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1. Background on Information Technology (IT) Skills Shortages and the Roles of
Education, Training, and H-1B Visas in Addressing Them

While the recent deflation of the stock market bubble has received specid attention, the concurrent
shakeout inthe I T-intensive segment of American businesshas particular implicationsfor skill needs. It may
represent a pause in rising demand for workers with computer skills, a phenomenon that drove the
expanson of the H-1B visa program during the 1990s.

Thedifficulty that many employerssaid they faced infinding skilled workersin the 1980s|ed to the cregtion
of the H-1B visa program in the Immigration Act of 1990. Under this provision, up to 65,000 workers
could be admitted each year on 3-year visas, renewablefor another 3years. During the mid to [ate€1990s,
firms building and using computer hardware and software expanded their use of the H 1B program.
Employers and other representatives of I T-intensve industrieswerein theforefront of those daiming that
not enough U.S. workers possessed the requisite skills and that more workers were needed from abroad.
For an anadlysis of I'T workforce issues, see Committee on Workforce Needs in Information Technology,
October 2000."

The number of available H-1B visaswasincreased to 115,000 per year for fiscal years 1999 and 2000 as
part of the 1998 American Competitiveness and Workforce Investment Act (ACWIA). To helpincrease
the supply of skilled U.S. workers over the long term, and thus lessen dependence on imported workers,
Congress a so mandated afee of $500 per visa, of which 56 percent was esrmarked for kill training grants
adminigtered by the Department of Labor (DOL). The 115,000 limit on visas was reached about three-
fourths of the way into Fiscal Year 1999, and about half-way into Fiscal Year 2000. The visalimit was
increased to 195,000 per year for Fiscal Years 2001, 2002 and 2003 as part of the American
Competitiveness in the 21% Century Act, passed in October 2000. Asof March 7, 2001, the Immigration
and Naturalization Servicereported that gpproximately 72,000 worker visas had been approved againgt the
195,000 celling for Fiscal Y ear 2001, which began on October 1, 2000. Thisrepresentsapace about that
of Fiscal Year 1999, but recent media reports indicate adowdown in hiring in the industry, which could
mean that the higher visalimit will not be reached. 1T-sector firmshave been by far thelargest usersof H-
1B visas, with over hdf of individuas approved for visas coming from India. Another mgor sector of the
economy that has made use of H-1B workers since the start of the program is hedlth care.

U.S. workersand their advocates have argued that employers should make grester effortsto upgrade, train
andretainaU.S. labor supply. To help addressthisconcern, DOL in 1999 issued a Request for Proposas
to provide traning prograns usdng the H-1B funding stream.  Additiond October 2000
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legidation increased the H- 1B visafee from $500 to $1,000 and stipul ated that 55 percent of thefeewasto
fund education and training for the occupations most in demand.

DOL awarded the first 43 H-1B skills training grants during Caendar Y ear 2000. Each grant isfor 24
months, and the maximum grant amount is $3 million, with atota of $95 million committed. The grants
focus on providing technica skill training in information technology and hedlth care occupations to both
employed and unemployed workers. Some of the grants are particularly targeted on groups under-
represented in high-skill 1T jobs, such as women, minorities and individuas with disgbilities.

The 1998 legidation required that grantees must be Workforce Investment Boards (WIBS) or operating
entities, such as area One-Stop Centers.  Matching funds of at least 25 percent of the grant must be
provided from non-Federa sources. In order to meet thisrequirement and, moreimportantly, to improve
the chances for project success, grantees are collaborating and forming partnerships with an array of

organizations intheir loca workforce training communities, employers and their associations, trade unions,
and both private and public educational inditutions. Grantees and their partners are usng one or more
training drategies, such as classsoom learning on ether a term or open entry basis, distance education,

condensed versons of academic coursework, employer or industry-based certifications, and work

experience programs. Sometraining istailored to specific firms, other programs are casting abroader net.
In order to get asense of how theseinitia programs are doing, DOL asked KRA Corporation (KRA) to
gudy asmal number of them. Thisreport isarevised verson of the document on which KRA’s June 1,
2001, presentation to the H-1B Grantees Conference was based.

2. The H-1B Projects Are In Early Stages of Implementation

Our report isbased on field visitsto, and examination of materidsfrom, six of the 43 first year grants. Two
grants were selected from each of the three rounds of funding. We aso attempted to get a geographic
gpread, as well as including two grants targeted to hedthcare workers and four grants targeted to
information technology workers. The priority tasks for the Ste vistsincluded: determining the context in
which the project originated; following the project’ simplementation history; confirming the roles played by
the various partners; understanding how participants enter and move through the training process, and how
services are ddivered; and documenting how any mgor chalenges have been resolved.

