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55 Training Flexible Workers in the Information Technology 
Industry y 

EverybodyEverybody is getting fat. I don't know bow you could not make money. 
Eugenee Lupario, president Silicon Valley Technical Staffing 

(Wind,(Wind, September 2,1999) 

TheThe small tech staffingfirms in the hay Area have been decimated. 
Peterr Yessne, publisher Staffing Industry Report 

(Silicon(Silicon Valley Biqnk, March 8, 2002) 

Thiss chapter is structured similarly as Chapter 4. Section 5.1 describes the 
information-technologyy (IT) industry in terms of the organization of work and 
employment.. This is followed by sections describing and analyzing the 
industriall  relations system in the Dutch and U.S. IT industries (Section 5.2), the 
usee of flexible staffing arrangements (Section 5.3), and training for IT workers 
(Sectionn 5.4). These sections lead up to a presentation in Section 5.5 of 
empiricall  evidence on training arrangements for flexible workers in the IT 
industry.. Section 5.6 concludes this chapter with a discussion of the key 
findings. findings. 

5.11 Work Organization and Employment 

Onee of the problems when studying the IT industry is the ambiguity in 
definitionss of the industry.1 In this study I look at those firms that are primarily 
involvedd in manufacturing computer equipment (hardware) or developing 
computerr programs (software) that run on this equipment. I also include firms 
thatt implement or support the implementation of software (service delivery).2 

Manyy firms have broadened their scope of business as they combined software 
andd hardware operations, software implementation and software development 
orr all three IT operations. For instance, consultancy firms have entered the 
industryy by adding software implementation to their core-business and in some 
casess have started to develop their own software programs. 

Thee IT industry changes rapidly, spurred by the high degree of technological 
innovation.. Hardware becomes idle quickly, and software programs upgrades 
comee with every new season. With the growing pervasiveness of software-
basedd processes in our society, the industry's clients and users grow. As the 

11 See also FENIT/Berenschot Informatica (1998). The IT industry is also referred to as the ICT 
industryy (where 'C' stands for 'communication') or the high-tech industry. 
22 This corresponds with the definition by the American Electronics Association of the high-tech 
industry.. Contrary to Castells (1996) I do not include genetic engineering. For statistical 
informationn in this study I rely on definitions of the IT industry used by the statistics agencies in 
thee Nedierlands, the United States and the OECD. 
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needd and demand for information technology increase, the market expands and 
competitorss enter. New firms try to fil l niches; market leaders have to stay 
competitive,, prompting further innovation. Firms compete for their market 
sharee by acquiring competitors or by merging with partner organizations. Some 
firmsfirms that once started out as office equipment companies, evolved into 
producerss of hardware, and have expanded their activities by including 
softwaree development. As a result, software and hardware employment as well 
ass manufacturing and service work have become increasingly intertwined and 
interdependent.. The most striking example of this development within a single 
firmfirm can be found at IBM , which originated as the maker of office (or 
'business')) machines but now is also involved in software development and IT 
servicess delivery, such as implementation of software applications at clients. 

A tt the end of the twentieth century, the IT industry has become highly 
globalized.. International trade of I T goods has grown at double the rate of 
tradee in all goods (OECD 2002). Not only export data reveal the international 
naturee of the industry, also the number of foreign-owned affiliates in a country 
indicatedd that the market for IT goods and services is a global one. For 
instance,, total sales of affiliates of U.S. IT firms operating abroad grew twice as 
fastt as the average for U.S. affiliates in all industries combined over the 1982-
19933 period (OECD 1997d). The significance of U.S.-owned IT firms abroad is 
illustratedd by the fact that assets of U.S. affiliates abroad were ten times those 
off  foreign-owned IT firms between 1982 and 1993 (ibid). Presumably, the 
pervasivenesss of American firms in the global IT industry provides the industry 
withh American traits, given the likelihood that multinational firms wil l bring 
partt of the corporate culture from their 'home country' to their 'host country' 
(Porterr 1990). 

