Order Code RL31973

CRS Report for Congress

Received through the CRS Web

Education and Training Funded by the H-1B Visa
Fee and the Demand for Information Technology
and Other Professional Specialty Workers

Updated April 28, 2005

Linda Levine
Specialist in Labor Economics
Domestic Social Policy Division

Congressional Research Service < The Library of Congress




Education and Training Funded by the H-1B Visa Fee
and the Demand for Information Technology
and Other Professional Specialty Workers

Summary

The 105" and 106™ Congresses raised the limit on newly approved H-1B visas
in 1998 and again in 2000, from the level of 65,000 set by the Immigration and
Nationality Act of 1990, because of aperceived shortage of workerswith information
technology (IT) skills. A longer term remedy to the seeming mismatch between the
gualificationsof U.S. workersand thetechnical skill requirementsof U.S. employers
also was initiated: the imposition of a user fee on employers who file petitions to
bring into the country, to extend the stay of, or to hire from other U.S. employers
nonimmigrant professional sto fund programsthat prepare U.S. studentsand workers
for computer-related and other high-skilled occupations. Most of the user fees went
to the Computer Science, Engineering, and Mathematics Scholarship (CSEMYS)
program in the National Science Foundation (NSF) and the H-1B Training Grant
program in the Department of Labor (DOL). Between 2000 and 2005, the NSF
awarded about $190 million through the CSEMS program to colleges and
universities to provide scholarships to low-income, academically talented students
enrolled in undergraduate and graduate degree programsin mathemati cs, engineering,
and computer science. Between 2000 and 2004, the DOL program awarded some
$328 milliontolocal workforceinvestment boardsand businessesto providetraining
in technical skills to employed and unemployed workers. More than 60,000
individuals had completed their training as of September 30, 2004, out of atotal of
some 87,000 persons to be trained. Most of the 129 grants have focused on high-
tech/information technology skills training.

The labor market experienced a “jobless recovery” for aimost two years
following the November 2001 end of the last recession, with the IT sector being
especialy hard hit. Thereduced demand for IT workerswasreflected in the number
of approved new H-1B visas falling short of the elevated cap in FY 2001 through
FY2003. On October 1, 2003, the 195,000 cap on newly approved H-1B visas
reverted to 65,000, and the user fee that funded education and training programs
expired. The 130,000 drop in H-1B visasintensified competition among employers
asdid thelabor market’ srebound, which occurred at about the sametime. Thelimit
on H-1B visaswas reached earlier in each year: February for FY 2004, and October
— the very first month of the year — for FY 2005.

In late 2004, the 108" Congress addressed the situation in Title IV of H.R. 4818,
the FY 2005 appropriationsact (P.L. 108-447). Inaddition to exempting from the 65,000
cap 20,000 diens with at least a master’s degree from a U.S. indtitution of higher
education, the act imposes on H-1B petitionersafee of at most $1,500 to fund education
and training activities. The act changesthe agencies’ dlocation of fees deposited in the
H-1B Nonimmigrant Petitioner Account and alters their related education and training
programs as well. In accordance with the Bush Administration’s FY 2005 budget
request, P.L. 108-447 dso rescinded $100 million in unobligated funds in the
Nonimmigrant Petitioner Account that would have been available to the Secretary of
Labor. Thisreport will be updated as warranted concerning education and training
programs funded through the reinstituted H-1B user fee.
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Education and Training Funded by the
H-1B Visa Fee and the Demand for
Information Technology and Other

Professional Specialty Workers

Theelevated cap on H-1B visas, which enabled employersto temporarily import
alienworkerstofill professional specialty occupations, expired on October 1, 2003.*
S0, too, did the user feethat funded activitiesintended to increase the supply of high-
skilled U.S. workers and thereby to reduce reliance on H-1B workers. Specificaly,
(1) theceilingon H-1B visasissued for initial employment at non-exempt employers
reverted from 195,000 to 65,000 effective FY 2004, the limit established under the
Immigration and Nationality Act of 1990, and (2) certain education and training
programs of the National Science Foundation (NSF) and the U.S. Department of
Labor (DOL) lost their funding source.

