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PREFACE

F‘The purpdsé of fhis studyvis fé évaiﬁafe’fhe ecbpoﬁic
'effééfivéheés‘df’fhé‘6h;£he-job fra;niﬂg'pfégfém of:the
‘Bﬁfééﬁ.6f,Iﬁdiah”Afféirs in'Oklahoma as it was adminis;
.féfeakfrdh f960vfhrdhgh”i967£J Bésicaily;vtﬂé valuation
Céﬁte#éhbh azédmpériéonbof the pre; and post-training
Méérningé and-émpléymént‘experiéncé-of the 226 Indians who
participated in the program. Guidelines are statistically
'”éétimafed for>inéfeésing fhe privafe benefits to the pro-
grém”in the futﬁfé;wénaioﬁée the social benefits and
bééféjof the-prdgram.are”deiineaﬁéd, atderivation of sev-.
eral social benefit cost raﬁiosz;qundertaken.'

Asnany Ph;D,'céﬂdidéfé‘cén éttest;}one of the most
limpdrfaﬁf,constféints'détérminihg~the 1éngth of time neces-
sary to -complete a diséértétioh;(dr whether it will ever
~be completed) is the element time itself. First, the re-
bsééfchér'neéds time fféé of other duties to Work solely
-‘oﬁ £he feseafchﬁprojecf;blSecondly,_a considerable amount
" of time may elaspe between the time a draft is turned in
"to a director or reader(s) and the time when it is returned
to the researéﬁervfbr‘cori‘eICtions° The writer has been
“ékﬁremélybfbrfuﬁqfe‘iﬁ enjoying the optimal condition in
'hbdthfcases.'}in”fhe firét éase, due to the successful ef;

forts of Professors John Shearer and David Stevens to
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acquire financial support for the research, the researcher
was ableito devote full time to the diésértétion for the
pést séveh monfhsn The bulk bf this financiai'support was
provided by the Research Foundation of Oklahoma State Uni-
'vérsity Whose director,lDrg Marvin T, Edmisoh, graciously
Sdueézed the project into an already tight budgeto Fur-
thér, financial and secretarial support was provided by
the.Oklahoma Economic Development Eoungation—-Scotty-Robb,
directore-and the Manpower Research and Training Center of
Oklahéma Stafe UniverSity-—John Shearer, director. The
investigator is grateful'to these persons_énd institutions
‘for fhéir interest and support. | |
Secondly, both the thésis'directorg Professor David

Sfevens, and the readers,.Professors Richard Leftwich,
Robert Sandemeyef; and Vernon Eidman, required only a min;
imal time to critically and thoroughly read the drafts
’when the writer became faced With sdme préssing deadlines.
Thé‘researcher wishes to express to theée individuals his
appreciétion for this extra effort. I am indebted in
pérticular to Profeésor Stevens for his innumerable edi;
toral comments -and substantive contributiens to the con-
tent of this study. |

- Complete cooperation during the course of the research
was received fromlboth Oklahoma offices of the Bureau of
Indian Affairs. Thanks are due to Mr. Jack Jayne and Mr.
Darrell Williams, Area Employment Assistance Officers, for

answering an unending stream of questions and for allowing
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the_wr;ter access to their files. I am especially appre;
ciative to Betty Rose of the Muskqgee_Offipe, who, on
several occasions;‘ungrudgingly obtaip@@,igpéptant data
6n‘éhort notice. . | -

The investigator would like to express his gratitude
to Mr. Paul Blume who first made the writer aware of and
_stimqlajed his interest in the employmentbassistance pro;
grams‘of’the BIA. His initial improvements in the pre-post
methodology‘lgd the writer to make further refinements
Which‘hopefully have made this procedure more acceptable
in the evaluation of training programs. To Mr. Mike Hucke
for his assistance with compufer problems, the writer is
grateful. The investigator‘also expresses his apprecia;
tion to typists Judy Bragil and Jacque Meisner.

Finally, to my wife, Patti, whose encouragement,
patience, and understanding have been exemplary during my
four-years in graduate studies, I owe this final debt of

gratitude.
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CHAPTER I
INTRODUCTION
Recent OJT Enactments

Beginning in the'early 1960's with the passage of the
Area Re@evelopment Act (ARA) of 1961, the Manpower Devel;
opment and Training Act (MDTA) of 1962, and the Vocational
Education Act of 1963, the federal government launched a
renewed offensive against the underutilization of human
resources in the United States. In particular, under the
MDTA; pfimary emphasis has been on upgrading the skills
of the hard-core unemployed through institutional or on;
the;job training (0JT). Initially, priority was given to ’
the institutionai method of training, but more recently
there has been a noticeable shift toWard OJT, mainly be-
cause the latter has proven less expensive per trainee
enrolled,1 Further evidence of a shift in emphasis is
the establishment in 1968 of the Job opportunities in the
Business Sector (JOBS) Program in which private industry,
with financial and advisory support of the federal govern-

ment, was called on to provide ndtonly OJT but also the

1The government spends approximately $650 per trainee
entering in the MDTA on-the-~job training program versus
$1,550 per trainee entering the institutional program.
Manpower Report of the President, January, 1969, p. 92.

1



full range of supportive servlces requlred to help disad-
vantaged workers make a satlsfaetory job adgustmentozj
The National Alliancevof Bueinessmen (NAB) was formed in
the same year with-the purpoee of encouraging employers
to pledge jobs for the JOBS program.3
A large number of people and a cons1derable expend1;
ture of publlc funds have been connected w1th the programs
mentloned above. Under the Manpower Development and
-Training Act, for example, Juet,over one mllllon persons
had enrolled ln'training programs at a total cost of
nearly one andva half-milliOn dollars through fiscal year
1968._4 Clearly, projeete’involving so many individuals
and such large sums of money should be evaluated to de-
termine the extent to which theyrare achieving their
stated-objectives.»‘ln Chapter III, evaluations of a
varietyiof;inStitutional training programs are-cited.
However, the OJT approach to upgrading productivity re-
mains largely an,unknownvelementvof nanpower policy pro; |
grammlng. ~It is'the~goal offthisnthesiswto help-fill this
gap by introducing both new methodologlcal procedures and
empirical findings relevant to the measurement of OJT
"success."' The focus of this»study is an evaluation of
the on—the—Job tra1n1ng program of the Employment A331s—

tance Branch-of the Bureau of Indlan Affairs in Oklahoma,

authorlzed under P. L. 959 in 1956-

°Ibid., p. 93.

31bia.
41bid., p. 238.



Format of the Thesis.

With the purpose of providing the reader With an
overView of the operation of the~BIA;OJT»program, Chapter
IT presents the Statutory foundation anduadministrative me-
chanics -of the progran. Poblio haw 959 is discussed
| briefly, followed by an ex?lanation of the administrative
‘framework of the Employment Assistance»Brahch of the BIA.
“This hranch administers two employment-related programs in
addition to OJT~-adult vocational training and direct em;
ployment assistance. The administrative procedures as;
sociated with all three programs»are described.

- In addition to references to. evaluations of other
tralnlng programs, Chapter ITI sets forth methodologlcal
procedures and conoeptual issues that are relevant in the
attempt~to answer~three’baSio questions'

What are the benefits to Indlans who partlclpate

‘in the BIA-OJT program°

‘Can guldellnes for increasing the earning and

employment effects ofvthe training be statis¥

cally estimated° | | |

What is the beneflt—cost ratio for the program,

and to what extent is this ratlo comparable -with

-those - of other government training programs?

An important (perhaps the most important)~determinant
of the effectiveness of OJT is the actions of the firm.
that oonducts_the-trainingv The method of selecting par;

ticipating firms, the ma jor elements of contract negoti- |



ation, and the selection and referral of Indians to the
firms are the‘topics of Chapter IV. It is shown in this
chapter that the length of the neéotiated trainihg periods
may be excessiVelyvlong, éo that a possible source of'sub;
stantial cost fédﬁ¢tion may have been found.

What are the direct economic béhefits fo the Indians
who participated in.OJT? 'This guestion is considered in
Chapter V.. Statistical'ahalysiswreveals fhat average
' monthly-after—fax eérnings of the trainees increased by
$125. Also, if is shown that trainée_employment»increased
by an'average of three months annually. Whereas in the
pre—training peried the trainees earned anbaverage of only
$1,358:annually; after training:they averaged $3,392 gross
annual income. When taxes on this difference.are deducted
it is found that the net increase in annual earned income
is $1,970——mofe than tﬁicé éyerage pfe—training gross an;
nual eafnings. Thé,argument.is advanced in Chapter III
that these private beﬁéfits were secured at no privafe
costs. - o

On the basis of past experience; can guidelines be
suggested which will eﬁable the‘BIA‘to increase the éﬁ;
ployment and earnings éffects of the program in the fu;
ture? 1In Chaptef VI, multiple regression analysis 1s
employed to determine if there are any characferistics of
participantsﬂthat are associaﬁed with higher earnings or
more months emplbyed annualiy. The conclusion is reached
that, cetériS’paribus; the BIA might consider: (1) seé

lecting yoﬁng applicants ahead of older ones, (2) choosing



married applicants in preference to single, divorced, or
separated applicants, and (3) accepting non—high school
graduates before high school graduates° |
- The isolation of the social,costs and benefits and
'the'derivationﬂof a social benefit-cost ratio for the pro:
gram are the subjects of Chapter VI. -It is estimated that
the social costs of the program have been $228;i59_to
date. A minimum estimate of the social benefits of the
.program is $459,684 annuallyo Given these cost and bene-
fit figures, a matrix of benefit cost ratios is presented
using different combinations of discount rates and t1me
horizons. ‘The most conservative rate estimated is 7.6,
using a ten percent discount rate and five-year time hori-
zon. The highest.rateuestimated is 29.4, in which a six
percent rate is combined With.a thrity-six year time hori-
zZon. _ .'

Chapter VIII summarizes_thebfindings of the thesis.
A comparison of the findings of this study with the conQ'
clusions of a recent evaluation of the BIA's institutional

5 is included here. The chapter concludes

training program
with a postscript on the BIA—OJT program as it has been

administered more recently (1968 69).

5Paul R. Blume, "An Evaluation of the Institutional-
,Vocational Training- Recejived by American Indians through .
the Muskogee, Oklahoma Area Office of the Bureau of In-
dian Affairs" (unpublished Ph.D. dissertation, Oklahoma
State University, 1968)



CHAPTER II

STATUTORY FOUNDATION AND ADMINISTRATION
OF THE PROGRAM

Thisbqhapter briefly outlines the administrative
structure of the Employment Assisténce Branch of the Bu%
reau of Indian Affairs. The first section establishes
the statutory foundatiqn for the operations of the branch
and outlines its basic‘administrati§evframework. The
final section describes the administrative methodology
foilowed in the BIA's three employment éssistance pro-
grams. Emphasis in both sections is placed on the OJT

component of the program.
Public Law 959

In 1956, Congress passed Public Law 959 to prqvide_
vocational training for Ame;ican Indians. After devoting
sixteén months to establishing the administrative frame-
work, actual training beganvin January, 1958. During the
subsequent eight'years 19,519 Indiéns received training
'through funds appropriated under the auspices of P. L.
959.

The Act provides that a vocational training program be

established by the BIA to provide two types of vocational



tfainiﬁgj' Instltutlonal training (called Adult Vocatronal‘

Tralnlng, or AVT) 1s to be- prov1ded by recognlzed 1nst1— »
'tutlons of vocatlonal educatlon in the Unlted States. ”
With respect to on-the-job tralnlng (OJT) the law states:
4. in-order to help adult Indians who
,m_wreslde on or near Indian reservations to.
H,obtain;reasonable-and.satisfactory,emv..«”\r o
...ployment, the Secretary of the.Interior ... . .
_.is.auwthorized to undertake a program.of .. .. -
s e apprenticeship, and- -on-the-job.. e
. training, for perieds: that do not exceed... .
... twenty—four menths. . . For the purpose ... ..
... 0of this program the Secretary is autho-. . .
. rized -to enter into contracts-or agree- . .
.ments with any . . . corporation or ..
.association wh;ch»has -an -existing.ap-—: D
prentlceshlp or on-the-job training pro-
gram which is recognized by industry and
labor as leading to skilled employment
Prlor to P. Lo 959, the BIA establlshed the Direct
| Employment,Assistance program (DE).‘-Establlshed in 1952,
vDE’enables Indians to receive financial aid for resettle-
ment to a plaCe of employment. Since its inception\25,902
Indians have benefited from DE support. Through 1966,
14,640 Indians“partioipated in AVT while 4,879 received
OJT. A summary of ‘BIA act1v1t1es by year w1th regard to
'these programs is 1llustrated in Table I,
| ' The sole admlnlstrator of P. L. 959 is the Bureau of
MIndlan Affalrs.b-The BIA coordinateé-thetactivitieS»of ten

'area offlces.~ The area offlces formulate policy recommen—

‘datlons and-superv1se-the activities of the agency offloes

which are the .grass-roots administrative branch of the

70 Stat. 986 USC Sec. 309. The full text of P. L.
959 and a 1961 amendment are found in Appendlx A,



BIA. There are numerous agency offices, includimg eleven

in Oklahoma.

TABLE I

SUMMARY OF THE DE, AVT, AND OJT ACTIVITIES
_OF THE BIA, 1952—1966 , :

| | ~ pE? New Units® P. L. 959 .

... Piscal Year ...... . . (Units) AVT ... . 0d7T
1952 442 — .
1953 - 697 —— ——
1954 1,222 —_—
1955 | 1,500 — e
1956 - . 2,083 —_— |
1957 _ .. 2,882 — =
1958 v . 2,373 . .. 397 . 207
1959 1,655 1,141 168
1960 _— 798 N 936 . 276
1961 1, 822 1,226 . 506
1962 v 1, 866v T 445' : 736
1963 - v 1,696 . 31,747 « 476
1964 1,985 1,805 552
v19gg_ o 2,%%5 , 2,719 o 656
1966 . . 1,866 3,224 1,302
- TOTAL 55,502 TI 640 7,879

&) Unit is an unattached persbn or a family

Source: Unpublished data, Bureau of Indian Affairs

The Branch of Employment Assistance is the unit of
the BIA which administers the P. L. 959 and the DE pro-

| gram. Each agency‘office has an agency employment assis~-

'tance officer’WhQ assists Indiéhsmin’éompléting the apé-

plication for on~the-job training (OJT). This officer



either accepts or rejects the applicant. The opinion of
the agency employment assistance officer is then reviewed

by the area employment assistance officer. :The area of-

ficer has veto power-over the agency officer, but usually
yields to the latter's judgment since the agency officer

has more direct contact with the applicant.

Three Employment Assistance Programs

The DE Program

An Indiaﬁ desiring direct employment assistance must
complete an application to be transferred to a certain
locality. If job vacancies requiring the applicant's
skills are evident in that vicinity and if DE funds.are
»avaiiable,.the Indian's move is subsidized° It is not
necessary that the applicant already have the job before
the transfer occurs, but there must be a reasonable
chance of securing employment. To aid the Indian in
findihg a job after being~reldcated, seveanield Employ-
ment Assistance Offices (FEAO) are located in major inQ
dustrial_cities,2 Théy provide information on employment
opportunities and serve as employment agencies for the

Indians.> | o | 0

'2These cities are: San Jose, Chicago, Cleveland,
Dallas, Denver, Los Angeles, and Oakland.

v3ReaderS»interested in a more detailed description
of the DE program are referred to Alan Sorkin's manu~-
script for the Brookings Institution. Its title and con-
tent were not available to the author at this writing.
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The AVT Program

BIA officials indicate that there are long lines of

‘Indlans waiting to receive AVT--the number actually re—'v

ce1v1ng tralnlng belng limited by avallable funds,4 Be—
cause the-demand for-AVT~1s so great, no recruitment of
applicants byvthe¢BIA is necessary. - The initial“step\for

thecapplicant is to go'tOLthe»agency officepin his‘area‘

rand complete an 1nvolved questlonnalre. - Because' the ques~

-tlonnalre is so complete and requlr&sthe acqu1s1tlon of

several-legal-documents,rltS'completIOn serves~as a test

of the applicant's sincerity and determination‘to receive

AVT, - Establlshlng that the applicant has the necessary
Indlan blood quantum to quallfy for the. program may re—ﬂ

:qulre~tra01ng~the fam11y~treeuof the»appllcant for

several-generationsﬁ» School records and marriage certi=-
ficateS<must»also;be_provided,5- The applicant must also

take the General Aptitude Battery Tésts at the nearest

State’employmentvagency;~ The results help counselors to

»refer~applicants to'vocations-mQSt suited to their skills

and preferences.
There are thlrty—two AVT occupatlons made avallable

through the Muskogee Area Offlce.- The AVT program in

.t 4In the month of March 1969, the Oklahoma offlces

 reéported that 176 Indians had completed their AVT ap-

plications and are waiting the .necessary funds to finance
the. training. Once funds are appropriated selectlon is

-on a first-come, flrst—served ‘basis.,.

»'5Blume, P 65°
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Oklahoma is administered solely by the Muskogee Area pf;
fice because of its close proximity to Oklahoma Sfate >m'
’University School of Technical Training at~0kmﬁ1gee,'
Oklahoma. The training period usually runs from SiXtéen“‘
to_éighteen months depending - on the chosen occupation, in:
cluding not only training directly applicable to the jdb
but also "training-related" courses such as Ehglish; oral
communications, human relatiohs,etc° Trainees are moved
to the training site at the Bureau's expense and a sub;

| sistehce allowance>is provided during the training period.
The trainee's academic‘prggress, attendanée, and grades
are carefully noted. After training is dompleted, thé.
BIA helps the trainee secure employment and may subsidize

‘his move to a new locality.

The OJT Program6

The sequence of events leading to an‘Indian‘entering
the OJT program begins with the selection of a firm to

provide the training.  Fach area office employs an area

industriai development specialist whbse‘job~is't0~make

~contacts'With»employers=who might gualify to participate
in the program;'_The manual which the BIA followsAin ad;
ministering the OJT program specifies that the partici-

patingvfirm must meet two basic standards: (1) it must

6Indian Affairs Manual Release 43~159, United States
Department of the Interlor, Bureau of Indlan Affalrs,
October, 1963,
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not be owned by an individual and (2) it must have an
eiisting OJT program which is recognized~by-indusfry and
labor as leading to skilled employment}~fThevinduéfrial
development'specialist~is not the contract negofiator,‘
His job is exploratory in nature. He explaihs theﬂaveil:
‘ability of the program and if the emﬁloyer‘is interested,
he»arranges»a meeting with the contract negotiatorf

| TheecommiSSiQher;'Area Director; or anYohe to whom
they have delegated their authority, is?reSponSibie”fpr
the negotiation of ahd eompliance to the‘terms ofﬁthee

contracf. The area property and Supplyvofficer'ie”gen—

erally responsible for negotiating the terms of the

coﬁ%reet. ‘The area employment assistance officer then
handles the OJT progfam'phases~and«the_adminietration of
the contract. | |

The manual also specifies that the facilities of the
prospectiverfirmﬁare o be inspected to determine if
~there -is adequate_heating,‘lighting, toilet»facilities,
and~ifjsafefy.ﬁfacfices’are followed. eEquipment*and/
- tools are to be'inepeeted for safety angygenefal condi-
tion. An attempt should be made -to defermine if adequate
housing~iS»available in the vicinity for the trainees.
The firm's OJT program is to be investigated to determine
the period of ‘its exietence, number of persens who have
completed trainingg'their-present places of employment,
the number now employed by.the prospective firms and the?
number of supervisors‘and instructors employed to furnish

training.
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Details are then worked out for the OJT program. Two
variables in particular are negotiable: (1) the- amount
of the wage rate to be paid by the BIA and (2) the length

 of the training period for each skill. The manual stipu-

 .lates that the pdrtion of the wage rate subsidized is not

to exceed one-half of the established'minimum wagé under
the Fair Labor Standards Act of 1938, as amended; per Week
for each trainée, based on a forty-hour, five-day work
week., For example, thé'bresent legal minimum-wage>is

7

$1.60 per hour. If the trainee's starting wage rate was
$2.50 per hour, the BIA would pay $.80 of that hourly
rate. If the trainee began at $1.50, the BIA would pay
$.75 of that hourly rate. If the trainee were to work
fiffy—four hours per week, the BIA could subsidize only
forty of those hours., o

ﬂOnce‘thé defails of the contract are worked out,
prospective trainees are referred to the participéting
firm, The screening, evaluation, and referral of trainees
is thé respon51b111ty of the area employment assistance
officer, although he is usually ass1sted by the agency
employment ass1stance off,lcer° The final selection of
Indians to be trained is made by the partipipétingemf
ployer. The_empléyer'ié not required to hire évery person

referred to him by the BIA, Other details of a BIA-OJT

7U. S. Department of Labor, WHPC Publication 1167,
November, 1966, P. 6. Actually the legal minimum wage in
agriculture is $1.30 per hour, but the Bureau has only
been grantlng OJT contracts to those firms paying the
higher minimum.




14

contract are illustrated in a contract fofm found in.Ap—

penidix. B.
Summary

The basic purpose of this chaptef has been to fa-
miliarize the reader with the procedures established for
admihistering an OJT contract. With this frameWbrkvin
mind, the reader will be better prepared to understand
the methodologiéal}procédures'and conceptual issues}in-
volved in the evaluation of the program whiéh are the

topics of the following chapter.



CHAPTER III
METHODOLOGICAL AND CONCEPTUAL ISSUES
. Introduction ... ...

To date, most economio analysesfof skilthraining

' have concentrated on institutional traininghprograms, This
is a method'of”training'where participants attend formal
classes to acquire- & epecific skill, and then enter the
'labor'fOfde{"Much'ofithis'analysis‘has'dealt'with evalu-
ating institutional programs,conducted under the auspices
of the 1961 AreahRedeveiOpment Aot‘or:the-1962'ManpoWer :
erevelopment and Tralnlng Act. A oomprehensive’reference

to these works is Retralnlng the Unemployed, whloh in--

‘eludes summarles of evaluatlve work done by Mlohael Borus,
'eGlen Cain,- Herb Chesler, Gerald Somers, Ernst Stromsdor—
fer, and others under Ford Foundatlon sponsorshlp-durlng
the'1963—1967“p‘eriod.1 In-a study related to- the present
‘one, Paul R, Blume has completed an evaluatlon of an
institutional tralnlng program of the Bureau of Indian

2

1Affa1rs..- Other more recent studles have been oonoerned

. 1Retralnlng the Unemployed Ga R Somers, ed., (Mad—
ison, 1968)

2B1ume.