This report should be regarded as a snapshot of where the Six projects visited were in the Spring of 2001.
Because the sampleis smdl and non-random we cannot reliably generalize about the sate of dl of the 43
projects, but based on this and similar reports KRA has completed for DOL, we believe that some
common qudlitetive dementswould be found in acomplete examination. Moreover, by benchmarking Sx
grantees performance a this early date, the remainder of the group can better gauge their own progress
and perhaps obtain some ideas on heping their own programs work more smoothly.
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The grantees whose projects we visited are (funding round in parentheses):

The Workplace, Inc., Bridgeport, Connecticut (1)
Philade phia Workforce Development Corporation, Inc., Pennsylvania (1)
Louisville and Jefferson County Workforce Investment Board, Kentucky (2)

Houston Galveston Area Council, Gulf Coast Workforce Development Board,
Texas (2

Kansas City Full Employment Council High Skills Consortium, Missouri (3)
South Dakota Department of Labor (project centered in Aberdeen, South Dakota) (3)

We are grateful for the cordia reception and cooperation we received during each of the six vigts. A

summary comparison matrix of the projects is presented in the appendix. Comments and findings from

these vists and KRA'’ s review of materid obtained in connection with them form the basis for the short
descriptions following in sub-sections 2.1 t0 2.6. Section 3 highlights various practices we observed that
seem to promise good results. The fourth main section looks a some cross-cutting dimensons of grantee
performance, while the last section presents some conclusions and suggestions for the second and third
round of andysesthat DOL is funding.

2.1 The Workplace, Bridgeport, Connecticut

This project isacollaboration, in which the main partners are The Workplace, which operatesthe
One-Stop Center in Bridgeport; Norwalk Community College; Pitney-Bowes, Inc.; and
Pepperidge Farms. Pitney-Bowesand Pepperidge Farmsarethetwo lead employers. At present,
training isbeing provided just to incumbent workers at Pepperidge Farmsand Pitney-Bowes. The
project design calsfor extending the training to employees of other firms and to unemployed and
displaced workers. Some job openings are expected to materidize as newly trained incumbent
workers are promoted. Both technical skills and interpersona skills training are offered on the
employer’s Site; as additional employers are recruited to the project, it is expected that at least
some of them will etablish onStetraining centers of their own, and other firmswill be ableto send
their employees to centers providing the kind of training they need.

The technical courses currently available for incumbent workers at the lead firms include some
modules in manufacturing processes, eg. demand planning and qudity control, modules in
information processes, and generd accounting. Trainees typicaly have medium to high levels of
skills such as math and English. Once occupationa standards have been certified by the Nationd
Skill Standards Board (NSSB), both manufacturing and I T training under the grant areto belinked
to NSSB criteria. Employers can then fed confident that program graduates actudly possessthe
skill sets needed for productive employment.

The Bridgeport One-Stop Center provides a variety of support services, such as assessment,
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counseling, development of individud service plans, individudized job search assstance, and an
automated case management system. The case manager dso asssts customers in developing
resumes that can be updated as new training is received and as job duties change.

At Pepperidge Farms, thefirm offers classes or workshopsin interpersona areas such asdiversity
training, presentation skills, and interviewing skills. In generd, the current focus for the founding
member firms is on helping their workers move up interna career ladders. As more firms are
added, and astraining is targeted on didocated and new entrant workers, both the challenges and
the potential to upgrade the workforce will incresse.  Because dl participants are incumbent
workers at present, both recruitment and placement are taken care of, but both of these functions
will assume greater importance as the project broadens its intake and seeks new employers.

2.2  Philadelphia Workforce Development Corporation (PWDC),
Philadelphia, Pennsylvania

The PWDC isthe grantee for this project, which is operated by Philadel phia Hospital and Hedlth
Care Digrict 1199C of the American Federation of State, County and Municipa Employees
(AFSCME). PhiladelphiaHospita and Health Care District 1199C (1199C) has been providing
or financing training ranging from basic skillsto registered nurse qudification to itsmembersfor over
20years. A Training and Employment Fund isfinanced by employer contributions. Morerecently,
the Fund has a so received several grants from the Departments of Labor, Education, and Hedlth
and Human Services, which have alowed 1199C to enroll non-membersin its programs aswell.

The goal of 1199C’s array of programs is to build a better-functioning career ladder system for
area hedth care workers. For someone climbing the ladder from the bottom rung, aworker first
becomes a Certified Nurse Assstant (CNA), then attends the union’s Licensed Practical Nurse
(LPN) schoal while working part-time or an gppropriate full-timeshift, and findly issupported by
the training fund and her or his employer in a post- secondary program leading to the Registered
Nurse (RN) certification. The most common experienceisfor aworker to make one move up the
ladder, eg. from CNA to LPN. The H-1B grant is being used both to enroll more students,
especidly those entering the field, and to provide additiona or better support, case management
and reimbursement for tuition and rel ated expenses. Many students havetraining costspaid by their
current employers, with acommitment onthe students' part to work for the same employer for two
years after graduation. Other students enter the program through the welfare-to-work program.
Such studentstypicaly have lower skill levels and require additiona support services compared to
those dready working in the hedlth care fidd.