Previoudly, in 1998 and 2000, Congress was motivated to raise the limit on H-
1B visas by a perceived shortage of workerswith information technology (1T) skills
(e.g., computer systems anaysts and programmers, data communications and
network personnel, and computer systems technical support). The economy
flourished from the mid-1990s through 2000. This was particularly true of
companiesin“hightech” or IT-intensiveindustries (e.g., electronics manufacturing,
telecommuni cations, and software services). The demand for workerswith IT skills
also was expanding outside the high tech sector as firms increasingly utilized
computer-based technologies.

The 108™ Congress came to the intertwined H-1B visa cap and user fee issues
in a much different economic environment. The labor market did not begin to
recover for almost two years from the recession that ended in November 2001, with
IT workers especialy hard hit by cyclical and other factors.? Thiswas reflected in
the number of approved H-1B visas for new admissions falling below the elevated

Y In the Immigration and Nationality Act of 1990, a professional specialty occupation is
defined as one that requires the application of abody of highly specialized knowledge, the
attainment of at least abachelor’ s degree (or its equival ent), and the possession of alicense
or other credential to practice the occupation if required.

2 See, for example, Snigdha Srivastava and Nik Theodore, America’s High Tech Bust, A
Report to the Washington Alliance of Technology Workers, Communications Workers of
America, conducted by the Center for Urban Economic Devel opment, University of Illinois
at Chicago, Sept. 2004; and Richard Ellis and Lindsay Lowell, The Outlook in 2003 for
I nformation Technol ogy Workersinthe USA, sponsored by the Alfred P. Sloan Foundation,
Commission on Professionals in Science and Technology, and the United Engineering
Foundation, Aug. 28, 2003.
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cap from FY 2001 through FY 2003. On October 1, 2003, however, the two-thirds
drop in the H-1B visa ceiling meant that employers of workers in professional
specialty occupationsfaced heightened competitionfor visas. And, at about thesame
time, the “jobless recovery” cameto an end.?

In addition, the expiration of the user fee meant that the fee-funded education
and training programs of the NSF and DOL would cease operation once the agencies
drew down the accumulated monies. Some argued that the programswere no longer
needed because an adequate supply of already qualified workers now exists to fill
employers demand for IT and other professional specialty workers. Others
countered that this is only a temporary situation: if these programs were to stop
producing U.S. workerswith therequisitequalificationsfor high-skilled high-growth
occupations, they claimed that Congresswould againfeel impelledtoraiseH-1B visa
levels.

This report begins by discussing the provisions of the relevant immigration
legislation passed in 1998, 2000, and by the 108" Congress in late 2004. It then
focuses on the education and training programs funded with H-1B user fees. The
report closeswith abrief examination of changesin the supply-demand situation for
IT workers over time.

Legislative Activity

In recent years, Congress has repeatedly turned to immigration as a short-term
means of alleviating a perceived shortage of U.S. workers with IT and other
specialized skills. It also passed what is considered a more long-term remedy to the
seeming mismatch between the qualifications of U.S. workers and the professional
and technical skill requirements of U.S. employers that has prompted employersto
increase their utilization of H-1B workers. theimposition of a user fee dedicated to
funding programs to prepare U.S. students and workers for high-skilled rapidly
growing jobs.

Round |

Concern about an IT labor shortage culminated during the 1998 congressional
debate over raising the ceiling on H-1B visas for skilled temporary alien workers.
The 105" Congresschose, in TitlelV (the American Competitivenessand Workforce
Improvement Act of 1998, ACWIA) of P.L. 105-277 (the FY1999 Omnibus
Consolidated and Emergency Supplemental Appropriations Act), to raise the cap
from 65,000 on new admissions of nonimmigrant professionals who work in

¥ CRSReport RL32047, The* JoblessRecovery” Fromthe 2001 Recession: A Comparison
to Earlier Recoveries and Possible Explanations, by Marc Labonte and Linda Levine.
(Hereafter cited as CRS Report RL32047, The “ Jobless Recovery.”)
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specialty occupations to 115,000 annually in FY 1999 and FY 2000, and to 107,500
in FY2001.*

Thelegidation a soimposed auser fee on employersthat filed petitionsto bring
into the country, to extend the stay of, or to hire from other U.S. employers
nonimmigrant professionals from December 1, 1998 through September 30, 2000.
The cap, then, relates to visas approved for initial employment of temporary aiens,
while the user fee relates to visa petitions for initial and continuing employment of
temporary aliens.