»15
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with the economic evaluation of vocational and technical
school education in general.3
Economic evaluations of on~the-job training (0OJT)
programs, on theﬁother,hand, have been conspicuously small
in number. In OJT, as the name indicates, the participant
acquires, or upgrades, a skill on the job rather than in
an institution. Three exceptions to the general dearth
of 0JT evaluative analysis are the contributions of Gary
Becker, Jacob Mincer and Allan Muir,4"These studies de-
velop important theoretical models and methodological pro-
cedures, and Mincer's work includes estimates of the rate
of return on selected on-the-job training;programs such as
apprenticeships and'medicalspec_ialiZati_ori° However,‘

neither Becker nor Mincer deal with an evaluation of

3For example, see Jacob Kaufman et al,, An Analys1s

of the Comparative Costs and Benefits of Vocational Versus
Academic Education in Secondary Schools, U. 5. Department
of Health, Education and Welfare Project No. 0. E. 512
(Un1vers1ty Park, Pennsylvania, October, 1967), and Adger
B. Carroll and- Loren Ihnen, "Costs and Returns for Two
Years of Post-Secondary Technical Schooling: A Pilot
Stgd " Journal of Polltlcal Economy, LXXV {December,
1967). . , : ,

: 4Gary Se Becker, "Investment in Human Capital A
Theoretical Analysis," Journal of Political Economy, LXX
(October, 1962) (supplement), pp. 9-49; Jacob Mincer,
"On-the-Job Training: Cost, Returns, and Someé Implica-
tions," ibid., pp. 50-79; Allan Muir et al., Cost/
Effectlveness Analysis of On-the Job and Institutional -
Training Courses, U. S. Department of Labor Contract No.
OMPER 3%—00—64~O4 ( Washington, 1967). The author is
also aware of a dissertation in progress at Southern
Methodist University by Dale Rasmussen entitled "Deter-
minants of Rates of Return to Investment 1n Onathe Job
T“alnlng "
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“kgovernmént subsidized OJT, such as that conducted under

'thé'auspices-Of\the Bureau of Indian Affairs.'

The purpose of this chapter is to explore the meth-

odological and conceptual issues involved in answering -

the followihg questions about the BIA—OJT»pfdgiam:

What are the payoffs to Indians who received
on~-the-job training? : )
Ganvguidelines for increasing the.privafé.
returns to training be statistically‘eéti- -
mated?

- What are the relationships between privaté
and social benéfits-and costs fér-thé BiA:"
OJT program, and to what extént'are»thése‘
magnitudes compérable with other govérnment_

- projects?

The Private Economic Payoffs to

BIA-OJT Participants

Thévpfé;post'method is uSed.to measure the economic
return to training in ‘terms of émploymenf experiénée and
earnings of Iﬂdiahs-whorre¢eive OJTF The trainee's em;
ployment~éxpérien¢e and earnings before training isgcom;
pared with thé same-¢anepts’at a point in time‘after

traihing, With'appropriate adjustments that are detailed

‘_ below5' Other non-employment related measures might be

considered relevant for an objective program evaluation,

This»isvnof-deniedfyand the reader should be aware of the
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limited sedpe of this analysis. Redistributienalvand
social aspeets~ofethevprogram are drecussedeihbamlater
eectionep | | .

) in the case‘of earnings, the'payoff measure used is
‘the difference»betweeh the trainee's highest (most recent)
monthly earned income-iﬁ“his last job before ehtering
trainihg and his monthly earned~inceme twd.&ears.after
the training'ceurse was eompletedbwith the differential
“being~adjusted for taxes levied on the differeheeev Sinee
"ah-individual will*ednsider-taxes a-reduction'ih his in;
bvcome,“earninge»as a private payoff measure eheuld'be net
df-taxee;5v\Earned‘ihcome-is the appropriate measure
rather  than grbse-income (which may inclﬁde'transfer-payé
ments) because it is earnings'that themtrainihg'ie-de;~
signed to bolster. The differential in pre- and post-
training_earnings should'include;differenees in fringe

benefits-between the  two periods.6'-There is not complete

SSee Glen’Cain and ErnstVStrbmsdorfer, "Retraininge
in West Virgina: An Economic Evaluation," in Somers,
Do 303 : : o S ' :

GInformatlon on fringe benefits was not secured
in the pre-training records of the BIA, so in. the mailed
_.questionnaire the trainees would have been regquired to
.. recall the fringe benefits on jobs long since left be-

~_ hind. In addition, it is generally agreed that the more

. information solicited by mailed questionnaire, the fewer
. the responses. In this case, it is felt that the anal-
ysis would suffer more from a reduction in response than
it would gain from additional fringe benefit information.

__ Carroll and Ihnen. suggest that persons with higher edu-

" cation generally have more fringe benefits associated

| - with their employment (Carroll and Ihnen, p. 969). - This

-guggests that earnings differentials will be understated
if the non-wage components are not inc¢luded. - S
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agreement that the earning differential is the.appropriate

meaSure”of'returnfto training.. The~theoretical“hasis for
controversy on this point is explored in'a‘subseduent sec?
cion. . L

" The payoff measure for employment experience—is‘the
ldifference between average number of months employed an-
nually in the pre—training period and the same concept in
the two year post—training period. . o

The pre—post evaluative method is cr1t101zed in the
literature on the basis that part of the differential be—
'ctween observedvpre— and post—training values of the payoff .
‘measures are'attributable'to factors other than receipt of
training.7 fFor‘instance,’it is argued that if the level
of aggregate economic actiVity changes from the pre-~ to-
the post-period, this would-: be expected to alter an 1ndi;
vidual'srearnings and employment»experience irrespective
of whether he received training or not. Again, the va-
lidity of this pOint is- explored below. |

: Those~who~criticise the pre-post technique support

8

an experimental-control group methodology.” -In this tech~

nique the»payoff'measures of*indiViduals-who participated

7See M. E. Borus and Einar Hardin, "An Economic Eval—
uation of the Retraining Programs in Michigan: Method-
ological -Problems of Research," Proceedings of the Social
Statistics Section of the American Statistical Associa-
Tion, 1966, p.. 134, and D. O. sewell, " A Critique of -
- Cost-Benefit Analyses of Training," Monthly Labor Review,
'=September, 1967, pp. 48-49..

: 8The four training evaluations in Retraining the Un-
emploxed Somers, ed., used the experimental~control
group technique‘ . :

i
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in a traininé‘program,are compared with'the”same}concepts‘
for appropriately selected individuals with characteris-
"tlcs thought to make them representatlve of the experlence
of theatralnees 1f-they had»not partlclpated in the~pro:
gram,-. - To the extent that the chosen: control group accu-
rately reflects thls experlence the effects of cycllcal ‘
and seasonal varlatlons 1n the-economy are~held-to4be ef—
>fect1vely controlled and any dlfferences in the observed_
magnltudes of the des1red measures ‘are attrlbutable to
tralnlng, However, because 1t is 1mposs1ble to find a-
.conceptually perfect_control-group,rlt becomes necessary
to adjust-forydifferenceslin~selectedbbersonal character:m'“
vistics; attitndes; and”environmentallfactors?betWeen~the~
»two gronps,' For example, tne fact that the tralnees ap—
’plled (or even quallfled) for tra1n1ng may mean- they are
more 1ndustrlous than=members of the control group. HOW-

-does one adaust for th1s dlfflcult to measure character—

'1Stlcf of mot1vat10n° It accurate d1fferences 1n the payﬁk

off measures due to tralnlng are to be 1solated an o
adaustment must be made. ) c | - ’ |

| In uslng the pre-post method thls problem does not
arise 1n the same way.- D1fferences in the~att1tude,of
the trainee before.and after training wnicnfmay affect
thevpayoff'._measnres.’may’be'a.by-—product'ofethetrai‘ning°
Other factors;‘such as age, marital'status, number of
children and tariations‘indthe level of economic activity,

Which’may change‘between the pre- andaoost~periods, and -
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which may influence the size of the paydff variables, are
measurable; and their influence can be‘statistically_esti:
mated and appropriate adjustments intfoduced;-.The statis;
tical technique used to determine what adjustments~afe
nécesséry in this study will be lgastésquares linear fe;
gression analysisb The two measures that are tesfed~for
~neéde§ adjustment aresthe level of‘pre—tfainihglmdnthly
earhings (Y1) and the average number of monthsvworkéd an-
nually during the designated pre-training periodm(E1).
vThese measures -are regressed on the following personal’
‘énd environmental factors:
(1) Age (X1): As one grows older embOdied pro-
~ductivity should- increase, resﬁiting in -

increased earnings and employment.

(2) Marital Status (Xz): Becaﬁse a married inQ
dividual bears the added responsibility of
providing‘not only for- -his own, but for his
‘family'é economic Welfare,vit~would be,ex—
ﬁected that he would have a better employ;
ment rééord and higher monthly earnings
than the unmarried individuai,- In addition,
firms might'ténd to giVe'preference to mar; 
ried persons because the former are likely
-to-be asso¢iated~with job stability because

of their added responsibility. -

(3) Number of dependents (X,): Additional chil-

dren- (or other dependents) are another
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source of increased responsibility which
in»turneprovide an incentive to better
. empleymentxand»increaseﬂmonthlygearhingsm

-(45'éhangesrin the level of econemievaeﬁiyify

: ,(X¢) The perlod of time: whlch this study
covers w1tnessed substantlal 1ncreases 1n
the(general level of~economlc act1v1ty.' .

'sThistehange would be expectedrtoefayerabiy'
'~affeef»peth earnings per tiﬁe unit and-the
~numbervef units worked-during aiéiyenAyear\'

It changes in any -or-all. of the- 1ndependent varlables
do s1gn1f1cant1y~affect»earnlngs and/or employment expe:
nrienee, the'payoff variables should be apprepriately
~adjusted.’ | | o B

'Even after the difference between'the'pre; and post;,f'
training~va1ues has been!adjusted~fer'thesebfactors, ifm
neeessary,sohe eannep~spate conclusively'fhatethe re— .
sulting value is due solely to'the‘reeeip% of t’raini—ngo
It can only be stated that the- dlfferentlal has been- ad;
-Justed for what appear to be 1mportant causes of varlatlon
in the- payoff measures ether than the recelpt of tralnlng..

In summary, the exper1menta1~control group method -
has the advantage-that ehanges in the levelwof;eConomlc
~activitytaffecfwbofh.greups being.cOmpared sQ'that~n0’ad—
~juStmenf‘isfneeessaryfferﬂthis.factoro‘ Its-majoridisad4»
~yanpages‘inelude (1):the'difficulty of finding -an appro-

nmpriate—eonfrolsgroup»and-(Z) the additional time -and
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expense of collecting databon the control»group. The
pre—post method is less expensive aﬁd the problems ofvdif—
ferences in pefsbnal characteriSfics.dpvnot exist as they
do in the control group metpod; Thosé:personal character—-
isties that do change and have some affégt on the payoff
variables can be appropriately édjusted;ﬁ?its major disQ
advantage is the assumption that the pfe-tﬁaining economic
éxpefiences of the trainees are assumed to continue in

- 1like manner into the post-traihing period, The effect of
this crucial assumptibn on thg magnitudes.of the payoff

measures is discussed verbally and graphically in ChapterV.

Guidelines for Increasing the Private

Returns to Training

The objective of the BIA-OJT program as stated in
P. L. 959 is to help adult Indians obtain reasonable and
satisfactory employmenf. Therefore, the BIA is interested
in choosing among several qualified applicants thé oné(s)
who will yield the greatef private.returns per dollar
spent. For exampie,iif stafiétics indicate that younger
Indians have better completion records and tend to bene-
fit more in terms of earnings and employmentrexperience
than older Indiéns, then younger Indians might be given
preference when choosing among otherwise equally qualified

applicants.g Multiﬁle regréssion'analysis will be used to

9The word "might" in this sentence is to be empha-
sized. Perhaps an older Indian should be given preference
even though the private return of his training is lower.
By giving him the chance for a higher and more stable
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estimate the relationShip Eetween variations.in pre—.and
pest—ffaining differentials in employment andiearnings'and N
selected characteristics of the trainees.. |
.The set of relétionS»will contain three'dependent
variables.‘ They are:
(1) the adjusted differential between the pre;_
and post—~training level of-monthiy{earned
_inceme (Y,) | | o
(2) the adjusted differential betWeen the~pre;
and post-training level of employmentv‘
experience (E-)
(3) the training completion status (T )
The 1ndependent variables and the reasons for including
each are:e
(1) Age (X ): Prior to training older Indians
may have been digcouraged by the unstable
»nemploymentfexperiences assqciated with 1ow—
~ skill, menial jobs. To the extent that
younger Indians have felt this discourage-
. menf less, they would]be expedted'ﬁqlbe;mére

~ enthusiastic, and more optimistiCjaboﬁt."‘

‘income, -his children may be able to attend .school:longer
-and become accustomed to living in a family with.a regular
income. - This influence could be reflected in.their fu-
ture income levels and attitudes toward work, and: the
-long run level of payoff variables for the Indian pop-
ulation may be greater than if the BIA simply chose the
younger Indian. The question of where to break the
vicious circle of poverty to get the maximum results is

as thorny as the ‘'"chicken or egg" question; but, none-
theless, it -is a.question which must be con51dered°
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their training and hence have better com—
pletion records, greater empioyment stability,
and higher earnings. In addition, because
younger persdns have a longer potential work-
life, firms tend to consider'them a better
investmént risk than older persons. Conse-
quently, the younger person's employment
récord'should be better and his earnings
record might be superior.

Marital Status (X2): As mentioned previously,

because a maFried person bears the added re-
sponéibilitj of providing economic support for
a family, as Well as for‘himself,.one would
expect the married person to be more enthu;
siastic and‘conSCientiOus about his training
and thus have a better completion reéord and
higher payoff variables than the~ﬁnmarried
individual, Too, firms may exhibit a pref-
erence for married persons over unmarried'_
persons,'because the former, with their added
responsibilities, are linked to better job-

stability records.

Sex (X5):, One would expect males, who are

more often responéible for the economic: sup-
port of a family; tOjbé more earnest in their
effort to complete training-andwhave a higher

payoff variables than females., "Though there
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is some variation between industries, males
are generally considered a superior invest~
ment risk by f;rms, alsd, since they are less
likely to quit to assume household duties as
is the case with females;

(4) Highest level of education attained (X6):

Lester Thurow points out there is evidence
of an‘interaction between training and edu-
cation. The higher the level of education
attained by an individual, the more he will
tend to benefit from training and vice-
versa,10 Firms tend to give preference to
the high school graduate also since his
basic skills (reading, writing, and arith-
metic) should be superior to those of the

nongraduate.

(5) Iribal affiliation (X,): Historical evidence

‘inQicatesithat because members of the Five
Civilized Tribes have‘made‘gfeater efforts
to assimilate thah members of other tribes,
that the completion records and payoff vari-
ables for members of the Chickasaw, -Cherokee,

Creek,-Choctéw and Seminole tribes would be

1OLester C.:Thurow, "The Occupational Distribution of
the Returns to Education and Experience for Whites and
Negroes," Proceedings of the Social Statistics Section
of the American Statistical Association, 1967, p. 233,
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more impressive than for other'tribes.11

Private Versus Social Benefits and Costs

The calculation of a benefit-cost ratio involves
three concepts: (1) costs, (2) benefits, and (3) the

12 Since the benefits and

time profilé and discount rate.
- costs to an individual may not coincide with those of

society, separate estimates must be made.
Costs

The true cost of training is the value of the next
best alternative opportunity which was foregone in order
to provide training.13 However, because ofxthe_difficulty
of measuring these costs in the opportunity sense, the
- present study will use costs in the accounting sense as
the measure of the costs of training. |

Private Costs. The costs to the individual trainee

of receiving OJT may include (1) costs of tuition, books,

materials, etc., and (2) foregone earnings, '$hiS’is

""Blume, p. 168.

12For a survey of the use of each of these concepts
and examples of their application in water, transporta-
tion, and other projects, see R. Turvey and A. R. Prest,
"Cost—-Benefit Analysis: A Survey," Economic Journal, .
LXXV (December, 1965), pp. 683~735. For a good bibliog-
raphy of applications and conceptual issues in the general
area of education see Mark Blaug, Economics of Education:
A Selected Annotated Bibliography (New York, 1966).

13Richard Judy, "Costs: Theoretical and Methodolog-
ical Issues" (paper presented at the North American
Conference on Cost-Benefit Analysis of Manpower Poli-
cieg, University of Wisconsin, Madison, May 14-15, 1969),
p. G.



28

- shown in equation form as:

17 ¢ =¢ c
[]p +

d fe

where
Cp = private costs of receiving OJT

Ca

il

direct costs which-include books; tuition,
materials, etc. - |
Cre= costs in-terms of foregone earnings
In the BIA-OJT program- the private direct-costs,.cd,

are zero, and»Cf»e is generally negative. - A1l direct ex-
.penses involved in -the BIA;OJT program insofar as tuition,
books, and materials are~concérned~é£e borne by the Bu-
‘reau. The Bureau even bears thé'expense-of relocating
the trainee to the job site where the training takes
place if tnis is necessary. Foregone earnings are the
earnings which are given up to participate -in training.
Even a cursory glance at thefpre;training employment
records and earnings of- the participants indicates ex-
tended periods of unemployment and receipt of legal:
minimum wage»rates; or lesé, when employed. While re-
ceiving OJT the-trainees are employéd full-time, and all
are receiving at least the legal minimum wage. Hence, a
trainee generally gives up nothing in terms of earnings
in order to receive training. -If anything, their "fore-
gonel earningé-are negative and should therefore be
treated -as a benefit of the program.

| Given these observations concerning the private

costs of training, it becomes clear that it is not
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possible to derive a meaningful privaté benéfit—cost
ratio. The‘déﬂominator would either be zero--in which
’Qﬁse'thg ratio would be an undefined term, or negative—f
Which'would make the ratio meaningless when fhe negative
s;gn.results from a‘negativé denominator.andva positive
numerator. For this reasoﬂ, rafher than using a private
bgnefit;cost ratio, the present value of net benefits

achiéved through the program wili-be calculated.

Social Costs. The'real, as opposed to mdney, costs
to society of providing BIA-OJT are approximated by: (1)
BIA adminiétrative‘costs, (2) BIA subsidy payments to the
firm, (3) net costs to the firm'supplying the ﬁraining,
and (4) output foregone while the trainees are in train;
ing. It should beirecognized that these money'costs are
only an qpproiimation to the real economic costs of
tfaining to society, the latter being the opportuhity
costs,of the‘resources devoﬁed to training,14 Total ad-
ministrative costs are available from fhe BIA Area Em-—
ploymenf'AssiStant Branch. However, this brénch engages
in two other programs*besides the OJT program--adult

vocational training (AVT) and direct employmentassistance

_ 14Mary Jean Bowman, "The Costing of Human Resources
Development," The Economics of Education, Proceedings of
a conference held by the International Economic Associa-
tion, eds.; E. A. G. Robinson and J. E. Vaizey (New York,
19665, pp. 442-443., Opportunity costs in this case re-
fer to the benefits foregone by society because resources
were used in this training effort rather than belng used
in some other way.
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(DE). . This occurrenceof joint costs presents the problem

of how to determine what portion of the total administra-
tive costs'should be allocated to the OJT program.15 On
the basis of their‘knowledge and experience in adminis~
. tering their three programs,'the Employment Assistance
Branch will submit their estimate of the administrative
cost of the O0JT program. It is cohceded that this_Pro;
cedure does not adequately recognize the joint cost
problem. ‘

The amount of BIA subsidy paymenfs'to the partici-
péting firms is secured directly from BIA payment forms.

With regard to the third component of soéial costs;
the net cost to the firm Qf supplying the training, Gary
Becker's analysis has‘shown that no rational firm will
provide training’at a net cost. If the training is- com-
pletely general, i;e., increases the traineé's marginal
product in other firms also, the costs of fraininngill
 be borne by the trainee in the form of reduced wage‘rates
during the training period. If training is completely
specific, igeo, increases the trainee's marginal product
“only in the trainingvfirm, thé,firm will capture enough
of the returns to training in the future to at least com-
pensate it for the discounted costs of training. Between
- the two extremes a combination of the two adjustments

will take place so that the firm does not lose money on

P5ee Kaufman et al., pp. 25-28, and R. L. Weil, Jr.,
"Allocating Joint Costs," American Economic Review, :
LVIII (December, 1968), pp. 1342-1345.
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its tralning program. Becker shows that if the firm is
operating in a purely competitive market, competitive con-
ditions . w1ll dictate that the net returns (and thus the

net costs) of training equal zero. The more that a firm
diverges from the purelyvcompetitive characteristics, the
more probable it is that net returns from training become
positive (or net costs become_negative).16' |

These, it is to be remembered;'are the conditions
v holding for the firm which must pay the full wage bill of
its trainees. In the BIA;QJT program the nine partici;
pating firms paid only one-half the wage bille—the other
one;half being subsidizedvby the BIA. vSo it seemsvciear
that contrary to bearingvcosts for providing training,
owners of the participating firms actually enjoyedva netu
benefit up to the amount of the wage subsidy payments
they received. Appropriately; these subSidy payments are
included as a part of the private benefits of the pro-
grani;17

In calculating tne fourth-component of costs to so-

c1ety, output foregone while the trainees are in training,

the "vacuum effect" should be~conSidered. ThlS is. the

16Becker, p. 10-25. Also see Walter Y. 0i, "Labor
as a Quasi-Fixed Factor," Journal. of Political Economy,
LXX (December, 1962), PP- 540—541, Tand Mincer, ibid.,
Po 69 ,

ne argument might be made that all of the subsidy
should not be included as a benefit to the firm since-
the BIA trainees are not as productive as.the normal
trainee. Evidence is presented in Chapter IV, however,
which contradicts the ex1stence of such a productivity
- differential,
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idea that when employed before training, most trainees
worked in unskilled jobs'which could easily and readily

be filled from among the ranks of the unemployed who would

18

not have gotten jobs otherwise. If this vacuum effect

is eperative,“then soeiety does not forego output by re-
moving trainees from these jobs and putting them in the
OJT program. In fact, because. OJT trainees eontribute to
productionvwhile in training, society actually gains,
rather than foregoes, eﬁtput during the training period
in an amount approximated by the value of the output of
the trainee while in training. There 1is considerable
lack of agreement among manpoWer pfogram evaluators as to
the existence of the vacuum effect. Essentially,'they
" question the assumption that those workers who replace
the traineee in their old jobs‘would nof have gotten jobs
otherwise. Even 1f the vacuum effect were not operative
for the BIA—OJT program, it seems reasonable to assume
that the output of the tra;nees while in tralnlng would
be at least as great as their output in their old jobs,
so that society still does not forego output in the ab-
sence of the vacuum effect.