Ass in many other industrialized countries, the IT industries in the Netherlands 
andd the United States showed an unparalleled growth, in terms of productivity, 
revenuess and employment (OECD 1997). The demand for skilled workers 
characterizedd much of the employment growth, leading to observations and 
predictionss of a (future) 'skill shortage' by industry associations and 
governmentt agencies (ITAA 1997; FENIT/Berenschot Informatica 1998; U.S. 
Departmentt of Commerce 1997). Especially in the United States, reports about 
aa shortage of skilled workers were debunked. U.S. GAO (1998) found no 
evidencee for a shortage of skilled IT workers in the United States. Mishel et al. 
(1999)) suggest that as far as there has been a shortage it only had a short-term, 
temporaryy character in a very low unemployment economy. Cappelli (2000) 
assertss that there is no shortage, but that there is merely a demand-side 
problem,, rooted in management practices that induce turnover in high-skill 
professionss and rely too heavily on college degrees. Instead of focusing on 
collegee experience and expanding immigration programs, policies should tackle 
within-fir mm problems, such as recruiting, and measuring and rewarding worker 
performance.. Other scholars conclude that it is simply impossible to 
quantitativelyy assess whether there is a shortage of information technology 
workerss (Freeman and Aspray 1999). 



Trainingg Flexible IT Workers 133 

Thee debate over skill shortage focuses on those IT jobs that require medium 
andd high skills, suggesting that the IT industry predominantly offers work for 
peoplee holding these skills. As I show in this chapter, much manufacturing 
employmentt requires littl e or no work experience, can be divided up into small 
andd simple tasks, suitable for outsourcing to specialized production facilities. 

5.1.11 The Netherlands 

Thee Dutch IT industry is characterized by a large number of small 
establishments,, but is dominated by a few major, internationally operating 
firms.. In the computer manufacturing segment (classified as SBI 3002) of the 
I TT industry, the number of firms increased from 200 in 1993 to 385 in 2002, 
withh nearly all of the growth realized in computer manufacturing. The number 
off  firms in Dutch computer services (SBI 72) nearly tripled between 1993 
(6,265)) and 2003 (18,025). Two out of three companies employ no workers, 
andd operate as independent contractor. Less than 1 percent of computer 
servicess firms employed more than 100 workers. 

Employmentt growth in the IT industry was slow in the early 1990s, but 
startedd to pick up by 1995, especially in IT services (see Table 5.1). The second 
halff  of the 1990s saw a growth in investments in information technology by 
Dutchh companies economy-wide. Firms not only wanted to jump on the 
Internet-bandwagon,, they also had to address the millennium bug and prepare 
forr the introduction of the euro-currency. These investments boosted revenues 
andd employment at IT firms, particularly those providing IT services. Total 
employmentt in the IT industry increased by 28 percent during the 1995-98 
period,, by far exceeding the growth rate for the same period in the overall 
economyy (8 percent). As mentioned, employment growth was largely realized 
inn the IT services segment (software, implementation, support and 
consultancy),, with employment rising from nearly 39,000 (1993) to 120,000 in 
2001.. The tight labor market for employees in the IT industry in the late-1990s 
iss best illustrated by the vacancy rate: in 1999, there were 81 vacancies on every 
1,0000 jobs in the IT industry, compared to 30 job openings per 1,000 jobs in 
thee private sector as a whole (CBS 1999). The slightly downward shift in the 
educationall  background of IT workers indicates a shortage of high-skill 
workerss and reflects a tendency of firms to recruit students from schools and 
collegess before they can obtain a degree (Table 5.2). 

Tablee 5.1 
Employmentt in the Dutch IT industry, 1993-2001 (in thousands) 

19933 1995 1997 1999 2001 

ITT Manufacturing (SBI 30) 7.3 7.2 7.0 8.3 8.4 

ITT Services (SBI 72) 38.9 47.5 68.7 108.3 120.7 

Telecommunicationn and components (SBI 32) N/A 98.8 115.0* 123.0 138.8 

Source:Source: Statistics Netherlands; OECD (2002). 
Note:'1998 8 
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Tablee 5.2 
Distributionn of skill levels in the Dutch IT industry, 1996 and 2000-2002 

1996s)) 2000"' 2001b) 2001c) 2002c> 

Intermediatee vocational education 11 29 29 22 17 

Higherr vocational education 60 45 48 47 50 

Universityy 28 22 21 23 24 

Source:Source:a)a) Computable (2001a);b) Computable (2002a);c) Automatiseringgids (2002). 