Bothtechnological and organizationa changes are hel ping drive increased demand for more nurses
and related personnd with higher levelsof kill. Theared shospitalsand nursng homesand 1199C
see the task as one of developing skillsdl dong the supply chain. Accordingly, the Training Fund
provides remedia and preparation classes on an opertentry/exit modular basisto hepindividuas
qudify for the CNA and LPN programs. Thefirst classof LPN students began in March of 2000
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and will graduate in September 2001. The experience with and feedback from this class has
caused the second cohort, which began in December 2000, to be offered a 20-month course
instead of the first cohort’s 18 months.

Program adminigtrators told KRA that job openings for graduates a dl levelswere plentiful, with
daff shortages reported by many areahospitals and nursang homes. A find plusfor this project is
1199C's long-established reputation in and linkages with the locad workforce development

community. Inorder to market itsprograms, 1199C participatesin career fairs organized by other
agencies as wel as hoding events at its own training center in downtown Philadelphia
Conversationswith severd participants during the Ste visit indicated high levels of satisfactionwith
the program — the sudents felt that the effort they needed to make was worth it in furthering their
careers, and praised the gaff as both caring and competent.

2.3 Houston-Galveston Area Council (H-GAC), Gulf Coast Workforce
Development Board, Texas

This project isagood example of how H-1B funding can serveasa“ critica mass” around which a
number of agencies, employers and educationa providers can codesce. The three leading

organizationsare H-GA C, which operates 33 One- Stop Centersin its 13-county area, the Qudity
Software Development Indtitute (QSDI), part of Texas Southern University (TSU), and Call Center
Solutions, Inc. (CCSl), a private contractor. Training in software development is provided a

QSDI, while HGAC concentrates on referrals, support services and case management. CCS|

handles recruitment of participants, orientation, assessment, case management, job development
and placement functions. Additiona collaborators include Resource Management Associates,

which teaches professiona development classes (soft skills), employer groups which advise on

course content, and the Houston Community College System, which provides continuing education
credit and certification services.

Classesbegin at gpproximatey monthly intervals, with two shifts each day: the morning shift attends
from 9 am to 4 pm, while the afternoon shift isfrom 1 pm to 8 pm. During the overlapping 3 hours,
the two groups are combined for lectures, guest speakers and professiona development classes.
The actud software development training is scheduled for thefirgt part of the morning shift and the
last part of the afternoon shift. Thisarrangement provides for more intensive use of the computer
lab and dlows some flexibility for students who need to work part time. The classes run for 9
months, divided into three 3-month segments. A student can chooseto exit and seek employment
at theend of ether of thefirst two segments. The curriculum isa condensed version of the course
taught in the TSU computer science department, with the first segment concentrating on the
fundamentas of software development, the second on applications to different business
environments, such as web applications or database management. In the third segment, students
work as teams on redl world problems, alowing the development of a portfolio of student work
that can be reviewed by potentid employers. The ahility to customize training for specific
employersis especidly relevant in this segment.
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The project appears to be on track to meet its placement, wage and customer satisfaction goals.
Some of the promising practices that have helped it to do well so far include:

A recruitment/application/orientation process that acts as ascreen for motivation;
individuds hae to atend severd different meetings, provide appropriate
documentation, and have screening interviewsto be enrolled in the program. The
fird two classes combined totaed about 100 students, out of 500 initid
goplications.

Downplaying the mathematical requirements and emphasizing the literacy and
communication aspects of software development to induce more peopleto enrall.
Women and members of racid/ethnic minority groupswith lessintheway of math
background, in particular may screen themsalves out under theimpression that the
math content of IT jobs is beyond them, but only 8" grade math is required by
QSDI.

The use of fadt track training to prepare people for IT jobsin arelaively short
period of time (9 months compared to the 2 years needed in the regular college
schedule). Such accelerated training is often especialy attractive to didocated
workers, who often fedl the need to get back into the labor market as soon as

possible.

Learning about thetechnica skills needs of employershby direct contact with hiring
managers rather than soldy relying on employers: human resources staff who may
not be sufficiently knowledgesble on the technica sde. The Houston Area
Technicd Advisory Council dso playsaroleby directly advisng the program and
by helping bring more employers into contact with the program. Program gaff
reported that placement prospects for trainees are excellent because of thisfocus
on workplace skill needs.

2.4 Kansas City Full Employment Council High Skills Consortium, Missouri

The High Skills Consortium conssts of three mgor groups. The Full Employment Council (FEC),
which operates the area One- Stop Centers; the employer partners; and local community colleges
and other training providers. In addition to the Consortium partners, a large number of other
agenciesand organizationsarelinked to the project. A digtinguishing feature of thisproject isthat al
participants will @ther be incumbent workers or workers newly hired by a partner firm who will
receivetraining during the early monthson thejob. That is, therewill be no placement after training.
At present, incumbent training isgetting Started for employeesof thethreemgor partner firmsinthe
consortium, Halmark, Sprint, and H & R Block. The Regional Consortium for Technology and
Information Exchange (RCTIE) is conducting a survey of training needs of smdl, mid-sized and
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minority-owned businesses. RCTIE will bethe broker for customized training servicesfor smaler
companies once these are determined by the survey.

FEC received the grant award on January 10, 2001, about 3 months before KRA’s ste vidit.