At fhe eXtreme ene might even consider that by en—
gaging in OJT the trainee removes‘bottieneeke_whieh Wpuld

allow more workers $o become emplOyed'Wifhtfhe'centraéting

18IVI. E. Borus, "A Benefit-Cost Ahaiyeisfefw%he&Eebn—
omic Effectiveness of Retralnln the Unemployed," Yale
Economic Essays, IV (Pall, 1964 p. 412.
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firm than would have been employed otherwise. This
"bottleneck effect" would add to the magnitude of negative
social foregone output°
Invsummary, social costs would be calculated using
the'following equation:. |
(2] ¢, =c¢  + Cop * Ce + Qp
with |

Qe = Q4 ~ Q ~ Uy = @

and

~

Qf<< 0 if Qtp is assumed = Qv’ perhaps sub-
stantially so ' '

where
CS = social cost of training
Ca = BIA administrative costs
sp = BIA subsidy payments to participating
' firms ' '
Cf = costs to participating firms of sup-
plying the trainees
Qf = output foregone by society while trainees
are in training
Qtp = output of trainees prior to training
QV = output of workers who replace trainees
in their pre~training jobs--the vacuum
effect ’
Q4 = output of trainees while in‘training
Qb = output of those who were hired because

the trainees opened up bottlenecks in
the participating firms
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Benefits

The benefits from training may be defined as the in-
crease in welfare'assoqiated with training,19 Sihce
private and social benefits will not be fhe same they will

be discussed separately.

Private Benefits. Private benefits»to the trainees
are both‘expiiCit4—as refleéted in”chénges in‘earnings
and employment experience-—and implicit--as reflected in
learning as a consumption good and the‘psychic'and social
effécts of increased well—-being,20 Only expiicit béhefits
will be used to derive the present value of private bene-
fits due to'the obvibus measurement_problems;éséociated‘
with implicit benefits. Thus the calculated value}will
be a minimum present value Qf benefits if one aécepts the
premise.that net implicit'benefits:are positive;yb*d‘a

."Explicit benefits to the.fraineesawill.bewmeasured
by using the two aforementioned payoff variables--(1) the
difference between monthly earnings in'the_last.job'be4
fore entering trainingland monthly earnings in the job
twovyearé;afterAtraining, and (2) the difference between
' average pre- and post+tfaining émplOyment experience;—‘
after appropriate adjustments. | R
| The resulting measure of adjusted minimum private

benefits . to the trainees may still be somewhat overstated

‘19Kaufman et al., p. 28.

201pid., p. 29. .
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due to what Welsbrod calls "budgetary effects."21 What |

_'would have been the effects oni the tralnee S payoff vari- o

ables_lf the‘funds used~for'the tralnlng-program»had 19,"_'
/steadvbeeh'pﬁt to some!alterhativeguse?-;Perhaps‘taxesl“
could'haVe'beenfredueed,'diSposable‘ineome.aha aggregate
,Spegdihg;subsequently.inCreased;'ang as a result,sometof
the”trainees,may'haVe enjoyedwinereasedbearnings_and em%
ployment‘Witpoutrrecefyingﬂtraining.. Orvﬁerhays,the B
training'fun&s,coﬁld have”been used'in some*other govern;
ment-ﬁnvestmeﬁtrproject with similar‘(orugreater?): o

oeneficialfresults to-some'trainees.f«If this isrso,}the

benefitsyfrom;trainingoshoﬁld:be;redgced;by»thelamount of
the‘possible'beﬁef&tstfrom alternativé ﬁsesiof'trainihg
:fundsg Because ofiobviousﬁeasurement:difficuities this
totential,reallocatioﬁ‘of-ﬁIAfOJTfprogram resoujces:tow'
alternative uSes-is'assumed'to-have a hegiigibie effect

on the prlvate return measures, and 1s therefore 1gnored°

For any year t, the calculatlon of prlvate beneflts‘ o

»(before‘dlscountlngﬁ'tothe tra1nees for the program»ls

shown as: e o S
(31 Bl = Z; (I, -I,.) - TX;9%
where
Bﬂrﬂ = ,prlvate benefits to the trainees of the
ot program in year t
21

Burton A. Weisbrod, "Conceptual Issues in Evalua-
ting Training Programs," Monthlz Labor Rev1ew, October,
1966 p° 1092 : _
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I, = gross annual earnings of trainee i
it P ‘
after training
Ib = gross annual earnings of trainee i
5 _

before training

TX; = the taxes paid on I, - I,
i ~i
M = number of trainees in the program
* = the value Within~the.bra¢kets has been

appropriately adjusted if necessary
Total private benefits of the program inéludes not
only Bét, but also the ﬁrivate benefits to the firm mea-
sured by the wage subsidy payments they received from the
- BIA. These latter benefits are received'by the fifms
during the training period and only'invthat yéar in
which the training took place. Thus, total private

 benefits of the program through any given period would be:

4] X, B

B. = B, + 2 Py

Py T t=1

where

Bp = total private benefits of the program?’

N through N years after the completion of
training

Bf = the benefits to the firms-as_measured
by wage subsidy payments received from
the BIA |

s\ B' = total private benefits to the

t= v

p .
1 t trainees through N years after the
completion of training
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Social Benefits, By and large private benefits to

the trainees are a close approximation to social bene-

.fits.zz

The more that pre-post earnings and employment
differentials measure the change in the participant's
productivity due to training, the more‘synonymbus the'twd
concepts become. The total increase in trainée pfoduc—
tivity may not be reflected in earningsand employment
differentials if the sﬁpply of labor in his training oc-
cupation increases significantly, causing the wage rate
to fall. However, due to the relatively small number of
BIA;OJT participants entering any one occupafion, it
seems reasbnable to assume that there is no significant
change in the relevant supply schedules.

To the extent to which the traineés are replacing
other workers in the training occupations and merely
shifting the unemployment to them, the social benefits
will be overstated. The social benefits of an increase
in the trainee's earnings and employment would be offset
by a éomensurate decrease in the earnings and employment
of the replaced workers. This is unlikely to be the sit-
uation in the case of the BIA-OJT program because with
’thebrelatively tight labor markets éf the mid—sixties, it
is unlikely that the BIA-OJT trainee would be replacing |

other workers.23 David Sewell has pointed out the

221piq.

23The Bureau could avoid the risk of replacing other
workers by adopting a code similar to a section of the
MDTA Act, Section 202(e), which states: "The Secretary
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potential use of wage rate behavior as evidence of the
presence of a net shortage orvsurplus in the market for
trainee skills,.elthough institutional interferences pre;
sent serious problems.

Private benefits to the trainees and social benefits
do diverge with respect to the handling of taxes. Taxes
-paid -on the pre-post earnings differential should be ad-
ded- back to the adjusted private benefits to the trainees
to estimate social benefits, since the gains from train?
ing to society are the total gains in real output Which
would be reflected in an individual's gross earnings._z4

The resulting measure of social benefits may still
be an understatement of the correct magnitude due to the
presence of other externalities.,25 -These inelude re-
ductions in crime, and provision ef'ether social services
and the resulting reduction in personnel'te administer
those services,26 It is because the meaéﬁre of adjusted
social benefits does not include these externalities that

the concept will be referred to as a minimum social bene-

fit measure. A reduction in social transfer payments is

(of Labor) shall determine that there is reasonable ex-
pectation of employment in the occupation. for which the
person is to be retrained." - For an explanation.of the
mechanics of this code, see M. E. Borus, "The Effects
of Retraining the Unemployed in Connecticut," in Somers,
ed., p. 135.

24Sewell, p. 49.

25The previously mentioned vacuum effect and replace-
ment effects would be considered externalities.

26Kaufman et al., p. 21.
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not included as a benefit since it is a reduced benefit-
to the trainee but an increased benefit to the taxpayer
- whose taxes are reduced comensurately.

It is the presence of externalities as a result of
training—-and education in general-- that makes a meaning-
ful comparlson of benefit-cost ratios for training w1th
81m11ar ratios for other public investmert projects dlf—
ficult, if not impossible.

. « - even though public investment‘pro—
jects have direct and indirect effects,
externalities do not present as much a
problem in this area as in education.:
The absence of a high degree of extern-
alities in public investment projects
makes it possible to determine the in-
dependent productivity or output of a
project. In addition, it is possible to
determine the physical productive capac-
ity from engineering data. In the case
of education, not only is the concept

of productivity an abstract one, but the
high degree of externalities makes it -
impossible to determine the total bene~- o7
fits of a particular educational project.

An -even stronger case can be made against a direct
comparison of this social benefit-cost with those of
other government investment projects. The benefit-cost
ratio only evaluates a project on the basis of economic
efficiency (i.e., how much is national product increased).
What may be as important or possibly more important is-

the_extent to which a project results in a redistribution

271pid., pp. 32-33. Also see B. Weisbrod, External
Benefits of Public Education: An Economic Analys1s,
Industrial Relations section of Department of Economlcs,
(Prlnceton, 1964) Chapter I.
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of income. Arthur Maass argues for the inclusion of in;
come redistribution-effects in the evaluation of some
government projects°28 If the marginal utility of an ex-
tra dollar to the Indian trainee is greater than for those
who are taxed to subsidize his training society has bene-
fited from the use of tax funds. The question remains,

of course, whether greater social benefits could be real-
ized .by an alternative reallocation. Furthermore, the |
technique discussed so far determines only the returns to
the existing program, without pursuing the question of

whether the program design is the least-cost method for

attaining a given objective.
For any one year the calculation of social benefits

(before discounting) for the program is shown as:

M k
[5] S ‘
B oo 2 Tg o Iy )«
S i=1 1 1
t
where
BS = the social benefits of the program in
v year 1 '

I, Ib » M, and * are define as Qefore

28Arthur Maass, "Benefit-Cost Analysis: Its Rele-
vance to Public Investment Decisions," Quarterly Journal
of Economics, LXXX (May, 1966), pp- 508-256. llaass has.
also shown how this goal could be worked into the objec-
tive function of government projects. Welsbrod empha-
sizes the same point in "Benefits of Manpower Programs:
Theoretical and Methodological Issues" (paper presented
at the North American Conference on Cost-Benefit Analysis
of Manpower Ponlicies, Unlver31ty of Wlscons1n, Madison,
May 14-15, 1969). : : :
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Time Profile and Discount Rates

The costs of the‘BIA—OJT program occur in the pres-
ent. The benefits of training, however, are expected to
accrue as a stream of income sometime in the future.
Consequently, a decision must be made as to how far into
the future the benefits will be received and at what rate
the benefits should be diséounted to arrive at the pres-
ent value of the future stream of benefits; There 1is
little agreement among social scientists as to either
the length and shape of the time horizon or the correct
magnitude of the discount rate. The selection in-each
case is important since each will affect~the magnitude
of the benefit-cost ratio.,29 Since the final decision in
each case is essentially one based on value judgment; an
alternative may be to use.sensitivityvanalysis.3o~-This
technique utilizes a table in which different discount
~rafes and different time horizons and the resultingfbene—

fit-cost ratios are shown. Commonly accepted values for

29For an excellerit article on the effects of differ-
ent time horizons and discount rates on the benefit-cost
ratio the interested reader is referred to J. Hirsch-
leifer, "On the Theory of Optimal Investment Decisions,"
Journal of Political Economy, LVI (August, 1958), pp.
329-352; S. A. Marglin, Public Investment Criteria: Bene-
fit Cost Analyses for Plammed Economic Growth (Cambridge,
1967), pp. 47-69;: Kenneth Arrow, "The Social Discount-
Rate" (paper presented at the North American Conference
on Cost-Benefit Analysis of Manpower Policies, Un1vers1ty
of Wisconsin, Madison, May 14-15, 1969).

3OThls is the course recommended by Weisbrod, "Con—
ceptual.Issues in Evaluating Tralnlng Programs," p. 1097,
xand others.
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the social opportunity cost of capital 1lie in a range
from six to tenwpercent,31 so these tWo extremes will be
used here. Three time profiles will be used;;five years;
ten years, and the length of time from the average age of
the trainees to age sixty-five.
The mathematical form for the total present value
of private benefits (X) can now be shown to be:
el s Bp,
hil =1 -(—1——_’_—1—,;{7
where |
r = social opportunity cost of capital

N time profile of benefits

]

- Calculation of the social benefit-cost ratio (R) is

illustrated in the following form:
B _

[7] 2% St

R =1 (T+7)t

Cs

Collection of Data

Pre-training magnitudes of the payoff variables and
other characteristics of the trainees (i.e., age, Sex,
education, etc.,) h&&e been secured from the applications
for training made available by the Muskogee and Anadarko
area offices of the BIA. Some of the applicants were not
required to fill in data on pre~ﬁraining employment ex-

perience and earnings, so in these cases the pre-training

3kaufman etial., p, 65,
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‘data were secured through the post-training experience
quéstionnaireo | |

A mailed questionnaire was used to collect post-
training data. Tﬁe maileq questionnaire has been accepted
as a valid means of’securing information on earnings and
employment, although the size of response error may vary
with the composition of certain characteristics of the

32

population. A reproduction of the questionnaire and

accompanying letter are found in Appendix C.

32M, E. Borus, "Response Error in Survey Reports of
Earnings Information," Journal of the American Statisti-
cal Association, LXI (September, 1966), pp. 729-738.




CHAPTER IV
THE DEMAND FOR TRAINEES: PARTICIPATING FIRMS

Some of the firms which participated in the BIA;OJT
were visited, and the person in charge was asked a series
of questions which were structured so that.replies could
be compared between the firms., This was generally fol;
lowed by a tour of the facilities. A summarization of
answers to the questions and other observations is pre-
sented in this chapter.

- The first section is concerned with the manner in
which the BIA actually‘chooses a firm to conduct training.
This is followed by an enumeration of some of the mbre im-
portant aspects of contract negotiafibn; The condluding'
séction deals with the method of screening and referring

potential trainees to participating firms.
BIA Selection of Eligible Firms

The selection of the fifm to conduct OJT is one of
the more crucial decisions in the BIA-QJT progfam° Many
of the Bureau's trainees have experienced oniy seasonal
employment, or have péor job stability records. The ex-
perience of'haVing an eight-hour a day, five¥day a wéek

job, with accompanying regular paychecks, is new to most

44
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Indian applicants. Clearly, the BIA should make a special
effort to obtain reasonaﬁle'aésurance that a chosen'em;
ployer is financially secure and expects sﬁfficient work-
force stability so that the probability of trainee termi;
natiqn due to inadequate product demand is low.

Six of the nine firms included in this.study are
still in operation. Five of these were visifed and the
person in charge of the OJT project was intérviewedo The
other operating'firm,‘which trained only one Indian, was
not visited.  The requirement that all firms be-equal‘op;
portunity-employers was roughly confirmed by observation
while touring their respective facilities. With respect
’to other legal requireménts{ none of the firms were owned
by an individual. Only two of the firms visited indicated
they had an. established training progrém of any sort. This
is a period 6f time, beginning with initial placement,
during which the trainee écquires a threshold skill level
and reQuires extraordinary supervisioho The othersthree.
firms visited did not speak directly of an.established
training prqgram, but their method of training new em-
ployees was essentially the same as for those:who said
they had an established program. A man is hired and works
closely with a supervisor until his task can be performed
satisfactorily without help.

These descriptions of OJT programs of firms conform
to those described by Michael Piore in a recent article.

Management officials whom he interviewed reported that
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blue collar jobs in their plants were learned through
"osmoSis," "hanging around," or "exposure," For the more
simple operating jobs (which is a good general descfiption
of the BIA-OJT occupations), new workers are'typically
given a brief job demonstration, after which they begin
to produce on their own, receiving occasional help from
foremen or neighboring workersg1

None of the management personnel interviewed 1nd1—
cated they became aware of the BIA~OJT program through
the»Area Industrial Development Speclallsto. The Bureau's
explanation for this is that the Area Industriai Develop-
ment Specialist dealt with only the’higher echelon in the
firm. By the time the persons interviewed first became
aware of the program, the Industrial Specialist’'s func-
tions had already been fulfilled and other BIA officials
had taken over. In some instances initial contact was
made by the interested firm, a% which time‘the Industrial
Development Specialist was notified and he carried out

subsequent negotiations.

Contract Negotiations

1

Once a firm is selected, three factors are nego-
tiable--(1) the portion of the wage rate to be borne by
the BIA, (2) the length of the training period, and (3)

1Mlchael Piore, "On-the-Job Training and Adjustment
to Technological Change," Journal of Human Besources,
III (Fall, 1968), p. 437. ‘
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the number ?f Indians to receive training. In the past,
the first has not been negotiated because the area of;
ficials feel a smaller subsidy would be unacceptable to
the.firmsn The participating firms have béen granted the
maximum hourly subsidy and then the length of the training
period for which the subsidy is to be paid and the number
of Indians to be trained have been negotiated;

A comparison of the length of these negotiated train;
ing periods with the time subjectively estimated--by this
investigator, former Indian trainees, and current employ;
ees at work stations—-~to be necessary to acquife a skill
suggests that the negotiated time period is frequently
longer than the time required to learn a task°2 Two of
the more striking comparisons are illﬁstrated in the fol;

lowing job descriptions taken from actual contracts.

Taper :(cardboard box maker) : 32 week training

period. Folds ready-cut box blanks élong scored
lines and.fastens edges togethér by one of the
following methods: (1) coats flaps with glue and
presses them together, (2) interlocks corners

by means of tabs, (3) seals edges with strip of
vgummed tape. |

Furniture Assembler: 12 month training course.

Assembles  and fastens together prefabricated

2Hencéforth, it is assumed that the trainee has ac-
quired a skill or learned his task when he can perform
his task satisfactorily without extraordinary supervi-
sion.
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Parts into frames, sections or complete arti;

cles of furniture. Trims and sands component

parts'tq make them fit tbgether forming seé—

tions or sub-assembleié, and clamps parts

“tightly together with hand or machine clamps.
May drive nails, screwé or dowels through
joints'or reinforce‘ fhem. |
Purther evidence is presented in Table II. In the
post-training méiled questionnaire, former trainees were
"asked to respond to the folloWing'quéstion: "When you;
vwere in the on-the-job training program, how many WEEKS
- did it take you to learn to do your job without help?"

It should be hoted that tfainees aré generally not
aware of the length ofitheir negofiated'training period.
The replies of 72_respohdents‘are listed opposite the
length of training périod negotiated for their particular
00T skill. | | - ‘

One respondent‘indicatéd it took him longer to learn
a task than the time period negotiated. An additional
two reSpondenté indicated it took them the fﬁll length of
the negotiated training period to leafﬁ their task.

While touring the facilities of the five plants which
were visitéd,.employees and plant managers were asked to
~ estimate the length of time reQuired to learn‘giveﬁ tasks.
Their answers Weré similar to those illustfatéd in‘Table
II. In only one case did a plant manager estimate a
- training period longer than the’negoiiated’trainihg period

for a particular task.
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TABLE II

A COMPARISON OF NEGOTIATED TRAINING PERIOD
WITH AMOUNT OF TIME TRAINEES THINK
WAS REQUIRED TO LEARN TASK

Length of negotiated Number of weeks trainees
training period indicated was required
- (weeks) to learn task
6 ¢ o 4 o o o o o . 4, 24%
e e o a o 3
1T ¢ 6 6 o 5 o o o o o o 1
12 6 6 o o o o o o o o o 15 1, 2
13 6 o 6 o 6 o o o a o o 1, 2, 2, 4
14 ¢ o o o o o o o o o o 29 24 3, 4, 6
26 6 o o 6 o s 6 o o o o 1y 2, 2
32 . s o o o s o o o o 1y 2y 2, 3, 32%%
39 ¢ v 6 6 6 6 e 6 o o o 11y 1,1, 1, 2, 6
46 ¢« o o 4 o o o o o o o 1,1, 3, 4, 5, 6, 8, 12
52 ¢ 6 s o s s o o o o o 15 15, 15 1, 1, 2, 2, 2,
29 2’ 29 27 37 3’ 3’ 37
3g 3y 3; 39 39 4! 4! 4’
4, 6, 12, 16, Hax**
T8 o o o o o o o o o o o 15 65 7

NOTES: * — the only respondent whose estimate exceeded
the contract time.

¥* - respondent's estimate identical with negoti-
ated period, suggesting knowledge of the
contract stipulation.

When asked how the length of the negotiated training
period was determined, management personnel referred to
their own experience and knowledge in regard to training

unsubsidized employees. Three firms gave reference to

the Dictionary of Occupational Titles as a basis. How-

ever, fhis document did not publish estimated training
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periods at that time.> Management did indicate that
their estimates were not accepted without question; but
were compared with the Bureau's estimate from which point
negotiation took place. The Area Employment Assistance
Officer said his estimate was based on his experience and
knowledge concerning training periods.

The number of Indians to receive training under one
contract is dependent on (1) how many employees the firm
can utilize and (2) the number of Indians seeking employ-
ment in the area.

When the various negotiations are completed, the cdn;
tract is sent to the central BIA office in Washington;

D, C. It is there placed on a priority list with other
OJT contracts until funding is available; Once funds are
freed, contracts are awarded on a first-come, first-

served basis,
Selection of Trainees

‘Once the contract is finalized, Indians desiring OJT
are screened by the Bureau and referred to the partici-
pating firm for employment and training. One plant mana-

ger felt this was the most valuable aspect of the program.

3Training periods are now estimated in the DOT: how-
ever, their length is gquestionable in some cases. For ex-
ample, the DOT suggests a training period of "over 30 days"
"to become an usher. Dictionary of Occupational Titles: Oc-
cupational Classification and Industry Index, U. S. De-
partment of Labor, volume 11 (Washington, 1935), p. 509.
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He wanted to train a core staff and the Bureau sent him
the best people they had available. A less enthusiastic
response was expressed by another plant manager, who re;
called that the first round of referrals included "every
drunk in town."” This BIA'pre¥screening aspect of the
program appears to have varied widely among the firms.
For instance, sometimes this BIA sdreeniﬁg—referral‘funb;
tion is not involved at all in placing the traineéso Two
firms (whose contracts involved 121 trainees) indicated
that if an Indian came to the firm looking for a job and
if he appeared empléyable, the firm hired him; then con-
tacted the local BiA office to determine if he was eligi-
ble for subsidy°4 It is possible that this action is
justified if the firm is certain that the BIA would sub-
sidize the new employee. It may well be that the Indian
would not have been hired in the absence of the BIA-OJT
program. The Bureau may have peen unable to supply the
firm with the number of applicants stipulated in the con-
tract. The existence of such a condition was confirmed
in an interview with one management official who indicated
the reason his firm no longer had an OJT contract was be-
cause the Bureau could not provide them with enough
trainees.