Givenn the potential of the IT industry to generate jobs and the ever increasing 
relevancee of information technology in society the Dutch government sought 
wayss to encourage the introduction of IT start-ups. Many entrepreneurs 
indicatedd that they needed management and organizational support in order to 
actuallyy start-up an IT firm and bring products and services to the market. 
Furthermore,, high risks involved with starting up an IT firm posed substantial 
barrierss for entrepreneurs to obtain capital in order to start up or develop an IT 
company.. Through the Ministry of Economic Affairs, the government 
addressedd the 'unfriendly' climate for Dutch entrepreneurs by introducing a 
rangee of policy measures under an umbrella called the Twinning Concept'. 
Twinning,, a so-called incubator for IT start-ups, comprised three elements: a 
network,, centers and funds. The Twinning Network consisted of experienced 
Dutchh IT executives led by former Compaq vice-president Roel Pieper. The 
Twinningg Centers would accommodate the physical business needs of start-ups 
(e.g.. office space). The Twinning Funds provided Dutch IT entrepreneurs with 
venturee capital to start-up and expand IT businesses.3 Al l in all, from 1998 to 
20022 the Dutch government would invest nearly euro 20 million through 
Twinningg to encourage the start-up of Dutch IT companies. Given the 
restrictionss set by the European Commission on state support individual firms 
couldd receive up to euro 180,000 in government funding. At the height of the 
I TT boom, the Dutch parliament decided that the government should privatize 
Twinning.. Under worsening market conditions the government found no 
potentiall  buyers and decided to support Twinning, provided that it would 
breakk even by the end of 2003. It did not succeed in achieving this goal and the 
governmentt was forced to terminate this initiative. Long considered a 'best 
practice',, Twinning was one of several government subsidies and investment 
measuress that were introduced in the late 1990s to boost innovation in the 
Dutchh IT industry and other technological industries.4 

Thee first years of the new millennium marked a decline in economic growth of 
thee IT industry. The international economic recession and reduced domestic IT 
spending,, partly due to market saturation and the 'millennium push' no longer 
beingg a force, caused IT firms to cut their workforce. Job openings for the 
computerr services segment slightly declined to 77 per 1,000 jobs, whereas the 

33 Kamerstukken II1997-1998, 25518, no. 4. 
44 See Ritsema (2000) for an overview of the measures. 
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overalll  vacancy rate in the Dutch economy was 34.5 Industry growth is mainly 
attributedd to telecommunication companies and computer services firms. 
Particularlyy firms specialized in security software thrive in the post-September 
111 period. Another development dominating the Dutch IT industry in the new 
millenniumm is the outsourcing of work to Asia and Eastern Europe (CBS 2002). 

5.1.22 The United States 

Thee American Electronics Association provides an adequate working definition 
off  the U.S. IT industry, including hardware, software, and services, also used by 
thee Bureau of Labor Statistics (AeA 2003).6 The computer manufacturing 
industryy ('SIC 357' in the old classification system, 'NAICS 334* in the new 
Northh American Industry Classification System) is defined as those 
establishmentss that are primarily engaged in manufacturing electronic 
computers,, peripherals, and storage devices.7 Employment in computer 
manufacturingg has gradually declined over time, as demonstrated in Table 5.3. 
Tabless 5.4 and 5.5 show employment development for the communication 
equipment,, and electronic components and accessories industries, which both 
includee parts of computer manufacturing employment as defined in NAICS 
334. . 

Tablee 5.3 
Employmentt and wages in U.S. computer manufacturing, 1999-2002 

1999 9 

2000 0 

2001 1 

20021) ) 

20022' ' 

Source:Source: Bureau of Labor Statistics 
Notes: : 
1)) NAICS 334100 (Computer and Peripheral Equipment Manufacturing) is 84.1 percent of SIC 357. 
2)) NAICS 333300 (Commercial and Service Industry Machinery) is 4.6 percent of SIC 357. 

Employment t 

331,230 0 

355,830 0 

318,940 0 

236,750 0 

123,580 0 

Mediann Hourly Wage 

$22.33 3 

$22.27 7 

$24.23 3 

$25.13 3 

$16.71 1 

Meann Annual 

$52,100 0 

$53,360 0 

$56,950 0 

$60,110 0 

$43,410 0 

55 Source: Statistics Netherlands (2001), Webmaga^ine April 2, 2001. Retrieved at: 
http://wwwxbs.rd/pubUcaties/artikelen/algemeen/webrnagazine/artikelen/20011 /0747k.htm 
66 The definition includes several industry segments not used for the definition in the 
Netherlands. . 
77 SIC 357 is further divided in: Electronic Computers (SIC 3571), Computer Storage Devices 
(SICC 3572), Computer Terminals (3575). Computer Peripheral Equipment, not elsewhere 
classifiedd (SIC 3577). Calculating and Accounting Machines, except Electronic Computers (SIC 
3578),, and Office Machines, not elsewhere classified (SIC 3579). NAICS 334 includes: 
Computerr and Peripheral Equipment Manufacturing (3341); Communications Equipment 
Manufacturingg (3342); and Semiconductor and Other Electronic Component Manufacturing 
(3344). . 

