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future workforce neads?

(2) What would be the consequencss of raiaing the anaual H-1B cap?

(3) Does the current H- B program aced to be mformeﬁ in order .to provide industry
appropriate access to temporary foreign workers while protecting the job
opportunities, wages and working conditions of U.S. workers?

I will address each of these in turn.
Tight Labor Muckets and IT Skills Shortages

Proponents of Increasing the annual cap on H-13 visas argue that this increase is
necessary for the IT industry to be able to overcome an acute shormge of skilled U.S. workers.

While there is no dispute that there is strong arowth in demand for workers in the TT industry,
it is much less clear what may be the magnitude of any shortage of akilled U.S. workers to
meet this demand, or whether the domestic labor market will be able ~ as {t has over the last
decade - to satisfy projected job growth.

U.S. employment has been growing rapidly, labor markets are increasingly tight, and
they are likely to remain so. Though this is true for the nation as & whols, IT labor markets
eppear to be pasticularly affected. Employment opporruaities for computel systems analysts,
engineers, and scientists have been growing by 10 percent a ysar — well above the growth of
comparable occupations — and are expecied to contnue growing at a comparable rate through
2006. The Bureau of Labor Statistics (BLS) predicts that the U.S. will require mors than 1.3
million new warkers in IT core ocoupations betweea 1996 and 2006 to fill Job openings
projected 10 0ccur due to growth and the need t0 replace workets who leave the labor force of

transfer to other occupations.
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The IT skills shortage issue is somewhat controversial. Soms industry advocates assert
that there sxist more than thres hundred thousand unfilied jobs within the IT industry, and that
thase vacancies are raising business costs and hurting U.S. competitiveness. Industry poiats 0
a number of other factors to substantiate their assertion of an IT sidlls shortage - large
numbers of warnt ads, hiring bonuscs, aggressive recruiting, and high turnover of IT specialists
within the industry.

On the other hand, critics argue that the IT Industry: (1) overswates the problem by
producing inflated job vacancy data and equating it to skills shortages; (2) continues to lay off
tens of thousands of workers (8.g., Intel, Netscape, Cypress Semiconductor and Silicon
Graphics receatly announced large lay-offs); and (3) fails to tap reservoirs of available alent
by insisting on unineccssarily specific job requhvme und not providing more training (o
davelop incumbent workers’ skills.

One paint of conteadon is the confusion between equating job vacancies and actual -
sidils shortages. While an industry association-sponsored survey indicates that there may be as
many as 350,000 job vacancies in the IT industry, as you wxll hear, the General Accounting
Office (GAO) hus concluded that this does not necessarily signal an acute shortage of skilled
workers. In fact, most industries and firms (perticularly those with rapid employment growth
and high worker tumover) wtu have large numbers of job openings that may not indicate skills
shortages.

While highcr than sverage wags growth can be a reliable Mdicatbr of sidll shortages,
the wage growth record for the IT industry is mixed. Though BLS wage trends far broad
computet-xdamd categories show only average wage growth between 1988 and 1997 for all

3
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categories, it only shows ahove-average wage growth in 1996 and 1997 and only ia the lower-
skill computer-related categories, such as programmers. Al the same time, a variety of
indugtry wage surveys show larger wage increases in 1996 and 1997 in specialized, high-<kdll
occupations. |

The Subcommittee should also tke into congideration other factors that bear on the

question of the scope and duretion of any lebur shoniage io te IT indusuy:

o The curreat “Year 2000” problem is now occupying thousands of IT workers but "
only for the shost-term;

o New technologies are being lntroduced that are creating more efficient ways to
produce software, store and retrieve data, gpccd up computations, aud gencrully
improve the productivity of the IT wark force;

o The number of computer science enrollments has risen significantly in the last two
years (and nearly three-quarters of all IT workers got thelr education in other .
dirciplines).

Consequences of Raising the H-1B Visa Cap
We strongly urge that any decision to raise the H-1B visa cap carefully consider the
possible adverse impact of such a move on the normal procass by which labor markets adjust
to a growing demand for workers. The labor masket should be permitted to adjust to this
increased demand without introdueing unnecessary factors which cuuld delay, if not prevens,
these normal market adjustments. Indesd, the IT labor market has already begun o respond to
the signals of increased demand. A survey of U.S. Pb.D. departments of computer sclence

and computer engineering showed bachelor-level enrollments were up 46 percant i 1996, and

4




4PR-21-1938 12:04 TO:410 JULIE FERNANDES FROM: SCHROEDER, L. P.6/15

another 39 percent in 1997 — nzarly doubling over the two year period.

It is also important to remember that Light labor markats ars good for U.S. workers. A
tght labor market causes employers o raise wages, improve working conditions, and provide
increased training to enable currently employed workers 1o kesp pace with techaology. An
increased demand for trained workers induces educational and job training nstitutions to teach
new giills. With more opportunities for training, workers acquire skills needed o obuin
berter, higher-paying and more secure jobs, thereby creating apen jobs and career ladders for
those just eatering or reentering the labor market (¢.g., young people, minorities, displaced
workers, welfare recipients and other disadvantaged groups). Therefore, tight labor marksts
create incentives for employers and workers to react in ways needed to achieve many of the
Nation’s top priarities: raising wages; providing greater opparmnides for lifelong learning;
ind moving welfare recipients, out-of-school youth, and dislocated workers iato jobs.

However, while tight labor markets are good for U.S. workers, labor markets can . -
sometimes be slow to respond to skills shortages. In these circumstances, it is often argued
that temporary foreign workers are needed in the short-term to provide necessary skills while
the labor market adjusts to provide U.S. workers with the requisite training. Without needed
foreign temporary workers, industries experiencing skill shormges may edjust in ways that do
not serve the short-term or long-term priorities of the country, either by reducing | ot; creation
ar by moving jobs overseas. Fursther, hecause the IT sector is so critical to our global
competitive edge, the U.S. economy could suffer dispropordonat¢ harm if skill shortages do

become acute.
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Because the expanded use of foreign temporary workers may interfars with labor
market edjustments and may maks achieving our other priorities more difficult, we must maks
sure that any increase in the anoual number of foreign temporary warksrs is done with care to
ensure that the use of these foreign temporary workers does not interfere with healthy
adjustments in the labor market.

We must also be cognizant that raising the H-1B cap may subvert the protaction
of U.S. workers that is ane of the key principles undeslying this Administration’s strong |
support of legal immigration. Raising the H-1B cap will amost certainly increase permanent
cmployment-based legal {mmigration and, perhaps, illegal immigration. Nearly half of those
who become permanent employment-based immigrants convert froin H-viss nonlmmigrant
status. Rather than filling 8 temporary labor shortage, convergion fills permanent jobs that will
then not be available to U.S. workers and students who we want to be able and prepared to fill
high-tech jobs in our economy.

The Department of Labor has heard from many concerned individuals and groups on
b issuc of the adverse impact on U.S. workers of relsing the annual czp on He1B visas. |
would like to request that copies of the many letters we have received from thesc people be
included in the record of today's hearing.

The Administration beilsves that our first zesponse 10 meeting the warkfarce needs of
the IT industry should be to provide the nceded skills to U.S. woskers (o qualify them for rr
jobs. The Administration already has taken significant steps to increase our capacity to
enhance workforce skills. The President continues to pursue comprehensive reform of the

Nation’s employment and training system by working with Congress to enact the principles
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erabodied in his GI Bill proposal. Moreaver, in the nistod¢ balanced pudget agreemsnt of last
summer, the President insisted on and achieved the largest incresss in 30 yaars in the Pederal
investmont 0 expend the skills of American workers, including:

. memelermtmmMnmdeada:

o Hope Scholarships 0 make the first two years of post-secondary education
universally available; |

« the Lifclong Learning TeX Credit for e Last 2 years of college and condauing adult
education and training to upgrede worker skills;

o a major increase in employment &nd treining resOUsCes, including increases for
dislocated workers and disadvantaged adults and youth; and

o 2 $3 billion program 1o help long-term welfarc raciplents secure lasting,
unsubsidized employment.

Rurther, the Administration announced several new initiatives at the recant Berkalsy

ConQoaﬁon to help address the growing demand for IT workers:

o A Tabor Department Technology Demonstration projest © tegt innovatve ways of
wstablishing parmerships perween tocal workforce developraent gystems, employers,
training providers and others 1 train dislocated workers in needad high tech skills;

o The expansion and intagretion af America’s Job Bank and America’s Talent Bank ©
allow employers and workers to list and gecess job openings and worket resumes in
one intograicd sysiem; and

o The canvening of four town hall mesdngs by the Commerce Department to discuss

IT workforce needs, identify innovatve practices, and showcase successful models.
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In addition, last week President Clinton and Secretary Herman announced that grants
totaling $1.6 million are being provided to projects in four states to continue highly successful
programs to train dislocarcd workers for high paying jobs in information teclinology.

Finally, with the Technology Literacy Challenge and related educational programs, the
Administration has put strong emphasis on effective use of educational technology to
strengthen our nation’s schools and school-to-work transition. Linking elementary/secondary
schools, institutions of higher education, and business can produce the knowledge, kmow-how, -
and skllls our pation‘s businesses and young people need in IT. This creates opportunities for
business and America’s students alike.

We believe that there is more that can be don¢ to move U.S. workers into high
technology jobs, and we welcome the discussions that may be sparked by this hearing. We are
committed o cantinulng a dialogue with the major stakeholders on this critical woskfosce issus
— government, industry, workers, and education and training institutions — to bettar define |
the workforce needs of the IT industry and develop appropriate solutions to meet these needs
domestically through commitments from each of the siakeholders.

Tn sum, Mr. Chairman, our asseisment of the likely effects of raising the H-1B ccp
reconfirms our strong conviction that our primary public policy response to skills mismatches
due to changing iechnologies and economic restructuring must be to prepare the U.S.
warkforce to meet new demands. Yet we recognize that short-term demands for skillls may
require that we develop a balancad, short-term response to mest urgent needs while we
aotively adjust to rapidly changing clrcumstances. However, increased aumbers of wmporary
foreign workers should be the last — not the first — public policy response to skills shorages.
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Given this broader contaxt, let me now nrm 10 the third of the issues I listed — the

preising need for reform of the 1-1B nonimmigrant progrm:

stay for as long a8 six years), to meel ghort-term, high-sidlls employment needs in the
domestic labor market. Temporary yisa programs, like H-1B, are intended to allow employers
who asc faccd with @ domestic skills shortage % have 8ccess 10 EmpOrATy forelgn workers '
with the requisit gkills while the domestic Jabor masket makes appropriate adjustments.
However, there exlst serious structural flaws in the current H-1B program. These
qaws are documeated in & May 1996 report by the Department's Inspeeter General Q). 1
would ask the Subcommittes to acsept the 1G's full repdst ig the reoord of today's hearing.
Tne IG found thet, daspie the Jegisiadve intent:
« .. the (H-1B] progre® does not always meet urgent, short-term dernand for highly--
skilled, unique individuals who are not available ia the domestio work foree. Instcad,
it serves asa probationary try-out employment program for illegal aliens, foreign

students, and foreiga visitors to determin® if they will bé gponsored for permanent
gtatus.”

'Iﬁo JG also found thet “some [11-1D] employers use alien labor to reduce paysoll costs
either by paying less than the prevailing wage 10 their own alien employees of treating these
sliens a8 independent contractors, theredy avoiding retated payroll and administrative coss.”
1t found, in addition, that “other [H-1B] employers ar® ‘job shops’ whose business is 10
provide H-1B alian contract labor to othar employers.” The 1G concluded that the H-1B
program does lintle (o prouct the jobs of wages of U.5. workers and it recommended
climinating the currsnt program and establishing a new program %o fulflll Congress’ intent.