Council staff has negotiated agreements with the three mgor employers, and Sprint and Hallmark
have begun some training of incumbent workers. H& R Block’ s peak season is the few months
before April 15, so that it had not yet started training. Given FEC' sstrategy of placing new workers
prior to training, recruitment and assessment become key parts of the project strategy. A three-
phase sdlection process will be implemented, at least for the three mgor employers. One-Stop
Center case managerswill screen did ocated workersand others entering their centersfor essential

basic skills, computer skills, and interest in I T training. A second screening will be performed by
the High Skills Consortium project manager to determine which individuasto refer to which firm.
Employerswill then interview candidates and make hiring sdlections. New hires may receive on-
the-job training while waiting for adassto start. A similar selection processto be used in placing
workers with smdler employersis being developed by RCTIE.

25 South Dakota Department of Labor, Skills Enhancement and Education
through Distance Learning (SEED) Project, Aberdeen, South Dakota

Thegenesisof the SEED project wasthe difficulty faced by AveraHedthcare Systemsin recruiting
and retaining staff for itsfacilitiesin Aberdeen and 9 other communitiesin rurd northeastern South
Dakota. A key component of the project isusing distance learning techniquesto deliver training to
incumbent hedlthcare workers and other arearesdentsinterested in such jobs.  Distancelearning
will be combined with onSite classes and work experience, to provide academic and clinica

training to employees studying for Licensed Practica Nurse, Registered Nurse, Bachelor of Science
in Nursing, and Medica Specidigt occupationa certifications. Most training will be provided by
Presentation College and Lake Area Technical Indtitute, local accredited ingtitutionsusing dready
developed hedlth careers curricula

Asathird round grantee, work on the project was not very far dong at thetime of KRA’ sSitevisit.

Indeed, the newly-hired project director did not come on board until March 19. Training classes
are supposed to beginin June. Averaand its partner facilities have dready identified a number of
current employees who are good candidates for training. Work on the project is actualy more
advanced than the short time since grant award would suggest, because Averaand its partners had
been developing the distance learning strategy for some time before the H-1B grant competition
wasannounced. Under this plan, employee-studentswill betrained to use computerslocated inthe
hedlth care facilities where they work.

Whilethetraining providersarelocated in the northeastern part of the State, interest inthe project is
Statewide, bothintermsof potentid training collaborativesin other partsof the sate and in termsof
hedlth care employers who will likely attempt to recruit graduates. To the extent that graduates
move out of the region, the number of trainees will need to be grester than the number of local
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openings. Inthelanguage of economigts, such aprocess generates externd benefitsto other aress,
by augmenting the supply of human capitd throughout the State.  The project has aready
established relations with Statewide employer groups.

2.6 Workforce Investment Board, Louisville-Jefferson County, Kentucky

This project is he exception to the generaly excdlent performance KRA has observed as
implementation unfolds. Briefly, very little has happened in the over sx monthssncethisgrant was
announced. The origina proposa was to provide support through individua training accountsto
upgrade the skills of 200 incumbent I'T workersidentified by their employersand basic I T training
to an additiona 175 participants who want to enter the field.

KRA was told that about 40 potential entrants to IT occupations were recruited by Board staff
when the grant was announced last summer, but nonewere enrolled before earlier project Staff eft;
it was not clear if these individuals were didocated workers. The current project manager was
hired in January 2001, and is attempting to recruit new participants and solicit employer

involvement. Partnership agreements have been sgned with two neighboring One- Stop agencies,
but not with the One- Stop operator in the Louisville arealitsalf. Discussions have been underway
between the grantee and ETA, and it is to be hoped progress can resume.  Observations and
conclusons in the remainder of the paper will thus be based on operations at the firgt five Stes
discussed above.

3. Promising Practices

Thissub-section will highlight one particular facet of each Sit€' soperation that ssemsto beimportant in how
well theprogramwill do. First however, wewant to draw attention to acommon important factor acrossal
five operating Stesreviewed. That isthe combination of committed program staff with strong involvement
from employersand unionsin theloca community. Theimpetusfor severd of these projectscamefromthe
private sector, which saw the H- 1B training grants asavehiclefor helping to ded with staffing problemsin
generaly tight labor markets. From the point of view of the WIB/One- Stop community, theavailability of
kill training grants is part of the tool kit that needs to be advertised and demonsirated as beneficia to
employers, so as to see workforce development as an dly in dedling with skill needs.  Other practices
indude:

TheWorkplace—A network of on-gteskill centerswill makeit easier to combine hands-
ontraining with dassroomingruction. Trangportation problemsand family time congraints
make separatdy-located classroom facilities less accessible to workers.

Philadelphia WDC—Employer financing in exchange for a commitment to work after
training addresses a financing problem that may keep otherwise taented workers from
upgrading their skills, and provides employers with some assurance that they will benefit
from the training through more- productive employees.
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Houston-Galveston Area Council—The project’s recruitment strategy emphasizes
English kills over math sKkills in software development.  The project found that some
participants believed that their weaker math background disqudifiesthemfrom T jobs. In
fact, the entry requirements are for 10th grade English skills, but only 8™ grade math skills.