All five firms stated they were actively hiring

4One trainee wrote that he was working for a partic-
ipating firm and one day he was called into the office
and informed that he was now a BIA trainee and his wage
would be paid in part by the Bureau.
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Other personnel at the time they began participation in
the BIA-OJT programa‘ Each also stated that hiring was
carried out only to fill normal vacancies and that the
subsidy had not encouraged the creation of new jobse

Table III shows the rankings in five categories of
the BIA trainees by the representatives of the firms .
visited, relative to other new employees. BIA trainees
were estimated to have compiled higher absentee rates and
poorer punctuality records than other new employeeso_These
were generally thoughtte be inherent characteristics of
Indian employees which tend to improve the longer the em—
ployees stay with the firmo5 If they ‘do not improvep the
quker-is dismissed.- Those trainees whe complefedstheir
tfaining were given above average ratings on productivity
and work attitudes by all five firms. No concensus was
diseernable with respect to turnover rates.. On the Whole,
all flve firms believed the program was a success in their

plants°

~,5Piore offers another explanation. He suggests that

these'hard—core-unemployables are on the periphery in a -
dual labor market. Workers in this peripheral labor mar-
ket are often hired daily and absence one day does not
affect the chance of employment the next. ~Lateness and
absenteeism are- tolerated° Theré-is little- incentive to
work regularly since the frequency of 1ayoff or discharge
makes it unlikely that the job will last in-any case. All
‘these poor work habits must be "unlearned" when’ these
people move from the periphery to the central labor market
where employment is steady and higher paying, and there
are opportunities for advancement. Michael J. Piore,
"Public and Private Responsibilities in On-the-Job Train-
ing of Disadvantaged Workers" (unpublished working paper,
Department of Economics, Massachusetts Instltute of Tech-
nology, 1968)3 PP, 2-T7.
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TABLE IIT

A COMPARISON OF BIA TRAINEES RELATIVE
TO OTHER NEW EMPLOYEES

Criterion Firm

1 3 4 5 9
Turnover higher lower same higher same
Absenteeism higher lower same higher higher

Punctuality poorer better Dbetter poorer poorer

Work atti~
tudes higher higher higher higher much higher
Productivity same higher same higher Thigher

Summary

Statements by representatives of the five firms vis-
ited to the effect that the training slots filled by BIA
subsidized Indian trainees would have been filled anyway
by qualified Indians or non-Indians brings the subsidy is-
sue into d_uestiono It may be that the training slots
would have been filled by others, but that it is socially
desirable to move further down the productivity queue, or
into the secondary queue in Piore's terms, and make up the
difference between the value to the employer of the des-
ignated less productive Indian and the employer's best
alternative applicant. No evidence is available that in-

dicates the existence of such a prcductivity differential,
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This is mainly because the characteristics of the employ-
er's best alternative applicant are not known.

Additional evidence strongly suggests that one of the
most attractive aspects of the program is the recruiting
and screening function, since the timé span covered has
been one of incregsingly tight‘lafor markets (an increas;
ing relative scardity of Quélified applicants for job
openings at current market wage rates). All this evidence
may not mean that no subsidization is needed, but it does
seem to imply that the observed -pattern of contractual
subsidy at the statutory limit in all cases is not neces-
sary. There is a hierarchy of -embodied productivity
represented among Indian applicants for 0JT, which suggest
thét~a continuumof subsidy rates, as a proportion of the
market wage up to half the hourly wage rate, should be ob-
served. This does not méan that the BIA should negotiate
the subsidized portion of thé wage rate for each and every
Indian traineé° The administrative costs (both to the BIA
and participating firm) would in all likelihood bé prohib-
itive. But for any‘one contract in a given labor market
area the BIA should have some notion of the productivity
level of the employer's best ailternative applicants. This,
coupled with the Bureau's knowledge of the average capa~-
bilities of the unemployed Indian population in the area,
could form the basis for negotiating that portion of the

wage bill subsidized.
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This chapter has also presented evidence to the ef-

- fect that the length of the prescribed training period may
be too long. In light of the responses received from both
participating employefgg former trainees, and current em-
ployees at work statioﬁsy the job duties are usually per-
formed competently (i.e., without extraordinary supervi;
sion) within a few weeks from the date of initial employ;
ment. If this is so, and if the job slot was not a new
one designed especially for the Indian trainee, the em-
ployer could reasonably be expected to bear the full wage
cost after the extraordinary supervision is withdrawn.

Two possible areas in which the BIA might reduce
their subsidy payments to firms withput affecting partici-
pation as measured by number of Indian’trainees hired,
have been enumerated. What might be done with the sav-
-ings? Perhaps it could be used in other OJT contracts and
thus result in the employment of more Indians. Whether
these savings should be azllocated to more OJT contracts
depends on whether the OJT program has been a worthwhile
investmeqt in human capital--both from the point of view
of the individual trainee and society as a whole., These

are the topics of Chapters V and VII, respectively.



CHAPTER V
DIRECT BENEFITS TO THE TRAINEES

Because their chief objective is to improve theAecoé
nomic status'of Indians9 this chapter, which enumerates
the program's private benefits, may be the most important
and relevant one of this study from the standpoint of the
Bureau of Indian Affairs. Selected characteristics of
‘the trainees in the samp1e and total population are pré~
sented in the initial section. kThe second section ex-
plores the actual private benefits as measured by
appropriately adjusted‘pre-bost changes in the trainees’
earnings and employment. Alternative figures for the

present value of the private benefits of the program are

" also tabulated in this section.

Trainee Characiteristics

Between 1960 and December, 1967, the Oklahoma Area
Offices of the BIA initiated and completed nine OJT con-
tracts with firms located in Mississippi and Oklahoma. A
firm-by-firm breakdown of tﬂe number of entering trainees,
completions, non-completions, and percentage completing
training‘is shown in Table IV.

Of the 226 Indians who participated in the program
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TABLE IV

TRAINEE ENTRANTS, NON-COMPLETIONS, COMPLETIONS AND
PERCENTAGE OF COMPLETIONS BY FIRMS

Firm Nuﬁber.Eptering Number of Number of - Percent Completing
Training Completions Non-Completions Training

1 76 ' 43 : V33 57

2 19 3 16 16

3 21 11 10 52

4 18 7 11 39

5 8 6 2 75

6 26 9 17 35

l 12 10 2 83

8 1 1 0 100

9 45 | 28 7 62
Totals N=226 : NC=T18 | : Nnc=108 Percent =52

LS
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during this period, 118, or 52 percent, completed their
training. Firm number two, which experienced a large per-
centage of non~completions, was the first firm grahted an
OJT contract by the Ok}ahoma Area Offices. The firm went
out of business before several of the trainees had a
chance to complete their training periods. Firms six and
seven are also not operating at this time.

Selectéd characteristics of the trainees in the sam-
ple\and the total populétion are illustrated in Table V.
Pre-~training population data were secured from the
trainees' employment assistance applications on file at
the BIA. The post—-training data were solicited fhrough a
mailed questionnaire,1 A sociologist with experience in
interviewing disadvantaged persons critically evaluated
the questionnaire and suggested spveral substantial
changes. Further important adjustments were made after a
pre-test of the questionha}re in which Indians presently
enrolled in the BIA-OJT program were involved. Chiefs of
those tribes with heavy répresentation in the program were
asked to Sign the'cqver letter éent wi?h the questionnaire.
All of the chiefs of the Five Civilized Tribes cooperated
even to the point of allowing the use of their letterheads.
One hundred forty-seven trainees of sixty-five percent of
the population were members of tribes headed by these

chiefs. Forty-five of them, or fifty-eight percent of the

1A copy of this instrument and accompanying cover
letter are included in Appendix C.



TABLE V

SELECTED CHARACTERISTICS OF THE 78 RESPONDENTS AND
POPULATION AT THE TIME OF ENTERING TRAINING

Sample S Population

Déscription Number = Percent . . Number Percent
Total 78 100, 226 100,
Sex:

NMale | 61 78, 172 76.
Female 17 22, 54 24,
18-20 8 10, 34% 15.
21-25 23 : 29, 68 30.
26-30 20 26 58 26,
31-35 ' 10 13, 28 12.
36-40 9 12, 17 8.
Over 40 8 10, 17 8.
Bducation: (Highest Grade

' Completed) :
0o - 8 24 31, 58% 26.
9 - M 22 28. 68 31,
12 or more 32 41. 96 43,
'Méfital Status:
Married 57 73. 153 68.
Single ‘ . 17 22, 57 25.
Widowed, Divorced,
Separated ' 4 5e 16 T
'Training'Completion
otatus: '
Completes 52 67, 118 52,

Non-completes 26 - 33, v 108 48,

-

¥Phis information was not available on four trainees.
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sample, replied to questionnaires which indicated that
this extra effort apparently did not improve the number
of,responses. Seventy-eight usaple replies to a mailed
quesfionnaire were received. This represents a thirty-
five pércent response rate which is reasonable for this
method of data collections.®
P, L. 959 states that this program is ". . . pri-
marily for Indians who are not less than eighteen and not
more than thirtyéfive years of age." Population age
characteristics indicate a close adherence to this'legis;
lative direétivea One trainee was seventeen, and thirny
four were over thirfy—five years of age, representing 15
percent of fhe total. Sixty-eighf percent of the popu-
lation were married at the time of entry into training and
seventy-six percent are males, denoting an emphasis on
providing training for primary breadwinnerso Only forty-
one percent of the population had completed high school.
In all categories except training status there is a
close correspondence between the charécteristics of the
sample and those of the population. It is particularly
important to check the similarity of the sample and popu~
lation because the former is not a random sample. Henéey
it is not sfatist?cally correét to generalize from the
sample to the poﬁulation° However, once this limitation

is recognized, the more that characteristics of the sample

2Vernoh T. Clover, Business Research: Basic Prin-
ciples and Techniques (Lubbock, Texas, 1959), p. 105,
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correSpond to those of the population, the more confident
one can be in generalizing the experience of the sample
trainees to the unknown experience of the population. In
this case one gains even more confidence in such gener-
alization from the rather large size of the sample in re-
lation to the total population size.

At first glance, it would appear that because the
‘sample is made up of one-third noﬁ—compIétes compared with
almosf one~half for the population, the average increases
in monthly earnings and number of months worked calculated
for the responding sample}should be reduced somewhat if
these measures are to be interpreted as éstimates of
pdpulation values. However, the reader will recall that
Table IIvcompared the length of the negotiated training
period and the number of weeks the trainees thought was
réquired to learn a task. Because the negotiated "train-
ing" ﬁeriods appear to be subétantially inflated the in-
fluende of training completion status on productivity
increase should be small, .The actual relationship is
tested in the regression analysis presented in Chapter VI.
HOwever9 completion of training is one measure of job-
stability, and one might expect higher monthly earnings

to be associated with a better job-stability record.
Direct Economic Returns to Training

As mentioned in Chapter III, the two factors used to

measure the direct economic returns of training accruing
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to the trainees themselves are:

(1) the adjusted difference between the trainee's
average monthly earned income in his last job before enter-
ing tfaining and his average monthly earned income two
years after the contractual training’period was compléted;
and ‘ |

(2) the adjusted difference Betwéen the average num-
ber of months employed per year in the pre-training period

and the same measure in the post-training period.

The Earnings Measure

The two major components of earnings require further
explahation° The adoption of average monthly earnings in
the last job before entering training as the apprOp?iate
measure of the unadjusted "without training" expectation
of the trainee, assumes thatthis job was the best op-
portunity known to the individual for which he qualified
and was willing tovaccept° The two-year post—-training
figure arose because that was the shortest post-training
time figure among all the trainees, i.e., it was the
longest post-training perijiod that could be chosen and
still ihqlude‘all the respondents to the questionnaire.

- The length of the post-training follow-up periocd wvaried
ambng the trainees. Some finished their training in 1963
while others finished in 1966, If an average of the
earned incomes in the full post—tfainingvperiod was cal~

culated, those with longer post-training periods would be



expected to bias the short-run average differential
upward so in order to avoid such a bias; a uniform two-
year period was adopted. It is argued 1a@er in this
chapter that if the with-without training earnings dif-
; ferential does tend to increase over time, then the two-
year cut off results in an understatement of the returns
to the program. As a matter of fact,ﬂa five—year-foilow—
up study of another program shows that the‘gains from
training do increase over time;3 Again, it is assumed
that given the trainee's skill level two years after com-
pletion of training there was no other job available and
acceptable to him in which he could earn more money.

Adjustments for age, marital status and dependents.

The difference between the trainee's pre- and post-train-
ing monthly earnings may not be due solely to the training
he received. Other.factors have changed between the two
observation points which might have caused part (or all)
of the observed difference to have occurred whether train-
ing was received or not. For example, the itrainee's age
has changed, as has the level of economic activity over
the intervening period. Marital status and number of de-
pendents may also have changed. On the otherrhand, some
factors that affect earn;ngs have not changed, such as
educational level and sex. For reasons presenﬁed in Chap-

ter III the changes that have taken place may have been

3Michael E. Borus and Einar Hardin, "Time Trends in
the Gains from Retraining," 1967 Proceedings of the Indi-
ana Manpower Research Conference, November 29-30, 1967,
p. 61,
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partially responsible for the size of the gap and their
influence must be removed so as to measure that difference
in monthly earnings attributable solel& to training or to
unmeasured factors that affect monthly earnings or number
ofvmonths worked annually.

The results from regressing pre-training monthly

earnings on age, marital status, and number of dependents

. are shown below:

[8] Y, = 131 + 2.34%,%* R° = .044 F = 6,689
(.9028)
[9] ¥, = 183 + 18.58%, R° = .017 F = 2.758
. (11.1909)
[10] ¥, = 194 + .94X, R2 = .001 F = 0,107
" (2.8808) '
where /
Y1 = average pretraining monthly earnings
X1 = age

X, = marital status (1=married, O=not married)
X3 = number of dependents
*% = significant at the .01 level
¥ = gignificant at the .05 level
(Note: Throughout this study standard errors
are placed in parentheses under their
regression coefficients.)
Only age (X1) was found to be significantly related

4 2

to pre-training earnings. The small size of the R is

4After the above adjustment had been made and the
calculations both in this chapter and the two chapters



(o)
(7]

of no concern since the purpose of the regression equation

is not to try to explain the variation in the dependent

that follow had been carried out concern arose over the
possibility of multicollinearity among the variables
used in equations [8], [9], and [10]. Subsequently, the
matrix of simple correlation coefficients between XA” Lo,
X3 was calculated. These values are presented below: .

TABLE VI

MATRIX OF SIMPLE CORRELATION COEFFICIENTS BETWEEN AGE,
MARITAL STATUS, AND NUMBER OF DEPENDENTS

X1 X2 X3
X1 1.00 .13 «33
X2 .13 1,00 .59
X3' «33 .99 1.00

The simple correlation coefficient between marital status
and number of dependents is large enough to cast doubt on
the independence of the coefficients estimated in eqgua-
tions [98 and [10], and therefore mmtheir appropriateness

as measures of the net relationship between Xp and X3, and
Y1. Additional equatlons were estimated in which Y41 was
regressed on all three independent variables at once and
then one variable was deleted at a time to determine the
effect on the remaining estimated coefficients. This pro-
cedure is suggested by Emanuel Melichar in "Least Squares
Analysis of Economic Survey Data," 1965 Proceedings of the
Business and Economics Section of the American Statistical
Association, p. 382. The results showed a considerable
variation in the magnitude of the coefficients of Xp and
X3. The coefficient for X, remsined approximately the
same and was always statistically significant. Twice the
coefficient for X» became significant, but because the net
relation between ig and Y4 is unclear it was decided not
to readjust for this factor. An appropriate method for
determining the net effect of intercorrelated independent
variables might be the use of interaction terms.
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variable but just to determine if there is a relationship
between X1 and Y1° The regression equation indicates that
each year the trainee's average monthly earnings tend to
increase by $2.34 as the trainee's age increases by one
year. As a result, once the difference between the
trainee’s pre- and post—training average monthly earnings
was calculated, it was reduced by $2.34 times the number
of years that had passed from the time the traines entered

training until two years after he had completed training.

Adjustment for economic activity. The problem re-

mains of how to adjust the remaining difference between
pre- and post-training monthly earnings for the effects

of changes in the level of economic activity. In attempt-
ing to measure the earnings effect of increasing the pro-
ductivity of disadvantaged groups through OJT several
possible interactions with changes in the level of eco-
nomic activity arise. Cursory observations of the pre-
training earnings of the trainees suggested that they were
unaffected by changes in the level of economic activity
even though weekly earnings in a cross-~section of Cklahoma
employment sectors increased by fourteen per cent between

1960 and 1964.° The following equation was used to test

5This is based on an average of weekly earnings in
contract construction, wholesale and retail trade, ser-
vices, and agriculture. Oklahoma Employment Security
Commission, Handbook of Oklahoma Employment Statistics
1939-1966 (Oklahoma City, March, 1967), p. 45; State Board
of Agriculture, Oklahoma Agrlculture Annual Report (Okla-
homa City, 1960-1969), Table S-69 in all issues.
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the accuracy of this casual observation for the pre-train-
ing period:

[11] Y, =a+b Yy

t t
where
Yit = +the percentage change in the.average
monthly earnings of trainee i between
the years t and t-1.
YOMt= a proxy variable for changes in the

level of economic activity. It is the
percentage change in average monthly
earnings in thé Oklahoma manufacturing
sector between the years t and t-1.6

The assumption is made that the increases that have
occurred each year during this period in earnings in the
Oklahoma manufacturing sector are basically a result of
changes in the level of economic activity° Consequently,
the relatioﬁ between changes in pre—-training earnings of
Indians and changes in earnings in‘the manufacturing sec-
tor is introduced as>a measure of the change in Indian
-earnings due to the effect of changes in the level of
economic opportunity. The computed equation for the pre-
training period was:

| _ | 2
[12] Y, o= 157 - 4.67 Yo R° = ,002

t t
(10.7022) F o= .191

These results suggest that pre~training earnings of the

tréinees were not significantly related to this measure

61bia.
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of economic activity. A possible explanation for this
result lies in the types of jobs held by the trainees
in the pre-training period. Most can be characterized as
casual labor occupations for which there has bgen an es-
sentially constant hourly wage rate of $1.00 to $1.25.
Individuals are hired to work through the harvest season,
or are hired from day to day or week to week fqr such jobs
as hauling lumber or unloading trucks. In effect, the
trainees were participating in a labor market character-
ized by excess supply throughout the pre-~training period.
This discovery led to the delineation of three
"effécts" of‘retraining which will be called the "market
effect," the "productivity effect,"” and the "training ef-
fect." Each is explainediin the diécussion to follow and
all are shown diagramatically in the next two figures.
The estimated absence of a relationship between
earnings and changes in the levél of economic activity
before training suggests some interesting possibilities
which are illustrated graphically in Figure 1. OJT in-
creases productivity and moves a worker up the economic
ladder. Training may do even more. Participation in the
BIA-OJT program may move the trainee out of a market
characterized by perpetual excess supply and into the
"econqmic mainstream," so that observed earnings after
participayion in the BIA-OJT program maybhéve increased
due to chénges in the level of economic acfivity° This

latter effect may be célled the '"market effect," and may
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justly be counted as a benefit of the training Erdgram;
although not to the’tfaining itself. When this "market
effect" is subtracted from the difference between adjusted
pre~ and post-training earnings, the residual is accepted
as the increase in earnings which would have occurred
with no change in the level of economic activity.

The existence‘of the "market effect" was not con?
firmed statistically for the BIA-OJT program studied. The

estimated equation for the post-training period was:
”

- [13] Yit = .148 - 1.70 YOMt R = .005
(1.8640) F = 0.831
where again
Yi = the percentage change in the average
t
monthly earnings of trainee i between
the years t and t-1,
YOM = a proxy variable for changes in the
t

level of economic activity. It is the
percentage change in the average monthly
earnings in the Oklahoma manufacturing
sector between the years t and t-1.
Again, 1t is postulated that the extent to which changes
in post-training trainee earnings move with changes in
earnings in thé manufacturing sector is a measﬁre of the
change in trainee earnings due to the effect of changés
in fhe level of economic activityo |
One possible reason for this lack of “"market effect"

is that the industrieé which have been experiencing the
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largest growth in Oklahoma because of changes in the level
of economic aptivity have not been locating in the rural
areas of the state where the BIA-OJT trainees live., In-
:stead, federal serviceS'andAdprable goods manufacturing
industries’ have been locating in the urban areas such as
Oklahoma City, Tulsa, Enid, Lawton, and McAlester. The
result has been a relative lack of pressure on wages in
the rural areas because of a persisting excess supply of
labor even in the occupations éntered by the Indian par-
ticipants in the BIA-OJT program. The posf—training
records of thoée who arevstill employed by their training
firm do_ihdicate an increase in their wage rates, but this
might be attributed basically to steady increases in their
productivity rather than to changes in the level of eco%
nomic activity°8

It is important to note that just because the evi-

dence implies that the earning of Oklahoma Indian trainees

7These are the two sectors experiencing the most
rigorous expansion in Oklahoma in the 1963-67 period. See
Tarkin Warner, "The Oklahoma Economy: Sources of Recent
Growth," paper presented at Oklahoma State University,
Spring, 1969, p. 21,

8Another factor contributing to the fact that no
relationship was found between Yiy and Yopy is the behav-
ior of some of the trainees. An example 1s the practice
of rushing to the bedside of an alllng relative and re-
maining until normal health is restored. Occupational
commitments of any sort are dropped completely. . Jobs
are lost and employment is sought near the famlly where
wage possibilities might be lower. There are other cul-
ture-based actions which undoubtedly effect Indian earn-
ings, the pros and cons of which lie in the realm of
sociology and anthropology.



do not appear to have been affected by changes in the
level of economic activity-—-either in the pre- or post-
training periods--~this does not mean the same conclusioh
holds for trainees in other programs. Nevertheless, the
releﬁance of the concept, and the policy implications at-
tendant to its presence, suggest the desirability of
testing for a '"market effect" in subsequent evaluations
of training programs.

Borus questions whether the relation specified
really tests for an earnings~level of economic activity
relationship. The implicit assumption of the pre-post
technique is that since pre-training earnings were not
found to be affected by changes in the level of economic
activity that this trend would continue in the same way
into the post-training period even if the individual had
not received training. Borus is unwilling tc accept this
assumption. If economic activity continues to increase
as it has in the 1960's, then a cumulative market effect
may only have appeared in the post—training period, so
that the untrained Indian's earnings would have begun to
be affected by changes in the level of economic activity.
A control group methodology would be necessary to deter-
mine if there would have been an economic activity effect
on the Unfrained persono9 Borus's procedure is also not

a precise measure of the effect of economic changes to

9Michael E. Borus,; in private discussion with David
W. Stevens in Washington, D. C., April, 71969.
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to the extent that it is impossible to find a perfect con-
trol group, i.e., one whose actions in the post-training
period are truly representative of what the actions of the
trainees would have been in the absence of Fraining°

It is apparent from comparing pre-traiﬁiné?and post-
training earnings records that wage increases are much
more significant in magnitude and appear much more fre-
quently in the post-training period. Because most of the
occupations in the pre-training period are 6f the casual
labor type,; the opportunities to increase one's producé
tivity or progress upward in a firm are not as great as
in the post-~training period. For example, if one is‘
working as a farm-hand in rural Oklahoma, there is little
or no room at the top to which the worker can be promdtédo
Various tasks are not very difficult or wvaried, so fﬂat
mastering them does not increase the worker's productiv-
ity enough to juétify ffequent wage increases. In addi-
tion, the supply of casual labor is large relative to
demand so that the threat of quitting does hot wield much
power in wage demands. Contrast these conditions to those
surrounding the trainee employed in a carpet mill. There
are many differenf9 difficult tasks to be performed in
the plant. There is a hierarchy of positions to which
the worker can be promoted--ranging from foreman; to
supervisor, on up to plant manager. New responsibilities
are available for those who desire them and are capable

of handling them. Wage rates are reviewed regularly by

management, and adjustments and promotions are made where



market forces justify then.