S
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Employers obtain H-1B workets by simply filing 3 laber condition application @LCA)

with the Deparument affirming that they have €0
o that the higher of the Jocal prevailing fate Of the wage
similarly-employed workers will be paid to the foreign WOTKers;

mplied with four requirements:

paid to the employer's

o that no strike or lockout exists involving the occupation;

o that the employment of H-1B nonimmigrants will not adversely affect the worhng
conditions of U.S. workers similarly employed.
than review these attestations for

By law, the Labor Department can do no more

completaness and obvious inaccuracics — @ determine whether ab employes checked all of e
poxes, made no flagrant errors, and signed the aastation — &ng must do so within 7 days of
recelpt.
the availability of qualified U.S. -

Becsuse current law does not require any test for
workert in the domestic labar market, many of the visas under the current ciap of 65,000 can
be wied by employers © hire foreign WOTkers for purposes other than moeting & skl

current law does not require US.
|B workers as d conditon for gainin

1B workers for up © 6 years

shortage. Is. addition, employer © promise not to lay off
g access W0 these

U.S. workm and replace them with H-

and it allows employers to retam H—

forelgn temporary workess,
is right.

“emporusy” need. We simply do not peligve this
ed the Congress amend the H-
y for many U.S. businesses and

to ill 2
In 1993 the Adminigtration ask 1B nonimmigrant
thess structural problems. Unfortunatel

program address
not been eracted. The amendments

workers, these amendmeats have

requested in 1993 were

10
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carefully designed to easure continued business access to needed high-skill workers in the
international labor markst while decreasing the H-1B program’s suscaptibility to misuse w the
detrimsnt of U.S. workers and the buslnesses that employ thew. Briafly stated, the
amendments would require employers which seek access (0 tempomiry foreign “professional”
workers to also attest that:

¢ they have taken timely and significant steps {0 recruit and retain U.S. werkers in

thesc occupations; and

o they have not laid off ar otherwiss displaced U.S. warkers in the occupations for

which they seek nonimmigrant workers in the periods immaediately preceding and
following their seeking such workers.

Enactmant of these reforms will help employers actually facing sidlls sﬁortngcs,
including those in the IT industry, obain needed workers through the H-1B program. Under
existing law, employers facing skills shortages must compete for available visas (up to the cap
of 65,000) on a first-come, first-served besis with other employers that do not face such
shortages. Thus. amunént of the proposed amendments would reduce pressure oa the visa
cap by sorcening out cmploycrs that are not faced with skills shortages and have no anw in
recruiting U.S. workers.

If the Administration’s reforms are not implemeated, as the Inspector General has
pointed out, the Labar Department will not be able to easure that the intended purposes of the
program are actually served. The H-1B program exists to ensure that U.S. employers can

weet shosi-lerm lbor nasds by limited accesy w the international labur markst. Under current
law, the government cannot ensure that employers use the H-1B prbgram for its intended

B!
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gevelop and utilize e skills of U.S. workers.

Increased reliance on TP ould, at most, oaly be & small past of the
don and must be viswed 84 |
grther, let me repest that ref

program 804 providing appropriate
allocate 8 greater share of H-

salu o minos complement to the development of the U.S.
orm of tne H-1B program 18 essential 10 eliminating

rkers. Enactroent

workforee. T
protections for U.S. wo

abuses under the
{B visas W0 employets facing

of these reforms would effectively

actual siills shorages.
1 approciaic the {nterest stowi bY dic Subvommines and staft in our views, ang yous

them, The Department looks fc_)rward to continuing o work

thoughtful consideration of
closely and copperstively with you and yous gtaff on thess 185ueS
Mr. Chajrman, that concludes my prepared statement. 1 would be happy 0 respond 10
aay questions.
12
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Record Type: Record

To: Julie A. Fernandes/OPD/EQP, Cecilia E. Rouse/OPD/EOP
cc: Larry R. Matlack/OMB/EOP
Subject: Additional comments on H-1B legislative language

Below are technical comments on the proposed H-1B legislative language that DOL prepared for the
deputies meeting last Friday. Please let me know if you have any questions about our suggestions.
Thanks--

Recruitment of United States Workers Prior to Seeking Nonimmigrant Workers.

One of the provisions in this section amends the "actual wage" definition to include benefits in
addition to salary. Currently, the employer either pays the immigrant worker the actual wage paid
to similar workers or the prevailing wage (as determined by DOL) for the occupational classification
in which the immigrant will be employed.

It appears as drafted that DOL would not have to conduct additional wage surveys to determine the
benefit level, but would instead simply check employer records to make sure they are providing the
same level of benefits to the immigrant worker. We should get DOL's interpretation of this
provision to make sure it is in line with our reading. One concern about the provision is that it only
applies to the "actual wage" and not to the "prevailing wage."” This may provide an incentive to
an employer to use the prevailing wage instead of the actual wage in order to avoid paying
benefits.

Therefore, we recommend adding the same benefit requirement as drafted to the "prevailing wage"
section.

New Visa Category Proposal. Creates a new temporary visa category (H-1C) for very high skill
levels (master's degree or a bachelor's degree with 5 years specialized experience) instead of
raising the H-1B visa cap.

We recommend changing the b year experience requirement to 3 years. Given the "priority

" workers" (as defined by the Immigration and Nationality Act, aliens with extraordinary ability,
outstanding professors and researchers, and certain multinational executives and managers) only
have a 3 year experience requirement, the 5 year requirement appears too high.

In addition, we recommend that this section be drafted into legislative language and clarify that
this is a temporary visa increase which sunsets after 5 years.



Recruit/Retain

1. DPC/NEC Proposal (Modified from Kennedy-Feinstein language)

Pros:

e Leaves decision regarding how to recruit effectively in U.S. labor market up to the
employer based on “industry standards”

e “Performance based” approach - recruitment must be “unsuccessful,” meaning that
either no U.S. worker applicants or that U.S. worker applicants not as well
qualified as foreign worker being sought - and would likely encourage hiring of at
least some U.S. workers

e Definitions of “industry standards” and “unsuccessful” would be developed and
finalized through notice-and-comment rulemaking in which industry-users of H-1B
program would have significant input

e Places no real burden on employers who use the H-1B program to supplement their
largely U.S. workforce consistent with the statutory intent of the program

o Will likely require some behavior changes by “job shop” users of the H-1B
program; may reduce applications/usage of visa numbers under the cap by
employers NOT facing labor/skills shortage

o Consistent with approach advocated for five years by the Clinton Administration, in
our GATS/WTO commitments, and publicly supported in other immigration bills

Cons:

e H-1B employers do not want to have their hiring decisions subject to second-
guessing by DOL through enforcement

e H-1B employers want to be able to hire whoever they think is “best” for the job,
irrespective of foreign vs. U.S. worker (and, as above, don’t want to have to
defend their decision-making in this regard)

o Will likely require some behavior changes by “job shop” users of the H-1B
program

o May require some additional recordkeeping by H-1B employers regarding their
applications/hiring decisions???



Defining “unsuccessful” through notice-and-comment rulemaking will be
contentious - some will argue that only the employer can decide who is best
qualified/should be selected and others will argue that employer should be required
to hire any “qualified” U.S. worker

DOC Proposal - understood to be that employer attests based on choosing from a
list of various recruitment methods

Pros:

Easy for employers to understand and comply with

Similar to approach used in permanent labor certification and expired H-1A
nonimmigrant nurses program

From employer perspective, does not subject their hiring decisions to second-
guessing by the government through enforcement (only their recruitment activities)

Cons:

Does not require employers to do anything different than already doing

Similar to approach used in permanent labor certification program - OIG called
“sham recruitment”

- “Procedure based’ requirement - as long as the employer does what he/she commits

to do doesn’t matter whether any U.S. workers hired

Less likely to encourage any greater hiring of U.S. workers



Displacement/No Lay Off

1. DPC/NEC Proposal (Modified from Kennedy-Feinstein language - perhaps with
further modification to change six month to 90-day period)

Pros:

e Protects some, though fairly narrow category of, U.S. workers - both employees
and contracted/leased/temporary workers — from being laid off or otherwise
displaced/replaced by foreign temporary workers

o Consistent with approach advocated for five years by the Clinton Administration, in
our GATS/WTO commitments, and publicly supported in other immigration bills

Cons:

e H-1B employers do not want to have their termination decisions subject to second-
guessing by DOL through enforcement

e H-1B employers want to be able to hire whoever they think is “best” for the job,
irrespective of foreign vs. U.S. worker (as above, don’t want to have to defend
their decision-making in this regard) and irrespective of whether they have
terminated U.S. workers in the same occupation, no matter how narrowly defined

2. DOC Proposal - not seen; understood to be based on concerns that employers with
decentralized operations can’t effectively coordinate termination and hiring
decision-making among their operations and, thus, employers would (as we
understand) attest to steps chosen from a list of internal recruitment procedures

Pros:

e “Procedure based” requirement which is easy for employers to understand and
comply with (though still requires employer to coordinate among decentralized
operations which DOC sees as principal objection to DPC/NEC proposal)

e From employer perspective, does not subject their termination decisions to second-
guessing by the government through enforcement (only their post-lay off internal
recruitment activities?)



Cons:

e Does not protect any U.S. worker - employee, contractor, etc. - from being
terminated to be replaced by a foreign temporary worker

e “Procedure based” requirement does little to affect employers’ behavior with
respect to their U.S. workers by conditionally limiting access to foreign temporary
workers

e May not require H-1B employers to do anything other than what they are already
doing

e Still does not overcome DOC’s principal concern that decentralized employers will
have to coordinate among dispersed operations

In both cases, the basic issue is whether we want to affect employers’ behavior
with respect to U.S. workers as a condition of access to foreign temporary
workers. DPC/NEC language would do so; DOC alternative (as understood)
would not.



C ongress has only a few weeks left to

increase the number of “H-IB visas”
U.S. companies can use to temporarily hire
foreign professionals to fill the void in
Americas high-tech workforce. If the cap

isn’t raised by late-May, job vacancies will -

put critical work on hold or force it over-
seas. The U.S. could lose its edge in the

global marketplace—and lose jobs.

Support Sen. Spencer Abraham’s American
Competitiveness Act (5.1723). It will raise
the cap on the number of foreign profes-
sionals who can temporarily fill high-tech
jobs while American workers train. And it
will maintain US. leadership in world mar-
kets. American jobs depend on it—there’s

not much time.

A BL l | American Business for

American Council on International Personnel
American Electronics Association

American Immigration Lawyers Association of America
Business Sofrware Alliance

Computing Technology Industries Association

Electronic Industries Alliance

Information Technology Association

Narional Association of Manufacturers
National Technical Services Association

Legal Immigration

International

Small Business Survival Commirtee

United States Chamber of Commerce

PASS THE AMERICAN COMPETITIVENESS ACT TODAY!

Semiconductor Equipment and Materials

Society for Human Resource Management




Some people are afraid of competition
and would rather remain in the past...

But, other people believe competition
is the path to progress.

H.R. 10 is The Path to Progress and
Future Economic Growth

Support H.R. 10

Paid for by the American Insurance Association and the American Council of Life [nsurance
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Clinton
opposes
higher
visa cap

H High-tech needs: :
Focus on ‘home-grown skills,” :
commerce chief says. - '

BY MiRANDA EWTLL
Mrreum Hovs Skaf! Writa

The Cludwa adminiscraten will
not support an inereasc In the nwa-
ber of siliad immigrants permited
to worlc for the high-teeh industry
Lo lielp ease 3 worker shortogs that
business leadery sny i reaching
crsls proporions.

Serretary of Cammerve Wiiliam
Daley celled an increase in the cur
rent enp oo H-1B visas “politically
ol feasible" at & nadonsl convoca-
Gon on the Informution-tevhnolofy
worlfarne shortage held Monday
in Qakland.

“We must for12% an hame-rown
sills" Diluy wold the gathering of
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ing tha solutan wil come in new
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educadon ’
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ities," Daley sald '"Talk o U
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© oppartwilies that are there,” Daley
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The conference, which wis on
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1.5 Departments of Commerce
and Educulion, apd the Unlversity
of Caliomiodlerkeley, kicked off
what bisinees hapes will become a
parindal diziogue on the need for
Wwore computér pro(essionals. A

See IMMIGRANTS, Fage 3C
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Higher visa cap for
skilled workers is
opposed by Clinton
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Ruley and Depuly Swretay of Labor
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tiatives.
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lion-technology gruluules yearly.
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RAIATLIN
“dlsty can't wait for govera-
merl 12 coate up With same 3ol
don,” Wulsy seif. “Petuen)’y that's
nul paing % happen, i niy opiriot”
ey Dusincss leaders,
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5=, vice president of cor-
porate xifim for Oracle. said Indut
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clanges and colled the commerce
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tecnnalegy services firm, waned
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Davis, Calif.

eaders of recent reports

about a shortage of

computer program-

mers would be baf-

fled if they also knew

W that Microsoft hires

only 2 percent of its applicants for
software positions. Even among
those applicants whom Microsoft in-
vites to its headquarters for inter-
views, according to David Pritchard,
the director of recruiting, the compa-
ny makes offers to only one in four,

You don’t have to be a “techie” to
see that such a low ratio, typical for
the industry, contradicts the claims
of a software labor shortage. If com-
panies were that desperate, they
simply could not be so picky.