Kansas City FEC—Providing training only to those dready hired by participating firms
gets around post-training placement issues. The approach puts greater stresson pre-hire
skills assessment before referrd to the hiring firm.

South Dakota SEED—The project uses distance learning to reach scattered, smdll
numbers of students for whom standard- sSize classesare not redistic. Workplacetraining
for advancement helps retention as well as recruitment.

4. Cross-cutting Issues From the Sites

Asan early sngpshot of what is, or is not, happening in theimplementation of theH- 1B skillstraining grant
program, KRA'’s dte vidts have yidded some observations, which will be discussed in terms of the
following dimensions. targeting of participants; targeting of occupations, determining thelevel and intengity
of killstraining; obtaining employer buy-in and the collaboration of other members of the community; and,
adjusting the program as needed.

4.1 Targeting Participants

Our observations under this heading focus on three dements.  training for incumbent workers,
attempts to recruit under-represented groups; and the role of skills assessment.

Until fairly recently, Federd employment and training programs did not support training for
incumbent workers, but were focused on did ocated and disadvantaged workers. State-financed,
customized training programs for incumbents are found in dmog dl dates For hidtorica
background, see Creticos, Duscha and Sheets, 1990.2 The H-1B grants do alow for incumbent
training and upgrading, and each of the five projects about which we have information makes
incumbents a priority group. Thetargeting of incumbentsisalogica step considering the extent to
which employers (and unions) have been involved in project planning and implementation.  The
stes working with just one (South Dakota SEED), two (The Workplace), or three (Kansas City
FEC) employersin the early stages of the project are currently training incumbent workers only.
Philadd phia and Houston-Gaveston, which are working with awider array of firms, areenrolling
didocated and disadvantaged participants from the start as well as training incumbents.

Recruiting under-represented groups is acommon eement for thethree I T projects, most notably
for Houston Galveston Area Council. 1T has been a sector less likely to draw workerswho are
women andlor AfricanrAmericans  or  Higpanic-Americans. In  hedth cae
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of course, women are morethan proportionately represented, with minoritiesespecidly numerousin
the lower rungs of the career ladder.

A third targeting element isthe acknowledgement of the need for careful skills assessment in order
to determine who can benefit from the training on offer.  Philade phia, Houston and South Dakota
provideremedia or pre-vocationa dassesfor individuaswho do not fulfill thetraining criteriawhen
they first apply. Open entry/open exit programs can be individualized to take people from where
they are to where they need to be in order to begin training with some reasonable chance of
SUCCeSS.

4.2 Targeting Occupations

This dimension is one in which the health care and I'T projects need to be discussed separately.
Thetwo hedlth care projects are operating in very different labor markets—the densely populated
Philade phiametropolitan areaand the sparsely popul ated northeast corner of South Dakota. Both
projects, however, are concerned with issues of retention and upgrading. Thecorejob Structurein
hospitalsand nursing homes hasremained rdatively fixed (nursng assstant, LPN, RN) even askill
demandswithin each occupation have increased and workload pressures have reflected congiraints
imposed by third-party payers. Employersin both areas have chosen to increaseinvestmentsin the
human capitd of their repective incumbent workforces, in addition to recruiting new workers.

The three IT projects happen to be in three different periods of implementation, with The
Workplace project furthest along, Houston Galveston in the middle and K ansas City most recently
under way. The Workplace and Kansas City share an initia occupationd targeting approach of
focusing on the internal |abor markets of two or three mgor employers. Houston-Gaveston is
providing software development training that is, or can be, customized to particular employers
mostly during the fina three months of the course, but has a more extensive array of employer
partnersin place. Thisis not to say that The Workplace or Kansas City will not evolve in the
direction of abroader set of occupationd choices; itiscertainly intheir project plans. The point to
be made about both the IT and health care projectsis that they are paying careful attention to the
interaction between the skills participants bring and the skills occupations require.

4.3 Determining the Level and Intensity of Skills Training

Another way of referring to thistopic would be* designing appropriate curriculaonce occupationd
choices have been made.” By definition, participants enter aprogram at aleve of skill below that
a whichthey would befully productiveinthe occupation. Thelarger thisskill gap, thegrester isthe
training task, for two reasons. Firgt, the more, or more sophigticated, the materid, the greeter the
time needed to ddiver and comprehend it. Second, the lower the technical skillsleve fromwhich
participants begin, the more likdly it is that they do not initidly have the study skills to be able to
handle the course.
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Any training program hasto reconcile the range of abilitiesamong its targeted participants with the
kil sets it wants them to master and how much time is needed/available to do so.

From the student perspective, the duration and weekly time demands affect his or her work
opportunities and the time horizon for qudification. The following provideillustrations of this

The Qudlity Software Development Ingtitute in Houston's program requires 10"
gradereading skillsand 8™ grade math skillsfor entry into anine-month coursethat
runs 7 hours aday, 5 daysaweek. Such aschedule typically precludes full-time
employment.

The Philadelphia Digtrict 1199C program for Licensed Practica Nurses has a
duration of 18-20 months, with classes meeting 4-10 p.m. two week days per
week plus 7 am. — 3 p.m. on both Saturday and Sunday on aternate weekends.
Thismodd dlows students to maintain ther full-time jobs.