The fee of $500 per H-1B visa petition was to be used largely to fund
mathematics, engineering, or science education and to fund technical skillstraining
in order to better match the supply of qualified U.S. workers with the nature of
employer demand. Most fees deposited into the Nonimmigrant Petitioner Account
were alocated to activities carried out by the NSF and the DOL as follows:

e ACWIA authorized and funded, through 28.2% of the user fees, the
Computer Science, Engineering, and Mathematics Scholarships
(CSEMYS) program to provide awards to low-income, academically
talented students enrolled in undergraduate and graduate degree
programs.

e The NSF received an additional 8% of all fees, with half going to
award merit-reviewed grantsunder the National Science Foundation
Act of 1950 (Section 3(a)(1)) for programs that provide year-round
K-12 academic enrichment courses in mathematics, engineering, or
scienceand half goingto carry out systemicreform activitiesinK-12
education under Section 3(a)(1) of the 1950 Act.

e Congress directed that the majority of the user fees (56.3%) go to
the DOL to fund a demonstration program under Section 452(c) of
the Job Training Partnership Act (JTPA) or under Section 171(b) of
the Workforce Investment Act (WIA), which replaced JTPA. The
grant program was to provide training in technical skills to both
employed and unemployed workers.

e DOL was awarded an additional 6% of the user fees to reduce the
processing time of visaapplications and for enforcement activities.®

Round Il

The then-Immigration and Nationalization Service (INS) announced that the
increased cap of 115,000 H-1B visasfor FY 1999 was reached in June. The 115,000
limit for FY 2000 was reached even earlier in the year (March).

* In addition to computer-related jobs, employers in recent years have obtained relatively
large numbers of H-1B visas for such occupations as electrical and electronic engineers,
accountants and auditors; and college and university faculty.

® The remaining 1.5% went to the Attorney General to reduce the processing time of H-1B
petitions and to improve the enumeration of nonimmigrant workers.
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The 106™ Congress responded with passage of the American Competitiveness
in the Twenty-First Century Act of 2000 (P.L. 106-313). The act raised the cap on
newly approved H-1B visasto 195,000 annually between FY 2001 and FY 2003 while
making additional visas available for FY1999 and FY2000. P.L. 106-313 also
exempted from the higher limit on admissions for initial employment aliens
temporarily employed by institutions of higher education, nonprofit research
organizations or governmental research organizations. Professional specialty
workers seeking extensions or modifications to their initial H-1B employment also
do not count against the cap (i.e., the cap does not apply to continuing employment).

Separate legislation (P.L. 106-311) raised the user fee to $1,000 effective
December 18, 2000. It extended the life of the fee through September 30, 2003 as
well.

P.L. 106-313 amended ACWIA'’s alocation of H-1B fees for education and
training programs as follows:

e The share going to NSF's CSEM S program was lowered to 22.0%
from 28.2%. The amount of the scholarships was raised from
$2,500t0 $3,125. In addition, scholarships could be renewed for up
to four years.

e Theshareprovidedtothe NSFfor K-12 activitiesalmost doubled (to
15%). The funds were to be expended to carry out a direct or
matching grant program to support private-public partnershipsin K -
12 education and to continue to carry out systemic K-12 reform
activities.

e The share going to DOL’s Technica Skills Training Grants was
lowered dlightly to 55.0% from 56.3%. The act stated that although
the training did not have to develop skill levels commensurate with
afour-year college degree, it did haveto prepare workersfor awide
range of positions along a career ladder. It mandated that at least
80% of the grants be awarded for training employed and
unemployed workers in skills required in high technology,
information technology and biotechnology.® No more than 20% of
the grants could be awarded to train persons for a single specialty
occupation. P.L. 106-313further directed the Secretary of Labor, in
consultation with the Secretary of Commerce, to award 75% of the
grants (which had a 50% matching requirement) to WIA’s local
workforce investment boards or consortia of such boards in a
region.” The remaining 25% of grants (with a 100% matching
requirement) were to go to partnerships consisting of at least two
businesses or a business-related nonprofit organization that
represents more than one business (e.g., trade association).

® As stated in the legislation, these fields included software and communications services,
telecommunications, systemsinstallation and integration, computers and communications
hardware, advanced manufacturing, health care technol ogy, biotechnology and biomedical
research and manufacturing, and innovation services.

"Under ACWIA, 100% of the grants went to these bodies.
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e The 6% that went to DOL under ACWIA for reducing the
processing time of H-1B applications fell to 4%.?