The real story here is more pro-
found: the rampant age discrimina-
tion in the industry. High-tech com-
panies save money by shunning most
midcareer programmers and focus-
ing their hiring on new or recent
college graduates, who are cheaper
and can work lots of overtime.

As a result, careers in the pro-
gramming field tend to be short-
lived. According to a survey conduct-
ed by the National Science Founda-
tion and the Census Bureau, six
years after finishing college, 57 per-
cent of computer science graduates
are working as programmers; at 15
years the figure drops to 34 percent,
and at 20 years — when most are still
only in their early 40’s — it is down to
19 percent. In contrast, the figures
for civil engineering are 61 percent,
52 percent and 52 percent. As one
industry executive stated a few
years ago at a stockholders’ meeting
when asked about corporate down-
sizing, “The half-life of an engineer,
software or hardware, is only a few
years.”

Those claiming a software labor
shortage point to low unemployment
rates, but such data have little rele-

Norman Matloff is a professor of
computer science at the University
of California at Davis.

vance. A programmer who becomes,
say, an insurance agent after failing
to find programming work counts in
the statistics as an employed insur-
ance seller, not an unemployed soft-
ware worker.

Nor do salary trends indicate a
shortage. The average increase in
wages for programmers in the past
year was only 7 percent — and that
tigure is skewed upward by the lucky
few with hot new software skills who

command higher pay.

Employers justify shunting aside
midcareer programmers on the
ground that they lack skills in the
latest software languages. Yet even
if a programmer takes a course in,
say, the new Java language, employ-
ers will still tend not hire him or her
for a Java project. “Taking a course
is just not going to work for a senior

T —————

Age discrimination
in the computer
industry.

person, given his salary,” said Mary-
ann Rousseau, an employment
agent. Why hire a retrained but more
expensive 40-year-old when a cheap-
er new graduate is available?

And the skills issue is a red her-
ring; any competent programmer, if
given a chance to learn on tire job,
can become productive in a new soft-
ware technology within a few weeks.

Nevertheless, the Information
Technology Association of America,
an industry trade group, is asking

- the Federal Government for financ-

ing to increase the number o( stu-
dents enrolled as computer science
majors. The trade group also wants
an increased quota of temporary
work visas for foreign program-
mers, in spite of a Labor Department
tinding that abuse in the program,
like paying foreign workers lower
salaries, is rampant. From 1990 to
1996, employer applications for visas
for foreign programmers mush-
roomed by 300 percent, even though
software jobs increased by only 40
percent in this period.

College computer science enroll-
ments exploded by 40 percent last
year. But once word gets out that the
half-life of a techie is only a few
years, how many will see it as the
fast track to money and success? O

o
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'Debunking the Myth of a Desperate Software
Labor Shortage

Norman Matloff

footnote: Dr. Norman Matloff is a professor of computer science at UC Davis, and was formerly a
statistics professor at that institution. He is also a former software developer in Silicon Valley. This
document will be frequently updated, at http://heather.cs.ucdavis.edw/itaa.html See also the author's article
on the same topic in the American Programmer, January 1998. Related information is available from the
American Engineering Association, http://www.aea.org/aea/.

Department of Computer Science
University of California at Davis
(530) 752-1953
matloff@cs.ucdavis.edu

January 22, 1998

Overview and Executive Summary

““Vaporware." That is the term used in the software industry when a firm announces a new product
which actually does not exist. Extending the term a bit, one can say that the industry's latest
vaporware is the claim of a desperate software labor shortage. The fact is that there is no such
shortage.

Due to an extensive public relations campaign orchestrated by industry trade organizations such as
the Information Technology Association of America (ITAA), American Electronics Association,

footnote: Not to be confused with the American Engineering Association, which has rebutted the claims
of a shortage.

and the National Software Alliance, a rash of newspaper articles have been appearing, claiming
desperate labor shortages in the high-tech industries. Frantic employers complain that they can not
fill many open positions for computer programmers. (We use the term programmer to include
software developers having various job titles, including software engineers, system analysts and so
on.

footnote: Many analyses of the software labor market place far too much emphasis on job titles among
software developers. The fact is that the various titles are typically “*distinctions without a difference.”
For example, someone writing code for an automatic teller machine might have a Programmer title if
he/she works for a bank, but if the bank outsources the same work, the same worker doing the same work -
might be called a Software Engineer or Computer Engineer. In our Computer Science Department at UC
Davis, the support staff with Programmer titles would, for doing the same work, be called System
Administrators by many other employers, and so on.

)

Yet readers of these articles would be perplexed if they also knew that Microsoft, for instance, only

http://heather.cs.ucdavis.edu/itaa.real.html 1/26/98
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hires 2% of its applicants for software positions. One does not have to be a ““techie" to see the blatant
contradiction here. If employers were that desperate, they would certainly not be hiring just a
miniscule fraction of their job applicants.

Contrary to the claims of the industry lobbyists:

* There is no desperate software labor shortage. There are open positions, yes, but employers
hire only a tiny fraction of their applicants for those positions.

* The allegedly ““desperate” employers are actually willing to hire only from three subgroups of
the programmer labor pool:

* New or recent college graduates, who are cheaper than established programmers.
* Foreign nationals on work visas, who often work for lower pay.

* Those few mid-career programmers who are fortunate enough to have work experience
in a currently-""hot" programming language.

* Itis not a seller's market." Most programmers are getting yearly salary increases similar to
those of U.S. workers as a whole, rather than the huge pay hikes cited by industry lobbyists for
certain narrow segments of the software labor market.

* The industry claim of a low unemployment rate for programmers is highly misleading.
Employers typically shun the mid-career (age 35-55) workers, in favor of much less costly
new or recent college graduates who have lower salaries, forcing many mid-career people out
of the programming field. The former programmer who becomes an insurance agent counts in
government statistics as an employed insurance seller, not an unemployed programmer, so
unemployment rates do not give an accurate picture of the employers' general refusal to hire
the mid-career workers.

* Contrary to the industry's image of employer desperation, employers automatically reject
mid-career applicants unless they possess a very specific software skill, an unreasonable
practice akin to what would happen if Chevy dealers refused to hire seasoned mechanics with
experience on Fords.

* Contrary to claims made by the ITAA, university enrollment in computer science curricula has
responded quite well to market demands.

* Employer hiring of foreign nationals, rather than being based on “*need," is often motivated by
the fact that those workers will often take lower salaries.

Many critics believe that access to cheap labor---both in the form of foreign nationals and new
college graduates---is the ““hidden agenda" behind ITAA's campaign to develop an image of a
software labor shortage in the public consciousness. Though ITAA's Harris Miller has denied this in
the case of foreign nationals ( Electrical Engineering Times, December 8, 1997), the ITAA has stated
that its " number one priority" in 1998 will be to push Congress to increase the yearly quota of H-1B
work visas ( San Jose Mercury News, November 21, 1997).

footnote: See also the letter to the editor by William Archey, President of the American Electronics
Association, San Jose Mercury News, January 18, 1998, calling for an increase in the H-1B quotas.

http://heather.cs.ucdavis.edu/itaa.real.html 1/26/98
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Even the data of the industry lobbying group, the National Software Alliance,

footnote: Software Workers for the New Millenium, National Software Alliance, Arlington, VA, January
1998.

shows that the number of H-1B work visas requested by industry for computer programmers
increased by 352% from 1990-1995, during which time the number of programming jobs increased
by only 35%. Clearly, the H-1B issue is a powerful factor motivating the industry's recent public
relations campaign claiming a labor shortage.

Similarly, savings in salary costs seem to be the motivation behind ITAA's (false) claim that
university computer science enrollment is currently on the decline. As stated above, that enrollment
does in fact respond to market demands, but since the industry has been focusing its hiring on the
cheaper new and recent graduates, employers feel the larger that pool is, the better.

The fact is that the industry lobbyists are not doing right even by their industry constituents, because
under current hiring policies the employers are shooting themselves in the foot:

footnote: One might ask, ““How can the hiring policies of the industry be *wrong,’ in view of the great
success the industry has enjoyed?" The answer is that since most employers use the same hiring policies, a
poor policy does not give any of them a competitive disadvantage. Moreover, the industry is not good at
management, such as in assessing employee talent. Studies have shown that programmers who are twice
as productive are paid only 10% more. ( Peopleware: Productive Projects and Teams, by Tom DeMarco
and Timothy Lister (Dorset House Publishing Co., 1987.)

* Employer obsession with skills is resulting in sharp increases in salaries within the very
narrow segments of the software labor market corresponding to those highly-specific skills.

footnote: The lack of accounting for such employer pickiness on “skills" is a central problem in a
recent report by the Urban Institute, Skill Mismatches and Worker Shortages. In spite of the
promising title, the report's quantitative analysis does not take into account the skills issue. For
example, the Urban Institute authors express surprise that salary data from the Bureau of Labor
Statistics do not show the big rise in wages found in surveys commissioned by the ITAA. Yet the
reason for the discrepancy is that the ITAA-commissioned surveys specified jobs in which
employer insistence on specific skills has led to large increases in salaries in those jobs.
Numerous points throughout the Urban Institute report can be easily resolved in this manner.

(Again, programmers outside of those narrow segments are not experiencing sharp increases in
wages.)

It is simply not cost effective to pay someone $10,000-15,000 more in salary simply because
he/she knows Java, given that any competent programmer can learn Java and be productive in
it within a couple of weeks.

So employers are shooting themselves in the foot under their current policies.

* The fact that the industry pays a premium for certain skills is resulting in frequent job-hopping
by programmers who are out to maximize their salaries. Employers say they place high value
in finishing projects under deadline. Yet if a programmer who knows a project inside out
suddenly leaves the employer in the lurch by jumping to another company, clearly this has a
sharply adverse effect on the first employer's ability to complete the project on time.

So here too, employers are shooting themselves in the foot under their current policies.

http://heather.cs.ucdavis.edu/itaa.real.html 1/26/98
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* By using unimportant skills as their resume’-screening criteria, employers are not using the
criterion which far outweighs any other: General programming talent. The best way to ensure
success of a software project---finishing under a short deadline, minimizing the number of
program bugs, maximizing innovation and so on---is to hire talented programmers, not people
with specific software skills.

So again employers are shooting themselves in the foot under their current policies.

The fact is that although employers shun the mid-career programmers in favor of new college
graduates and foreign nationals in an attempt to reduce personnel costs, if the employers were to
utilize a more broad-based hiring policy, then their overall costs (not to mention headaches) would
actually decrease.

There Is No Desperate National Shortage of Computer
Programmers

There are a number of open positions, but employers are not willing to fill them with most
programmers who apply for them, as can be seen from the extremely low percentages of applicants
whom they actually hire, such as:

footnote: Microsoft: Associated Press ( Tacoma News Tribune), May 13, 1997; Deltanet: Patrick
Schmidt, interview by the author, November 5, 1997; ECbridges: Raymond Lin, interview with the
author, November 7, 1997; Flashpoint, Francine Beanan, interview with the author, October 31, 1997;
Broderbund: Mary Bjornstad, interview with the author, October 31, 1997; American Management
Systems: Washington Post, November 30, 1997.

Microsoft 2%
Deltanet 1%
ECbridges 2%
Flashpoint Technology 2 to 5%
Broderbund Software 1%
American Management Systems 2%

There is simply no room for argument here---these low hiring rates flatly contradict the industry
claims of a desperate labor shortage. Indeed, the fact that employers can be so picky in their hiring
demonstrates an oversupply of labor.

