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Mr. Chairman and Members of the Subcommittee: 

We are pleased to be here today to present information on the 
program activities of the U.S. Department of Labor that we believe 
will assist you as this Subcommittee considers proposed budget 
reductions and rescissions. 

In understanding the Labor Department's budget, it is useful 
to keep three points in mind. First, although Labor's fiscal year 
1995 budget of $34.3 billion is substantial, much of it--about two- 
thirds--is composed of mandatory spending on income maintenance 
programs. Second, of the remaining $10.7 billion financing Labor's 
other functions, about $6.9 billion is allocated to employment 
training activities-- this is about eight times its planned 
expenditure of $863 million on enforcing workplace standards 
governing areas such as minimum wages, pensions, and occupational 
safety and health. Finally, the remaining $2.93 billion represents 
planned expenditures primarily on state unemployment insurance (UI) 
program administration ($2.4 billion),l with the remainder 
representing expenditures on the Bureau of Labor Statistics, 
Labor's Inspector General, and other activities. 

Most of Labor's mandatory spending is composed of state 
unemployment insurance benefits (UI) --expenditures originating 
mostly from state employer payroll taxes that pass through various 
federal trust funds before being paid to unemployed workers. The 
amount of UI spending in a state is largely a function of the level 
of economic activity in a particular state.2 

In recent years, 
can therefore 

we have reviewed many of Labor's programs and 
identify potential areas where this Subcommittee may 

look for budget savings. Our testimony will focus on programs, 
such as the Job Training Partnership Act (JTPA) Title IIC, program 
for disadvantaged youth and the Job Corps program, that may yield 
budget savings. We will also address program areas, such as the 
general consolidation of federal employment training programs, that 
may provide savings in future years, 
on legislative action. 

some of which are predicated 
Although we generally do not highlight 

'Although the Congress annually appropriates funds for the 
administration of state UI programs, the funds are obtained from a 
trust fund, the Employment Security Administrative Account, which 
is earmarked for the administration of state UI and Employment 
Service programs. The fund is financed with revenues from a 
federal payroll tax on employers, 
tax or "FUTA" tax. 

the Federal Unemployment Tax Act 

'The payment of UI benefits is largely governed by state law. The 
federal UI trust fund is presently masking some of the federal 
deficit because of its fiscal year 1994 surplus of about $500 
million-- the difference between its revenues of $22.5 billion from 
the payment of taxes and outlays of about $22 billion in the form 
of benefits to unemployed workers. 



specific budgetary savings nor do we provide an exhaustive list of 
areas for budgetary review, we believe that the program areas we 
identify can help the Subcommittee in the important but very 
difficult task at hand. 

In developing this information, we relied on three broad 
criteria to select programs for budget review that were most likely 
to yield budgetary savings. First, we identified those programs 
that received budget increases in fiscal year 1995, or who 
demonstrated an inability to spend prior years' allocations, and 
whose effectiveness has been questioned in work by us, Labor's 
Inspector General, or other researchers. Second, we identified 
those programs that did not receive an increase but whose 
effectiveness has also been questioned. Finally, we selected areas 
that we believe may duplicate or overlap services or functions 
provided by more than one entity in the Labor Department or by 
other departments in addition to Labor. 

t 

Since the early 196Os, the Department has focused its training 
activities on serving economically disadvantaged individuals with 
little work experience and low skill and education levels through 
federally administered employment training programs. With the 
enactment of JTPA in 1982, the Department's role has largely 
followed a "hands off" approach with respect to carrying out the 
program and has assumed a role of providing overall policy 
guidance, technical assistance, and limited oversight. Funding for 
programs to serve the economically disadvantaged has remained 
relatively steady over the last decade.3 
assistance to dislocated workers, 

However, funding for 
those workers unemployed because 

of plant closures or permanent layoffs, has increased substantially 
in the last few years from $283 million in fiscal year 1989 to $1.3 
billion in fiscal year 1995. The Department estimates that in 
fiscal year 1995 these employment training programs will serve over 
2.4 million individuals, 

Over the last 15 years, the Department's workplace enforcement 
operations have declined even as the scope of its regulatory 
mandate has grown.' For example, 
Wage and Hour Division, 

between 1980 and 1994, Labor's 
which enforces the Fair Labor Standards 

Act, the Family and Medical Leave Act, and other laws, has seen the 
number of its compliance officers decline 34 percent from 1,098 to 

3Funding for the Labor Department's employment training activities 
peaked in 1977 at $12.7 billion. 