Round Il

The subsequent reduced demand for IT workers — a product of the 2001
recession and burst high-tech bubble, among other things — was evident in the
number of approved new H-1B visas falling short of the elevated cap in FY 2001
through FY 2003. Oncethelimit dropped by two-thirds (from 195,000 to 65,000) on
October 1, 2003, however, competition among employersfor professional specialty
visas intensified. At about the same time, firms began to expand employment as
well, marking an end to the“joblessrecovery” on anational basis.® ThecaponH-1B
visas was then reached earlier in each year: February for FY 2004, and October —
the very first month of the year — for FY 2005.

The 108™ Congress addressed the situation in Title IV (the H-1B Visa Reform
Act of 2004) of H.R. 4818, the FY 2005 appropriations act (P.L. 108-447). In
addition to exempting from the 65,000 cap 20,000 aliens with at least a master’s
degree from a U.S. institution of higher education and instituting a $500 fraud-
prevention-and-detection fee, the act reauthorizes a user fee to fund education and
training activitiesfor U.S. students and workers. Specifically, effective on the date
of enactment, employersthat file petitionsto bring into the country, to extend the stay
of, or to hire from other U.S. employers nonimmigrant professionals must pay afee
of $1,500 (up from $1,000 under prior law), except for employers with 25 or fewer
full-time equivalent workers employed in the United States. In another change from
prior law, these small employers are to pay afiling fee one-half as large ($750).

Theact also changestheall ocation of the user fee among the agencies (effective
on the date of enactment) and revises their associated education and training
programs (effective 90 days after the date of enactment) as follows:

e The share going to NSF's CSEMS program rises to 30.0% from
22.0%. Theamount of the scholarshipsincreasessubstantially (from
$3,125t0$10,000). Eligibility for low-income studentsisexpanded
from those enrolled in programs leading to adegreein mathematics,
engineering, or computer science to “mathematics, engineering,
computer science, or other technology and science programs
designated by the Director.”*® In addition, the NSF Director may
now use a maximum of 50% “of such funds for undergraduate
programs for curriculum development, professional and workforce
development, and to advance technological education. Funds for

8 The Attorney General received 4% to reduce the processing time of H-1B petitionsand to
improve the enumeration of nonimmigrant workers.

°® CRS Report RL32047, The “ Jobless Recovery.”

10°A list of eligible programs is to appear in the Federal Register within 60 days after
enactment of P.L. 108-447.
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these other programs may be used for purposes other than
scholarships.”

e The share provided to the NSF for K-12 activities to carry out a
direct or matching grant program to support private-public
partnershipsin K-12 education and to continueto carry out systemic
K-12 reform activities is reduced somewhat to 10% from 15%.

e The share going to DOL’s Technical Skills Training Grants is
lowered as well, to 50.0% from 55.0%. The act appears to have
substantially changed the DOL program. It states that grants are to
be awarded to igible entities to provide job training services and
related activities to employed and unemployed workers so they can
obtain or upgrade career |adder positionsin high-growthindustries.™
Eligible entities are defined as private-public sector partnerships,
including businesses or business-related nonprofit organizations
(e.g., trade associations), education and training providers (e.g.,
community colleges and other community-based organizations),
entities involved in administering Title | of WIA, and economic
development agencies. To facilitate the provision of training
services, DOL is allowed to use these funds to assist in developing
and implementing model activities (e.g., “developing appropriate
curriculato build core competencies and train workers, identifying
and disseminating career and skill information, and increasing the
integration of community and technical college activities with
activities of businesses and the public workforceinvestment system
to meet the training needs’ of designated high-growth sectors).

e The 4% that went to DOL under ACWIA for reducing the
processing time of H-1B applications increases dightly to 5%.%

Program Activity Pursuant to P.L. 105-277
and P.L. 106-313

P.L. 106-313 required the NSF and DOL to submit areport, one year after the
date of enactment (October 17, 2000), to the Committees on the Judiciary of the
House and the Senate. The reports were to discuss the tracking system employed to
monitor the performance of activities funded through the Nonimmigrant Petitioner
Account and the number of persons who completed training and entered the high-
skilled workforce through these programs.