The situation is typified by the fussy John Otroba ( Washington Post, November 30, 1997), who

... has no shortage of incoming resumes. When he logs onto his office computer every
day, he has at least 50 in his electronic mailbox...But only about one in 12 resumes
leads him to pick up the telephone to call the job seeker. Some don't pass that screening
step. Of those who come in for an interview, fewer than a quarter are offered jobs
[making an overall rate hiring rate of under 2%].

In other words, there is no shortage of ““bodies," i.e. there is no shortage of experienced computer
programmers. The problem is that employers are not willing to hire them. Employers are only willing
to hire from three narrow categories of programmers:

http://heather.cs.ucdavis.edu/itaa.real.html 1/26/98
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* New or recent college graduates, who have cheaper salaries.
» Foreign nationals on work visas, who have cheaper salaries.
* Programmers who have experience in certain highly-specialized software technologies.

It should be emphasized that tiny hiring rates seen above are for programming positions, not for, say,
marketing jobs. In my own interviews, for instance, I was very specific in asking for rates for
programming jobs.

The companies' resume'-scanning machines search for key words corresponding to currently-""hot"
skills desired by the employer. Any resume’ lacking these words is rejected, untouched by human
hands. The same is true for the employment Web sites set up by most companies in the industry,
which filter responses based on skill sets and reject any applicant who lacks the given skills.

Moreover, the industry claims of a labor shortage are even more strongly contradicted by the fact that
even among applicants who have the skills demanded by ““picky" employers, few are made offers.
Patrick Schmidt of Deltanet notes that programmer employment agencies will only refer an applicant
to an employer if the applicant is an exact match to the skill set defined by the employer---and yet
even then Schmidt says he hires well under 10% of such applicants, due to the large number of
agencies which send him applicants. Microsoft recruiting head David Pritchard told ABC Nightline

footnote: January 1, 1998.

that even among those applicants whom the firm invites to Redmond for an interview---again, those
who have already been prescreened for skill matches, the firm makes offers to only about 25 percent
of them. We saw the same low offer rate for American Management Systems above.

footnote: Note that the Microsoft and American Management Systems rates of 25% are for offers, not
hires. Thus the low rates cannot be explained away, for instance, by postulating that an applicant gets
multiple offers but can only accept one.

Rampant Age Diserimination.o.at Age s

Mid-career programmers actually have a very difficult time finding programming work, so much so
that large numbers of them leave the field.

There are two underlying factors here:

* Older workers often lack the most up-to-date software skills.

* Employers like to hire new or recent college graduates, because they work for lower salaries,
and they generally are single and thus can work large amounts of overtime without being
constrained by family responsibilities. Employers may also perceive that the new graduates
have more modern skill sets, though this effect is limited.

footnote: The new graduates may know Java, for instance, but not TCP/IP, SAP or any of the
literally hundreds of software technologies in use today. There is no way a college curriculum can
teach them all.

Intel lobbyist Eva Jack conceded to Computerworld magazine ( IEEE Computer, February 1996) that

http://heather.cs.ucdavis.edu/itaa.real.html 1/26/98
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the firm often focuses its hiring policy on new graduates. Tim Jackson's book, Inside Intel (Dutton,
1997), provides a number of disturbing details:

* FACE Intel, an employee activist group, discovered last year that Intel policy had been that
70% of its hires would consist of new graduates.

* Intel has also been the defendant in several age-discrimination lawsuits, including by one of its
top salesmen, 40-year-old Bill Handel, who Jackson reports “*was a great deal more expensive
to keep than a newcomer only a few years out of college."

* Intel's policy apparently was instituted in response to a suggestion *“by management
consultants who feared the company was aging too fast, [recommending] easing older
employees out of the company and replacing them with younger ones."

* Craig Barrett, Intel's Chief Operating Officer, replied to a corporate downsizing question
raised at a stockholders' meeting dismissively, commenting **The half-life of an engineer,
software, hardware engineer is only a few years..."

Intel's focus on new or recent college graduates is so intense that it even has a special acronym for
the term, RCG (Recent College Graduate), which dominates its employment recruiting literature.

Employment agents tell the story clearly. Andrew Gaynor notes

footnote: Interview with the author, July 1, 1996.

that anyone with 10 or more years of experience without currently-""hot" skills “*is at a complete
disconnect” in finding work. Susan Miller says

footnote: Interview with the author, June 26, 1996.

that former defense industry programmers " are usually shunned by the industry. I get a tremendous
number of resume's from them but I can't place them." Gaudi Lucca told the author in August 1997
that very few programmers with 10 or 15 years of experience but lacking current skills would be able
to find programming work. And Kim Lee, of the Network Connections employment agency in the
Silicon Valley remarked,

footnote: Interview with the author, June 26, 1996.

“"In 1988 the employers would have retrained [mid-career] people but they're not desperate enough to
do so today."

Many employers' insistence on hiring only programmers who have a specific software skill is sincere,
though again, misguided since any competent programmer can learn a new software skill quite
quickly. But for too many employers, especially the ones who lobby heavily in Congress, the skills
issue is just a red herring, a pretext for avoiding the mid-career programmers and hiring cheaper
workers. Age discrimination is rampant in the industry, as more and more employers focus their
hiring on the cheaper new college graduates. We have seen this above for Intel, for instance. It has
also been described for Microsoft. ( The Microsoft Way, by Randall Stross, Addison-Wesley, 1996.)
A hiring manager in a Silicon Valley firm who is a former UC Davis student told the author,

footnote: March 28, 1997,

http://heather.cs.ucdavis.edu/itaa.real.html ' ~1/26/98
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Well, I want to state that this is in my opinion not a good policy, but the top
management in our company has directed us to focus our hiring on new or recent
graduates only. These are people who have no family and can work long hours. Yes,
salary is a major factor; that's what it boils down to. You work the young ones for five
years and then replace them. I have objected to this, because I believe that many of our
projects are being hurt by the fact that everyone is so inexperienced.

Prominent software project management guru Edward Yourdon comments, *...a lot of [mid-career]
programmers have disappeared---I've visited organizations that used to have 100 software
people...then returned two years later to find that the staff had been reduced to a dozen younger and
less expensive people.” ( The Rise and Resurrection of the American Programmer, Yourdon Press,
Prentice-Hall, 1996.) He then notes that a major trend (in the computer applications realm) has been
to replace mid-career workers with ““cheap, young C++ programmers.”

A July 14, 1997 article in the Washington Times reported:

Lockheed Martin Federal Systems of Gaithersburg...is working hard to nab its share of
qualified graduates from area schools. By the end of this year the 2,300-employee
defense contractor will have hired about 500 people, two-thirds of them recent college
graduates. Next year the company, which focuses on computer systems integration,
software development and technical systems for satellite navigation and surveillance,
expects to hire the same number, but officials hope about 90 percent will be recent
graduates.

The article then quotes NeuroSystems CEO Ed Robertson as to why the new graduates are so
attractive: " If we go out to the marketplace and find a 40-year-old software engineer, we'll have to
pay that individual more."

One CEO (Bob Forman of IMI Systems) who heard me speak on this subject approached me after
my presentation and said, quite angrily, "~ You are wrong that the industry does not hire mid-career
people who don't have hot skills. My company is anxious to hire as many programmers as it can get."

footnote: Forman is also quoted in a similar comment in Computerworld, January 19, 1998.

I then proposed that my wife, a software engineer with 15 years of experience, send his company her
resume’, and that if the resume’ were rejected without an interview, I use his firm as an example in
my future writings on this topic. He quickly backpedaled, saying that my wife's resume' might be
rejected because the firm perceives that her salary is too high. My reply was that this indeed is the
problem. The industry claims there is a shortage of workers when what they really mean is that there
is a shortage of cheap workers.

As a result, most careers in the programming field are short-lived. Below are data, extracted from the
National Survey of College Graduates in 1993, showing the percentage of computer science
graduates working in software development various numbers of years after they finish school:

vrs after degree % working as progrs
6.5 57%
8.5 57%
10.5 47%
12.5 42%
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14.5 37%
16.5 34%
18.5 29%
20.5 19%

Five years after finishing college, about 60 percent of computer science graduates are working as
programmers; at 15 years the figure drops to 34 percent, and at 20 years---when most are still only
age 42 or so---it is down to 19 percent. Part of this attrition is voluntary, but most are forced to seek
other work when they see the handwriting on the cubicle wall: Employers do not want to hire
mid-career programmers.

footnote: As noted earlier, because people who cannot find programming work leave the field,
unemployment statistics for programmers are meaningless.

It should be noted that other technical fields do not show this rapid decline of work in their field. For
example, consider civil engineering majors. Six years after graduation, 61% of them are working as
civil engineers, and 20 years after graduation, the rate is still 52%. So, careers in programming are far
shorter than in civil engineering, even though both fields are technical and require attention to detail.
The difference is that skill sets change rapidly in programming, but not in civil engineering. And
again, it is not that programemrs are incapable of acquiring the new skills, but rather that the
employers won't give them that chance.

Such policies have spawned a cottage industry in self-help books for programmers who find that they
are no longer desired by employers, such as The Computer Professional's Survival Guide, Downsized
But Not Out: How to Get Your Next Computer Job and The Programmer's Job Handbook: The Skills
You Need for Long-Term Job Security and Programming Success.

University students are beginning to be aware of this problem, and though computer science
enrollment trends are currently on the upswing (more details below), in the future this may deter
many of them from pursuing computer science majors. An article in the January 13, 1998 edition of
the New York Times says that

[current Stanford computer science student Graham Miller] is already thinking about an
exit strategy [from the computer field]. ““Programmers only last up to 10 years or so,"
Miller said. “" After that, you need to find something else to do."

It is crucial to keep in mind that the plight of the mid-career programmer cannot---1 repeat,
CANNOT---be solved simply by the programmer taking some refresher courses in the new software
skills. Even if a programmer takes a course in, say, the new Java programming language and then
applies for a job requiring Java, employers will still not hire him or her. As noted by software
employment agent Maryann Rousseau, ~“Taking a course is just not going to work for a senior
person, given his salary.” Why hire a newly-retrained but more expensive 40-year-old when a
newly-trained cheap new graduate is available?

Trends in University Computer Science Enrollments

The ITAA claims computer science enrollments are declining, and is calling on the federal
government to fund programs to attract more college students to the field. But ITAA's assertion is so
misleading as to border on fraud.

The ITAA report lists declining computer science enrollments from the late 1980s to 1994. But
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computer science enrollment reversed its declining trend in 1995, increasing by 5% in 1995-1996,
and by a whopping 40% nationwide in 1996-1997, according to the Computing Research Association
(CRA), a national consortium of university computer science departments.

footnote: Computing Research News, March 1997.

This information was conveyed to ITAA's Harris Miller and Tony Vickers by a CRA official when
ITAA distributed a preliminary draft of their report at a roundtable discussion organized by the
Stanford Computer Industry Project on February 19, 1997. Though ITAA stated at the time that they
were soliciting comments and suggestions for improving their report, they did not include this
information about the sharp increase in computer science enrollment in the final version of the
report, apparently because it undermines their argument. In fact, ITAA continued to claim enrollment
is declining,

footnote: San Francisco Chronicle, January 8, 1998.

even after ITAA's suppression of the 1995 reversal trend was brought up in an interview with ITAA
by the Electronic Engineering Times (September 29, 1997).

Moreover, even industry representatives (including ITAA) interviewed by Business Week (March
10, 1997) blamed the earlier decline in enrollment partly on “"a glut of programmers in the
mid-1980s." The recent increase in enrollment is due to the rapid expansion of the industry which
began around 1994. In other words, the market's working, Mr. Gates, so what's your problem? The
problem of course is that Gates and many other CEOs focus their hiring on the cheaper new
graduates, so the larger the pool the better.

The industry lobbyists also say that college computer science curricula are only producing 25% of
the nation's needs for programmers, again claiming this is due to a decline in enrollment. But it has
always been the case that programmers have always come from many different fields, not just
computer science. For instance, according to the National Science Foundation's SEASTAT data, only
26% of all those working as programmers in 1993 had computer science degrees.

It should also be noted that most firms recruit at only a few colleges. For example, at San Francisco
State University, right in Silicon Valley's back yard, only a handful of computer industry employers
do on-campus recruiting.

footnote: Interview by the author with the Computer Science Department Chair, June 1996.
Even Intel, with its heavy emphasis on new or recent college graduates, does not recruit there.
footnote: Meeting with Intel college-relations staff, January 1997.

