1ndustrie§, used nearly half of our industrial energy, but employed
less than 2 percent of the workforce. America's total industrial energy
was $27.6 billion in 1976; mqnufacturing salaries by comparison were
$233.4 billion.

A 1978 survey o% studies of business location decisions by Professor
Bennett Harrison of M.I.T. and Sandra Kanter of the University of Massachu-
setts confirms the view that special business incenti?es offered by the states
has little effect in inf]uencfng business location decisions.

“With few exceptions the empfrica] literature fails to reveal signi-
ficant plant relocation or expansion resulting from (or even correlated with)
differentials in state business incentives ... In most cases access to markets,

labor costs, and the availability of physical space were paramount locational
considerations."2

While there are no definitive studies of the specific effect of job-
training subsidies on a firm's decision to expand jobs, a number of studies
of the role of state tax incentives (incentives which aire often mth larger
than job training subsidies) indicate that such incentives play little or no

role, in a firm's decision o create jobs.

1. Annual Survey of Manufacturers (1974, 1975, 1976). Fuels and Electric Energy
Consumed, United States Department of Commerce, Bureay of Labor Statistics,
Washington, D.C.; SA, 1978.

2. Bennett.Harrison, Sandra Kanter, "The Political Economy of States' Job
Creation Incentives." American Institute of Planners Journal, Qctober, 1978.
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A 1979 ;tudy of state tax fncentives by the Public Interest Research
Group concluded,-"There is 1ittle evidence to suggest that tax subsidies
are relevant factors in corporate decisions either to relocate from one
state or region to another or to increase investments and jobs in already

ex'ist'ing-plants.“'l

Columbus Ohio's Academy of Contemporary Problems in a
1977 survey of “The Impact of State and Local Fiscal Incentives on Economic
Deveiopment,” arrived at's{milar conclusions.? |

The lack of significant evidence to prove the Job creation attributes
of subsidized job traihing'is not to say that training and skilled workers
aren't attractive for many industries. What is being questioned is whether
the training subsidy itself alters an industrial decision, and Qhether a
company would not, in the absence of zuch subsidy, be willing to expand
jobs and train .its own workers. '

In Minnesota, state aconomic development officials were skeptiéal of
st§te Incentives. Wes Cochrane, Assistant Commissioner of the state's
Economic Develonment Depaftmen<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>