1 While Congress specified the industries under prior law, P.L. 108-447 states that high-
growth sectors are to be determined by the Secretary of Labor in consultation with state
workforce investment boards. The selection of these industries should take into account
such factors as sectors projected to experience substantial job gains, experiencing
technological and other innovations that will require development of new skill sets by
workers, in which new and emerging businesses are expected to grow, or those that have a
significant effect on the overall economy or on the expansion of other industries.

12 The Secretary of Homeland Security, rather than the Attorney General, will receive the
remaining 5% to reduce the processing time of H-1B petitions and to improve the
enumeration of nonimmigrant workers.
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Evaluations. In*“Report on H-1B Nonimmigrant Petitioner Receipts, 2001,”
the NSF noted that three competitions were held between 1999 and 2001 for awards
through the CSEM S program. A total of 352 multi-year awardswere granted to two-
year and four-year colleges and universities. A magority of the individual
scholarshipstheinstitutionsfunded from these awardswent to studentsworking full-
time toward a bachelor’ s degree (72%) or associate degree (21%).

Thefirst scholarship recipients matriculated in fall 2000. Consequently, just a
few recipients (181) had graduated by summer 2001. Grantees reported that the
career goals of these graduates accorded with the intent of the scholarships, namely,
they were interested in employment in such areas as information systems,
semiconductor technician, manufacturing design engineer, network technician
(internet security), mining engineering technology, and electrical engineering.
Graduates obtained positions at such employers as Lucent, the National Security
Agency, Wa-Mart (as a computer programmer), Intelligent Epitaxy Technology,
Texas Instruments, ST Microelectronics, 3M, IBM, Hallmark Cards (as acomputer
technician), and Sandia National Laboratory.

In addition to the CSEMS program, which was authorized in ACWIA and
continued in P.L. 106-313, the latter act authorized another ongoing NSF program
funded with H-1B user fees, namely, “Private-Public Partnerships in K-12.” It
involved partnershi psbetweenindustry and educational institutions, for example, that
focus on such diverse activities as material s devel opment, math and science teacher
professional devel opment, use of technology in the classroom, and systemwide K-12
reform in economically disadvantaged areas. The report stated that, given the
program’s K-12 focus, its direct impact on entrants into the high-skilled workforce
was unclear.

More recently, the NSF contracted for an evaluation of the CSEMS program,
and preliminary data are available from visitsto afew projects. As of late January
2004, a survey of awards was in clearance with the Office of Management and
Budget.®

Funding. The total amount of fees allocated to the NSF from the
Nonimmigrant Petitioner Account isshown in Table 1. Aspreviously noted, most
of the NSF's share of fees has gone to the CSEMS program. The NSF did not
anticipate additional funds becoming available in FY 2004 or in FY 2005 in light of
the expiration of the H-1B user fee after FY 2003, but it expected to award
unobligated balances from prior years in FY 2004.

13 Information provided to CRS by NSF, Jan. 29, 2004.
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Table 1. H-1B User Fees Allocated to the CSEMS Program and
K-12 Activities Pursuant to P.L. 105-277 and P.L. 106-313

Fiscal year (in rrl;-illjl?(?rllz%:%v(()all lars)
2000 25.06
2001° 7851
2002° 57.31
2003 46.57

Source: Nationa Science Foundation.

a. Reflectsthe CSEMSS program and K-12 activities under P.L. 105-277.

b. Reflects the CSEM S program and the changeover to K-12 activities under P.L. 106-313.

. The NSF anticipated that thefundsflowing from P.L. 105-277 would have been fully obligated
by the end of FY 2002.

In spring 2000, 114 CSEM S awardstotaling $22.5 million were announced. In
2001, 110 awards totaling $24.3 million were announced, as were 72 supplements
(in the amount of $24.0 million) to 2000 awards to extend them from two years to
four years. In 2001, 77 awardstotaling $26.5 million were announced, and in 2002,
93 awards totaling $32.0 million were announced.” The program made 67 awards
in 2003 totaling $25.3 million."> Between 2000 and 2003, then, the NSF provided
$154.6 million in H-1B user fees to colleges and universities through 461 new
awards and 72 supplements in an effort to increase the supply of individuals with
skillsin computer science, engineering, and math.

In October 2003 the NSF released its last solicitation before the user fee's
expiration. The deadline was January 28, 2004. About $30 million remained
available for CSEMS awards in FY 2004 from, for example, the second and third
quarters of FY 2003 that were received after last year's awards were made.® The
NSF awarded the funds during summer/fall 2004 and early 2005.