'Labor has also experienced a long-term decline in staffing, from 
over 24,000 full-time equivalents in fiscal year 1980 to 17,700 in 
fiscal year 1995. 
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727. The Office of Federal Contract Compliance (OFCCP), which 
enforces federal laws and regulations that prohibit federal 
contractors and subcontractors from discriminating in employment 
and hiring, experienced a 37-percent decline, from 780 to 488. 
And, today about 2,000 federal and state Occupational Safety and 
Health inspectors are responsible for over 6 million workplaces, 
These declines occurred despite a growing economy that brought 
millions of new workplaces and employees under the protection of 
these agencies. In addition, 
mission has been expanded. 

the Labor Department's workplace 
Since 1970, 11 laws requiring Labor's 

enforcement have been enacted. 

ING PROrtRw 

In Labor's employment training area, we identified several 
programs with the potential for savings. These programs all come 
under the JTPA, which is funded on a program year5 basis. That is, 
fiscal year 1995 appropriations will not be available to states 
until July 1, 1995. Most of these programs experienced budget 
increases during fiscal year 1995, despite the overall reduction in 
the Department's budget from 1994 to 1995. Figure 1 illustrates 
the budget changes in these programs since fiscal year 1993. The 
programs for dislocated workers experienced the largest growth in 
funding, doubling in 2 years, while, taken together, funding for 
programs assisting disadvantaged youth and adults were largely 
unchanged. The JTPA Title III Economic Dislocation and Worker 
Adjustment Assistance Act (EDWAA) program has had difficulty 
spending its prior year allocations and has carried over amounts of 
funds from prior years. Researchers have identified other 
programs, notably the JTPA Title IIC program for disadvantaged 
youth, as being of limited effectiveness. Finally, some savings 
may be achieved by consolidating the many employment training 
agencies operated throughout the federal government, eliminating 
overlap and duplication in the process. 

5A program year begins on July 1 and ends the following June 30. 
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We found that employment training programs only provide 
assistance to a small minority of the eligible population--from 
about 6 percent for the JTPA Title IIA program for disadvantaged 
workers to about 30 percent for the dislocated worker program, 
based on fiscal year 1995 funding levels. Budget reductions in 
some of these areas would likely result in a reduction in services 
provided to these populations. 

for Disadvantaged Youth 

The JTPA Title IIC Youth Training program provides training to 
in-school youth aged 14 and 15 and out-of-school economically 
disadvantaged youth, aged 16 to 21. Title TIC goals include 
helping youth increase long-term employability; enhancing 
occupational, educational, and citizenship skills; and increasing 
employment and earnings. 
totaled $549 million, 

The program's fiscal year 1995 budget 

levels. 
$10 million lower than fiscal year 1994 

A recent evaluation6 of the earnings gains of out-of- 
school program participants compared to nonparticipants found the 
program to be ineffective. 
review may be warranted. 

This is a program where further budget 

JTPA Title III -- EDM 

At $1.3 billion, Labor's largest training program provides 
employment training assistance to dislocated workers. It received increases of $516 million in fiscal year 1994 and $178 million in 
fiscal year 1995. We determined that this program has had 
difficulty spending its allocations, carrying over funds of $54 
million from fiscal year 1993 to 1994. However, there currently is little information available on whether this program is making a 
difference-- that 
to find jobs 

is, we do not know if participants are more likely 
than nonparticipants. 

The Job Corps program is primarily a residential program for 
severely disadvantaged youth. It targets youth aged 16 to 21 with 
severe economic and educational deficiencies (such as being a 
school dropout or lacking reading or math skills) and other 
employment barriers. The Job Corps funding for fiscal year 1995 is 
$1.1 billion, an increase of $59 million over 1994. The increased 
funding is earmarked primarily for program expansion--through 
increasing the number of Job Corps centers. However, the Department's Inspector General has pointed out, in recent 
testimony, relatively low program performance at some Job Corps 

6Abt Associates Inc. (Jan. 1993). 
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centers and the need for overall program improvements.7 Given some 
questions concerning the program's effectiveness, the Subcommittee 
may wish to review its budget increase for additional centers. 

JTPA XA -- Proar= foradvantaaed Adults 

The JTPA Title IIA program provides employment training 
services to economically disadvantaged adults to enable them to 
enter and advance in the labor force. The program was funded at 
$1.06 billion in fiscal year 1995, a $57 million increase over 
fiscal year 1994. Although a recent study indicated that the 
program had generally positive, although modest, effects on the 
earnings and employment of participants,e its growth alone may 
warrant revisiting the program. 

JTPA TiU -- %ruwr Youth RQSJUUI 

The JTPA Title IIB Summer Youth program targets disadvantaged 
youth aged 14 to 21 to expose them to the world of work, enhance 
basic education skills and citizenship skills, and encourage school 
completion. The program was appropriated about $1.06 billion in 
fiscal year 1995--an increase of $168 million--and, according to 
Department estimates, will serve over 620,000 participants, Two 
recent studies concluded that the program succeeded in providing 
participants with work experience but that the remedial education 
component was not being consistently applied throughout the 
nation.g Effectiveness evaluation studies, however, have not been 
conducted. 