When incumbentsare being trained, asin Kansas City, the extent to which training
is on “company time’ versus sudent’s non-work time is an issue that can be
resolved in different ways.

For bothtraining provider and student then, there are tradeoffsamong diverse goadsof timeliness,
kill level and commitment that have to be reconciled with the hiring needs of employers. It is
important that these tradeoffs be addressed up front, redlizing that any particular configuration has
implications for the kinds of students attracted and for their likelihood of completing the course.

4.4  Obtaining Employer Buy-In and the Collaboration of Other Members of
the Community

The five functioning H 1B grant projects we visited are notable for the centrd role played by
employers. In particular, the initid emphasi's has been on upgrading aready-employed workers,
which reguires working with firms in a much more detailled way than if a training agency were
focusing primarily on marketing its graduates to employers for whom the individuds had never
worked. Inatight labor market, retention increases in importance compared to alabor market in
which there are many qudified jobseekers. An organization that can make its employees more
productive while minimizing turnover will gain a competitive edge.

A second feature of the five projects, which isrelated to the specifications under which the grants
were awarded, is that the grantees, and program operators, where these are different entities, are
dready ensconced in their loca workforce development networks. This should mean that they
know, and are known by, their peersin the community. The importance of thiskind of credibility
cannot be overestimated in securing the cooperation of other agencies. One way in which it is
cruad isin the time lags involved in desgning and implementing a project. If there are dready
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Memorandaof Understanding, or informal working agreements, between the grantee and agencies
with which it must collaborate, the time needed to customize a relationship concerning the H-1B
project will be less and the likelihood of *consummeate cooperation,” instead of “perfunctory
cooperation,” will be that much grester.®

45  Adjusting the Program as Needed

Programs are like species—thosethat best fit themsdvesto the environment through evol ution will
be more likdly to survive and thrive. Among the changes needing to be anticipated, going from
most generd to most specific, are changesin generd economic conditions, changesin government
policies or regulations, and changes in the industries and employer labor markets targeted by the
program.

In a dynamic economy, didocated workers are aways seeking new jobs even when the overall

unemployment rate is low, as it has been for the past severd years. We now appear to bein a
period of uncertainty, if not actua recesson, which could dter the level of overdl labor demand.
The recent surge in IT layoffs could have severd effects on the demondrations, eg.: (1) more
individuals may be interested in upgrading their skills as away of improving job prospects, (2) a
larger number of qudified individuasmay be availablefor teaching jobsthat have been hard tofill in
atighter labor market; and (3) employersmay fed that they can hire enough experienced workers
from the ranks of the didocated, and reduce their support of the demongtrations. Obvioudy, the
first two posshilities would be favorable developments while the third woud be an adverse
development.

The mgor eement to be considered in government policy changeisthe possbility of changein the
H-1B visaprogram itself. To the extent that the use of such visas drops in response to business
conditions, the funds available for the skills training grants will aso be reduced. The ceiling of

195,000 worker visas per year is scheduled to drop, but could be maintained if employers exhibit
strong needs for temporary immigrant workers. (Thevisaleve cannot drop below 65,000 dueto
U.S. international commitments.)

Program adjustmentsare likely to be needed to the extent that projects shift from the early focuson
incumbent workers to involving other targeted worker groups, and the circle of employers is
broadened beyond the initid partners. For the IT proects in paticular, rapidly changing
technologies mean that the skill sets demanded by employers will not remain stable, even if

employer turnover is not a problem, and ingructiona changes will be needed to provide

appropriatetraining. Itisentirely possblethat aparticular courseis relevant only once. Because
up-front costs of equipment and curriculum development can be subgtantia, consortia of projects
across areas might be a useful way to spread such costs so that networking among grantees is
encouraged for this as well as other reasons.

KRA Corporation 13



Shiftsintheproject’ s support service mix can aso be needed asaresult of changesin participants
backgrounds. A higher proportion of unemployed versus incumbent workers could require
projects to provide more support services, both monetary and counsding.  Similarly, the
importance of job development could increase as fewer participants have previous linkages with
employer Sponsors.

46  Are Workers Being Trained to H-1B Visa Holders’ Levels

ill leve is an issue of specid relevance for the H 1B projects. Rationdes for funding these
programsinclude lessening thereliance of employersonimporting temporary workers, ether inthe
short run or in the longer run. In the short run, direct subgtitution of domestic for imported labor
would seem to require that domestic workers be trained to the same skill level asthevisaworkers
they replace. Inthelonger run, it ispossiblethat the skillstraining grants providedomestic workers
with footholds on thelower rungs on the skill ladder, making it feesiblefor them and their employers
toinvest morein higher-leve training. These outcomes cannot befully evauated until firm behavior
is surveyed after the grant-funded participants graduate. However, if one standard istaken to be
the bachelor’ s degree level possessed as a minimum by most visa holders working in information
technology (IT), the closest approximation of thethree I T projectsvisited isthe Houston- Galveston
software development training. Thetwo hedlth care projects are providing training at multiple skill
levels, of which visaholdersaremost likely to be a thetop, i.e., technicians and registered nurses.
Augmenting the supply chain from below is likely to take a number of years.