Asof January 27, 2004, grantees reported to NSF that atotal of 17,305 students
were receiving CSEMS scholarships. With the addition of the 2004-2005 awards,
more than 400 projects remain active (i.e.,, they still had students holding
scholarships). Some of these expect to operate through at least 2008.

14 Information provided to CRS by NSF, May 18, 2003.

> According to the information provided Jan. 29, 2004 to CRS, the 2003 figureincludes 10
supplements totaling $225,192 under the Department of Energy (DOE) agreement for
students and a few faculty to work in DOE labs.

18 |nformation provided to CRS by NSF, Jan. 29, 2004.
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Evaluations. The Department has not released its report to Congress as
mandated by P.L. 106-313. It did complete two other studies of the Technical Skills
Training Grant program. Thefirst report provides a snapshot, as of spring 2001, of
six among thefirst 43 grantsawarded. The second report focuses on “best practices’
derived from six other grants among the same 43 grants, and covers the period from
late 2001 to early 2002."

In 2001, DOL awarded a three-year contract for a process evaluation of the
program (i.e., onethat focuses on implementation issues). Asof May 2003, thefirst
two rounds of site visits had been completed and the final two rounds had begun.
Among other things, the study will describewhether and in what ways grantees have
innovated to deal with less traditional target groups (e.g., employed workers) and
with providing a higher level of skills training than usual, as well as identify
problems concerning implementation and sustainability of the program.®* The
Department also had considered whether to undertake an experimental eval uation of
the program (i.e., one in which participants are randomly assigned to one or more
treatments, such as the High Skills Training Grant program, and a
control/comparison group).

Although ACWIA did not specify thefieldsin which training wasto occur, the

Department characterized thetraining to bein high-skilled occupati ons experiencing
shortages, specialty occupations for which employers had filed H-1B applications,
high-growth industries, and in-demand occupationsin local labor markets. Based on
asurvey of the 43 initial grantees, the Government Accountability Office (formerly
the General Accounting Office) (GAO) found that most provided training in IT
jobs.® Other fields included health care, biotechnol ogy, and science (e.g., registered
nurse, licensed practical nurse, radiology technician, and certified nursing assistant),
engineering and manufacturing (e.g., electrical engineer, mechanical engineer, and
electronics technician), and telecommunications (e.g., telecommunications
technician). The GAO report further noted that the training prepared individualsfor
arange of skill levelswithin occupations, not just at the baccalaureate level, which
— depending upon the trainee’ s initial skill level — would have been difficult to
accomplish within the grants two-year period. One-year, no-cost (to the
government) extensions were allowed. However, the previously mentioned “ best
practices’ evaluation conducted for DOL recounted that the provision of an
additional year did not completely resolve the grant period’'s hindrance to
implementing some degree-granting programs “ because grantees cannot plan for the
option year as part of their initial submissions. Some site administrators indicated
that it would be more useful if the programs were for 3 yearsto 5 years.”?

Y The reports are available at [http://www.doleta.gov/h-1b].
18 Information provided to CRS by DOL, May 29, 2003.

¥U.S. Government A ccountability Office, High-Skill Training: GrantsfromtheH-1BVisa
Fees Meet Specific Workforce Needs, but at Varying Skill Levels, GAO-02-881, Sept. 2002.

2 Burt S. Barnow, Exemplary Practices in High-Skill U.S. Department of Labor H-1B
Training Programs, Mar. 2002, pp. Xiv-xv.
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As previoudly stated, P.L. 106-313 subsequently (a) clarified that the training
need not develop skill levels commensurate with afour-year college degree but that
workers should be prepared for abroad range of positions along acareer ladder, and
(b) specified the industries whose skill requirements the training grants were to be
directed toward fulfilling. (See section in this report entitled Legislative Activity,
Round 11.)

Beginning with its January 2003 grant solicitation, DOL attempted to take into
account modificationsto the program containedin P.L. 106-313 and commentsmade
by evaluators, among others. For example, the solicitation emphasized that a god
of the grants was provision of higher than preparatory or entry-level training so that
participants would attain skill levels at or approaching those of H-1B workers. It
explained to grant applicantsthat candidatesfor training should already have had the
prerequisitesfor the occupational training being proposed by grantees. (Under prior
awards, some sites had provided remedial courses to persons who lacked the
background to participate.?!) The solicitation identified as prioritiesthe provision of
higher levelsof training in occupationsfor which H-1B visas had been approved and
infieldsreferencedin P.L. 106-313. It accorded lessof apriority to trainingin lower
level hedlth care fields and other non-professional specialty occupations. The grant
period was lengthened to 36 months, with an additional one-year no-cost extension
possible, to alow adequate timefor participantsto completethe higher level training
being offered.