During the last several years, we have studied the overlap and 
duplication among the government's employment training programs. 
In fiscal year 1995, 163 programs scattered across 15 federal 
agencies accounted for $20 billion in federal spending.'O We 

'Statement by Charles C. Masten, Inspector General, U.S. Department 
of Labor, before the Senate Committee on Labor and Human Resources 
(Oct. 4, 1994). 

The Natio . Studv. Title IIA 
kwm,*Abt Associam??.993). 

ts on Ear * us and 

nt , I and T-c Proara 
U.S. Department of Labor, Office of Inspector General, (Washiniton, 
D.C.: Feb. 24, 1993); and Studv of the JTPA Title IIB Prom-aq 

lnff the Summer of 1993, Westat, Inc. (Apr. 1994). 
1 1 'OFor example, see -de m-o Procrams. Maior * 

Over&l1 Needed to Reduce Costs, Strew Bureamv, and 
-rove Results (GAO/T-HEHS-95-53, Jan. 10, 1995); gult&& 
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recently reported that most federal agencies do not know if their 
programs are really helping people find jobs and that a major 
overhaul of the system is needed.ll Labor's share of the federal 
employment training system is large, 
for 37 programs. 

totaling about $6.9 billion 

Despite the efforts of people providing services to meet 
admirable program goals, our fragmented employment training system 
suffers from a variety of problems stemming from all of these 
narrowly focused programs delivered by agencies that often compete 
for clients and funds. Although we are unable to estimate the 
amount of savings that could accrue from consolidation, this 
conglomeration of programs adds unnecessary administrative costs 
and confuses and frustrates clients, employers, and administrators. 

Although the amount of money spent administering employment 
training programs cannot be readily quantified and is generally not 
even tracked by program, the administrative costs at all levels of 
government are substantial. Comprehensive legislation to 
consolidate and streamline federal employment training programs 
across all departments could likely result in substantial budget 
savings in future years and improve the assistance provided to the 
target populations. 

We have also identified program areas where budget reductions 
could be considered--often in conjunction with other legislative 
action. Certain administrative savings can be achieved from 
ensuring the nonrenewal of the Targeted Jobs Tax Credit (TJTC), 
repealing the Davis-Bacon and Service Contract Acts, and 
implementing certain changes in the administration of the 
Employment Retirement and Income Security Act (ERISA). 

Concerns ,{GAO/T-HEHS-94-221, Aug. 4, 
_ --- ses Ouest ions aout Proa-. 0v . 

(GAO/HEHS-94-193,.July 11, 1994); m 
ecessarv 

& (GAO/HEHS-94-80, Jan. 28, 1994). 

PrOUr~. . Rasic Proarm Data Often 
); wle 
DO Not Ks 

lovmeu 
Thei 

ocxaIw Are WorhigU Effectivelv (GAO/T-HEHS-94-88, Mar. 2, &#4) 



The Davis-Bacon Act requires that workers on federally funded 
construction projects be paid wages and fringe benefits at least at 
levels determined by Labor to be prevailing in the area.12 In 1979, 
we urged the repeal of the Davis-Bacon Act,13 expressing major 
concerns about the accuracy of the wage determination and the act's 
effect on federal construction costs. The Congressional Budget 
Office has suggested that full repeal of the act could yield $3 
billion in budget savings-- as a result of reduced wages paid to 
workers on federal construction projects--which would accrue 
throughout the government. For Labor, the Department estimates 
that repealing the Davis-Bacon Act could yield approximately $10 
million in reduced administrative costs. 

The Service Contract Act provides for the payment of 
prevailing local wages to and fringe benefits for employees of 
contractors and subcontractors providing services under federal 
contracts. In 1983, we recommended repeal of the Service Contract 
Act,14 again expressing major concerns about the accuracy of Labor's 
wage determination surveys and the act's effect on federal contract 
costs. Labor estimates that repealing the Service Contract Act 
would yield about $12 million in reduced agency administrative 
costs. 

ration of the TJE j 

The Congress enacted the TJTC program to expand employment 
opportunities for the economically disadvantaged by providing 
incentives to employers to hire these workers. The tax credit 
available under the TJTC program compensates employers for hiring 
and retaining individuals from groups such as economically 
disadvantaged youth, welfare recipients, and the handicapped. 
past work15 

Our 
on the program, as well as that of Labor's Inspector 

120ther laws providing for federally assisted construction apply the 
wages determined by Labor under the authority of the Davis-Bacon 
act. 

1979) 
d Re Rae&d (GAO/HRD-79-18,Apr. 27, 

and The correspondence to Congressional 
Requesters (GAO/HEHS-94-95R, beb. 7, 1994). 
14 . CYreSS Should Consider Rem of the Service Contract Act 
(GAO/HRD-83-4, Jan. 31, 1983). 