http://wwwxbs.rd/pubUcaties/artikelen/algemeen/webrnagazine/artikelen/2001
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Tablee 5.4 
Employmentt and wages in U.S. communications equipment, 1999-2002 

Year r 

1999 9 

2000 0 

2001 1 

20021) ) 

Employment t 

266,330 0 

284,500 0 

242,230 0 

166,410 0 

Median n 

$18.35 5 

$18.05 5 

$19.16 6 

$18.38 8 

Hourlyy Wage Meann Annual Wage 

$46,010 0 

$46,100 0 

$48,420 0 

$48,510 0 
Source:Source: Bureau of Labor Statistics 
Note: : 
111 NAICS 334200 (Communications Equipment Manufacturing) is 85.2 percent of SIC 366. 

Tablee 5.5 
Employmentt and wages in U.S. electronic components and accessories, 1999-2002 

Year r 

1999 9 

2000 0 

2001 1 

20021) ) 

Employment t 

662,170 0 

718,340 0 

584,060 0 

497,110 0 

Mediann Hourly Wage 

$13.67 7 

$14.40 0 

$15.99 9 

$17.05 5 

Meann Ar 

$37,150 0 

$38,750 0 

$42,990 0 

$46,100 0 

Source:Source: Bureau of Labor Statistics 
Note: : 
1)) NAICS 334400 (Semiconductors and Electronic Components) is 95.6 percent of SIC 367. 

Fromm 1999 to 2002 production occupations made up a fift h to a quarter of 
totall  employment in the computer manufacturing industry. The average annual 
wagee of a production worker in this industry ($28,800) is significantly lower 
thann the two other prominent occupational groups, computer and 
mathematicall  occupations ($76,120) and architecture and engineering 
occupationss ($70,470), and presses down the average wage in this industry. 
Electricall  and electronic equipment assemblers comprise more than half of all 
productionn workers in this industry. Employment in electronic equipment, 
electronicc components, and semiconductors (SIC 367) has remained fairly 
stablee during 1988-1996 (608,600 and 608,900 workers respectively (Luker and 
Lyonss 1997). This industry comprises establishments primarily engaged in 
manufacturingg semiconductors and other components for electronic 
applications.. Examples of products made by these establishments are 
capacitors,, resistors, microprocessors, bare and loaded printed circuit boards, 
electronn tubes, electronic connectors, and computer modems. While Michael 
W.. Hart, then director of personnel relations at National Semiconductor Corp. 
thoughtt in 1983 that "we wil l be changing all our collars to white over the next 
feww years" (Forester 1987), production jobs continue to make up early half of 
alll  employment in the semiconductor industry. Typically production workers, 
suchh as assemblers, earn a median hourly wage of $11 (compared to almost $25 
hourlyy for engineering occupations in the same industry). 

Thee number of jobs in computer services (SIC 737/NAICS 5415) increased 
fromm 106,700 in 1972 to 628,600 in 1987 and 2.2 million in 2000. Employment 
inn computer and data-processing services and selected components grew at 
nearlyy 14 percent yearly over this period (see Table 5.6). This industry 
comprisess establishments primarily engaged in providing expertise in the field 
off  information technologies through one or more of the following activities: (1) 
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writing,, modifying, testing, and supporting software to meet the needs of a 
particularr customer; (2) planning and designing computer systems that integrate 
computerr hardware, software, and communication technologies; (3) on-site 
managementt and operation of clients' computer systems and/or data 
processingg facilities; and (4) other professional and technical computer-related 
advicee and services. Table 5.7 shows recent employment changes. 

Tablee 5.6 
Annuall employment growth in U.S. computer and data-processing services, 1995-2001 (percentages) 

1995-20000 2000-2001 

Computer-programmingg services 

Prepackagedd software 

Computerr integrated systems design 

Dataa processing and preparation 

Informationn retrieval services and computer-related services 

Averagee growth 

15.7 7 

10.5 5 

11.0 0 

4.9 9 

23.4 4 

13.6 6 

1.5 5 

4.5 5 

5.3 3 

5.9 9 

3.4 4 

3.6 6 

Source:Source: Bureau of Labor Statistics cited in Krantz (2002). 