This difference in the changes in the monthly earn-
ings streams over time of the BIA-OJT program participant
and non-participant is reflected in the different slopes
of YOJT and Y that were shown in Figure 1. These profiles
are redrawn in Figure 2. Assume that the distance between
them has béen adjusted for the effects of age increases
and taxes which had to be paid on the increased garningsg
The line labeled YéJT represents the monthly earnings
stream of a program'participant whose productivity in-
creases over time are the same as the non-participant’'s.

The distance between Yé and Y is attributable to an

JT
”extraordinary"-increasé in the productivity of the par-
ticipant due to the OJT he received during the contrac-

tual training period. It is the distance between YéJT

and Y that properly measures the increase in monthly

earnings due to training. Let this be called the "train-

ing effect." This is the earnings measure that should be
used in calculating the private benefits to the trainses
of OJT. The distance between Yogp and Yigp measures the
increase in monthly earnings of the trainee because he
has shifted into a market area where the opportunities
for participating in non-extraordinary increases in pro-
ductivity are enhanced, either through personal advance-
ment or trend increases in productivity. This distance,
called the "productivity effect;" should not be attri-

buted to training per se, but should be included in the
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earnings measure of the private benefits of the traiﬁing
program. |

| Unfortunately, data on monthly earnings of trainees
on the completion of training were not available so that
it was not pbssible to éalculate the size of the training
effect for this program. A further complication in
measuring the training effect is the fact that it is not
clear exabtly when training was completed. Table II cer-

tainly suggests that the end of the negotiated training

period would be an inappropriate measure of the end of
training.

There remains the selection of the change in monthly
earnings measure to use in calculating the private re-
turn to the trainees of the training program. Reiterating
what has been said above, this analysis uses the adjusted
difference between the trainee's monthly earned income in
his last job before entering training and his monthly
earned income two years after the contractual training
period was completed. A diagramatic illustration of this
measure is shown in Figure 3. DPoint A represents a point
in time two years after the contractual training period
ends, and the earnings difference BC is the measure used
in this study. The desired measure should be the dis-
tance BD (ggg it would be'desirable to be able to separate

BD into Y and Y/

odr ~ ¥ogm 0JT |
an over-statement of the change in monthly earnings at-

- Y). Using BC results in

tributable to the program two years after the contractual
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training period is completed°‘ This is shown in Pigure 3
by the fact that BC is greater than the distance between
YOJT and Y up to some point beyond two years, say F. Be-
yond this point, BC understates the change in earnings,
since BC is smaller than the distance between YOJT and Y.
It is clear that projecting this or any other constant dif-
ference over longer time horizons would result in an under-
statement of the return to participation in the programo1o
Therefore, it is again emphasized that the earnings dif-
ferences reported here are undoubtedly conservative esti-
mates of the differences in actual lifetime earnings
profiles.

- The mean value of C, monthly earned income:on the job
immediately before entering training, for the respondents
to the questionnaire was $186. The mean value for B,
adjusted monthiy earned income in the job held two years
after the end of the contractual training period, was §317%

Thus, the mean difference, BC, is $125, which is signifi-

cant at the .01 level.

The Employment Variable

The discovery that average monthly earnings increased
by $125 is only one component of the direct economic re-

turns to the trainees of the BIA-OJT program. The trainee

: 10Again, Borus and Hardin have shown that the post-
ulated divergence of Y and Y did take place in the
graining program they Q%Eluated. Borus and Hardin, p-.
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may also be employed a different number of months per year
than in the pre-training period. The second measure of
direct returns, then,is the difference between the average
numbef of months employed per year in the pre-training
period and that same variable in the post-training period,
adjusted if necessary for changes in age, marital status,
number of dependents, and the level of economic activity.

Adjustments for age, marital status, and dependents.

Once again, the change in the average number of months em-
ployed per year between the two periods may not be due
solely to the receipt of training. As suggested in Chap-
ter III, chgnges in the trainee's age, marital status,
number of dépendents,’and changes in the level of economic
activity may have affected his employment stability whether
he had undergone OJT or not., To determine if changes in ‘
any of'the demographic variables affected employmeni the
average number of months employed per year in the pre-
training period was regressed on age, marital siatus, and

number of dependents. The following equations were egti-

1

mated:
[14] By = 4.67 + .10%,** R® = 048
(,0365 P =7.5256%
[15] B, = 6.97 + .69%, R = .015
(.4549) F =22957
[16] E, = 7.51 - .01X R? = ,000

3
(.1170) F = ,0021
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where

E

]

1 average number of months employed in the
pre-training period

X1 = age

X, = marital status (1 = married, O = unmarried)

X3 = number of dependents

¥*¥ = gignificant at the .01 level

¥ = gignificant at the .05 level
The only variable found to be significantly related
to the employment measure was age (X,,)° The equation in-
dicates that each year a trainee tends to be employed 0.1
-more months as his age'increases by one year. Since the
post—-training component of the employment measure is the
average number Qf months employed per year in that period,
then it was necessary to reduce the post-training compo-
nent by 0.2 months to remove the increase in employment
due to the change in aggn
Since the independent variables included in equations

[14] through [16] are the same as those in equation [8]
through [10], the matrix of correlation coefficients in
Table VI apply also to these equations. The.reader will
recollect that there is a rather high correlation between
the wvariables X2 and X3 which makes suspect any coeffi-
cient that is estimated for each of them separately with-
out including an interaction tefm° Further regressions
were run in which E1 was regressed on éll three indepen-

dent variables at once, and then one independent wvariable
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was deleted at a time to determine the effect on the esti-
mated coefficients. The magnitude of the coefficient for
X1 remained about the same and was always significant. Co-
efficients for X2 and X3 varied widely in magnitude and
became signifiéant only when E1 was regressed on all three
independent variables at once.

- Adjustment for economic activity. There remains the

adjustment in émployment for the effect of changes in the
level of economic activity. The regression equation
adopted to measure this effect was:

[17] By =a+DE

t NW
where
Eit = the number of months trainee i was em-—
ployed in the year t
ENWt= a proxy measure for minority group em-

ployment opportunity. It is the national
unemployment rate forvnonwhites,16 years
of age and older in the year t°11
As ENW qhanges because employment opportunities have
changed for this group due to changes in the level of eco-
nomic activity, there should be a change in the average
number of months employed for Indian trainees if they are

affected by economic activity changes.

The estimated regression equation was:

11Manpower Report of the President, 1968, p. 234.
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[18] Eit = 8.83 + .26 ENWt R
(.2279) F = 1.3389

. 005

This analysis suggests that the employment measure is not
affected by changes in ENWt since the coefficient of ENWt
is not significant. As the unemployment rate for non-
whites dropped over this time period there was no apparent
tendency for the Indians in the sample to be employed more
months during the year. By and large, this can be éx—
plained by the fact that 49 Qf the 78 Indians in the sam-
ple were fully employed for the duration of their post-
tfaining period so that with each drop in the non-white
emplbyment rate, they continued to work the same number of
months per year--twelve. The ocbupations they were trainel
for--unlike those of their pre-training period--were not
seasonal in nature. Once their task is learned and their
position in the firm has been found, upswings in economic
activity, such as these which occurred over this period,
do not change the number of months they work. There may
be a recognizable increase in their job security due to a
tightening of the labor market, and there may be more op-
portunities to work overtime, but the number of months
worked annually would not change. Again, Borus would
queétion whether equation [18] really tests for an employ-
ment - level of economic activity relationship and would
suggest again the use of a control-group for proper mea-

surement.,12

12Borus, private discussion with David Stevens.
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The average number of months worked per year in the
pre-training period for the sample was 7.3 months. The
value of the same meésure for the post-training period,
after adjustment for age changes, was 10.7 monthso Hence,
the mean difference in average number of months employed
annually is 3.4 months which is significant at the .01
level of confidence, Prior to tfaining, eleven of the
seventy—-eight trainees in the sample were employed year-
round. After training, forty;nine were employed 12 months

each year.

Net Direct Returns to the Trainees

Now that the values‘of the economic measures have
been determined, what is fhe combined effect of the train;
ing’proéram‘on anhual earnings? From Chapter III, it will
be recalled that the formula‘adopted for determining the

private benefits of the prqgram iss

}

(19 &

B D, = £ [(Iai - Ibi) - TXi]*

where

B;pt = net private benefits of the program to

: the trainees in the year t

Ia. = gross annual earnings of trainee i after
- training

I, = gross annual earnings of trainee i before
. training

TXi = the taxes which were paid on Ia= - Ib

i i
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* = the amount in brackets has been adjusted
for the effects of the increased age of
the trainee

Before training, the mean duration of annual ernploy;-=
ment was 7.3 months per year at $186 per month for an un-
weighted gross amnual earnings figure of $1,358. In the
post;training period the mean'duration of annual employ-
ment was 10.7 months per.year'at $317 per month. This
represents an unweighted average gross annual earnings of
$3,392. The average trainee paid $64 per year in taxes on
the increase in their annual earnings, (Ia - Ib)g S0 The
net (but as yet undiscounted) private benefits per year to
the average trainee was $1,970 per year, i.e., average an—-
nual eérnings mofe than doubled. Under the assumption
that the results of the sample can be generalized to the
population, this means the combined net private benefits
to the 226 trainees who participated in the program a-
mounted to 226 times $1,970 or $445,220 annually.

The "minimum® nature of this estimate is emphasized.
It does not include implicit benefits-~such as the psychic
and social effects of increased well-being--nor the in-
creased fringe benefits which are aésumed to be present in
the post-training occupations. As shown earlier, the ad-
justed difference in monthly earnings component is also
thought to be understated for time horizons longer than

two years. (See Figure 3.)



85

The question remains as- to the present value of the

private benefits to the trainees of the program. Benefits
are expected to accrue not for just two years but for an
extended period into the future. It is assumed that a
dollar received today is worth more than a dollar received
" next year since a dollar received today can be invested
and in one year will be worth one dollar plus interest.
What then is the value today of all the benefits expected
to be secured in the future? The answer depends upon (1)
the choice of the interest rate for discounting the bene;-=
fits (r) and (2) a determination of how far into the fu-
ture these benefits are expected to occur (N). Different
choices for r and N will yield different present value

figures. This study begs the issue, as'have—othersg13
by using sensitivity analysis. This technique is illus-

trated in Table VII where different present value figures
are shown using different combinations of discount rates
and time horizons. The figures in parentheses are the
present values of the private benefits of the program per
trainee while the other figures represent the present
values of the totél private benefits to the 226 trainees
who have participated in the program. The reader is now
free to choose that present value figure calculated using
the combination of r and N commensurate with his value

judgment concerning their "“correct" values.

13see Footnote 30 in Chapter III.
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TABLE VII

THE PRESENT VALUE OF THE PRIVATE BENEFITS
TO THE TRAINEES OF THE BIA~OJT PROGRAM

\ ‘ Time ‘
Discount \f?rlzon 5 Years 10 Years 36 Years
Rate
6% | $1,875,445 $3,276,864  $6,509,562
($8,298) (14,499) (28,621)
10% $1,687,740  $2,735,699 $4,308,038
(7,468) ($12,105) ($19,069)

'Thirty—six was chosen for the last column of time
profiles because this is the number of years from the
average age of a trainee (29) to age sixty-five, the lat-
ter being the generally accepted retirement age. The
formula for determining the present value of net private

benefits is:

' N
20 B’
(203 5 B
t=1 %
(1=r
where
Z - = present value of the private benefits to

the trainees of the program

Bé = the net private benefits to the trainees
t
of the program in year t

r = discount rate

N = time horiZon of benefits
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These present value figures are particularly encour—
aging in light of the conclusion in Chapter III that they
were secured at no private cost to the trainees. It is
for this reason that the derivation of a private benefit-
cost ratio was not possible.

The reader is also reminded that the figures in
Tablé VII represent the present value of the private bene-

fits to the trainees of the program.

To arrive at the present value of the total private
benefits of the program, BIA subsidy payments’to the par-
ticipating firms must be added to the figures in Table VII
since the theoretical interpretation of Becker's analysis
in Chapter III suggests that these subsidies are benefiis
rational firms would not have received in the absence of
the program. The resulting present value figures are il-
lustrated in Table VIII. They were calculated using the

following equations : )

N
[21] B’
X = By + 51 Py
' (T+7) %t
where
X = present value of the total private bene-

fits of the BIA-OJT program

td
il

benefits to the firms as measured by wage
subsidy payments received from the BIA

Bg , N, and T are defined as in equation [20].
1
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TABLE VIII

THE PRESENT VALUE OF TOTAL PRIVATE BENEFITS
OF THE BIA~-OJT PROGRAM

Time

Horizon 5 Years 10 Years 36 Years

Discount
Rate
6% $2,021,604 $3,423,023 $6,655,721
10% $1,833,899  $2,881,858 $4,454,197
Summary

The subject of this chapter has been the determina-
tion of the private benefits of thelBIA—OJT program.
Statistical analysis has shown that because he particiw
pated in this prdgram9 the average trainee was employed
3.4 more months per year and average net monthly earnings
.increased by $125, so that unweighted annual earnings in-
creased by $1,970, which mofe than doubled pre-training
annual earnings. The present value of private benefits
of the program, shown in Table VIII, are also impressive.

Based on the efficiency level and results of the
program in the past, are there any guidelines which the
BIA might follow in selecting OJT trainees which will en-
agie them to increase private returns in the future? This

is the topic of the next chapter.



'CHAPTER VI
GUIDELINES FOR INCREASING PROGRAM BENEFITS

' In an éffortAto attain an efficient allocation of OJT
funds within a given budget constraint, the BIA.should be
interested in guideiines Yo follow Which will enab%e them
to choose among several qualified applicants the.dgé(s)
who will achieve a Spécified employment—earnings'objec~‘
tivé with the least expenditure of public gector resources.
This chapter is diredtéd toward providing these guidelines.
In particular; among a set of selected characteristics of
trainees, are fhere'certain characteristics which are as-
sociafed with (1) higher monthly earnings, (2) higher
rates 6f annuai employment, and/or (3) better training

completion records? This is the subject of the first

three sections of this chapter,
. Selected Trainee Characteristics and Earnings

Multipie”regfession ahalysis was chosen to‘determine
if there are certain characteristics of trainees which are
associated with the pre-post changelin'monthly’earnings
due to training. The earnings measure used in the regres-
sion equation is. the adjusted difference between the'p:c-ee-=

and post-training level of monthly earnings (Yz)c The

39
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other six variables included in the relation are age (X4,
marital status (X2), sex (X5), educational level (X6>”
trival affiliation (X,), and training status (T,). The
theoretical‘rationale for inclusion was explained in Chap-
ter III,

Two tests were conducted to determine if collinearity
among variables was a serious problem. First, the matrix
of simple correlation coefficients between variables was

‘compUtedo The results are presented in Table IX.

TABLE IX

MATRIX OF SIMPLE CORRELATION COEFFICIENTS

, X, X, X X, T,
X, 1,00

X, .11 1,00

X, .19 .31 1,00

X, ~.20 -.08 -.06 1,00

X, | 27 12 05  -.24  1.00

I, 15 —.12 =10 .09 =-.09 1,00

Although none of the correlation coefficients are
very large, those between X1 and'X7, X2 and X5y and X6 and

X7 are large enough to be a cause of concern. To better
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assess the importance of theselinterrelations, a second
procedure was employed. The équation was specified six
times, in each case one variablé being dropped from the
relation.1\ Thewresults of this test are presented in Ta-
ble X. As the deletions were made there was some change
in the coefficients but none of a magnitude to cause con-
- cern. |

The following regression egquation was computeds

[22]
Y, = 250 - 3,69X1** + 55.1OX2** - 38.86X5 - 18925X6

(1,3543) (23.5432) (25.4979) (20.8399)

- 28.96X, - 7.217T,
(21.2494) (21.3880)

R™ = .146
F-Ratio = 2.0234
¥¥ = gignificant at the .01 leyel‘
Only the variables age (X1) and marital status (X2) were
found to be significantly related to the adjusted change
in monthly earnings. Both were significant at the .01
level.
The age coefficient suggests that to increase pri-
vate returns the BIA should choose younger Ipdians before

older ones.2 The effected earnings differential favoring

1Me1ichar, p. 382.

: 2The reader is cautioned against interpreting the re-
gression coefficient as the amount by which the younger
person's post-training earnings level exceeds that of the



TABLE X

TESTING ?OR MULTICOLLINEARITY THROUGH VARIABLE

DELETIONS - THE EARNINGS PAYOFF MEASURE

Dependent

Variable - Intefcept Bxl sz Bxs Bx6 Bx7 STl
Yz 250 =3.69%% +55.10%%  -38.86 ~18.25 -28.96 ~=7.21
(1.3543) (23.5432) (25.4979) (20.8399) (21.2494) - (21.3880)
22 164 - +53.29% —50;49* . =10.16 -42.74% ~15.14
(24.1605) (25.7763) (21.1777) (21.1902) (21.7538)
YZ 275 -3.60%% =-21.25 -19.17 -24.73 -11.39 -
(1.3765) (24.8626) ~ (21.2025) (21.5501) (21.6937)
YZ 234 =4, 05%* +44.94% —17.95 -27.58 = -4.16
LT (1.3367) (22.6577) (20.9091) (21.3008) (21.3632)
Y, 236 -3.52k%  455.72%%  -38.15 -25.63 -8.68 -
(1.3345) (23.4512) = (25.4086) . (20.8330) (21.2483)
YZ 242 ~4 . 13%% "+52.37 -36.86 -13.16 -4.03
: (1.3161) (23.4933) (25.5126) (20.5337) (21.2927)
YZ 245 -3.75%% ‘ .+55.77** -37.55 B -18.80 -28.18
U ©(1.3333) (23.3096) (25.2506) (20.6418) (20.9865)
% significant at the .05 level X6: 1=High School Graduate
**significant at the .0l level 0=Non-High School Graduate :
YZ:f the adjusted difference between pre- and X7: 1=Member of one of the Five Civilized Tribes
post-earnings ’ ' 0=Not member of one of the Five Civilized Tribes
Xlz Age ' Tl; 1=Training completed
X,: 1=Married ' O=Training not completed
€ 0=Not Married ’
XS: 1=Male

2=Female

26
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a participant one yeaf younger than another participant

is estimated to be $3.69 per month or an annual difference
of nearly $40. Thisbannual earnings difference figure is
based on the adjusted average number of months employed in
the post-training period which was found to be 10.7 months
in the preceding chapter. These earnings difference fig-
ures were calculated for two pefions whose ages differ by
only one year. The wider the age spread, the larger would
be the expected difference in earnings, assuming the lin-
ear form specified is valid.

Table XI adds credence to the estimated parameters in
equation [22]. Before entering training younger Indians
held lower paying jobs than older Indians and two years
after the receipt of training younger Indians held higher
paying jobs.

The regression results also suggest that earnings are
related to marital status, so the BIA might give prefer-
to married applicants.3 The expected earnings differential
favoring married participants is estimated to be $55 each
month, or an annual difference of nearly $590. Table XII
shows that although married trainees in.the sample started

from a somewhat higher pre-training earnings level; their

older persons. It may well be that their post-training
levels are nearly the same, but because the younger per-
son's pre-training earnings level was lower than the older
person's, the former was able to register a more impres-
sive increase in earnings. See Tables X1V and XV for il-
lustrations of this phenomenon.

3"Unmarrled" in this study includes 51ngle, widowed,
divorced, and separated persons.



_ _ TABLE XI
PRE-POST COMPARISONS OF EARNINGS, BY AGE

18-20  21-25  25-30  31-35 = 36-40  Over 40
(8=8)  (N=23) (F=20) (N=10) (N=9)  (N=8B)

Average (mean) monthly
- earnings in job prior _ '
to entering training $145  $187 $163 $205 $228 - $211

Average (mean) monthly
earnings in job two
years after receipt o : '
of training® $328 $323 - $319 $308 $296 $269

Mean difference | 8183%%  $136%%  $156%%  $103%*  $ 68  § 58%x

8adjusted for age and taxes
*%¥= gionificant at the .01 level

* = significant at the .05 level

¥6
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their mean difference in monthly earnings after training

was much larger than for the unmarried trainees.

TABLE XTI

PRE-POST COMPARISONS OF EARNINGS,
BY MARITAL STATUS

| Married Unmarried
(N=57) (N=21)

Avérage (mean)‘monthly earnings
- in job prior to entering train-

ing . $192 $170
Average (mean)monthly earnings

in job two years after recelpt :

-of training@ = $326 - 8273
Mean difference v _ $134%x $103%*

aadjusted for age and taxes
*¥= significant at the .01 level

No~6ther significant rélétionshiPS’wefe fouhd in es-
timating the relation specified in equation [22]. It may
surprise some readers that the coefficient of T1, the
traininglstatus variable, was not related to the change in
earnings. However, it will be recalled that the period of
extraordiﬁary supervision varied sharply from the contract-
ual tralnlng period, and since T1 is based on the latter

it is not a meaningful measure of the degree to whlcn
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"training'was completed,ﬁ i.e., the degree to which a task

was mastered. .

Selected Trainee Characteristics

and Employment

_The same statistical techniques employed in the pre-
vious section afe used in this section to determine if
there are certain'charectefisties of trainees associated
with large increases in the number ef months employed an-
nually;after participation in training. The same inde~
pendent variables as those of the previous section are
included in this equation. However, the dependent vari-
ablelis the adjusted difference between the average num-
ber of months employed annually in the pre¥ and post-
training periods (E2).