I 

15r& ted Jobs Tax Cr # . 
Workew I I RLWalble 

lOVe& ACtions to Redt, &ye. and 
(GAO/HRD-91-33, Feb.20, 1991). 
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General,16 strongly suggests that it is an inefficient vehicle for 
increasing employment among the economically disadvantaged, often 
rewarding employers who would have hired disadvantaged workers 
anyway. For example, we found that over half of the employers in 
our analysis took advantage of the tax credit without making 
special efforts to hire, 
groups. TJTC expired for 

train, or retain members of the targeted 

1995. 
employees hired as of the beginning of 

Labor officials estimate that, had the credit not expired, 
the Department would have provided $25 million to state employment 
service agencies for the tax credit's administration. Labor 
officials have stated that in most cases, this allocation would not 
have fully funded the administration of the tax credit, requiring 
the states to finance the remainder. Assuming that TJTC is not 
resurrected, Labor estimates that it will save about $25 million 
during fiscal year 1995, with an additional, undetermined savings 
accruing to many state employment services.l' 

Some future budget savings can also be generated by Labor's 
Pension Welfare Benefits Administration's developing a separate 
data processing system and computer software to monitor various 
ERISA welfare plan reporting requirements. Although implementation 
of a new data processing system would necessitate an initial 
additional one-time outlay of about $5 million, cost savings 
eventually totaling $5 million annually--split between Labor and 
the Internal Revenue Service 
implementation.l* 

--would begin 2 years after initial 
In addition, small savingsI could be achieved by 

narrowing Labor's rule requiring the automatic submission by plan 

16LaborVs Inspector General concluded that the "ineffective TJTC 
program should be eliminated." See -al Renort to thf 
con- Office of the Inspector General, U.S. Department of 
Labor,(Washington D.C.: Apr. 1 - Sept. 30, 1994) p.ii. 

17The Office of Management and Budget estimates that TJTC cost the 
federal government about $305 million dollars in lost revenue 
during fiscal year 1994. 

18Estimates savings calculated by the National Performance Review. 
For a summary of the review, see From Red TaDe to Results. Creatlnq . 

Report of the 
i Gore, (Sept. 7, 

lgThe National Performance Review has estimated that the savings 
from this regulatory change would total approximately $50,000. 
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sponsors of Summary Plan Descriptions" to require submission only 
where plan participants make an official request to Labor to review 
the document. 

S’ONCLUSION 

Although much of Labor's budget comprises mandatory spending, 
several employment training programs-- JTPA Title IIC Program for 
Disadvantaged Youth, Job Corps program and Title III (EDWAA)--might 
be candidates for budget review. These programs have,either 
received increases in fiscal year 1995 funding, have had some 
concerns raised about their effectiveness, or have demonstrated 
difficulty in spending prior year allocations. They represent 
sizable investments in socially laudable objectives and the total 
funding for these programs is only a fraction of resources 
necessary to serve the entire eligible population. Nevertheless, 
they may warrant review during these difficult budgetary times. 

In addition, other reductions may be considered through 
congressional deliberation on proposals to consolidate federal job 
training programs, repealing the Davis-Bacon and Service Contract 
Acts, not renewing the TJTC program, and implementing 
administrative changes for enforcing ERISA. 

As this subcommittee continues to seek areas for savings, we 
are committed to assisting you in any way we can. 

* * * 
Mr. Chairman, 

time, 
that concludes my prepared statement. At this 

of the 
I will be happy to answer any questions you or other members 

Subcommittee may have. 

For more information on this testimony, please call Sigurd Nilsen 
at (202) 512-7003 or Charlie Jeszeck at (202) 512-7036. Other 
major contributors included George Erhart, Larry Horinko, 
Medvetz, and Lori Tom 

Rectanlln~ 

"A summary plan description is a detailed explanation of a benefit 
plan's provisions, including its operation, benefits calculation, 
eligibility criteria, and other information. 
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APPENDIX I APPENDIX I 

1~ 1. . I L&w s Budaet Auaoritv. Fiw994 & 1995 

dollars in millions 

Unemployment Insurance 

Bureau of Labor 

Totals do not add due to rounding. 

Source: Department of Labor. 

E 

21This table excludes certain administrative expenditures Labor has 
for the Pension and Benefits Guaranty Corporation (PBGC). 
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APPENDIX I APPENDIX I 
I I UMaior Fwlomnt and Tm 

t, Fiscal Years 1994 and 1995 

dollars in millions 

Source: Department of Labor. 

"Total includes funding for employment training programs not 
included in this table. 
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APPENDIX II APPENDIX II 
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Advance Notice. . . Public md Private Sector Policy and Practice 
(GAO/T-HRD-91-19, Apr. 18, 1991). 
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