Tablee 5.7 
Employmentt and wages in U.S. computer services, 1999-2002 

Year r 

1999 9 

2000 0 

2001 1 

200211 1 

2002*' ' 

20023' ' 

20024' ' 

2002"1 1 

20021,;i,:J)*,5) ) 

Employment t 

1,896,070 0 

2,243,030 0 

1,987,460 0 

1,119,150 0 

295,370 0 

244.550 0 

130,640 0 

32,700 0 

1,822,410 0 

Mediann Hourly Wage 

$23.54 4 

$25.00 0 

$26.48 8 

$28.30 0 

$20.03 3 

$30.91 1 

$23.67 7 

$25.14 4 

N/A A 

Meann Annual Wage 

$53,660 0 

$56,960 0 

$59,740 0 

$65,810 0 

$49,130 0 

$69,730 0 

$58,250 0 

$61,330 0 

N/A A 

Source:Source: Bureau of Labor Statistics 
Notes: Notes: 
1>> NAICS 541500 (Computer Systems Design and Related Services) is 58 percent of SIC 737. 
2)) NAICS 518200 (Data Processing, Hosting and Related Services) is 13.7 percent of SIC 737. 
3)) NAICS 511200 (Software Publishers) is 12.4 percent of SIC 737. 
4)) NAICS 518100 (Internet Providers and Web Search Portals) is 8.5 percent of SIC 737. 
5)) NAICS 516100 (Internet Publishing and Broadcasting) is 1.8 percent of SIC 737. 

Inn order to meet the temporary need of U.S. employers for workers the 
Immigrationn and Nationality Act of 1952 created the so-called H-l nonimmigrant 
category,, enabling employers to temporarily hire foreign workers. The law was 
amendedd by the Immigration Act of 1990, which allowed U.S. employers to hire 
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foreignforeign workers in certain specialty occupations, generally those requiring a 
bachelor'ss degree or its equivalent, under the H-1B visa classification. Foreign 
workerss such as engineers, teachers, computer programmers, medical doctors, and 
physicall  therapists may be employed under this classification. Given the growing 
needd for IT personnel during the second half of the 1990s and the simultaneous 
shortagee of skilled workers in the domestic labor market, U.S. firms increasingly 
soughtt the solution for their staffing needs overseas. The H-1B visa program 
enabledd IT firms to hire high-skill foreign workers for specialty occupations.8 In 
orderr to further accommodate IT firms and other companies in need of skilled 
workers,, the U.S. government decided to increase the annual cap on H-1B visas 
forr fiscal year 1999 from 65,000 to 115,000 under the 1998 American 
Competitivenesss and Workforce Improvement Act. On June 15, 1999, the 
Immigrationn and Naturalization Service announced that the visa cap was reached, 
welll  before the end of the fiscal year in September. Of the maximum 115,000 H-
1BB visas, 79,000 had been approved for IT-related occupations, compared to 6,000 
inn 1992 (GAO 2000b). After a long debate in Congress the yearly limit was raised 
inn 2000, to 195,000 for the years 2001 through 2003, with the passage of the 
Americann Competitiveness in the Twenty-First Century Act. In the year 2000, 60 
percentt of the 115,000 approved H-1B visas were for IT-related occupations and 
theirr share declined with the economic downturn. In 2002, 45 percent of the 
79,1000 approved H-1B beneficiaries was employed in an IT job (GAO 2003). 

Withh littl e doubt, the epicenter of the American, if not that of the world, IT 
industryy can be located at the south tip of the San Francisco Bay Area, in Santa 
Claraa County. Silicon Valley, as this region is more popularly referred to, 
probablyy captures best the impact on the organization of work and on 
employmentt in the IT industry in the past decades. Since Stanford University 
graduatess William Hewlett and David Packard started their electronics firm in a 
garagee in Palo Alt o in the 1930s, the region has become home to many IT 
firms.firms. In 2002, 500 of the 3100 members of the American Electronics 
Association,, one of the industry's main lobby organizations, were located in 
Siliconn Valley. 