Tests for the existence of‘multicollinearity among
the independent variables invthis‘equation are really un-
necessary since_it.includes the same independent variables
as in'eqnation [22] where nO'haimful multicollinearity was
found. The'matrix‘of~simple correlation coefficients il-
lustrated in Table IX which were applicable for the first
regression equation apply equally to this regressien equa-
tion. By duplicating the procedures used to develop Table
X, Table XIII was derived for the dependent variable E,.
Again, there Were‘no large chéngesjin the nagnitudee or
signs of the regression coefficients as various variables

were deleted which indicates that multicollinearity is also



TABLE XIII

TESTING FOR MULTICOLLINEARITY THROUGH VARIABLE
DELETIONS - THE EMPLOYMENT PAYOFF MEASURE

Dependent . : _
. Variable Intercept Bxl sz BXS 4 Bx6v _Bx7° _ BTl F—Ratio R” ..
E, 7.2 -.09*% -.75 - =32 =1.94%* -.89 © +1.32% 1.8527 -.137
' . (.0460) (.7991) (.8655) (.7074) (.7213) (.7269)
Ez .o 5.1 E . =-.80 -.63 ~1.74%% -1.23% +1.12 1.6605  .102
: (.8078) (.8618) (.7081) . (.7094) (.7282)
E2 7.0 =, 09% i -.56 ~1.92%% -.95 +1.37% 2.1196 .130
' : (.0458) (.8267) (.7050) (.7166) (.7222) -
E2 ' 7.1 -.09% -.84 ' ’ —1.94%% -.88 +1.34% 2.2331 .137
) (.0449) (.7607) . (.7029) (.7160) (.7181)
.E2 5.7 -.07 ~-.69 -.30 -.54 +1.16 1.1735 .073
(.0467) (.8203) (.8887) (.7287) (.7432)
E, 7.0 -.11%% -.85 -.28 _=1.78%% +1.41*% = 2.0227 .123
(.0446) (.7962) (.8647) .(.6959) ' (.7226)
E2 8.0 ~-.08% -.87 =47 -1.84%* -1.03 2.4480  .109
(.0459) (.8027) (.8685) (.7108) (.7236)
‘% significant at the .05 level ' Xt 1=High School Graduate
**significant at the .01l level 0=Non-High School Graduate
EZ: Pre-post differential in average number of X7: 1=Member of one of the Five Civilized Tribes

months employed annually 0=Not member of one of the Five Civilized Tribes
Xl: Age _ T,: =Training completed
Xz: 1=Married " 0=Traianing not completed

0=Not Married
X5 : 1=Male

O=Female

L6
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not a problem in the following estimated relation:
[23] |
By = 7.2 - .09X% - .75X, - .32X5 - 1.94X§* -.89%, + 1.32T%
(.0460)  (.7991) (.8655) (.7074) (.7213) (.7269)
g2 13y
F-Ratio= 1.8527

** = significant at the .01 level

* = significant at the .05 level

Three variables--age (Xp, education level (X6), and
trgining status (T1)——were found to be significantly re-
lated to employmeﬁt. Once again the estimated relation
suggests that the BIA might oonsidef giving preference to
younger applicanfs. Bétween'two applicants whose ages are
neafly the same the difference is hardly worth considering,
but between two applicants whose ages differ by say ten
years, the younger applioant's employment payoff‘to par-
ticipation’should be almost a month greater than the older
applicant's, assuming the linear form speciﬁied is validnb
Table XIV lends an important clue to the reason for the
significant relationship between age and the employment
payoff measure. Though mean differences tend to decrease
from left to right across the table, it is important to
note that older trainees come very close to matching the
post-training lEXél of employment of the younger trainees.
However, the younger trainees entered traiping with a much
poorer employment record than their older counterparts, so
the mean difference is statistically significant at the .05

level.



TABLE XIV

PRE-POST COMPARISONS OF EMPLOYMENT, BY AGE

18-20

21-25'

26-30  31-35 = 36-40  Over 40
(N=8) (N=23) (N::ZO) (N=10) (N=9) ‘ (N=8)
Avefage (mean) number: of
months employed annually . o
prior to training - 7.3 7.0 7.0 6.7 8.9 8.6
Averagé (mean) number 6f-_
month employed annually : '
after training? 11.0 10.7 11,1 10,2 10.8 10.3
Mean Difference | 3. T** 3. T7%** 4, 1%% 1.9 1.7

305**

_‘?adjusted for age

*%¥= gignificant at the ;01 level

66
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The coefficient for X6’ educetional level, is the op¥
posite of what some readers might have expected. The es-
timated relation suggests that hon—high school gradﬁates
realized néarly a two month greater increase in annual em;
ployment than that of high school graduates; The figures
in Table XV reveal an explaﬁetion for this result. Trainees
who are high school graduates achieve approximately the
sameepostétraining level of‘employment as . non-high school
graduatesg But noﬁ—high school ‘graduates entered training
with mueh»poorer employment records——hence, the compara-

tively.large difference in the change in employment experi-

enced. Actually, a larger percentage of high school
graduates were fully employed in the post—trainihg period.
~According to the ceefficient for traihing status.
(T1), the empioyment payoff measure for those individuals
who complete the.centracted‘training period tends to be
1.32 months larger than for those who{do not complete.
This information may not prove too helpful to the BIA in
their attempt to choose aﬁplicants S0 ae to achieve the
largest private returns to the program. To jump the gun
somewhat, equation [24] in the next section will reveal
that none of the variables specified are related to the
training completion variable. Thus, to the extenf fhat-
the Bureau‘cannot tell juSt'whofwill be completors, they
will be unable to use the significance offlLl as a means
to increase the private returns to the OJT program in the

future.
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TABLE XV

PRE-POST COMPARISONS OF EMPLOYMENT
- BY EDUCATIONAL LEVEL -

High School Non-High School

Graduates Graduates
(N=32) (N-46)

Average (mean) number of

months employed annually

prior to training ‘ 8.0 6.9
Average (mean) number of

months employed annually

after training@ 10.6 10.8
Mean difference 2,6%% 3.9%%
Per cent fully employed in

the post-training period 69% 59%

aadjusted for age
*¥significant at the .01 level

The information in Table XVI indicateé that those
who did complete traiﬁing,»on the average had a poorer
~ pre-training employment‘record than those individuals who
did not complete training, and they enjoyed more favor-

able post-training employment records than non-completors.
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TABLE XVI

PRE-POST COMPARISONS OF EMPLOYMENT, BY COMPLETION
OF CONTRACTUAL TRAINING PERIOD

Completed Did not
(N=52) Complete (N=26)

Average (mean) number of

months employed annually. :

prior to training : T2 8.0
Average (mean) number of

months employed annually

after trainingad _ 10.8 10.5
Mean difference 3.6%x% 2, 5%%

aadjusted for age v
*¥¥significant at the .01 level

Selected Characteristics and the Training

Completion Variable

Are there certain trainee characteristics associated
with completion of the contractual training period? To
answer this question, a dummy variable T1 (1 =completed;
O:not completed) was regressed on age (X1), marital status
(Xz), sex (X5), educational level (X6), and tribal af-
filiation (X7)o It may be that Congress, in considering
the size of appropriations to the program, will judge the
success of the program partially on‘the basis of job sta-
bility as measured by the desire énd ability of partici-

pating employers to retain Indian trainees through the
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contractual training (subsidized) period,
The results of estimating equation [24] provide lit-
tle on which to basesuch decisions.

[24]

T, = .61 + 01X, - 209Xy — 11Xy + . 08X, - mx,]
(.0074) (.1293) (:1399) (.1145) (.1164)
R = .051

F-Ratio = 0.77518
Collinearity tests conducted in the first two sec-
tions of this chapter suggested that there may not be_sig;
nificant relationships between X1, X2, X5, X6, X , ané Tqs
but it is difficult tovestimate'the true .coefficients of
the independent variables Whén“%hé‘dependent variable is

in dummy formn4

sSummary

The purpose of this chaptef has been to determine if
the experience of the 1960-68 bJT program cgﬂzprévide
guidelines to the BIA which will enable them to establish
criteria to choose among alfernative applicéhts, so as
to achieve fhe greatestvprivate 5enefits to the program
once contracts have been secured. The statistical anal-
ysis conducted suggests that the Bureau might want to:
(a) choose-younger applicants before older omes, (b) pre-

fer married‘applicants ahéad'of single, separated, or

4G01dberger has shown thatthe disturbance term will
no longer-have a constant variance, that is to say there
is a problem of heteroscedasticity. J. Johnston, Econo-
metric Methods (New York, 1963), pp. 227-228.




104

divorced applicants, and (c) select non;high échool grad}
uates over high school graduates, because the latter
group‘might_be judged~bétter'able to hel'p‘themsel_vese

| If the 6JT program is ddministered as it has been in
fhe_past,‘this‘information will be of little use to the‘
BIA.,‘In the nine contracts studiéd, the'pfoblem has not
been one of'having'to'dhoose amongwsevaral qualified ap-
plicants.(uInstead,.there‘has usually been a dearth of
applicants, so that the Bureau has had to recruit pros;
pective trainees to participatéwin the contracts they have
secured. This is partieslly because the 0JT program is
not & continuous program like the AVT and DE programs.
I1ts availability in a certain‘area depends on whether a
contract happens to have been secured in fhat'area;
Quelified Indians do not become aware of its’availability
until notified by the BIA that a contract hés been nego-
tieted in their area., On the other hand, AVT or DE is
'ostensibly aveilable in allarea5¢‘though perticipation is
limited by lack of appropriafione.

Whet if conditions were to change, and the Bureau be-
gén to place more emphasia onVOJT 28 an employment source,
es will be showﬁ*theyfaiready*have?c.what,if the continous
negotiation of OJT contracte made the progrém end need for
trainees & continuous one? Then the results of this chep-

ter would be relevant for program decision mekers.

]
, f



CHAPTER VII
SOCIAL COSTS AND BENEFITS

The objective of the on-the-job trainingvprogram of
the Bureau of Indiah Affairs-iéba narrow one. Td para-
phrase P. L. 959, their»gqal is to achieve a threshold ccm-
bination of employment and earnings for Indians who have
experienced intermittant employment and extremely low
earnings in the past; The present valge of the private
economic returns to pafticipation, illustratéd in Table
VII in Chapter V, is quite impressive. Annual earnings
of the average participant have more than doubled, aﬁd
individuals with sporadic employment records in the past
héve generally showed stable employment patterns‘after‘
tfaihinga» This priVate return is even more striking when
it is recalled that the bénefits were secured at zero
private costs--a position established in Chapter III,

-There were costs inéurred, but they were borne by
society. Whether’society should coﬁtinue'ib invest in‘the
program depends partially on a comparison of these social
costs Withbthe social benefits §f the program. _Even if
the social benefits are greater than the'social.éostsg the
decision of whether to invest, and at what level ® invest,

should be based in part'on a comparison with the expected
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net return on other public investment opportunities. Again;
as was pointed out in Chapter I1I, a simple, straight~
forward comparison of benefit-cost ratios between projects
may be also inappropriate since such ratios only evaluate
a project on'the'basis ofbeconomic efficiency (i.e., how

much national product is increased). The redistributive.

aspects of vafious‘pfdjects.may be as important or possib-
lybeven‘more important° In addition, there is the problem
that exterhalities, which have not been included in the
calculation of the ratios, may be significantly different
between projects, so that the calculated ratios may be
decidedly wide of theAmark-even as a measure of the eco-
nomic efficiency of a project.

It is toward the development of a benefit-cost ratio
for the BIA-OJT program thaﬁ fhis chapter is directed.
The model éetvforth in Chaﬁfer IIT provides a theoretical
framework for this derivation. Social costs aré estimated
in secfion one, followed’by an estimate of the associated
~social benefits in section two. . The two are brought to-
géther as a soéial bénefit—éost ratio in the concluding

section.
Social Costs

The social (opportunity) cost (CS) of the BIA-OJT
program is the welfare foregone in connection with the
provision of the'tréininga Its value is approximated by

the summation of four elements: (1) BIA administrative
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costs (Ca), (2) BIA subsidy payments to the firm (Cép),
(3) net cost to the firm of supplying the training (Cf)9
and (4) output foregone while the trainees were in train-

BIA Administrative Costs

' The BIA estimates administrative costs attributable
to the OJT brogram~fromv1960 to 1967 to be $82,000. Since
the Emplbymén£ ASsistance Branch also administers the Di;
rect Employment Assistance (DE) and Adult Vocational Train-
ing (AVT)’programs, it was necessary to consider whether
ah acceptable methodology exists to allocate these joint
administrative costs to arrive at a level attribﬁtable
- only to the OJT program. Figures in Table I of Chapfer
II indicate that approkimately!eleven‘percent of the per-
sons receiving émployment assistance received OJT while
the remainder received either DE or AVT. However; it
seems dncorreéct to simply tag eleven percent of total
administrative costs as applicable to the OJT program
since external economies must exist in administering all
three employment assistance programs within the same
branch. In other words, iflthére were no AVT or DE pro-
gram, - the OJT administrative costs would in all likelihood
be greater than eleven percent of the present total. Con-
sequently, it was'dééided to allocate one quarter of the
total édministrative:cosﬁsv%o the OJT program. The re-

sult is the $82,000 figure. Admittedly, this procedure
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does not take full'cognizance of the joint cost problem,
but givénythe information available it seems a liberal

estimate.

Subsidy Payments

| The aﬁéunt of total BIA subéidy payments to the paf—
ticipating’firms was available directly from the Bureau's
payment'fdrmsa Total subsidy paymeﬁts amounted %o
$146,159, apportioned among the firms as shown in Table

XVII.

TABLE XVII
BIA SUBSIDY PAYMENTS, BY FIRM

Firm Number‘_ o BIA Subsidy Payments'

$ 64,068
5,348
4,103
4,093
2,210

17,130
8,161
2,600

38,446

Total %146,159

WO WN —

Gary Becker has demonstrated that no rational firm

would provide training af a positive net cost. The
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trainee will bear the cost of training either through re-
celving a wage less-thaﬁ his marginal'revenue product to
the firm dﬁfing drfafféf trainihg. The firm has an in-
tereét in'froﬁtéioadihg this wage—marginal reveﬁﬁe product
difference to recoﬁp fhe costs.as soon aé poSsible to
reduce the risk that thebemployee willileaVe;' Becker also
shows that for a firm-in a purely compéfitiﬁé labor mar-
ket, the market conditions will assure that the returns
from trainiﬁgréQual-the cost of—fraihing. Rélakation’of
these purelyVCOmpetifive cohditions would allow -the |
possibility of pdsifive het~returns,1:wlt is:probable then
that the net cost of training for a firm participating in
the BIA-OJT program, is zero, and quite likély negativea“
BeCkerfs‘analysis-appliéswfo'firms who incur the full

wage bill. If part of the wage bill is subsidized during
training, as is the case iﬁ the BIA-OJT'program;’and if
the firm is ratiéhal&in Becker's terms, the'amouht df‘fhg'
subsidy is a clear net bénefit to the firm. Accofdingly,"
the amount of the BIA sﬁbéid& payment'to'the participat-
ing firms was included aS'part,df the'privafe bepéfits of

the program.  (See Chapter V).. - . .

Output'Foregone,While in Training

When the ihstifutiohél method of training is employed,

the trainees attend a vocational school and for all

'Becker, pp. 10-25.
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practical purposes are out of the 1abor force. Society
gives>up the eutput the frainees couldrhéve produced had
‘they been employed, and this foregone output'ehould proﬁe
\erly'be‘celcﬁlated as part of the social cest_ef the
”fraining'programo Society may not forege any output, howe
ever, if the "vacuum effect" is operativeov This'phenomr
‘enon occurs if the participants' pre-training jobs are
filled: from emong the ranks of the unemployed E@Q ﬂgglgv

not have gotten jobs otherwise. (It is the latter point

that leads most analysts to discount the liklihood of
sﬁchvan effect oceurring). e

In on-the-job training, unlike the institutional
method, trainees are producing output‘during‘the’train—
ing. If the vacuum effect is OperatiVe;.then not only
»dqes societyvnot'foregd‘any outpui; it ectually gggg§
output'in an amount equal to the total output of the
trainees while in training. In fact, it may be. that by
engaging in OJT the trainees remove bottlenecks which
would allow more workers to become employed with the con-
tracting firm than would have been employedeotherwiseo
This "bottleneck effect" would add to the gains that
society'receives from OJT; or eonﬁefseiy,'mékes‘mofe neg-
ative the foregone output COmponeht of social cost,ofrOJTol
Because the degree'to'whieh’thevbottleneek and*vacuum ef-
fects are,Operative is not known, it is assumed that the -
'cost.component,foutput foregone by SOCiety, has no effect

on. the magnitude of social costs. This assumption thus

i
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increases the probability that the social cost measure
will be overstated resulting in a conservative social
cost;benefit ratio.

Social costs can now be estimated as follows:

[25] Cq = Cy + csp + Cp + Qp

[26] Qf = Qtp_ Q.V - Qtt - Qb
| where |

CS = social cost of training

Ca = BIA administrative cost of the OJT pro-
gram

CSp = BIA subsidy payments to participating
firms | 3

Cf = costs to participating firms;of sup—

plying the training

Qf = output forggone by ‘society while trainees
are in training

Qi, = output of trainees prior to training

Q = output of workers who replade trainees

in their pre-trainihg jobs~-the vacuum

effect
Qtt = output of trainees while in traihihg
Qb = output of those WhQ were hired because

the trainees removed bottlenecks in the
participating firms
Since the asgumption was made that Cr and Q, are
probably négative and at most zero under conditions of

rational 'decision making, a maximum estimate for Cq is
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C, plus Cep which equals $228,159, for the 1960-1967 period

{

Social Benefits

The social benefits of the BIA-QJT pfogfam may be de-
fined as thé'inéréase ih welfarevattributable to partici¥
pationﬂin frainingo _TQ the extent that the employment and
earnings méaéures uéed in Chapter V capture all (and only)
:changes in the trainees’ produétivity and employment sta-
bility, these measures of private benefit approximate
éocial benefits alsoo2

) Certain features which céuée these two measures of
benefits to differ were discussed at length in Chapter III,
Where it was concluded that taxes should be readded to
private benefits to'arr;ve at social benefits since the
‘gains from tfaiﬁing tOTSOCiéty are the total gains in real

output as reflected inban indiv;dual’s gross earnings.

Furthermore, it should be emphasized that the figure cal-
culated for social benefits should be considered a minimum
estimate of the social benefits of the program since the
measure does not includé externalities (which may be bene;‘
ficial or undesirable but whose net effect, in all like-
lihood,-would be beneficial) or the redistributive effects
of the training. |

The equafion for calculating the amnmual social bene;

fits of the program is:

2Total private benefits of'the program could not be
used because this figure includes the private benefits to
the firm which are not a part of social benefits.
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»[27] B - 226

VBst = (Ta,™ To,
where
Bst = social benefits of the program in the
year t
Ia. = gréss annual earnings of trainee i after
i. , t‘raining : .
‘Ibi'# .gross annual earnings of trainee i be-
fore training
x F#‘_symﬁolvﬁd indicate the amount in pa-
" renthesis has been adjusted for the in-
creased age of the trainee
226 = total number of trainees who partici-

péted in the program
The average ahﬁﬁalwincome after training, I,, amounted

to $3392, 'anduthé'ﬁéén“vélué of I is $1358, giving a dif-

“‘ference (or s001a1 beneflts) per tralnee, of $2034 per

year. TFor all 226 tralnees in theInngram the social bene-
fits in the year % (B ) come to $459,684, The assumption
is made that this value remalns constant over time. The
.reader may,recall ‘the w1th—w1thout tralnlng earnings pro-—
‘files illustrafed‘iﬁ Figuré»3g It was hypothesized'ﬁhat 
.thgseftWO'éafﬁiﬁgé’ﬁfbfiles diverge from each other'(ajm“
phénomenéfwﬁidh‘has béén.verified empirically. for another
‘training;program); 'Asla reéult, by choosing as the post-—
'trainiﬁg earnings méaSﬁfevthe monthly earnings in the job

two years after the receipt of training, the assumption of '-
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'é éonsténf'sdcial”bénefif value dver'fiﬁé“léédé to an
.6Véfstatehéht of s&ciél benefifsbin fhéwfifét“éodﬁléjof
yéaré; bufvfor fime hbrizons of the length used in cal¥
culéfing\the benéfit;cost ratios below, thebassumption will

vrehderuan understatement of social benefits..
. Social Benefit-Cost Ratios

““if“is“hbw poésiblé to estimate social béhefifécost
_ rafios for the prdgfam; The costs of the progfam are as-
'suméd_tb be incurred only in the current period and are
‘therefore undiscounted. The social benefits, however,
fjust as the pfiﬁafé'benefits, are eXpected'td continue to
occur,fof somé peridd df time into the future. To deter—v
mine the préSent vélue bf the stream of benefits it is
.necessaryvto'kﬁbw how far into the future the benefits are
expected to accrue, and at what rate they should be dis-
counted. A matrix of present values is derived using dif-
ferent choices of the discount rate and time horizon. As
was the case in calculating the present value of private
behefits,'twd different discount rates are combined with
three different time horizéns._ The resulting matrix is
illustrated in Table XVIII. It enables the reader to

' choose ‘that .social benefit-cost ratio most in iine with
his judgments’cdncerning the "correct" discount rate and

time horizon.
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TABLE XVIII

- SENSITIVITY ANALYSIS: SOCIAL BENEFIT-COST RATIOS
FOR THE BIA-OJT PROGRANM

Time

Horizon v R
Discount 5 Yeargw; TQ Years | 36 Years
- Rates
6% o 8.7 14.8 29.4
10% 7.6 12.4 19,5
Summary

During the yearsv1960 to 1968, the Oklahoma offices
of the BIA enrolléd 226 Indians in Bureau subsidized on-—
the-job training programs. The direc#t cost of training
these individuals amounted to $228,159,derived by summing
prorated administfétive costs ($82,000) and subsidy

payments to participating firms ($146,159). The undis-
¢ounted direct sbcial‘benefits of the program, which are
eXpécted tb'accfue‘ﬁér’Some time into the future, are es-
timated to ha&e'beén,$459,684 annuallxo This figure does
not take third—pafty effects into consideration.
A matrix df social benefit-cost ratios for the pro- |
: gram was presénted using-various time horizons and dis-
~count rates. The most’conservative of these ratios is 7.6
which means that if the earnings and employment benefits

of the program only accrued for five years after training,
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the estimated‘preéehf vélueé ¢f theVSOCialvbenefits of
the'program Wéuid still bé 7,6_times greatér than direct
VcbstSQ ‘The most liberal fatiolqalculated was 29.4.
"TheSé_figufésuaﬁ?earﬁfé#dréblebto continued invesfment in
wthe'prbgrém;'butlaHSfafémenf Engo whe ther fhey are high
or low camnot be made withowt knowing the value of similer
‘rafiosifof'dfher“pubiic prbjects. wa‘additionallpre¢au4
tions concerning these retios are important. First, it
is not known whether the BIA-OJT program has been admin-
istered in the most efficient manner]poésible in the
past. If it has not, this means the_benefitécost ratios
for OJT could have been even larger than the ones calcu~
lated. Secondly, one danpét suggest that the program be
exgagdéd stricfiy on the basis of these ratios since
there mey be diseconomies of scaie involved which could
affect significantly the magnitude of the ratios appli-

cable at larger scales of operation.




CHAPTER VIII
SUMMARY AND CONCLUSIONS

As an aid in making judgments as to the economic
value of the BIA-OJT program it is useful to fecapitulate
the results and conclusions of the preceding chapters.
This is done in the first section of this chapter. Sec-
tion two presents evidence of the trainnes’ efaluations of
the program. In section three some comparisons are drawn
between the results of the BIA-AVT program evaluation and
Blume's evaluation of the BIA-0JT activity through April,
1969,

Summary.