Funding. The DOL began to solicit proposals for Technical Skills Training
Grants once sufficient funds had been distributed from the Nonimmigrant Petitioner
Account. AsshowninTable2, 43 grantstotaling $95.5 million were awarded under
ACWIA in 2000.

Under P.L. 106-313, the Department awarded 86 grants totaling about $232.8
million through January 1, 2004. Fifty-four grants, in the amount of $149.2 million,
went to WIA’s local workforce investment boards or consortia of such boardsin a
region. Thirty-two grants, in the amount of $83.6 million, went to partnerships
consisting of multiple businesses or business-related nonprofit organizations that
represent multiple businesses. (The business-led partnerships could aso include
educational, labor, faith-based or community organization, or workforceinvestment
board.)

Between March 31, 2000 and January 1, 2004, then, atotal of $328.3 million
in Technical Skills Training Grants was awarded. The grants accounted for 75% of
the $436.32 millionin H-1B fundsexpected to beall ocated to DOL through FY 2003.
(SeeTable 3.)

2 |bid.
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Table 2. Awards of Technical Skills Training Grants

Effective date of grants® (i nArnn?I(I)il:)r:]ts(gf %rj?;r 9 Number of grants
March 31, 2000 12.3 9
August 1, 2000 29.2 12
November 15, 2000 54.0 22
December 14, 2001 244 9
March 15, 2002 23.2
May 1, 2002 345 14
June 15, 2002 19.1 7
Octaober 1, 2002 17.3 7
December 16, 2002 6.0 2
April 1, 2003 10.3 4
July 1, 2003 14.8 5
October 1, 2003 14.8 5
January 1, 2004 19.4 7
January 1, 2004 49.1 18

Source: U.S. Department of Labor.

a. The 2000 grants were issued while P.L. 105-277 was in effect. Subsequent awards were issued
under P.L. 106-313.

b. These grants went to businesses or business partnerships. They were awarded under P.L. 106-
313’ s requirement that these organi zations should receive 25% of DOL’s share of H-1B user
fees devoted to training. All other grants shown in the table were awarded to local workforce
investment boards or regional consortia of local boards.

DOL did not award most of the almost $200 millionit expected to issueto local
workforceinvestment boardsor regional consortiaof boards under the January 2003
solicitation — which it cancelled effective January 16, 2004. As shown in the last
row of Table2, it did award virtually all of the approximately $50 million expected
to be issued to business partnerships or business-related nonprofit organizations
under the June 2003 solicitation. In accordance with the Bush Administration’s
FY 2005 budget request, P.L. 108-447 rescinded $100 million in unobligated funds
in the Nonimmigrant Petitioner Account that would have been available to the
Secretary of Labor.

Between March 2000 and September 2004, 50 of the 129 grants awarded were
completed. Most grants(completed and operational) focuson high-tech/information
technology. Out of atotal of 87,101 individuals, 19,615 participantswerein training
and 61,678 participants had completed training as of September 30, 2004.%

2 DOL, Employment and Training Administration, Workfor ce System Results.
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Table 3. H-1B User Fees Allocated to the Technical Skills
Training Grant Program Pursuant to
P.L. 105-277 and P.L. 106-313

Fiscal year (in rrilljl?grzg%lj%vglars)
1999 41.38
2000 75.59
2001 131.49
2002 90.73
2003 97.13

Source: U.S. Department of Labor.

Developments in the U.S. Labor Market
for IT Workers

The labor market prospects of IT and many other workers has reversed course
after the 1990s expansion. The data analyzed below show the harsher reality of
recent |abor market conditions for IT workers.

Employment

Almost 2.5 million persons worked in IT jobs as computer systems analysts,
computer engineers, computer scientistsand computer programmersin 2000— more
than twice the number in 1989, the prior peak in the business cycle. (See Table4.)
Employment in these occupationsincreased by 121% between 1989 and 2000, which
waswell abovetheaverageincreaseacrossall occupationsof almost 17%, according
to U.S. Bureau of Labor Statistics' (BLS) data.