Thee federal government, in purchasing electronic components for defense 
andd aerospace purposes, influenced the growth of the U.S. IT industry in the 
1940ss and 1950s, particularly the production of semiconductors (Levin 1982). 
Siliconn Valley was one of the regions were semiconductor manufacturers 
flourished,flourished, sowing the seeds for economic development in an area long known 
forr its agriculture. In the 1980s and 1990s, the region saw the arrival of 
personall  computer makers, software firms, and internet companies. 

Thee high degree of innovation that triggered the rapid growth of Silicon 
Valleyy as the world's leading technology region is attributed to regional features 
(Saxeniann 2000). Nearby Stanford University and the University of California at 

88 For instance, among the top six firms with the most approved H-1B workers during the first 
fivefive months of fiscal year 2000 (October 1999-February 2000) were Motorola, Oracle, Cisco, 
Intel,, and Microsoft, which together employed nearly 3 percent of all 81,000 nonimmigrant 
workerss authorized during that period (INS 2000). 
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Berkeleyy delivered graduates with a shared educational background, enabling 
informall  relationships between firms. The close inter-firm ties were further 
facilitatedd through the spatial proximity of firms in the Valley. Informal 
socializingg after work and information exchange on the job between 
competitorss prompted the diffusion of technological knowledge and labor 
markett information. People developed strong loyalties with people, rather than 
withh companies or industries. As Saxenian (2000) concludes, Silicon Valley was 
characterizedd by inter-firm and inter-industry networks, in which firm 
boundariess had become blurred. 

Thee boom and bust of the IT industry in the United States is probably best 
illustratedd by employment and wage data for the so-called driving industry 
clusterss in Silicon Valley, comprising geographic concentrations of 
interdependentt firms in related industries (joint Venture: Silicon Valley 1998). 
Thee clusters include computers and communications; semiconductors and 
semiconductorr equipment; software; bioscience; defense and aerospace; 
innovationn services; and professional services.9 In 2001, these clusters 
representedd 41 percent of all jobs in Silicon Valley. Tables 5.8 and 5.9 illustrate 
employmentt and wage growth for Silicon Valley's IT clusters during the 
informationn technology boom and bust. 

Tablee 5.8 
Annuall employment changes in Silicon Valley IT industry dusters, 1996-2002 

19955 1996 1997 1998 1999 2001 2002 

Computerss and communications N/A 

Semiconductorss and . „ Q 0 

semiconductorr equipment 

Softwaree +7,215 

Source:Source: Joint Venture's Silicon Valley Index, various years. 

Tablee 5.9 
Averagee annual wage in Silicon Valley IT industry clusters, 1995-2001 

19955 1997 1999 2000 2001 

Computerss and communications $62,500 $73,080 $124,700 $166,100 $117,300 

S n l ^ u T p m e n tt $ 7 4 ' 3 0 0 $ 8 3 ' 6 9 0 * 1 1 7 ' 0 0 0 «160,300 $116,600 

Softwaree $78,400 $90,380 $110,100 $165,200 $112,000 

Source:Source: Joint Venture's Silicon Valley Index, various years. 

Thee number of publicly traded firms in Silicon Valley of which revenues have 
grownn at least 20 percent in (at least) the preceding four years, with a minimum of 

+10,100 0 

+9,600 0 

N/A A 

+7,500 0 

N/A A 

+8,300 0 

+6,210 0 

+6,710 0 

+6,970 0 

+170 0 

-13,400 0 

+12,600 0 

+14,000 0 

+4,400 0 

++ 6,400 

-27,000 0 

-16,000 0 

-15,600 0 

99 Innovation services include computer maintenance, repair, leasing and rental, as well as 
engineering,, research and testing, and wholesale trade. Among professional services personnel 
supplyy services and temporary agency work can be found. 
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$11 million, declined from 92 in 1998 to 9 in 2002, the fewest since 1992, Less than 
halff  of these so-called nine gazelle companies in 2002 were in IT.10 

5.1.33 Summary 

Whatt becomes clear from the sections above is the fact that the IT industry is very 
diversee in terms of the economic activity of the firms grouped under this label, 
includingg both manufacturing and service jobs. It is therefore not surprising that 
ITT jobs range from low-skill (e.g. assembly line workers in computer 
manufacturers)) and intermediate-skill (e.g. technical writers) to high-skill (e.g. data 
basee administrators) occupations. IT firms in both countries had difficulties in 
meetingg the demand for skilled IT labor during the 1990s, increasingly relying on 
temporary,, outside workers. 