5. Conclusions and Implications for the H-1B Skills Grant Program

In generd, five of the Sx Steswe visted had begun implementing their projectsin the first months of their
grants with no serious problems. Their ability to get up and running smoothly isin part areflection of the
fact that they werelargely based on pre-exigting, rather than newly-formed, reationships. Useful guiddines
for establishing and sugtaining effective working relationships are offered by the Nationa Association of
Workforce Boards.*

Theterm “snapshot” has been used to characterize this report, evoking the sense of capturing something in
motion. Theusefulnessof asuch apicture depends on both whet it hasin the frame and the sharpness of its
focus. The questionsthat we ask determine what isin the picture, and our skill at interpreting the answers
gives the report its focus.

Our previous experience with workforce development programs means that we focused on some
dimengons that we believe to be centrd to effective implementation. These dimensonswere discussed in
the preceding sections. Thereare other areasthat may be partly obscured in our current picture, or may be
only partly in the frame, which seem worth further study by the two eva uation groupsthat will befollowing
us. The next few sections discuss these i ssues, which seem to usto be worthy of additional consideration.
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5.1 Assessing the Impact of H-1B Skills Grants on the Workforce
Development System

In 1998 and 1999, DOL funded two sets of demonstration programs, the first focused on training
didocated workers for information technology occupations and the second on training for

manufacturing technology occupations. KRA iscurrently inthefind stagesof itsevauation of these
two sets of projects. A mgor objective of the demongrations, which is shared with the H-1B
training grants, isto determine whether the workforce devel opment system can effectively respond
to the kill needs of high-tech employers. TheH- 1B visaprogram of importing skilled workersfor
up to 6 yearsis one way of responding to the skill needs of such employers. The evolving system
of kill certifications, which largely exists outsde the forma educationd sector, is another kind of
response (see Adelman, 2000).> The Workplace, K ansas City and HoustonGaveston | T projects
represent efforts on the part of the workforce development system to work with, rather than in

pardld to, employers own skill development sysems. All five Stes exhibit the importance of

deve oping and maintaining contactswith employers, other training indtitutions and the governmentd

agenciestasked withimproving the sysem asawhole. Among thewaorking relationshipsthat seem
most useful to foster are: soliciting input from employers on skill needsthrough advisory mestings,
e-mall surveys and plant vidts by program gaff; identifying and communicating with certifying

organizations and developers of skill standards, making sure that One-Stop Center and other
employment security agencies are aware of, and working in accord with, provisons that alow

didocated workers to engage in full-time training while collecting unemployment benefits, and
developing mentoring and internship programs that provide support and meaningful hands-on
experience to trainees.

Because the skill sets needed by employers in the high-tech sector change in response to rapid
technological change, workforce devel opment program responsivenesswill be under greater stress
than has been the case in training for jobs in more traditiond sectors. Further work is needed on
best practices in curriculum development; in particular attention must be paid to kegping training
programs current. The five H-1B projects  early concentration on incumbent workers means that
employer linkages to training will be tighter than if enrollees were drawn solely from didocated
workers.

5.2  Assessing the Impact of Training Grants on the Use of H-1B Visas

The objectives of the H- 1B skillstraining grantsinclude reducing the need to import skilled workers
from abroad. Funding has been dlocated with the expectation thet the larger the flow of training
grant graduatesinto the labor market, thelesswill bethe number of visas, holding the general date
of the labor market congtant. Grantees and potential grantees have expectationsaswell, having to
do with the stability of the funding stream as a source of support for their programs. Given the
current and likdly future levels of H1B visa use, and thus of funding, the H1B <kill traning
demondtration grants can be viewed as being an important part of the skills training landscape for
the foreseeable future. Theissue then becomes to what extent programs produce graduates who
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subgtitute for workers brought in under H-1B visas. Thisissue should be addressed in the large-
scale evauation recently awarded by DOL.

5.3 Assessing the Sustainability and Replicability of Successful
Demonstrations.

The god of ademongration should beto test modelsthat may be put into practicein other parts of
the country or in varied labor market circumstances. Sustainahility refersto the continued operation
of the projects, possibly in modified form, as part of alonger-run gpproach to skills development.
DOL has a phased research plan focused on the H-1B grants  Thisinitid “snapshot” will be
followed by asecond implementation study that will gointo thefield later in2001. A third research
contract has recently been awarded for alarger scale, three-year sudy. Thisthird sudy will have
time to look at what happens to the initia projects after the termination of their grants and track
which ones become incorporated into ongoing operations. It is clear that in both IT and hedlth
care, kills development problems will not be eiminated by arecession, if one should come, and
will becomeeven more crucia asexpansgon resumes. Granteesthat develop waysto addressthese
problems should not have mgor difficulty in obtaining financid support from private and public
sources so that investment in projects now can have long-term payoffs for the organization.