At the University of Nebraska, Microsoft does engage in on-campus recruiting, but very few other
high-tech firms do.

footnote: Discussion with the department chair, 1997. Microsoft recruits at many more schools than do
most firms, but still misses most of them. The firm did not add my university, UC Davis and another UC
campus at Irvine, to its list until late 1995, according to Beth Award of Microsoft College Recruiting.

Salaries

In very narrow segments of the programmer labor market, salaries are indeed very high. As stated
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earlier, employers are overdefining job requirements, with ads like ~“Must have experience writing
C++ code for TCP/IP applications on SPARC platforms.” The pool of programmers satisfying such
conditions is of course small, thus raising salaries for those within that narrow pool.

However, outside of these subsegments, programmer salaries are not rising rapidly. Bureau of Labor
Statistics data show that salaries of programmers overall---i.e. both the ones who have
currently-""hot" skills and the “"ordinary” programmers---rose about 7% from 1996 to 1997,
compared to about 3% for all American workers. Again, this overall 7% figure includes the
programmers who are commanding a high salary because they know a new language like Java; so we
can see that the salaries of ““ordinary"” programmers are not rising much, if at all.

Employers claim, *~We cannot hire "just any programmer.’ It is crucial that the programmer have
experience in a specific software technology.” But this is quite incorrect. What counts is general
programming talent, not experience with specific software technologies.

Bill Gates has described Microsoft hiring criteria thusly: ~“We're not looking for any specific
knowledge because things change so fast, and it's easy to learn stuff. You've got to have an
excitement about software, a certain intelligence...It's not the specific knowledge that counts." ( Wall
Street Journal, November 8, 1994.)

Jim McCarthy, one of Gates' software development managers at Microsoft, points out in his book,
Dynamics of Software Development (Microsoft Press, 1995, p.168),

The biggest mistake I see managers make as they hire people for software development
teams is that they overvalue a particular technology. To verify this tendency, all you
have to do is look at the want ads: “Wanted: foobar programmers. Experience with
whatsit required.’ Obviously, conversance with a given technology is a wonderful
attribute in a candidate, but in the final analysis it's an extra, not mandatory. After all,
most software development technologies have a half-life of about one year.

Ironically, Microsoft has grown so large that Gates' and McCarthy's philosophies don't reach down to
the shop floor, and managers there are now just as obsessed with skills as the rest of the industry.
The first demand made of users accessing Microsoft's employment opportunities Web page (and
those of most other software firms) is ~* State your skill set." '

Programmers can become productive in a new software technology in a month or so. A programmer
who already knows C, the industry standard for the last 15 years, can pick up a Java book on Monday
and be writing programs by Friday, and feel like an old pro in Java by the end of the month.

This point on the quickness with which new software technologies are learned can be seen in data on
factors affecting completion time for software development projects, cited in one of the central
works on software engineering, Software Engineering Economics, by Barry Boehm (Prentice-Hall,
1981, p.530). Those data indicate that programmers reach perhaps 80% of their full productivity
level by one month, and full productivity by the next time period studied, four months.

Amit Kamra, head of Information Systems Transition Services, said that his company could not
afford to hire someone who would have to learn the given technology on the job, say Microsoft
Windows programming.
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footnote: Interview with the author, August 24, 1995.

But when I asked him how long it would take for an experienced programmer to become productive
in Windows if he/she did not know this technology beforehand, he answered, " [Up] to two weeks,
maybe all the way up to a month and a half to become truly productive." I asked why they did not
hire such people, given the shortness of such time periods, to which Kamra replied, **Well, we could,
and we did so once with good results [he then gave the details]...But well, during those two weeks
[of learning] the project is slowed down a bit, especially since others on the project would have to
help the new person." Though Kamra's remarks show that learning on the job is of course not ideal,
the point is that they certainly show that the industry is wrong in claiming that possession of specific
skills is an absolute necessity.

Note that the Boehm reference and the Kamra quote above, as well as numerous others in my long
Web document referenced earlier, demonstrate that programmers in general learn quickly, not just
the programmer "~ superstars."”

On the General Unwillingness of Employers to Retrain
Mid-career Programmers

After Senator Alan Simpson introduced his 1995 bill to tighten up our policy on high-tech hiring of
foreign nationals and employers protested that they need the foreign workers to fill a software labor
shortage, Secretary of Labor Robert Reich stated that the problem was that employers are not
retraining their existing employees, industry officials protested that they do spend vast sums of
money on retraining.

However, the fact is that most employers are not willing to retrain their programmers and engineers.
As mentioned earlier, Kim Lee, of the Network Connections employment agency in the Silicon
Valley has noted that

footnote: Interview with the author, June 26, 1996.

““In 1988 the employers would have retrained [mid-career] people but they're not desperate enough to
do so today."

The point was made quite forcefully by Susan Miller, a computer industry employment agent who
says that 90% of the workers she places are foreign nationals.

footnote: Interview with the author, June 26, 1996.

Pointing out frankly that her own high income as an employment agent depends largely on the fact
that the industry is not providing retraining for existing employees, she nevertheless feels that

It's a very closed industry in that respect [retraining]. The trap the industry falls into is
that they don't spend time retraining. It would be much more cost-effective for them to
retrain the employees they already have; by not retraining they are driving salaries way
up, since so few people have the ““right" skill sets. The employers haven't been smart.
They have been very closed-minded, with blinders. If I could change one thing about
the industry, that would be it.

Andrew Gaynor, another employment agent, called the industry " very short-sighted"” in this regard.
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footnote: Interview with the author, July 1, 1996.

The industry often says it cannot afford the time to retrain, because they need to hire personnel for a
project immediately. But this is disingenuous, as the industry is also clalmmg that as many as 30% of
software positions take six months or more to fill.

footnote: Wall Street Journal, December 1, 1997.

During this time the same programmers employers are unwilling to hire now because of lack of a hot
skill could learn the given technology and be productive.

A good example of industry's lack of willingness to retrain was given by Joyce Plotkin of the
Massachusetts Software Council (MSC),

footnote: National Information Workforce Technology Convocation, Oakland, California, January 13,
1998.

citing a laid-off computer engineer who had applied for a job with the Lotus software firm. Lotus had
rejected the man when he had applied for a job on his own, but MSC asked Lotuscw to who put him
on a training project. The company eventually hired him and is quite pleased with his work. Plotkin
said that Lotus ““had its eyes opened" by this case, and now is an enthusiastic supporter of MSC. This
is an excellent example of how the industry is shooting itself in the foot with its overly-narrow hiring
policies.

The industry also says that if they retrain their programmers in a ““hot" skill, the newly-enfranchised
programmers will leave them for higher pay elsewhere. This is correct, but the employers are missing
the point: If the industry did not pay a premium for these skills in the first place (a consequence of
refusing to hire programmers who lack the skills), this frequent job-hopping would not occur.

As pointed out earlier, programmers seeking work cannot remedy the problem by retraining on their
own. Employers will not hire a mid-career programmer for a Java project on the basis of the
applicant's having taken a Java course.

The Role of Importedworkers e

As we have seen, industry employers tend to shun mid-career programmers. One of the major factors
underlying this is that employers have another labor source to turn to, in the form of foreign nationals
whom they sponsor for immigration or work visas. For example, about one-third of Silicon Valley
programmers and engineers are foreign-born, most of them sponsored originally by employers.

Without the foreign-national labor supply, employers would be forced to use the existing domestic
labor pool of mid-career people. For this reason, the foreign-labor issue is central to our theme here,
and will be addressed briefly. (See the author's analysis at http://heather.cs.ucdavis.edu/svreport.html
for extensive details.)

Many employers find foreign-national programmers and engineers attractive because they will accept
. lower salaries and poor working conditions. The Department of Labor has found widespread abuse of
the work-visa program.

footnote: The Department of Labor’s Foreign Labor Certification Programs: The System is Broken and
Needs to be Fixed, Final Report No. 06-96-002-03-321, Joseph Fisch, Assistant Inspector General for
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Audit.

General Dynamics, the aerospace giant, even admitted in federal court that the imported workers
were presented as attractive due to their “indentured" status.

Professor Paul Ong of UCLA, a prominent immigrant advocate, after correcting for a host of
important variables---including English proficiency---found that immigrant engineers were paid up to
one-third less than their native counterparts, and that the gap took 20 years to close.

footnote: The State of Asian Pacific America, Paul Ong (ed.), LEAP Asian Pacific American Public
Policy Institute and UCLA Asian American Studies Center, 1994, p.179-180. The article is reprinted in
New American Destinies, D. Hamamoto and R. Torres (ed.), Routledge. 1997.

And though Ong hypothesized various factors, he noted that ~~Companies took advantage of
immigrants."

footnote: Electronic Engineering Times, July 18, 1994,

The author's own analyses of the 1990 Census data on programmers and electrical engineers in
Silicon Valley found that the immigrants were paid on average 15-20% less than natives of
comparable age and education. Abuses also occur abroad; Sun Microsystems, a firm often cited by
ITAA analyst Stuart Anderson as paying fair wages to foreign nationals, has boasted of hiring
programmers in Russia at ““bargain prices.”

footnote: Los Angeles Times (November 15, 1993, and also July 15, 1996,
It is ironic that even a Wall Street Journal article
footnote: January 8, 1998

claiming that American firms recruit abroad because of a labor shortage stated that *“recruiting
foreign talent is cheaper than hiring Americans." The article's figures indicate that the foreign recruits
are paid 25-30% less than Americans with the same skills.

As noted earlier, even the data of the industry lobbying group, the National Software Alliance, shows
that the number of H-1B work visas requested by industry for computer programmers increased by
352% from 1990-1995, during which time the number of programming jobs increased by only 35%.
The industry's goal of convincing Congress to increase, or even eliminate, the yearly cap on H-1Bs
appears to be a major motivation behind the industry's recent public relations campaign claiming a
software labor shortage.

footnote: The industry lobbyists say it actually costs them more to hire the foreign nationals because of
the legal fees involved. But many employers have the H-1B emmployees pay the legal fees themselves,
and even when employers foot the bill, the cost is less than they save in salary.

[Converted LaTeX --> HTML by ltoh]
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Computerworld
January 26, 1998

The numbers game
Rochelle Garner & David Weldon

350,000 vacant IT jobs! A 40% drop in IT grads! 1.3 million more
IT workers needed in the next decade! Where do they get these
numbers? In a two-part series, Computerworld looks at the alarming
predictions about the IT workforce and explains what the numbers
really mean.

They say numbers don't lie. And on the face of it, the numbers are
downright dire.

This year alone, 346,000 IT-related jobs will remain unfilled,
says the Information Technology Association of America (ITAA).

The demand for trained workers is increasing by 95,000 IT jobs per
year, according to the U.S. Bureau of Labor Statistics. And
between 1994 and 2005, U.S. businesses will generate a demand for
more than 1.3 million additional information technology
professionals, says the Labor Bureau.

The Department of Education reports that the number of students
graduating with bachelor's degrees in computer science declined
more than 40% between 1986 and 1994.

Now comes the truly scary part: That gap will cost U.S. businesses
$500 billion per year in lost revenue, $10 billion per year in

lost business income and $15 billion per year in compensation,
according to Howard Rubin, a consultant and chairman of computer
science at Hunter College, in Pound Ridge, N.Y. That's because,

for every dollar spent on information systems salaries, a company
can expect to generate $43 in revenue, he says. Under that
assumption, a company could lose $2.4 million per year for each IS
pro it can't hire, Rubin's math suggests.

Gee, no wonder so many people representing the state and the
federal governments and the IT industry are running around like
extras in a disaster movie.
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There is just one problem: This particular set may be built on a
foundation of flawed assumptions, presumptions, old or incomplete
data and extreme leaps of faith. Which isn't to say that the

skills shortage isn't real -- it is, by all accounts. But this

future blockbuster could turn into a major bust. That's why it

pays to examine just where these folks get their numbers.