AA main difference between the two countries is of course that the heart of IT 
innovationn lies in the United States. In the Netherlands, developments in the IT 
industryy follow those in the United States. Whereas entrepreneurship is more a 
givenn in the United States, the Dutch government had to play an active role in 
orderr to remove barriers for start-up companies in the Netherlands. 

5.22 Industrial Relations11 

Whereass construction is an age-old industry, information technology is relatively 
young,, with major parts of it having originated in the past three decades. Its 
idiosyncrasiess has shaped a terrain that is relatively unfamiliar to unions: an, on 
average,, relatively highly skilled workforce, high worker mobility, management 
strategiess to bring workers into the company on a temporary basis (by using 
contractorss or other flexible workers) or to take work out of the company to 
workerss overseas (outsourcing to workers in India, China and, more recendy, low-
wagee countries in Eastern Europe). In addition to these industry features, a more 
generall  law shaped industrial relations in the IT industry, namely that labor market 
conditionss determine who has the upper hand in negotiating the employment 
contract:: the firm or its employee. The shortage of skilled IT workers in the late 
1990ss provided high-skill workers with the power to individually negotiate the 
mostt favorable contracts. With bargaining power residing in the individual worker, 
thee need for union representation seemed absent for a majority of IT workers. 
Thiss section provides a brief historical context of the industrial relations in the 
Dutchh and U.S. IT industries. This context helps understand the training initiatives 
thatt take place in the IT industry both for regular workers (Section 5.4) as well as 
forr flexible workers in the industry (Section 5.5). 

100 These nine firms were: Affymetrix, Inc., eBay, Inc., Greater Bay Bancorp, Inhale Therapeutic 
Systems,, Liberate Technologies, Net IQ Corp., Sangstat Medical Corp., Verisign, Inc., and 
Viragee Logic Corp. 
111 This section draws on Van Liempt and Van Velzen (2003). 
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5.2.11 The Netherlands 

Workerss in the IT industry are represented by the unions of the federations CNV, 
FNV,, and De Unie. Union density strongly varies among the three IT segments. 
Membershipp for the hardware segment is estimated at 28 percent, whereas 6 
percentt of employees at software and IT services companies is a union member.12 

Thee 'Vereniging ICT Nederland' is the principal lobby organization for IT 
companies.. This organization, which primarily focuses on influencing the agenda 
off  policy makers, represents 300 office equipment companies (united in V-ICT 
Nederland)) and 200 software firms (which are member of FENIT13). 

Inn terms of regulation of industrial relations, the Dutch IT industry is characterized 
byy a sharp distinction between software and hardware companies. For long, 
collectivee bargaining and the use of collective agreements have been limited to the 
hardwaree segment of the IT industry. This has originated from the fact that current 
hardwaree firms have their roots in the office equipment industry, a traditional part 
off  the economy in terms of the industrial relations system. The hardware segment 
iss covered by a collective agreement (usually referred to as the 1CK agreement') 
whereass most software companies do without such an agreement. Hardware firms 
aree represented in the ICK collective bargaining process by 'Werkgeversvereniging 
ICT'. . 

Thee ICK agreement is not extended by the Ministry of Employment and Social 
Affairss to include all hardware firms.14 According to Van Liempt and Van Uffelen 
(2000)) extension of the agreement would affect other industries that operate in 
similarr areas as hardware firms, such as manufacturing (assembly of metal 
components;; micro electronics) and retail (sellers of office supplies). The firms that 
aree bound by the ICK agreement (almost) exclusively employ personnel that sells, 
assembles,, distributes, repairs and/or maintains (part of) hardware.15 The ICK 
agreementt includes the following under 'hardware': 

Hardwaree systems (infrastructure for data processing); 
Officee machines (technology supporting administration and administration 
processes); ; 
Networkk infrastructure (design and implementation of physical 
infrastructuree for data transport); 
Systemm software; 
Documentt services (operational management of client document flows).16 

122 Both figures pertain to 1999 (Computable 2001b). 
133 FENIT members represent 80 percent of all software companies. 
144 According to the FNV database the agreement would cover 11,800 workers (15,600 after 
extension).. The collective agreement was not extended as of January 2002. 
iss Cluster 2, sections 1.1 and 2.1 of the 2000-2001 ICK agreement. 
166 Cluster 2, section 2.2 of the ICK agreement. The agreement excludes retail firms with 50 
percentt or more of their revenues originating from sales of books, maga2ines, CD-I en CD-
ROM,, office equipment, and automated products other than software and hardware services. 
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Inn addition to the hardware segment, collective agreements have been concluded at 
severall  companies in the software and services segments (see Table 5.10). These 
companies,, however, constitute a minority in terms of the number of people 
coveredd by an agreement: in 2001, 23 percent of all employees in software and IT 
servicess were covered by a collective agreement. The current ICK and company 
agreementss cover about 50,000 employees. 