According to the definition employed in this study an
individual is "trained" or has learned his task when he
can perform his duties without‘extraordinary supervision.
Using this criterion, former trainees indicated they were
trained long before their negotiated fraining periods were
comple’ﬁeo1 Bureau officials seem to recognize that In-
dians- are ﬁtrained" before the negotiated training period

is completed but they think é wage-Subsidy beyond that

1See Table II, p. 49.
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point is necessary in order to persuade flrms to engage in
the program since by and large (they say) firms regard In-
dians as hav1ngya lower productivity potential than other
workers. Taken as a whole, the prbgram is really a com-
bination OJT—wagevsubsidy’program, buf the Bureau officials
think that to call it such would reduce their ability to
5acquire apprbpriations from Congress°

Two“observations on this point seem worthwhile. First
when negotiating future OJT confracts if a firm's manage-
ment argues for longer than necessary trainingfperieds be-
cause of,an’assumed»productivity differential between
Indians and4opher persons, they shouldibe confronted with
the ev1dence that past partlclpatlng firms have Judged that'
such a product1v1ty dlfferentlal does not exist. 2“As a
matter of fact, three out of five flrms surveyed suggest
that Indians are more productive than other workers.

Secondly, subsidized training periods of fiffy;tWo to
seventy-eight‘weeks’in length could probably be eliminated
entirely. Given phe'present legal minimnmuwage leVel;
training periods’ef‘this'lengthbrepresent totalvsubsidies
of $1,664 and $2,496 per trainee, respectively. These out-
lays appear to be out of line with the job skills for which
Indians have been trained in the past. The Bureau might
make use of thebresults of this study'to show firms that

these extended training periods are not justifiable.

2See Table III, p. 53.
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Mention was also made in Chapter IV of the importance
of seleétihg firms that are financially secure and expect
sufficiéhf'wbrkéforce'Stability sb thaf trainees will not
be laid off from time to time because of inadequate prd—
duct demand. Three of the nine firms included in this
study had to.beéshut down completely, so thaf in some cases
trainees were not even able to complete fhéif negotiated'
trainiﬁg periods., The Bureau's record in this respect has
'improved Qbhsiderably in their more recent contracts. From
‘the cut-off date of this study to the spring of 1969, the
BIA initiated eleven new contracts and all eleven firms
are still in Operatiqn,

The benefits of the program appéar impressive. As a
result of training, the'trainees were employed an -average
of 3.4 more months annuaily andvéarned $125 more per month
than in the pre;traiﬁing period. This feﬁresents an ad- ”
justed net annual increase in earnings of $1,970, more
- than doubling pre—tfaining annual earnings. - These benefits
were secured at no private cost to the trainee. Given
that 226 individuals participated in the‘prograini7 the
total undiscounted private benefits to the trainees each
year amounted to $445,200.

The explicit goal of the Employment Assistance Branch
as stated in P. L. 959 is to obtaih satisfactory empldy-
ment for adulf'lndians° However, once an OJT contracf is
negotiated and the number of persons to be trained has

been decided, the BIA should be interested in filling the
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training slots with those Indians who will achieve the
largest increase ih'éarningé‘and employment., Multiplé re-
gressions aﬁalysis conductéd ih Chapter VI suggests three
directives for incfeasing earnings and employment returns
in the future: (1) choose younger applicants o#er older‘
ones, (2) Sélect marfied applicants over single, widowed
or divorced applicants, and (3) choose non-high school
graduates over high school graduates. '
Though”there were no private costs associated with
the réceipt of trainingg taxpayers in general did bear
the expenses of its provisﬁono A maximum estimate of
these societal costs is $228,159 or $1,010 per trainee.
This is believed to be a maximum estimate since one com-
ponent of social cOsts——output foregbne while the trainees
were in training--is thought to be a negative figureslso |
that social costs would be less jégg'thé calculated a-
mount. |

Should society c¢ontinue to make outlays of this mag-

nitude? This depends on (1) -the social_bénefits that
result'from the expenditure énd (2) whether-gfeater bene-
fits could be received with the same expenditure‘of funds
in another project. Social benefits of the program were
determined by adding back to adjustéd net private benefits
tovthe-trainees~the'taxes which were paid-on the increase
in their.annualvearningsg.»The resulting figure was
$459,684 or $2,034 per trainee each year. This figure

and the estimate of private benefits should be considered
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conservative estimates since they do not include many ex-
ternalities such as reduced crime; reduced welfare expen~
ditures, psychic benefits of increased well-being, etc°9
and because evidence presented in Chapter V suggests that
the average monthlyvearnings component of private bgnefits
may be.understateda |

One tool for deciding whether one project is economi-
cally more desirable than another is the social benefit-
cost ratio. However; given the size of the social costs
and benefits calculated, different‘ratios are derived de-
pending upon one's choice of a discount rate and time
horizon.b Since the selection of the appropriate size of
these latter two factors is based on different judgments
as to their "correct"” values, this study has employed a

3

sensitivity anaiysis table” in which several ratios were
computed using various combinations of discount rates and
time horizons. The estimated social benefit-cost ratios
raﬁged in magnitude from a conservative 7.6 (discounted at

a ten percent rate over five years) to a more liberal 29.4

(discounted at a six percent rate over thirty-six years).
Trainee Evaluations'of.the Program

To this point little has been said concerning the
trainees' evaluations of the BIA-OJT program. A section

of the mailed questionnaire was designed to solicit their

3See Table XVITI, p. 115.
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opinions of the training they i'eceiVed° Threé queéfions
were struéturédlsﬁlthat answeré could be compared-among
the trainees;"TW6‘other qﬁeétions-weré left open éhded;
The subjeét‘of the first structured question was the
type of Sﬁpérvision the respondents received while inb'
,trainiﬁg. Thé proportion choosing each-answer is shown in |

Table XIX.

TABLE XIX
* TRAINEES' EVALUATION OF SUPERVISION

Question. .

Which of the following statements'best*deScribés the
help that you received in learning your job while in
on-the-job triaining? : o ' R

| Percent

Answers ‘ ' | of Total
- The help I reéeived in learning my job was’ S
good. o 55%
The help I received in learning my job.was .. ... . . .
acceptable. o o 37%
The help I received in learning my job was o
‘bad. ’ 8%

Only eight percent of the‘respohdehts.cdmplained of
poor supervision. Tréinees accOunting for five of these

eight percentage points were trained in firm number six,
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a furniture factory which shut down in 1968. In one of
- the open-ended questions trainees were asked ‘to téll Whaf
they did not like about their training. Almost to a man,
trainees in firm nﬁmber six'complained df,poor supérvisioﬁ
and wage iﬁcreéses that came'only with changes in the mih;'
imum wage law. After his contract was terminated fhe
owner of the factory admitted in a letter to the Commis-
sioner of Indian Affairs that hié own investigations bf
supervisory practices in his plant had led to the dismis-
sal of several foremen. |

The purpose of the other two structured questions was
to discover how the respondents thought OJT had affécfed
their job and earhings situatidns, Their replies are i1-

lustrated in Tables XX and XXI.

TABLE XX

TRAINEES' EVALUATION OF EFFECT OF BIA-OJT
ON JOB SITUATION '

Question

Whidh of the following best expresses your opinioh
about the training your received?

‘ ‘ Percent
Answers ) o o of . Total
The training has helped me very much in
getting better jobs. 37%
The training has been of some use to me in
getting better jobs. o 37%

The training has not helped me get better

jobs. v 26%
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TABLE XXI

TRAINEES' EVALUATION OF EFFECT OF BIA-OJT ON EARNINGS

Question .

Which of the follow1ng best expresses your oplnlon
...about. the tralnlng you recelved‘p :

Percent

,Answers -~ of Total
:sThe tralnlng has helped v X much in. o
maklng more. moneyo. . . 38%
The tralnlng has been of some use to me. A .
in making more money. . . . S 32%
‘The training has not helped me. make more . .

money. - 30%

The respehses‘were‘almosf evenly dividead amohg the
poSsible‘aﬂsWefsor-ft is hetewerfhy, howevef, that over
two-thirds in each case indicated that training did af-
fect their'jeb end'earnings posifioﬁs in seme»wayo |

Withkfﬂepekeepfieh“bf the uhiversal'coh&emnatien of
the supervisbry taeticsudfsfifm number six, there was
fnb patterhﬂin the answers to the open‘ended'questibﬁs;
The queStiohs did serve.fhe purp6se of giving the inves-
tigator a "feel" for the attitudes of the respondent
toward traipihga It was apparent that because of a iack
ofrbasic educatioﬁ,bmehy‘feSpondents were unable to en-

gage in meaningfulAWritten cemmunications-—a fact which
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is almost certain to be an obstacle in their aftempfs to
break into the white-collar, management structure of most
firms.- . |
”vThé,BIA—OJT Program.Versusvthe.BIAvANT‘Erogrammm

'f ”Ih.fhé‘summér}bf'ﬁ968; Paul Biﬁmé dompiétéd éIStudy
of the institutional training program of the BIA in Okla-
" homa. It would naturally follow that the results of the
‘évéluation§>of'thé two programs be comparéd, and perhaps
hffade—dffésuggested betweenbﬁhemu Unfortunately, it is
hot possib1é>to’do this for severallreasons. |

- First of éll; this investigator disagrees with

Blume's method of adjusting thebmonthly earnings_and ém%
_vployment variables for the effects of chahges‘in the
level of economic activity. Blume begins with the as-
umption that these ﬁéasurés'ggglaffected by economic
activity chahges and prbceeds to create an index to allow
 for the effects of these chahges,4 If the conceptual ar-
guments and‘régression tedhniqueé employed in Chapter V |
of the presént study are éccepted,‘then it is clear that
this initial assumpfidn méy be incorrect. If economic
activity changes did not affect the AVT variables or did
not affect'them in>the'magnitude Blume indicates, the
result is an'uﬁderéfétémént of'fhe)benefits of the AVT
'prdgrémy' Using his methodoiogyw anylinéréaSé-iﬁﬂthe level

of economic activity (as was the case over the time

~ “Blume, pp. 242-249.
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period of his study) will lead to a downward adjustment
wof“fhé‘éﬁﬁléyﬁent‘ahd‘ééfhings measures, Bedause fheﬂ
original data he used were not available to the author,
it was hdePOSSibie'fobdetérminé what corredfions iﬁ his
| réSults are neéessary°

Tdo; there is an error inﬂbenefit calculation in
“Elumé'é'étudy Whichvappéars to overstaté, bquW£ich ulti;

» ﬁafely undéfétatés;che benéfits of the programa' Blume

found that évéfage‘gross monthly earnings pér‘traineé in—-
.‘créaSéd}by‘$160,75,' He then concludes that this means

'anvédjﬁstéd gfdss'annual increase'in earnings‘ofl$1;929”

pér frainéé'assumingvgl100 pércent employment'rafe

(12 -”$160}74)n5':1atéf; he deducts taxes from the $1,929
figure at a.ZOfpércént'fate and usesAthe résult k$1;543)

| asva measuré of the priVaté benefité‘pér trainee of the
’program.' His own data, hoWever, indicate'the assumption
of a- 100 pércént employmént rate is incdrrecfn He shows
that the éverage numbér of mbnths‘that AVT tfainees.weré
employed in*the’preétraining period wasv5;7 moriths,6 and'
that‘because‘of‘training.the traineés'Wefebempiéyéd éﬁ T
avefage of 3.5 gggg'months‘pef yéar,7“HThiéwmeaﬁs that
in the post-training period the AVT trainees were em-
ployed an averagé of dhly 9.2 months per‘year—-nbt twelve,

The correct calculation of the private benefits per

>Ibid., pp. 160-161.

6Ibid., p. 108.
"1vid., p. 161.
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trainee of the AVT program would be:

(28]

Bpi = [(Iai - Ibi)-~ T 1%

where

Bpi-z net private benefits to trainee i of the

AVT program

FIa. = gross annual earnings of trainee i after
1- training

Ib, = gross amual earnings of trainee i before
* training

TX; = thg taxes paid on I, - Igi
¥ = symbol to indicate the amount in brackets
has been adjuéted for the effects of changes
in demographic factors and the levei of eco-
nomic activity.
Itvcan be shown that average monthly earnings of the
AVT trainees in the pre-training period was $i6958 Since
they were employed an average of 5.7 months per year,

this makes I, equal to $963. Monthly earnings in the

b
post-training period increased by approximately $1671 to
$330 per month. Hence, I, equals $330 +imes 9.2 or

$3,036. The gross increase in annual earnings for the

average AVI trainee was I - I, or $2,073. Blume would

03]

deduct 20 percent from this for taxes for a net increas

]
<

in annual earnings of %1,65899 rather than $1,543.

valbid;, p. 108..

‘ 9In view of the level of this post-training gross
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“inwarririﬁg étfhis estimate'of.a soeia1”behefif#eosf
ratio fer:the:AVT”pregram, Blume uses as hie ﬁeasﬁre of
| soéiélﬂkéhefits'thé hef'(of‘taxes) private benefife(off
the program, '° ”HowéVéf,”thg gains from training to So-
ciety are the total gains in real output which would be
'vrefiecfedyihithewfraineefe.grgg; earnihge h The soeiai.

beneflts per tralnee of the AVT program Would be $2 073 -

derlved in the follow1ng manner.

[29]

By = (I, -1, )«

where

BS' = societal gains from training trainee i

I, , I, , * are defined as in equation [27].
ot X lefined as in equa

‘Table‘XXII illusfratee estimates of'varibue ecenomic"v
measures associated with the two pregrams for eomparative
bﬁrposes; | | o

Two‘precaﬁtiohs cohcerningfa comparisenvef'fhe
measuree eear repeafihgq _Firet, because the findings
_in this Stgdy,sugéest”that*Blume's adjustment of the
~earnings and employmeﬁt measures for the effect of eco-

‘ nemicvaCtivity changes may have been 00 large, it is

earnings figure a 20 percént tax rate seems excessive.

If the: tax bill for each individual trainee was calculated
it is quite probable that .the average deduction would be
under 20 percent. For example, by using this procedure

in the OJT study, the average tax rate turned out to be
only three percent.:

10
Blume,ppn 164—1650
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qﬁite possible that all the AVT figures.are underesti-
mated. Secondly, the'$129 and $1,658 measures of private
benefits are in all likelihood understated because of

the high' tax rate which Blume employed.

TABLE XXII

A COMPARISON OF ECONOMIC MEASURES
OF THE AVT AND OJT PROGRAMS

. Revised AVT  0JT

‘Description’ Estimate . Estimate
~ Adjusted gross increase in "
monthly earnings per
trainee , ~ % 161 $ 131
Adjusted net 1ncrease'1n
monthly earnlngs per _ _
trainee _ : $ 129 $ 125
Adjusted increase in ave=-
rage number of months _ '
employed annually . - ' 3.5 ‘ 3.4
’AdjuSted net -increase in an- v |
nual earnlngs per tralnee $1,658 - $1,970
Adgusted beneflts to s001ety
- pey trainee - $2,073 $2,034
Averege direct costs of train- : -
ing each trainee _ ‘ $5,472 $1,010

2Blume, p. 166.

The cost figures in Table XXII should serve as a
vivid reminder of the fallacy of simply comparing the

benefits of different programszithout'taking into
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.aCCbuht.thefgggjg of sedﬁring‘these benefits. The direct
cost of AVT is over five times that of OJT. Even if the
:AVT.benefit_figﬁfee.ére:ﬁﬁéefetated it is beious they are
nof'five times.gfeater fhenTOJTvbenefifs; if‘is-useful af'
thls p01nt to compare the s001al beneflt—costs ratlos of
the two programs.V Sens1t1v1ty analys1s is agaln employed |
$0 derlvevthe;ratlos u31ng dlfferent comblnatlons of dis-
count ratee‘aha timeehefi2ens;v TheioJTvraﬁiee are in

" parentheses.

TABLE XXIII

SOCIAL BENEFIT-COST RATIOS FOR
. THE AVT AND OJT PROGRAMS

orizon ' 5,Years 10 Years 36HYears

. Discount>

Rate ’ -
6t - AVT 1.6 2.8 5.5
SERET O & (8.7) (14.8) (29 4)
10% vt a4 2.3 3.
. . 0JT (7.6) (12.4) (19. 5)

The evidence in Table XXIIT suggest that the BIA
considér placing‘more'emphasis on the.on—fﬁeéjeb‘tfaihihg
_program*ratherethan the‘ihStitutional‘fraiﬁihé cempdhent
in an attempf"tdiﬁpgfédé”thé skills of the American Indian.

However,.the reader should be cognizant of the limitations
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inherent in decision-making based sfrictly on a comparison
bf‘bénefit—cost'fafios; bFirsﬁ, it is not clear what the
"scale effects" of éxpanding or contraéting the programs
may be. It may be that an expansion in the OJT prbgram
could run up'agaiﬁsf’severe diseconomies (or econoﬁies) of
scale so that at higher levels of operation, the OJT pro-
gram would produce a smaller (larger), perhaps a much
smaller (largér), ratid than operations at the paét level.
Thé same possibilities exist for the AVT program. Sec-—
ondly, neitherbfhe present study nor Blume's made any at-
tempt to determine if the AVT or‘CJT programs have been
administered ih‘fhe most efficient manner poésible° It
may be that AVI has been administered much less effi-
ciently than OJT, so that if the efficiency of AVT opera-
tions were improved, its benefit-cost ratio might equal or
possibly surpass that of OJT. Of course, the evidence
could just as easily reveal that OJT is presently run
much less efficiently than AVT so that the differences in
ratios illustrated in Table XXIII might be even larger.
Thirdly, it is apparent that fhere are externalities that
arise because the trainées engaged in either AVT‘or'OJT?
but it may be that the magnitude of the externalities at-
tributable to each program are significantly different.
For example, unlike OJT, the AVT program provides'support—
ive services such as courses in reading, wrifing, mathe- -
matics,~public-speaking; etc. There are psychic benefits

which AVT trainees receive from taking these courses which



are‘no% énjoyéd by OJT trainees, There may or may not be
off~setting benefits which OJT trainees énjoy which in - -
turn érE»not available to AVT trainees. Whatever the case;
without“a-reaeonablé~{nowledge of the magnitudes of the
externalities attributable tb each program, the decision-
maker should exercise caution in making decisions strictly
on-theibasis of -comparative benefit-cost ratios.

- There is one statutory hurdle which is-hindering the
Bureau's efforts to fedirect Indians from the AVT into the
OJT program.- ¥ach Indian is eligible for twenty-four
mbnths-of-training subsidized under P, L.-959. Therefore,
participation-in- one type of training precludes entry into
the‘other to an equal extent. According tO»Eth.EIﬁ'@f*:“
fieials+and former Indian-trainees this constraint iz a .-
strong disincentive to "take a chance' on an- 0JT assign-
ment -which may not be satisfact&ry from either the employse
or.empioyer standpoint.: The risk involved is the loss of-
eligibility andvpfiority in the queue of applicants for
institutional tré.iningo This risk-is magnified by the
kﬁdwledge that many of- the institutional'training programns
are of: two-year duration, so that the use of any of the
twenty-four months eligibility bars an Indian from subsi-
dizedfparticipation in such curricula.

Aetually, much uncertainty on the part of Indians con-
cerning OJT is unfounded and might be removed through the
use of the information contained in this study. The evi-

dence in Table XXII should eliminate any preconception
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that the AVT payoffs are greater than OJT payoffs. Further;
more, the tasks which OJT p;rticipants perform enable them
to acquire skills which are useful in many other firms.
This was confirmed during interviews with management of; '
ficials in the firms in this study. In addition, if Con-
gress could be peréuaded to remove the statutory stipula;
tion that OJT time be deducted from potential AVT time,
more Indians might be persuaded to take.OJT and possibly
never require the more expensive AVT.

Conversations'with Bureau officials in the Oklahoma
region reveal that they comnect AVT training with mobility
characteristics. If Indians are willing to move geograph;
ically théy.are placed in the AVT or DE programs. OJT
“contracts are secured to service those Indians who are
geographically immobile., There is no reason why the OJT
contracts cannot also be used to service those who are
mobile, too. For-examplg, the Bureau should have no dif-
ficulty in obtaining OJT contracts with large manufacturing
-concerns in Tulsa, ‘Oklahoma City, and other urban areas in
Oklahoma. - Prospective trainees should have no difficulty
in discerning that a job in one of these firms means the
acquisition of a useful skill. In addition, the evidence
that AVT is much more expensive than OJT suggests a pos-
sible source of substantial reductions in BIA outlays per
trainee in a switch from AVT to OJT in these areas. As a
matter of fact, BIA officials indicate that wage subsidies

may not be necessary at all in the major urban areas be-

cause they say any Indian who wants a job there can get



one. Perhaps all that is needed is to make Indians aware
of the employment opportunities available in these areas

and the provision of funds for‘relooation expenses. This
might be handled within the establisheduDirect Employment

Assistance Program (DE) framework.
The Present BIA-OJT Program

From the time ?, L. 959 became operational in 1958
until the cut-off date of this stuay, 1967, the BIA 1n1t1~
ated and completed 0JT contracts with nine firms 1nvolv1ng
226»personse Their efforts in thls area have stepped up
considerably since that time. Durlng the time period
‘January, 1968, through May, 1969, the Bureau had oontracts|
Jln force'w1th eleven new firms. One hundred and ninety-
seven Indlans have- begun tralnlng S0 far in these new:
firms: : Their progress through May, 1969, is 1lluetrated
in Table XXIV. |

.Completion‘rates have not‘improved in the new con=
tracts. ' It may be reoailed that.fiftymtwo percent of:the
partieipants~in‘this study completed theirotrainingoljﬂaTo
date;fthe proportion of non-oompletions and oomﬁletions
is about the same in the newxoontraotse_ Some of the newly
contracted flrms, e, €.y firms twelve and eeventeeng have
not begun tralnlng Indlans because funds have not been

released yet.

Msee Table IV, p. 57.



TABLE XXIV

STATUS OF PRESENT BIA-OJT CONTRACTS

Number to

Number Entering

Number of

Number of

Number Still

Firm Receive Training Training Completes Non-Completors in Training
10 54 54 27 24 3
11 24 15 1 12 2
12 10 0 0 0 0
13 89 35 0 2 33
14 17 5 1 1 3
15 25 16 3 11 2
16 * 41 27 7 7
17 29 0 0 0 0
18 25 18 10 8
19 10 1 0 1 0
20 % 12 11 1 0
Totals 197 70 69 58

#Information not available

o
A6}
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Area officials report that due to an indreasing
knowledge of the availabiiify of the BIA~OJT program and
due to a very recent influx of firms into the rural O'kla«;-=
homa area, there has besen a marked iﬁorease‘in.the desiie
of firms to participate in the program. As of Mayy‘1969;
the Muskogee Area Office has sent nineteenvnew contracts
"to the Central Office in Washington for final approval and
funding; Potentially, 553 édditioﬁal?lndians may receive
on-the-job training under these new’cbntfactse.