IT demand for jobs vs. supply of workers

Let's start with the ITAA figures that show workforce demand. The
ITAA is the political lobbying association that represents 11,000
technology businesses. Its 1997 report, "The IT Workforce Gap at
the Dawn of a New Century," says companies face a 190,000-person
shortfall in the IT field. Since the report was released, the ITAA

has doubled that figure to 346,000 in its updated study, "Help
Wanted: A Call for Collaborative Action for the New Millennium,"
prepared by Virginia Polytechnic Institute and State University.

The report received immediate attention and was cited by news
organizations around the country earlier this month. Suddenly, the
heads of the U.S. departments of labor, commerce and education
were being summoned to speak before journalists on the growing
"crisis."

How did the ITAA get its numbers? In 1997, it sent out 2,000
surveys to a random selection of its members and collated 271
responses. And for the new study, Virginia Polytechnic conducted
telephone interviews with 532 IT vendor and IT user companies.

The return rate or survey base isn't statistically suspect in

either report, but the way the ITAA expanded the results to

represent 103,607 technology and nontechnology companies is. Both
polls represent no more than one-half of 1% of IT organizations,
according to ITAA numbers. And if at the surveyed companies the IT
staffs were small overall, the number of "core IT" jobs ITAA is
tracking would be small. Job vacancies that show up would appear

to be very high vacancy rates and would be projected outward to
represent the entire IT workforce.

And the Labor Bureau's belief that U.S. businesses will crave more
than 1 million computer engineers, systems analysts and computer
programmers by 2005? That seems more likely, considering the
bureau's ability to rigorously measure nearly everything under the
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U.S. sun. But there's a catch: The labor group gleaned its data by
polling the nation's private and public sector for projected

growth at a time when the U.S. economy and IT industry have never
been stronger.

Now consider a similar study, reported in 1993 by the National
Science Foundation's Ad Hoc Working Group on science, engineering
and mathematics professionals. The report's conclusion: "It is not
entirely possible, and will probably never be possible, to predict

with a high degree of accuracy ... shortages on surpluses of

scientists and engineers several years into the future.

Limitations on projections are especially severe for demand, since
demand is a function of the economic cycle and of global events

that are difficult, if not impossible, to predict."

Clearly, there's a presumption that this unprecedented growth will
continue unchecked. But things change, as evidenced by the
seemingly unstoppable downsizing in the early 1990s. That's the
premise behind the criticisms leveled by the American Engineering
Association and Institute of Electrical and Electronics Engineers,
Inc. (IEEE). Both groups charge the ITAA with the political agenda
of convincing the government to eliminate the 65,000-person cap on
H-1B visas for qualified foreign labor.

Foreign labor
Foreign national workers

65,000 foreign national professionals can be sponsored by U.S.
companies each year.

The annual cap of 65,000 H-1B visas was reached for the first time
Aug. 25, 1997.

Labor crisis or not, companies are experiencing a serious skills
shortage. That explains why the ITAA is so hot on its campaign to
increase the number of H-1B work visas issued to skilled foreign
nationals.

“We have made this our No. 1 priority," Susan Marshall, ITAA's
vice president of information services, told the San Jose Mercury
News.



Salaries

One thing is certain, though: Salary and compensation costs are on
the rise. How high they'll rise is open to debate. Computerworld's
latest annual salary survey indicates annual salary increases
averaging 9% for IT professionals. The ITAA maintains that
salaries are increasing by 20% to 28%. How to explain the
discrepancy?

One way might be to examine who exactly is being polled.
Computerworld, for example, primarily surveys the users of
technology (such as corporate IT professionals), not providers of
technology products and services (such as vendor IT professionals,
contractors and consultants). The ITAA's constituency is
technology business.

Rising enrollments in IT degree programs

Now examine the gap between supply and demand. According to the
U.S. Department of Education, the number of bachelor's degrees in
computer science dropped 40% from 1986 to 1994.

"We have no reason to believe that trend will change," says John
Sargent, co-author of the Department of Commerce's report,
"America's New Deficit."

Perhaps. And yet, when you combine the number of bachelor's
degrees with the number of master's degrees and doctorates
awarded, the overall decline has been only 26%. What's more, this
trend statistically began to increase in 1992 and has increased
every year since.

SUPPORTING EVIDENCE

Anecdotal evidence also indicates that IT enrollments have been
rising dramatically over the past two years.

Universities around the country began to report sizable jumps in
computer science department enrollments. Some of the leading IT
colleges say their IT enrollments are up 25% to 40% this year.

And principal academic speakers at the ITAA's national workforce
convocation on Jan. 12-13 took issue with the claim of declining
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enrollments. Confirming that IT enrollments have skyrocketed were
Dr. Stuart Lynn from the University of California at Berkeley,
Norman Matloff from the University of California at Davis and Dr.
Graham Spanier from Penn State University, in University Park, Pa.

By itself, the measure of computer science graduates is an easy
yardstick that signifies little. Universities now offer as many as
two dozen different IT-related degrees -- from management
information systems and library science, to software quality.

Computerworld contacted 10 of the leading IT university programs
and found 24 noncomputer science -- but IT-related -- degrees
being offered.

Equally important, most current IT workers earned their degrees in
unrelated fields, such as business or even psychology. According
to the National Science Foundation, only 29% of all computer
scientists, systems analysts and programmers now working actually
received a degree in computer science. A full 35% earned
bachelor's degrees in engineering or other natural sciences.

Other IT professionals received degrees in liberal arts or other
fields, and many others have no science-related degrees.

"The ITAA and Commerce Department wanted evidence to support the
panic that terrible things are going on," says Cliff Adelman, a

senior research analyst at the Department of Education. "Lots of
people graduate in fields other than computer science."

Training

According to the IEEE, the answer to the skills shortage lies in
the ready pool of retirees and laid-off workers who can learn
information technologies fast.

"Last year saw 380,000 corporate jobs cut," says Shankar
Lakhavani, chairman of the IEEE Workforce Committee. "Let's say,
for the sake of argument, that 15% of those people were technical,
or at least possess a logical mind. That's 57,000 people a year

who can be trained easily and rapidly in IT."

That's trained in-house, of course. Once again, the ITAA has
figures, only this time it cites a National Association of
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Manufacturers report. The report's conclusion: U.S. companies
spend more than $210 billion per year on workforce training.

There seems to be no disagreement that this training spending will
increase dramatically.

Conclusion

Still, no matter how you slice it, IT workers are moving on at 25%
turnover rates - or worse. They leave for better pay and better
working conditions. Dominique Black, CEO of Advanced Technology
Staffing, in Redwood Shores, Calif,, says many IT workers have

gone independent.

"We estimate that 800,000 of the total 2.5 million IT workforce

are contract workers," Black says, Qo one really knows, because no
one tracks that information at a sufficient level of detail, he

says. "We are moving to a free-agent nation."

Many employers consider jobs filled by contractors as "vacancies,"
a fact confirmed by participants at this month's ITAA convocation.
What do these numbers mean? The only sure answer is that the
nation's IT workforce is changing so fast it will soon be
unrecognizable. Whether we are on the cusp of a crisis, at a
dramatic transformation or something in between will be explored
next week.



02/03/98 TUE 12:11 FAX 2023955567

@oo1

The President’s Crime Prevention Council
Fax Transmittal Sheet

DATE:

PAGES: (INCLUDING COVER)

10: TJULle [ERNANDEZ

FAX: (, 58I
PHONE:

FROM: S, LOARNATR
FAX: | 202-395-5567

PHONE: 202-395-5555

MESSAGE:

FYI

736 Jackson Place, N.W., Washington, D.C. 20303



02/03/98 TUE 12:14 FAX 2023955567 P.C.P.C.

002
L@Dﬂ,‘ (YT

02.-‘09/;93 13:10 2202 218 ‘8523 SEUNKWORKS
' C o MmENTE Ry: STEPASN WARWATH

DISCUSSION DRAFT Neeo! now Subject hicoles becawss
February 2, 1998 5@" are not | nj op e e
alt hace Yo Cap.
MEMORANDUM FOR. _
. — 7 ._ﬂ—_\
FROM: /d/'z:{:rtw Shutk Shatapeo

[7%)
/; ﬂ,; ',Z-—éof‘u/h;'- /Cdtnalaar I-Ad;u/ﬂz.

d

oleia’

SUBJECT: Options foxBa&ing the H-1B Cap)

-}ewfaw‘a/‘é———-—"
The current cap of 65,000 visas for,skilled ndnimmigrant workers under the I1-1B program, met
for the first time in FY 1997, is likely to become a legislative issue in this session of Congress.

The Information Technology (IT) industry, along with key members of Congress, support either

the removal or a significant increase in the H-1B cap, while unions and other worker

organizations are likely to be opposed to any increase. _ ! o~
{s rvaners (]lq_

The Administration has proposed reforms of the H-1B program, but these reformjéave not been M’
enacted. The proposed rcforms -- requinng a labor market zest for U.S. workers/ prohibiting the

. ) : Vi
—~-displacemen <~ workers. and reducing the maximum stay for H1-B workers from 610 3 Se,)
V'J/ép'/ years -- have been reserved in our GATT ncgotiations for the current program. Other reforms
40 M  powever, could be applied to any mfezsed— isas that would result from an increase in the cap.
X ? The purpose of this memo is to provide options on the issue of raising the H-1B cap, including the
M reconsideration previously proposed Administration reforms. We have had preliminary (or tive o

discussions on this issue with Hill staff, organized labor and representatives from th ‘Eus'ness 7 fot shies
community and believe that certain elementsofthe IT industry might be willing tg{mﬁﬁn—dﬂi—" . ¢ deat ]
o cteve ta :

Labor Markets and Skill Shoages

. N ,& oa mMres
)gs\(\\ \f\ )'n'('f(“;f M . - mn _/CMP “7
emands 1or - cap arsc m tght [abor mar €is an Tess reports o
&W\p\f‘ Demands for aminereased-H- 1B £5bm tight labor markets and p £

widespread IT skill shortages. Incresse§immigration, however, should not be the principal -- and
(;J/S O'Y(/ in some cases may not be an appropriate -- respanse to shor~tesw skill shortages.

%0 l'nc{u.s
/‘\\9*'; d(o‘ Tight labor markets are desirable because they create incentives for employers and workers 1o
/V'({\ _ behave in ways needed 10 achieve many of your pricrities, including welfare-to-work, displaced
\2& workers, school-to-work, lifelong learning and reducing wage and income inequality. Tight labor
Vv markets creats incentives for employers to raise wages, improve working conditions and provide

increased training, they induce workers to finance their own education and training; and they
induce educational institutions to teach new skills. Tight Jabor markets and short-term skill
shortages, if-ameliorat isi ' Lino conditiorsy will previde-the— STFral
‘(W market s.igaa-lrs-ﬁecd-e-d-‘cgolncrease education and iraining. This in tum will allow workers to
7 acquire skills nceded to obtain new and better jobs, thereby creating open jobs and carecr ladders
for those just entering or reentening the labor market -- young people, welfare recipients,
displaced workers and other disadvantaged groups.
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Nonetheless, increased temporary immigration may be an appropriate response for critical skill
shortages if the labor market is particularly slow to respond. Even in such a circumstance,
however, the use of temporary immigration makesit-mere-dificult-for you-te-ashicveyourothes
pricrities—t-dampens the market signals of increased wages and improved working conditions, so
that fewer U.S. workers will be induced to acquire new skills, and fewer employers will be
induced to provide more training and education.

Curre -1B Program

The existing H-1B program allows employers to import up to 65,000 temporary foreign workers
for up to six years. The foreign worker must have a 4-year degree or the equivalent in 3
combined education and work experience. The employer must agree 1o pay the prevailing wage,
give notice to its workers of its use of foreign workers, and attest that there is no strike or lockout
affecting the occupation.

As highlighted by a recent DOL Inspector General report, the existing program fails to provide

adequate protections for both U.S. wverker£and nonimmigrant workers. Weaknesses in the
current program include; (1) no labor market test for U.S. workers; (2) no prohibition aganst
laying off U.S. workers; (3) no dircct tie to skill shortages (some employers bring in physical
therapists, auditors, accountants, and lawyers); (4) employers facing skill shortages compete on a
first-cotne, first-served basis with other employers that do not;|(5) nonimmigrant foreign workers
are tied to one employer and vulnerable to exploitation; ang)(6) inadequate enforcement
resources.