With the advent of the most recent recession in 2001, the number of employed
IT workers dropped sharply (by 18%) between 2000 and 2003. Employment
contracted at both high-tech manufacturers (e.g., electronic components and
accessories, communications equipment, and computers and office equipment) and
high-tech services providers (e.g., communications and software services).”® In
contrast, the aggregate job loss that occurred during the recession was more than
recouped by 2003, according to BLS data. Moreover, as shown in Table 4,
employment growth in these IT occupational groups was virtualy unchanged
between 2003 and 2004.

% AeA, Tech Employment Update, 2003.
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Table 4. Employment in Selected IT Occupations
(numbers in thousands)

Computer systems

analysts, engineers, Computer
Y ear and scientists programmers Total
1989 566 561 1,127
2000 1,797 699 2,496
2003 1,480 563 2,043
2004 1,513 564 2,077

Source: U.S. Bureau of Labor Statistics.

Note: The data are derived from the Current Population Survey, a household survey. The
occupational classification system was changed beginning with 2003 data, which may not be strictly
comparable with prior years' data.

Unemployment

Between 2000 and 2003, the unemployment rate more than doubled — rising
from 2.0% to 5.2% — among computer systems analysts, computer engineers, and
computer scientists. (See Table5.) It quadrupled — rising from 1.6% to 6.4% —
among computer programmers. Over the same period, all workers in professional
and related occupations averaged a much smaller increase (from 1.7% to 3.2%) in
their unemployment rate.

The incidence of unemployment among computer programmers edged
downward in 2004 by about the same amount asall professional workerson average.
Y et, thejoblessrate of programmersremained at acomparatively highlevel asshown
in Table5. Despite the more substantial improvement in the unemployment rate of
computer systems analysts, engineers, and scientists, it also was relatively high.

Table 5. Unemployment Rates in Selected Occupations

Occupation 1989 2000 2003
All professional specialty occupations 1.7 17 3.2
Computer systems analysts, engineers, & scientists 14 20 52
Computer programmers 1.6 1.6 6.4

Source: U.S. Bureau of Labor Statistics. Unpublished data from the Current Population Survey.

Note: Because of the fairly small number of workersin computer-related occupations, year-to-year
changes in their unemployment rates must be several tenths of a percentage point (0.6-0.9) to be
considered statistically significant. The occupational classification system was changed beginning
with 2003 data, which may not be strictly comparable with prior years' data.
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Short-Run Prospects

According to annual surveys of hiring managers at IT and non-IT firms
commissioned by the Information Technology Association of America(ITAA), near-
term prospects for a substantial rebound in the employment of workers with
computer-related skills remain dim. The Association had forecast a stronger
recovery, but the weak demand projections of hiring managers for 2003 erased its
earlier optimism.?* Hiring managers anticipated even weaker demand for IT workers
in 2004 as compared to 2003.%

ThelTAA identified offshore outsourcing (i.e., having work performed outside
the United States) as one contributor to the dramatically changed situation of IT
workers beyond such economy-wide factors as rapid productivity growth and
increased health benefit costs.”® Results from the 2003 ITAA survey of hiring
managers showed that 6% of all firms moved IT jobs to other countries, with the
figure doubling among IT companies. (Other sources confirm the growing interest
in sending IT and other work outside the United States.)*

On October 20, 2003, the Association’s president testified before the House
Committee on Small Business that estimates of 500,000 computer-specific jobs
moving offshore over a 10-year period comprise asmall share of the approximately
10 million U.S. workersin the IT labor force. Global Insight, in a study conducted
for the ITAA, projected that the economy would create over 500,000 new IT jobs
between 2003 and 2008, with about one-half being located offshore.?®

2 TAA, 2003 IT Workforce Survey, May 5, 2003, pp. 8 and 10.

% ITAA, Adding Value..Growing Careers. The Employment Outlook in Today's
Increasingly Competitive IT Job Market, Sept. 2004. (Hereafter cited as ITAA, Adding
Value...Growing Careers.)

% |bid.

2" For additional information, see CRS Report RL32292, Offshoring (a.k.a. Offshore
Outsourcing) and Job Insecurity Among U.S Workers, by Linda Levine.

% |TAA, Adding Value...Growing Careers.