The employment and earnings,ehaﬂge,figures tabulated
in Table XXIT for‘the Bureau's OJT and AVT programs are
impressive. Yet, as significant as these impfovemeﬁﬁs a;fey
they barely scratch the surface of the underlayer of |
Indian poverty in Oklahéma° One notes that in 1960, near-
ly sixty percent of the approximately 31,000 Indian males
in Oklahoma earned less than $2?OOO aﬁnUally912 but mainly
due to limited fundingy the Employment Assistance Branch
of the_Oklahoma BIA has only been able to render employ-
ment assistance tb approximately 1,300 Indians in the last
ten years. The task of 1lifting an appre@iable'pgrcentﬁg@
of the Indian population out of powverty is & herculearn one
Perhaps Sar Levitan’put the problem in proper perspeciive

when he wrote:

- One doubts if the task is even within the
reach of the present’level of federal
government expenditures for Indians. Until

120k:1ahoma Employment $eourity Commission,
Oklahoma (Oklahoma City, September, 1966), pp.
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the nation adopts a comprehensive pro-
gram supported by adequate funds and
actively involving Indian leadership,
gignificant progress toward the elimi-
nation of poverty in which our "first
Americans® have too long been living
is very unlikely.

Bsar A, Levitan, The Great Society's Poor Laws: A New
Approach to Poverty (Baltimore, 1969), p. 270,
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Public Law 959 - 84th Congress
Chapter 930 = 2d Session
S. 3416
AN ACT

Relative 1o emplbyment for certain adult Indians on or near

Indian reservations.

Be it enacted by the Senate and House of Reprasenta—

tives of the United States of America in Congress assembled,
That in order to hélﬁ ad@lt Inaians who reside on or near
Indian reservations to obtain reasonable and satisfactory
employment, the Seqretarj Qf the Interior is authorized to
undertake a program of vocational training that provides
for vocational counseling or guidance, institutional train-
ing in any recognized vocation or trade, apprenticeship,
and on~the-job training, for periods that do not exceed
twenty-four months, transportation to the place of training

and subsistence during the course of training. The program

shall be conducted under such rules and regulations as ths
Secretary may prescribe. For the purposes of this program

the Secretary is suthorized te enter into contracts or

agreements with any Federal, State, or local governmental

144
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agency, or with~any private school which has a recognized
reputation in the field of vocational education and has
successfuliy'obtained employment-for its graduates in their
respective fields of tréihing, or with any corporation or
association which has an existing apprenticeship or on;the;
job training progrém which is reédgﬁized by iﬁdﬁstry and
labor as leading to skilled employment. |

Sec. 2. There is authorized to be appropriated for
the purposes of this Acf the sum of §3,500,000 for each
fiscal year; and not to exceed $500,000 of such sum shall

be available for administrative purposes.

Approved August 3, 1956,
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Public Law 87-273
87th Congress, S. 200
AN ACT -

To amend the Act entitled "An Act relative to employment
for certain adult Indians on or near Indian reservations, "
approved August 3, 1956.

Be it enacted by the Senate and House of Representa-

tives of the United States,g§ America in Congress assembled,

That section 2 of the Acf‘eﬂﬁitled "An Act relative to em-
ploymehf fOr;eertein adult Indians on or near Indian
reservationsg"7approvéd Auguet 3, 1956 (70 Stat. 986), is
amended by stflklng out ”$3 500,000" and inserting in lieu
thereof ”%7 500 000" and by striking out "$500,000" and
inserting in lieu thereof “$1,000,000, "

‘Approved Sepﬁember 22, 1961,
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GENERAL PROVISIONS .

NEGOWIA ED CONTRACT

Asgignment of ulalm%, {(a) DPursuant to the provisions

Cramie -

of thevhssignment of Claims Act of 1940, =8 amended
(31 U.S.C. 203, 41 U.8.C. 15), if this contract pro-
Vides for payments aggregating $1,000 or more, claims'
for moneys due or to become due the Contractor from the
Government under this contract may be assigned to a

bank, trust compan or other financing institution
9 Pany, £ g

'including aﬁy Federal lending agency, and may there-

after be further aSSigned and reassigned to any such
institution. ’Any such assignment or reassignment shall
cover all amounts payable under this contract and no
alréady paid, and shall not be made'HJmor@ than one
party, except that any such agsignment or reassignment
nay be made to one Uarty ag agent or trustee For two o
more parties participating in such financing. Unless
otherwise pr rovided in this contract, payments to as-
signee of any moneys due cxr to become due under this
contract shall nctg to the extent provided in said Act,
as amended, be subject to reduction or setoff. (The

preceding sentence applies only if this contract is

made in time of war or national emergency as defined in

emd
o
0
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said Act and is with the Department of Defense, the
General Services Administraticng thé Atomic Energy (.L‘om:=
mission, the National'Aeronauti@s and Space Adminis-
tratibnp the Féderai‘Aviation Agency, or any other
departmeht or agency of the United States designa%ed by
thé>Presideﬁt pﬁrSﬁant to Clause 4 of the pf@viso of

section 1 of the Assignmenf of Claims Act of 1940, as

amended by the Act of May 15, 1951, 65 Stat. 41.)

(b) In no event shall copies of this contract or
of any plans, specifications, or other similar docu-

ments relating to work under this contract, if marked

"Top Secret," "Secret,” or "Confidential,” be furnished

Yo any assignee of any claim arising uwnder this con-
"'l £ , y g

tract or to any other person not entitled T¢ receive
N 18T D

the same.  waevérp1é copy of any part cr all of ﬁhis

contract so marked may be furnished or any information

contained therein may be disclosed, to such assignee

upon the prior written authorization of the Contracting

Officer. (41 CFR 1-7.101-8.)

Disputes (a) Except as otherwise provided in this

contract, any dispute concerning a question of fact

arising under‘thig_contract which is not disposed of
‘by agreemenf shéll be decided by the Contracting O0f-
ficer, who shall reduce his decisionyto writing and

b}

mail or otherwise furnish a copy thereof to the Jon-

tractor. The decision of the Contfactimg Officer shall

be final and conclusive unless, within 30 days from the
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_Hfdafe of féceipt of such copy s the Contractor mails or
otherwise furnishes to the Contracting Offi@er a writ-

'tenkappeal'addréssed to the’Secretary; .The decision of

the Secretary or his duly authorized represéntative for
the determination of such appeals shall be final and

cqncluéivé unless determined by a court of competent

Jurisdiction to have been fraudulent, or eapricious, or

arbitrary, or so grdssly erroheous as ﬁeéeésarily 0
imply bad faith; or not supported by éubstanfial éviw
déﬂcé, 4In‘connéctiqn with any appeal prédeéding under

this élause; fhé‘cohtradtor shall be afforded an op-

'po;tunity to be“heard and tduoffer eVidéhbe in swupport

of itsvappealo Pendihg final decision of a dispute
hereunder, thé Contfactor shall proceéd diligently with
the pérformance of the contract and in accordance with
the Contracting Officer's decision. |

(b) vThis “Disputes“ clause does not preclude con-

sideration of law questions in econnection with deci-

sions provided for in'paragraph (a) above: PROVIDED,

That nothing in this contract shall be construed as

making final the decision of any administrative offi-

cial, representative, or board on a question of law.

(41 CFR 1-7.101=12)

,Covenant-Against thtingent Fees. The Contractor war-

rants‘fhéfnné péfébhﬂéf.Sélling agency has been employed
or retained to sdiidit ér secure this contract upon an

agreement or understanding for a commission, percentage



brokerage, or contingent fee, excepting bona fide,em;
ployees or bona fide established commercial or selling
agenciesvmaintained by the Contractor for the purpose
of securing business. For breach or violation of this
warranty the Government shall have the right to annul
fhis‘contract without 1iabi1ity or in its discretion
to deduct from the contract price or czons:i.r:l;era“i;ion,7 or
otherwise recover, the full amount of such commission,
percentage, brokerage, or contingent fee. (41 CFR 1-1,
503)

Officials Not to Benefit. No member of or delegate to

Congress, or resident commissioner, shall be admitted
to any share or part of this contract, or to any bene-
fit that may arise therefrom; but this provision shall
not beconstrued to extend to this contract if made with
a corporation for its general benefit. (41 C¥R 1-75
101-19) | o

Examination of Records. (a) The Contractor agrees:

that:the Comptroller General of the United States or
any..of his duly authorized representatives shall, un-
tilﬂtheyexpirétion of three years after final payment
under:ithis contract, have access to and the righﬁ to
examine .any directly pertinent books, documents, papers
and records of the Contractor involving transactions
related to this contract.

7. (b) “The Contractor further agrees to include in

all his subcontracts hereunder a provision to . the effect
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that the subcontractor agrees that the Comptroller Gen-
véral of theyUhifed.Sfates or any of his‘duiyvaufhbrized
‘representatives shall, until the expiratioﬁ df three
”yeérs after final payment under the éubcdntraotg'have

access to ahd the righf to examine ahy dirécfiy per—

tinent ﬁboks, ao¢umehts; pépers, and fecofds of such
sabcontréctqf,.inV01Ving transaotions-related to the
subcontract. The term "subcontract" as used in this
clause excludés (i) purchase orders not exceeding

$2,500 and (ii) subcontracts or purchase orders for

'public utility services at rates established for uni-

4

form applicability to the general public. (41 CFR 1-7,
101-10)

Equal Oppqrtunityo The Act of August 3, 1956, (70 Stat.
989; 25 U.s,C° 309) guthorizes a program of on-the-job
training for adult Indians and as a project authorized
under the pfbﬁisibns df the Act, the Contractor will
furnish on—the—jdb‘training for Indiams. Except as
regards appiiéability to Indian trainees, during the
performance of thisvcontractg the Contractor agrees &as
followss

(a) The Contractor will not discriminate against’
any employee or applicant for employment bé@&a@e of
race, creedychlor; or national origin, ‘The Contractor
will take affirmative action to ensure that applicants
are‘employedg‘and that employees are treated during em-

ployment, without regard to their race, creed, coloxr,
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or néfidnai‘origin, Sugh action‘shall ihélude, but not
be limitéd”to, the fbllowingz employment,.upgraaing,
demotion or trahsfer; redruitment or rgcfuitmént adver;
tiéihg;'laydff or termination; rates of payﬁdf'dther
forms of compensépibnf and selection fof fréinihgp in-
cludingbapprénticéshipu The Contractor agféeg‘to pQSt
in ébnspi¢ﬁ6ﬁé'placgé, availabie to empidyées and ap-
'plicanfsjfér’émpldymentg notices to be pfé#idéd by‘the
Cohtxécﬁi@g'Offiqer setting fofth the provisions of
this nondiscrimination clause.
| (b) The Cdnfractor will, in all solicitaﬁiong or

'adVertiséments'for employees plaged by or on behalf of
the Contractor, state that all qualified applicants
'vWill'peceive considefation for employment without re-
'gafd to race, cfeed, color;, or national brigino

(e) The Contractor ﬁill seﬁd to each laber union
or represéntafive of workers with which he has & col-
lective bargaining agreement or other éontract or
understahding,}a noticeg to be provided by the agency
Contracting foicér, advising the said labor union or
workers'’ representati#e of the Contractor's commitments
under Sectioﬁ 202 of Executive Order No. 11246 of Sep~
tember 24, 1955;'aﬂd?shéll post copies of the notice in
conspicuous places available to employees and applicarts
for employment.

(a) The Contractor will comply with all provi-

sions of Executive Order No. 11246 of September 24,



154

1965, and of the rules, regulations, and relevant or;
ders of the Secretary of Labor.

(é) TheuContractor will furnish all information
and reportsvreQuireQ by Executive QOrder Noa 11245 of
Sepfémber 24, 1965, and by the rules; ega;apwonsy and
orders of the‘Sécretary of Labor, or pursuant thereto,
and'Will pefmitvacéesgvto his books, reedfﬁé? and aoc-
counts by the ééntrééting agency and the Secre%arv of
Labor for purposes‘of investigation to ascertain com-
pliance with such raies? regulations, and ordsers.

(f) ‘In thé eVent of the Contractor's noncom-
>p11anoe Wlth the nondlﬂcrlmlnatlon clauses of this
-contract or Wlth any of such rules, regulations, or
orders, this contract may be cancelled, terminated oy
suspehded in whole or in part and the fonitractor way be

declared ineligible for further Goverrnms aontrancts

in accordance with procedurss authorized dn Exsoutive

Order No. 11246 of September 24, 1965, oihay

¥

sanctions may be imposed and

vided in Ex ecutuvs Order No,
1965, or by rule, regulation, or order of the S@QT%~
tary of Labor, or as otherwisze provided by law.

(g) The Contractor will include the provisions
of Earagraphs {a) through (g) in every subcontract or
purchase order unless exempted by rules, regulatiocn,

or orders of the Secretary of Labor issued pursuvant fo

AN

section 204 of Executive Order No. 11246 of Septenber 24
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1955,l90 that suchmprovisions will bé4binding upbn each
subbohtfabtpflor‘Véhdbf; .Thé Contractor willvtake such

actibﬂ'withvresﬁeét to any subcontract or.pﬁrchase or-

enforcing such provisions including sanctions for non-

compliance: PROVIDED, HOWEVER, that in the event the

Contractor becomes involved in, or is threatened with,

litigation with-a subcontractor or vendor as a result

of‘suéh“direétion by the cohtracting égehcy, the Con-
tractdr'may-reqﬁest‘thé United States to enter into
such litigation to protect the interests of the United
States. o -

Preference in Employment. Preference in employment for

all work to be pérformed under this contract, including

subcontracts thereﬁnder shall be giVéh.to 16051 resi-

dents subject to the provisions of the preceding

clause on nondiscrimination in employment.

Representation. The offeror represents that he Z:7 hag

Z;/xhas not, participated in a previous contract or
subcontracf Sﬁbject to either the Equal COpportunity
Clause herein;‘that he 127 has, 127 has not, filed all
required compliance repdfts; and that representations
indicating Submission of requifed compliancerreports,
signed by proposed subcontractors, will be obtained
prior to subcontracts awards. (The above representa-
tion need not be submitted in connection with contracts

or subcontracts which are exempt from the clause. )
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Contract Tgrm - Terminatidﬁ - Renewal - Modification.,
This ¢onfra¢fWSh511>Eé for'a ter@ beginhihg on the date
of this contract and ending on June 30, 19 , subject
to termination at any timé upon 60 days' written notice

givén by éithef party to the other. vUnlesS g0 termi-

‘vnated,vfhe contféct may be renewed annuaily by the

Contracting Officer for successive one-year terms com-

' mencing July 1 of each year, subject to the availability

of»appropriaﬁibhs'ahdvSubject to termination during any
such-ﬁerm asvpf6Vided above. This contract may be mod-

ified inIWritihg'by mutual consent of both parties.

Accéss‘;t_g_‘Féc‘;ilities° The Contracting Officer shall

have access to the Contractor’'s facilities at any

'réasonabie time for the purpose of inspecting and ob-
vserving-thé status and progress of the training program
.and_trainées..

_Reporting Requifemehfs. (a) The Contractor shall ra-

"port'to the Cohtfaeting Officer the name of each

trainee accepted and employed for training.
(b) Upon termination of any trainee or upon com-

pletion of the training period by each trainse the

| Contrééfor'sh311 fﬁrnish the Contracting Officer with

a report.
'(c) ‘Reporfs Sha11=be made on forms furnished for

the various ﬁﬁrp@ées by the Contracting Officer and the

- Contractor shall furnish all informatiocon re@uireﬂ by

the forms.
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The Partiesvrecognize that processes and teéhniques in
thé>06ﬁffédfofisvbusineés are subject té.change from

time to time'aﬁthhat‘suchkchanges may result in changes

in the fréihingAaffbfded»fréinees, Whén”chahges in the

Training Program are desirable, the Bureau of iIndian

Affairs shall be furnished a current Training Frogram,

'whichzshall'not‘be»plaéed into effect untilvappyeved

By tﬂéicohfrééting Officerg ‘

The Parties recogﬁize that due to}the nature of the
Contractor's busineés7 it wili_be‘neeeséary from time
to time for the Conffactor to use some of the trainees
for shdrt»periods of time on other than the specific

work for which the trainee was employed. The Contrac-

tor shall have the right to do so; howsgver, such time

shall not be included as part of the basic training

period and shall be compensated forvby the Contractor.
A trainee hired in an Approved Training Objective may

be transferred to another Approved Training Objective

whenever the Contractor feels it is in the best inter-
-est of the Trainee's skills, aptitudes, and physical.

adaptation to do so. In cases where the transfer is

effected, the time spent in the first Training Ob-
H

jeetive'shall be applied as training in the second

- Training Objective. The maximum time in the sscond

Training Objective for which the Contractor may claim
reimbursement shall be the training periocd of the sec-

ond Training Objective less the training time congumed
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in the initial Training Objective. Any additional ex-

‘péhseé'heédédzto Cbﬁpléte the second Tfaihiﬂg.Objective

" “$hai1”beMbdfnéﬁE§che Gohtfactbf’ﬁﬁieés aﬁbékfenSion of

15.

16.

the fraining pefiod is approved as providéd under Para-
éfabh‘4:‘ Should the fiﬁe spent in the first Training

Objectivé)exéééd‘thébfraining period in the second

“TraihiﬁgﬂoﬁjectiVe; expenses necessafy.tb comﬁiété the

second Training Objective shall be borne by the Con-
tractor: - .
Individuals previouSly trained or partially trained

who were involuntarily terminated are to be furnished

first consideration for employment and training. The

contractor shall have the responsibility for final se-
lection.

Traininngmpioymehf Schedule.

Job Title ‘ No. Training Period
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January 6, 1969°
PERSONAL AND CONFIDENTIAL

Beginning . in 19 , you received on-the-job.training spon-
sored. by the Bureau. of Indian Affairs. Mr. David Stevens
and myself of Oklahoma State University are attempting to
find out if your training was satisfactory and if you think
it can be changed to better help other .American Indians.
Therefore, I am asking for a few minutes of your time to
answer the questions which are -attached. In this way, you
can help your tribal members and many other American In-
dians who will receive similar training in the future.

To make things as easy as possible for you, a stamped en-
velope has been enclosed for returning the guestionnaire.
I would appreciate your filling out all of the items on
the questionnaire and returning it today.
Your cooperatlon is the key to a successful evaluation of
the program. Let me assure you that your answers will be
held in strictest confidence and will not be seen by any-
one except Mr. Stevens and myself..

Reépectfuliyy
‘Loren 'C. Scott

L.CS/jlb

‘Brnclosures

160
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~ EVALUATION OF ON-THE-JOB TRAINING PROGRAM

Ploase answer e\rery question 6 that we can use your experience to improve the training brogram that others will receive.
Your. answers ' will be. combined with other trainees' answers so that no one wilt know what you write down. Thank you,

1.7 Are you now E] Married?

{Check correlcf" - [0 Single? i
By -.w . [ Other? (Separated, Divorced, Widowed) .

1 2. How many people depend on you to provide at least one-half of- the money to support them? {This-would include both
 those  who five with you and others who you may help support. If none, use a zero.] Write the number in this box.

3. 'We want to know when you were working.and not working, from B : : until the present time.
" ltis'very important that you tell us about your activities for the entire time.

Start with what you were doing in : : and show each job held since then up to the
present time. - : ) : : i

For times when you.were not working, show the dates, writz_a UNEMPLOYED, and say why you were not working.

FROM: EMPLOYER ' LOCATION OF FIRM

TO: | WHAT KIND'OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
'MONEY MADE: I ' _ IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
5. . ach ‘ {hour, week or month?} '

FROM: ’ : EMPLOYER = .~ - LOCATION. OF FIRM

o ~ |WHAT KIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: o . |IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
$ each - (hour, week or:month?)

* FORMS ARE CONTINUED ON NEXT PAGE.
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$ __ each

FROM: EMPLOYER LOCATION OF FIRM
- TO: WHAT KIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
$ each {hour, week or month?}
FROM: EMPLOYER LOCATION OF FIRM
TO: WHAT KIND OF WORK DID YOU DO?{ AVERAGE HOURS WORKED PER WEEK
MONEY MADE: IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
$ each » {hour, week or month?) i
FROM: EMPLOYER LOCATION OF FIRM
TO: WHAT KIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
$ _ each {hour, week or month?}
FROM: EMPLOYER LOCATION OF FIRM
TO: WHAT KIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: IF NO LONGER WORKING HERE, WHY DiD YOU LEAVE?
$ each {hour, week or month?} .
FROM: " EMPLOYER LOCATION OF.FIRM
TO: WHAT KiIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: iF NO LONGER WORKING HERE, WHY DiD YOU LEAVE?
$ each (hodr. week or month?)
FROM: EMPLOYER LOCATION OF FIRM
TO: WHAT KIND OF WORK DID YOU DO?| AVERAGE HOURS WORKED PER WEEK
MONEY MADE: IF NO LONGER WORKING HERE, WHY DID YOU LEAVE?
{hour, week or month?)

FORMS ARE CONTINUED ON NEXT PAGE.
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4. ‘When you were_ in fha on-the-jsb: training programA how many WEEKS did 1r take you to learn fo do your job without
help ane the number in this box. _ : . )

5 Whnch of the followmg statements besf describe ’rhe heip fha’r you recelved in laarmng your |ob while in on-the- job
' ’rramlng’ T ’

) [:| The help 1 rece«ved in- learning my [ob was good
» (Checéoi)orregf 0. The he!p | recenved in learning my |ob was acceptable.

D The help 1§ recalved in learning my |ob was’ bad

6 How dld you gef mfo fhe on-the- |ob frammg program7

[:| | went t6 the Bureau of Indian Affairs and asked *hem to pface me in the program

: (Checé:o;)orred 0 The Bureau of lndlan Affairs’asked me to parhcnpa’re in the program.

[:| O’rher (how?)

7. “Which of the following. biest expresses your opinion about +h§ *réining you received?
i o B The fréining.has helped me very much in getting. better jobs.
(Che;é:o:)orrecf 3 .-The training has béen'of some use ‘to me in getting better jobs.

{3 The training has ot helped me get better jobs.

8.~ Which of the following best expresses your opinion about the training you received?
"3 The fraining has helped me very much in making more. money.

{Check cor‘re"c'r 3. The frammg has been of some use. to me in making more money

Box)
O The frammg has not helped me make more money.

9. Do yjou»iprovide ’ov_ér one-half the money. to s,uppor’r.your household?

»“(Check .‘corréé{ | »»Y“e‘S'v g
Bo) T 3 No

10.- ‘Sometime since you entered. training your family may have received money from sources otherthan, your jobs——such as
other. workers in the family, unemployment compensation, social security payments, welfare payments, tribal per:
capita paymenfs, and ofhiers. Which of the following best describes the average -amount of money you have received

" ‘each’ year since” you enfered *ra«mng from  sources other than your jobs? -

N L 1 D NOne
(Chgék correct O 51 - 5509 _
Box} -~ . [ $501 - $1,500
. L D over $l.500 .

" QUESTIONNAIRE CONTINUED ON NEXT PAGE.
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11. ~What did you like about-your training? -

I2 What did you not like ébouf‘ your training? How can the frainiﬁg be changed to better help the American Indian?

-:13. Do you think that your being an Indian has made it hard to find good jobs? If so, in what way?
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