Replicability refers to what will work in different labor markets, and under what conditions. For
example, of the two hedlth care projects visited for thisreport, the 1199C program in Philadelphia
operates in an area of subgtantid unionization, with al organized employers contributing to the
training fund, whilein South Dakota, AveraHedth Careisthe mgor hedth system operatingin the
northeast corner of the State. I1n both circumstances, there is alimited potentid for “freeriders,”

employerswho are not paying for training but are able to benefit by hiring away trained workers.
The degree of employer financing in these two projects may not be transferable to anon- unionized,
multi-employer setting. 1n the context of DOL’ s expectation of funding 50 or so new grants each
year under the H-1B funding siream, consderation should be given in future cycles to supporting
attempts to replicate successfully operating projects from earlier cycles.
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Program Dimensions, H-1B Grantees

Soft Skills and

Grantee Delivery Model | Occupational Focus Pgrticipant Eprgllmgnt Open Entry other Support Employer Partn.erships Placement
Skill Levels Difficulties or Term . Involvement and Linkages Prospects
Services
The Workplace, Employer-based Manufacturing Medium-high, Not at present, Customized Integrated into Pitney-Bowes and One-Stop network, |All incumbent
Bridgeport, CT Certified Skills technology and incumbents are  |classes at curriculum Pepperidge Farm are |region Chamb. Of workers to date,
(Round1) Centers information technology, only participants  [Norwalk part of collabor-ation, |Commerce, backfill jobs
using National Skill |at present Comm. Coll. or with CEO involvement [Community-based expected with
Standards Board |concentrated on firms organizations promotions
standards upgrading incumbent
workers.
Philadelphia,PA Union-operated Attempting to Low - High, No, strong Classes for Soft skills part of [Strong-- many trainees|Union/WDC/ One- Excellent, area
Wrkfrce.Dev. (Dist. [training facility strengthen career varies with level, |workplace CNA,LPN,RN |training for welfare [funded by employers |Stop links for welfare-|hospitals &
1199C) (Round 1) providing career ladder for healthcare |7th gr demand for open-entry/ to work group, with job guaranteed  [to-work, existing nursing homes
advancement workers. Training for [reading/math for |upgrading exit for basic  |supports available |after completion collective bargaining |facing staff
options for Certified Nurse Assist., |LPN skills training |as needed for all partners shortages
incumbent and new |Lic. Pract. Nurse and
workers in health  [Reg. Nurse, plus basic
care skills classes to help
people qualify
Houston- Galveston |Tex. South.Univ. 9-month course in Medium, 10th No, over 500 3 three-month |Soft skills QSDI Consortium, Grantee's One-Stop |Good, training is
Area Council, TX software institute  [software development |grade reading, |applications terms, exit for |integrated into Houston Area centers help recruit, |focused on
(Round 2) providing IT skills  |for web applications, |8th grade math |yielded 100+ job search curriculum; some |Technical Advisory screen for eligibility  [specific needs
training, private co's|client services software|required entrants to first 2 [possible after |limited funding for |Council on skill needs according to
recruit, assess, and database classes each term transportation hiring managers
place and provide |management systems
employability skills
Workfrce Inv. Bd. Training planned Not yet determined -- |Not yet Recruitment not  [Not Not determined Employer recruitment |Two of three area Unknown as of
Louisville- Jefferson [through Individual |no participants have |[determined yet on track determined just getting under way |One-Stops have 5/01

Co. KY (Round 2)

Training Accounts
for both incumbent
workers and others
without IT
background

been enrolled as of
4/01

as of 4/01

agreed to participate




Soft Skills and

Grantee Delivery Model | Occupational Focus Pgrticipant Er)rgllmfent Open Entry other Support Employer Partn.erships Placement
Skill Levels Difficulties or Term . Involvement and Linkages Prospects
Services
Kansas City, MO Full [Initially, IT Training |Technical support, Medium-high, Incumbent Customized to |New hires thru Hallmark, Sprint, H&R |FEC One-Stop Excellent,
Employment Council [for employees at system analysis and  [target under- workers or new  [specific firms, |One-Stops eligible |Block are startup firms,|network and its trainees must be
(Round3) three major area programming, data represented hire status to on-site class + [for WIA support  |smaller employers to [partner agencies; on firm payroll to
employers through |communication and groups in IT enter training training in work|services be included Reg. Consort. For enter class
Full Employment  |networks, graphic setting Tech./Info. Exchng
Council (KC One- |design
Stop agency)
South Dakota St. Distance learning  [LPN, RN, BSN, Medium Not anticipated, [On-site Dislocated workers|Project lead by Avera |[Grantee One-Stop Good, Avera
Dept. of Labor, SEED |for health care Medical specialist main target is classes plus |eligible for WIA Healthcare Systems |network, Lake Area |expects to hire
Project (Round 3) workers in smaller [(technician), plus basic incumbent distance support services Tech. Institute, most grads for
communities in NE |skills training as upgrading learning Presentation College |[its 10 facilities

S. Dakota, plus
training in facilities
of Avera Healthcare
Systems

needed prior to entry --
focus on individuals
likely to stay in area
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