Z 7 9 -/—CJ X . @
: reforms, if accompanied by adequate enforcement resources,

addresssetme-ofthese problems| In particular, the proposed requirement to recruit U.s.
warkers would reduce pressure on the visa cap by screening out employers who are not faced
with skill shortages and have no intercst in recruiting U.S. workers, @

The IT Skill Shortage .
Employment in IT occupations -- a major source of high wage, high benefit jobs in America -- has
been growing rapidly and is likely to continue to do so. Employment in higher skill computer-

related jobs has been growing by 10% a year and is expected to contifiue growing at a comparable
rate through 2006.

Press reports indicate that there are 350,000 IT jobs that cannot be filled. These reports,
however, are not accurate. The 350,000 jobs are job openings at a point in time, as opposed to
jobs that cannot be filled. Job openings do not equate to skill shortages. Most industries and
firms have job openings at any point in time, to compensate for worker turnover and to achieve
employment growth. The IT industry, and any other industry with rapid employment growth and
high worker turnover, will have large numbers of job openings in the abscnce of any skill
shortages.
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Growing wages is the most reliable ingﬁigr of s rtages, but the wage record for the IT ‘& (Fos2
industry ig@fiixed BLS wage trends for broad computer-related occupational categories show @®rad-
average w?g"‘é growth between 1988 and 1997 for all categories, but with above-average growth
in wages for in 1996 and 1997 in the lower-skill categories. At the same time, a variety of
industry wage surveys show larger wage increascs in 1996 and 1997 in more sperialized
occupations at the high skill end. These wage data do not suggest acute skill shortages
nationwide, but may be consistent with skill shortages occurring in specialized occupational arcas&

and selected local areas. F ()
ca
we shadd o

In choosing the appropriate policy response 10 any IT skill shortages, you -need-te-ba-concernsd n,)b
abott-creating theWIong incentives that would undercut your ability to achieve other prioritics.

Any policy response musl walk a delicate line between assuring access 10 1T jobs for American

workers as they move up the career ladder, and cnsuring that the industry has access 10 critical

skills that are needed to sustain growth and preserve America’s leadership in this industry.

02/02/98 13:11
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Possible Solytions

All of the options presented below would require expanded enforcement authority and
enforcement resources to ensure that added protections for U.S. workers could be effectively

implemented.

Ogtion 1. Maintain cap at current level with no other change.

Pros _

. Allows labor market to produce the incentives needed for achieving other priorities,

. Establishes precedent of not increasing immigration to deal with reports of skill shortages.

. Does not increase number of workers tied to one employer and potential exploitation.

. Strongly supported by unions and other worker representatives.

Cons

. No new response to IT or other skills shortages.

. Strongly opposed by industry and key members of Congress.

Option 2. Option 1 plus Administration reforms -- Pros and cons same as option 1 except:

Pros

. Provides greater protections for U.S. workers by requiring recruitment and prohibiting
displacement.

o Indirectly addresses needs of IT employers facing ckill shortages by screening out
cmployers not faced with such shortages.

Cons _

. Response to 1T Shortages indirect as opposed to direct.

T, How 5 C sledt] 5010&0.61 i The IT mdm’rri ?niuﬁlﬂ(
thi year x TAS projec Heax tea cap wd be Readhed '
(o 5 Ophows (, 2,003 a2 realshic
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Option 3: Option 2, plus provide prefcrence for industries facing labor shortages -- Pros
and cons same as option 1 and 2 except:
Pro
. Direct response to industries facing IT skills shortages may gain suppon of selected
industries.
Con
+ Moy b{Tilil o administe] 4,
. May not be consistent with GATT obligations.—— WQ\A chwvx Wm f?7
Option 4: Raise the cap to between 80,000 and 100,000 with no othcr changes. L
Pros
. Very visible response to skill shortages in all industrics.
> Strongly supported by industry and key members of Congress.
Cens
. Creates the wrong incentives for achieving other administration priorities.
. Establishes precedent of increasing immigration to deal with reports of skill shortages.
. Increases number of workers tied to one employer and potential exploitation.
. May not deal effectively with IT or other skill shortages because of first-come, first-served
among employers.
. Opposed by unions and other worker representatives.
Option 5: Option 4 plus enact Administration reforms and impose additional
requirements on the added visas above 63,000 -- priority to industries
experiencing shortages and higher skill requirements for foreign workers.
Pros
. Very visible response to skill shortage in all industries.
. Ties increase in cap more directly to skill shortages.
. Administration reforms provide greater protections for U.S. workers and screen out
cmployers not faced with skill shortages.
. Restrictions on increased cap may be supported some parts of IT industry. \A{Qbir@
Cons ' ; !
. Creates the wrong incentives for achieving other administration pn'orities,/ hbk ’(Wﬁ\
o Establishes precedent of increasing immigration to deal with reports of skill shortages. -~ w,\— “/"Mgvs
e Increases number of workers tied to one employer and potential exploitation. SV;‘\\‘Sh
Any increase likely to be opposed by unions and other worker representatives.
Employers will oppoge the combination of Administration reforms and added restrictions

on the increase in the cap. gt _)EVM
~—Angk ems ot
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certing Al Clinton opposes higher visa cap
UMY lligh-tcch needs: Focus on “home-grown skills,’ commerve chief says.
Misrosall Witeh

Maney Tree By Miranpa EwgLL

Mortgage Witeh
Keal Lsfals

Mercury Nows Statf Writer

The Clinton administration will not support an increase in the number of skilled
immigrants permitted to work for the high-tech industry to help ease a worker shortage

Stovks that business leaders say is reaching crisis proportions.
Taletd Stout

G Carpluk

Secrelary of Commerce William Daley callcd an increasc in the current cap on H-1B

visas > politically not feasible" ata national convocation on the information-icchnology

Dan Gillmer worktoree shortage held Monday in Oakland.
Adgm Lashivsky - We must focus on home-grown skills,” Daley tald the gathering of 300 industry
Cluis, Nola lcaders, educators and government officials, suggesting the soludon will comec in new

Cheey! Shavery

Seven-Day Archive

Sike Index

partnerships between industry and educalion.

““In the new economy, busincsses have Lo take on ncw responsibilities,” Dalcy said.
“~Talk to the schools as you would talk to your suppliers. Schoals supply your mnost
iroportant raw material.”

Site Seareh The role of government will be chiefly t “shine 2 spotlight on the opportunities that are
therc,” Daley said.

Fogiback

Lisip The conference, which was organized by the Information Technology Associution of

America, the U.S. Departments of Commerce and Education, and the University of
California-Berkeley. kicked off what business hopes will become a national dialoguc on
the necd for more computer professionals, A bevy of government officials, including
Education Secrctary Richard Riley and Deputy Secrctary of Labor Kathryn Higgins,
joined Daley Lo voice concern about the problem but proposed no sweeping new
mitiatives.

The nation has 346,000 vacancies for information-technology workers. uccording w a
recent study conducted by ITAA with Virginia Tech Univemity. Dalcy said the
Cominerce Department released a new estimate Monday that the U.S. econosuy will
generate more than 100,000 information-technology jobs cach year for the next decade,
al the smme time that U.S. universities are expected to tum oul 24,000
information-technology graduates yearly.

Daley said in an intervicw with the Mercury News that industry must concentrate on
developing the human capital in the United States, perhaps by turning to segments of the
worklorce that tradiconally have been overlooked by business, such as women,
minorities and the disablexl.

ndustry can't wait for government to come up with some solution,” Daley suid.
**Politically that's not going to happen, in my opinion.”
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have said that increasing the cap on visas for

skilled high-tech immigrants has become one of their top legislative priorities Lhis year.
Kate McGee, vice president of corporate affairs for Oracle, said industry would continuc
to lobby for such changes and called the cormmerce sccretary's position ~uofortunate.”

Gialc Titzgerald, chief exccutive of

CTG, an intemational information technolagy

services firm, wamed the gathering that the tech-worker shortage could cost the United

Siates its Icadership position in the wechno
as high as 70 percent and salary increases

logy ficld. Turnover rates in the industry range
are running 14 percent yearly as companies

across the business spectrum compete for the small pool of availublc talent, Fizgerald

said.

Graham Spanier, president of Pennsylvania Statc University and chairman of the
Presidential Advisory Board on Information Technology. urged colleges and universities
to step up their participation in public policy debates on informalion-technology issues.

“*The boundaries between campus, workplace and home are chanying, even eroding.”
Spanicr said.  We can no longer alford to sit on the sidelines.”

Higgins, deputy secretary of labor, announced two initiatives -- an $8 million electronic

Iabor exchange that would coordinate an &

xisting online job bank with an onlinc talent

bank, und a $3 million fund to support new projecls to train unemployed workers in new
skills for the information-tcchnalogy industry. The Department of Labor and the
Department of Education also arc providing up to $6 million in grants for busincss thal
cxpand their involvement in school-to-work progmms.

Fven without any proposals for broad new initiatives, howevcr, the convocation was a
useful first step for articulating a key industry issuu, said Paul Cosgrovc, chief vxecutive

of the Claremont Technology Group, Inc.

and »# member of the ITAA executive boarnl.

The convocation continucs today with a luncheon address by Dr. Glenn Seaborg and

casc studies of partnerships between indu

Trw b Pione iy (easx Hor

stry and schools.
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Record Type: Record

To: Elena Kagan/OPD/EOP

cc: Laura Emmett/WHO/EOP, Leanne A. Shimabukuro/OPD/EQP
Subject: CNN and Immigration

Elena,

Last week in the Silicon Valley, in response to a question regarding Sen. Abraham's proposed
legislation that would raise the number of H1B visas (temporary visas for "specialty workers" --
generally higher skilled), Commerce Secretary Daley made a comment that the Administration
would oppose raising the annual number of these visas. Historically, we have not used the full
number of H1B visas, but the cap (now at 65,000} was reached for the first time in FY 1997.

CNN has called John Frazier at Labor to ask whether someone from there would appear (unclear on
what program) tomorrow to comment on this. Frazier is going to inform them that Labor has not
seen the legislation, and cannot comment. We also put in a call to INS public affairs to alert them
to this.

Julie
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Higher Quota Urged for Immigrant Technology Workers

Bv ROBERT PEAR

WASHINGTON, Feb. 22 — Under
pressure from  Congress and the
computer mdustry, the White House
is seriously considering proposals ro
merease the immigration guola for
campurer scientists and ather infor-
mation technology workers, so that
torergners can Bl thousands ut job
upenings in this country.

The assue 15 extremely divisive.
President Clmton and Vice President
Al Gore want to placate fricnds m
Stheon Valley, who say there 1s a
criical shortage ot technology work-
ers, but 1hey risk otfending organ-
1zed labor

Under current law, emplovers can
bring m oup o 65000 skilled foreign
workers cach year. The workers re-
ceive visas, known as H-1B visas,
that [ast up 10 Six years.

In 19497, for the tiest time, the Gos-
crimment issued the maxiniunm num-
ber of such visas, and it expects to
reach the mi again in May or June,
several months betore the end of the
current liscal vear.

High-tech companies, which de-
pendon tureign workers for essential
services, have heen lobbying the Ad-
MIMSrannn 1o support an tnerease
it the annual linots, They say thoe
15 an i gent need lor Congress o act
this year, and some luwimakers are
cager 1oodo so. .

Lhe natial, paihbic response from
the Adiministration was negaiive. in
Janoary, Commerce Secretary Wil-

The computer
industry sees a
shortage of workers.

Iiun AL Daley said, This Adimimis-
L ation does N0t support an inerease
m he caps on visas

But confidertial Whiste House doc-
uments show that the Administration
is serwusly considering proposals
that would increase the quota by 50
percent or more. The Adiministration
contends that any merease should be
tinked (o education and 1raming and
new protections tor American work-
ors

One industry group, the Informa-
tion  Technology  Assaciation  of
Aneriea, sees T severe shortage of
comperent and skitled  mtormaltion
technotogy workers ™ 1k says there
are G000 vacuncies, vepresenting
10 percent nt all the jobs for comput-
er programmets amd engineers and
systems analysts,

Harris N. Miller, president of the
assocumen,  said, UThe  shortage
threatens not only the informarion
technolugy indusiry, but the growth
of the entire U S. economy, our global
compenitiveness apd the wage stabil-
iy that is the bedrock of rhis coun-
ry's low inffation.””

Senator Spencer Abraham,  the
Michigan Republican who heads the
Judiciary Snbcommittee on hinmi-
gravion, shares ths concern.

SIE Anlerican companics  cannot
find home-grown talent and if they
cannot bring talent to this country,”
Mr o Abraham said, “some of them
will mave their operations overseas.
taking American jobs with them
That is why T am gomng to use my
POSITION (o propose it we merease

the number of more highly skilled
femporary workers we allownto the
United Stares.”

Speaker Newt Gingrich said he tao
supported an mcrease in the quota
tor “people of high talent.”

The Comunerce Department pre-
dicts that the Umited Stares will need
more than 1.3 million new informa-
tion technology workers — an aver-
age of 138,000 4 year — 1 the coming
decade.

The apenings come 1 ihe context
of atight labor market. Over all, the
ntional  unemployment  rate  last
vear, averaging 4 9 percent, was the
lowest since 1973

The aptions for increasing the im-
nugration quoty are described in g
memorandum requested by Elena
Kagan, deputy director of the Do-
mestic Pohey Council at the White
House The memorandum, prepaved
and approved by semor othicials at
the Departiments of Commeirce, La-
hor and State and the Imunigration
and Naturalization Sarvice, begins
by saymig, s s a very controver-
sial issue

Seth Harris, the Acting Assistand
Secretary af Labor [ur Policy, sad
Ms. Kagan had asked the Labor and
Commeree Departinents to draft a
memorandum setting forthi aprions
with respect 1o the proposal to -
crease the cap on H-1B visas.”

White House doctiments show that
the Commerce Department,  the
State Department i the immigra-
tlon service favor an option that
would set the quota Tor skilled for-
elgn workers. it 30000 1o 100000 o
vear. Information technology  and
ather industries with shortages of
skilled workers would have prinrry
i gueiling the extra visas, above the
current 65,000,

At present, employers seeking H-
1B visas Jdo not have to show a short-
age ot American workers, nor do
they have tn show that they tried o
recian Americans tor the jobs.

The Lithor Department would pre-
fer tn keep the cap dl its current
level, but might give prioriry within
the quota to indusiries that have
shortages of skilled workers, the doc-
uments  say. Senator Edward M.
Kennedy of Massachusetes, the rank-
ing Democrat on the mmigratnion
subcommuttee, favors this approach.

Technology companies say that,
while they support more cducation
and training ror Americans, they
need skilled Libor immnediately and
thetetore want 1o bymg in additional
toreign workers.

Adnunistranon otiicrads sind they
would prod Congre o adopt new
protections for American workers as
lawmiakers constder raising the quo-
ta for toreign workerz. The Presi-
dent's proposals would require em-
ployers to recrint Americans hefore
importing foreign lubor, would han
the use of foreign workers to replace
land-off Americans and would reduce
the maximuim stay for H-1B workers
to three years, trom six.

The memorandum 1o Ms. Kagan
notes that “erities of rising the H-
1B cap, such as the AF.L -C.LO, the
Institute for Electrical and Electron-
i Engmeers and the American Engi-
neering Association, say ndusury
drastically overstates iany problem ™

tHal Ponder. o lawyer with the
AF.L-CLOs department for pro-
fessional cinployees, suid organized
labor opposed increasing the quota
uniil there was more careful study of

Report Finds Bias in Lending
Hinders Home Buying in Cities

By MICHAEL JANOFSKY

WASHINGTON, Feho 20 — Winle
the nuniber ot Americans who own
their homes has reached o record
level, o new report by the United
States Conference of Mayors con-
tends that  discrimmatory  lending
practices i urban areas have kept
many city dwellers from parnoipar-
ing in 1the boom

Last vear, the overall national rite
of home ownership reached o recond
high of 657 pereent But the repart,

fmdings. " This report proves thal
hame ownership in Amerca s ostill
too often separate and uncqual.”
Home ownership is viewed hy
many soctolopists and politicrans ds
vital te netghborhood stamhity. a Key
o promoting safer streers, better
schools and veononme development.
That pattern has worked suceess-
fully in suburban arcas for decades
as thousauds of bedroom communi-
ties have sprung up araund urban
centers. Bul m many cases, (he out-

W 1tous hae lod 10 the declhime of

the problem.

“We question whether there 1s a
shortage of information technology
workets,” Mr. Ponder sid inoan
interview. “If there is a shortage,
there are skilled workers m the Unit-
ed States who could mect that need.”

Norman S. Matleff, a professor of
computer science at the University
of Califorma at Davis. said that
many technology compauices were
seeking cheap labor. As o result, he
said, they prefer to hire vecent grad-

Unions see shrinking
job opportunities for
Americans.

wates and foretgn workers and often
discriminate againsr Amencan com-
puter progrivnners over the age ot
40, wha are perceived as reguiring
higher salarivs

“Forcign uationals are witling 1o
take lower sabanes in exchange tor
the praspect of becaming permanent
residents of the United States,” Mr.
Matlotl said  "Even though they
often carn less than U.S. citizens with
compinrable jobs, they sull receive
maore than they would be paid back
home in India or Russia ™

The memorandum to the While
House trom the Departments of La-
hor, Conumerce and State says The
H-1B program seldom operates s
temporary  worker program  with
workers coming to this country for o
short duration and then returning io

their homes lostead. it uperates
often as a probationary emplovment
program. Employers bring workers
1o the United States and. il they per-
form well, sponsor them Lor pernia-
nent admission 1o tus country This
linkage pernnts employers ro hire
forcign workers withaut first vecrait-
ing WS warkers.”

Under lus  arvangement. the
memorandum savs, U, workers
are never provided o genmne uppor-
nity to conipete for the tobs.”

Stephen H. Leven, dircctm of hu-
man  resources ar Texas  Iosiru-
ments, said that most of the people
hired by his company on H-1B visas
were foreign cinizens who graduared
from American universities with de-
grees in electrical engineermg

“Lmployers expect to hi the H-18
ceiling as carly as Mav this vear”
Mr. Leven said. Once the cap is
reached, companies will be unable 1o
Nire addinional foreign workers until
the new tiseal vear hegims i Ocro-
ber That will be devastating to s
companies  seeking 10 brimg new
products 1o nrket.”

o their memorandum to the Whie
House, Admnistration nfficials said
the industry’s conclusion abom o
dite shortage al skilled technology
workers was  notountirely accu-
rate.” While there seem to he short-
uges of technnlogy workers m <elect-
ed oceupations and sene local s,
the memorandan sy age data
do ot suggest acuie skill shoriages
nutiomwide.”

By contrast. the Information Tech-
nology Assncintion ol America says,
cour mdustry is facng o naonal
fabor shart: ol husrore propor-
tions.”

Washing
Tougher

Ly The Mew Yotk Tin
WASHINGTON,  Ful
€1 e installing st
arl parking mweters m o
Washugton, repliacimg
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02/24/98 01:33:39 PM

Record Type: Record

To: Julie A. Fernandes/OPD/EOP

cc:
Subject: Comments on DOL H-1B testimony

Forwarded by Ingrid M. Schroeder/OMB/EOP on 02/24/98 01:33 PM --

Daniel J. Chenok
" 02/24/98 10:19:46 AM

Record Type: Record

To: Ingrid M. Schroeder/OMB/EOP@EOP

cc: Debra J. Bond/OMB/EOP@EOP
Subject: Comments on DOL H-1B testimony

We have a variety of recommended comments related to the lack of certainty or presentation of the
problem in terms not consistent with recent Administration actions. Page references are from the
text-of-e-mail version.

p. 1 First paragraph, three lines from the bottom. Recommend deleting "serious” before
"flawed" and "urgently" before "requires”. The Administration has not been pushing the legislative
proposal consistently since 1995 and if the problem were "serious” requiring "urgent” attention,
why have we waited until now to reemphasize the need for change?

Two lines from the bottom. Add "long-term” before "public policy response”. As DOL
ater’points out, H-1B can be appropriate for short-term needs.

p- 3 First full paragraph, last sentence. Revise "would" to "may" before "undercut”. Increased
immigration does not necessarily undercut incentives created by skill shortages if done in the right
way, as DOL later suggests.

p-4 First full paragraph. First line, change "will to "may" before "interfere"; second line,
change "makes" to "may make" before "achieving”; third line, change "dampens” to "may dampen"
before "the market". All of these changes are intended to demonstrate that use of foreign
temporary workers is not necessarily damaging if done correctly.

Second full paragraph, first line. Add "long-term” before "public policy”.

Second bullet after "Convocation ... ", second line. Delete "by the Labor Department” after
"Aperica’'s Talent Bank”. DOL has argued that the Job Bank and the Talent Bank are not
conducted or sponsored by DOL, thus making them not subject to the Paperwork Reduction Act.



Unless DOL is reconsidering this position the phrase should be deleted (and if they are reconsidering
then we will need to clear these initiatives under the PRA).

p. 6 Second paragraph under "H-1B Nonimmigrant Program”, second line. Revise "Exacerbating
this problem" to "Moreover". The changes that DOL later recommends do not affect enforcement
authority and thus it is inconsistent to say that the lack of enforcement authority is an
"exacerbating™ condition.

p. 7 First full paragraph, last sentence. There is a syntax problem that could be fixed by deleting
the word "who" after "foreign workers".

p. 8 Four lines from the top. Recommend revising the entire line to read "lower-skill
occupations”. DOL paints the entire computer and health care industries as improperly using H-1B.
There are certainly legitimate users of the program in these industries, and thus we do not
recommend casting the entire sector in a negative light.

p. 8 Last paragraph, third line. Delete "computer-related and health care” before "occupations™
fir the same reason as the last comment.

p. 10 First paragraph after "Conclusion”, second sentence. In the fourth line, delete
"fundamentally" before "flawed" and add "current” before "H-1B". DOL recommends amending the
program to address concerns, and the program would stay in effect; a "fundamentally” flawed
program would merit a more sweeping recommendation.



02/24/98 02:05:57 PM

Record Type: Record
To: Julie A. Fernandes/OPD/EOP

cc:
Subject: Re: H1-B rewrite from Labor

Forwarded by Ingrid M. Schroeder/OMB/EOP on 02/24/98 02:05 PM

Daniel J. Chenok
02/24/98 02:04:58 PM

Record Type: Record

To: Debra J. Bond/OMB/EOP@EOP
cc: Ingrid M. Schroeder/OMB/EOP@EOP, Larry R. Matlack/OMB/EOP@EOP, Maureen H.
Walsh/OMB/EOP@EOP

Subject: Re: H1-B rewrite from Labor l“'

| concur with all of the Labor Branch's insightful comments. The two things still not addressed are
the two places where | recommended inserting "long -term” before "public policy" and the deletion
of "by the Department of Labor" after theTalent Bank reference.



02/24/98 03:58:41 PM

Record Type: Record

To: Julie A. Fernandes/OPD/EOP
cc:

becce:

Subject: Re: H-1B LRM Mj

How about something more like this:

As the Administration continues to develop its policy with regard to H-1B visas it
will take into account the special concerns and requirements of our nation's
non-profit research institutions and high-tech communities.

Clifford J. Gabriel

e

Clifford J. Gabriel
02/24/98 03:54:28 PM

N el

Record Type: Record

To: Ingrid M. Schroeder/OMB/EOP@EOP

cc: Julie A. Fernandes/OPD/EOP@EQOP
Subject: H-1B LRM

Ingrid: | spoke to Julie about the proposed H-1B reforms and gave her the following language that
she said she would work on to create a "place holder" for special immigration needs associated
with universities and other nonprofit research institutions. We've been down this road before
where what may be good general immigration policy doesn't make for good science and technology
policy. CIiff

Possible insert on page 7 at the end of the second paragraph:

In reforming the H-1B program, we must be careful not to hinder the ability of our nation’s
non-profit research institutions (universities, federal laboratories, FFRDCs, and other non
profit research institutes) from entering into international collaborations, which are crucial to
keeping this country on the cutting edge of science and technology.

Basically, we need a place holder to indicate that what may be appropriate H-1B policy for the



IT may not (is not) good policy for our nonprofit research sector--especially universities.
There is precedent for this in prevailing wage determinations (going back to pre-Hathaway for
this sector).