Generally,, management of software and services firms indicates that high-skill 
workers,, who are dominant in this part of the industry, do not need to be 
representedd by unions. According to management, union involvement would 
impedee worker mobility and flexibility . Unions themselves feel that there remains a 
clearr need for their presence in the industry, although they acknowledge that high-
skilll  workers are capable of negotiating many of the terms and conditions of their 
employment.. Often management negotiates with the company's works council, but 
collectivee agreements can only be concluded between management and unions. 
Typically,, collective agreements in the IT industry address issues at headlines in so-
calledd 'framework agreements', leaving room for individual companies to negotiate 
withh individual employees about the specifics of an employment contract. 

Companyy and collective agreements in the Dutch IT industry (2003) 

ICKK collective agreement 

Philipss 'A' 

Philipss 'B' 

Pinkk Roccade 

Atos-Origin n 

Getronics s 

Oce e 

Xerox x 

EDSS International 

Torex-Hiscom m 

Debiss IT Services Benelux 

Bull l 

T-systems s 

Employeess covered 

31,000* * 

20,000 0 

14,000 0 

8,700 0 

9,000 0 

5,600 0 

4,000 0 

2,300 0 

1,540 0 

300 300 

209 9 

200 0 

200 0 

Source:Source: FNV Collective Agreement Database; personal communication FNV organizer; personal 
communicationn organizer De Unie. 
Note:Note: These are all workers employed at firms that are members of "Werkgeversvereniging ICT'. 

Twoo factors underlie an IT firm's decision to conclude a collective agreement 
withh unions (Van Liempt forthcoming). One factor is rooted in the corporate 
culturee and history. Some of the firms using a collective agreement have 
originatedd from computing centers, which were established decades ago under 
conditionss favoring the use collective agreements. Two of these companies are 
Roccadee (later merged with Pink Elephant to become PinkRoccade) and 
Origin,, which was acquired by the French company Atos, but started as a part 
off  consumer electronics firm Philips NV. 
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AA second factor causing firms to conclude a collective agreement is triggered 
byy the growth strategy. Acquisitions of one IT firm by another can sometimes 
onlyy take place on the condition of the acquiring firm promising to use a 
collectivee agreement. It is the acquired firm demanding that a collective 
agreementt is used, securing a high level of terms and conditions of 
employmentt for its personnel. 

5.2.22 The United States 

Withh the rise of employment in the IT industry in the 1970s came union 
attemptss to organize IT workers. In Silicon Valley, traditionally the heart of the 
U.S.. IT industry, the United Electrical Radio and Machine Workers (UE) 
reachedd out to workers in manufacturing jobs at semiconductor companies 
throughh its organizing committees. They were met with fierce resistance by the 
employers.. Intel's co-founder Robert Noyce epitomized the anti-union climate 
inn the industry: "Remaining non-union is an essential for survival for most of 
ourr companies. If we had the work rules that unionized companies have, we'd 
alll  go out of business. This is a very high priority for management here. We 
havee to retain flexibility  in operating our companies. The great hope for our 
nationn is to avoid those deep, deep divisions between workers and 
management,, which can paralyze action" (Rogers and Larsen 1984, 191). The 
Machinists,, the Teamsters and the Stationary Engineers unions, attempted 
severall  times to organize Intel workers. Only once did they manage to get an 
election,, in which they were defeated by a four to one margin (Wolfe 1983). 

Off  all union drives in Silicon Valley since the early 1970s none of them brought 
workerss a union contract. The anti-union stance among employers coupled 
withh union-busting strategies constituted only one of the barriers for unions to 
enterr the IT industry. A substantial number of both high and low-end IT 
positionss is occupied by foreign workers. Both undocumented workers in 
manufacturingg jobs and H-1B visa holders (guest workers) in software 
companiess - for whom being employed is a prerequisite to live in the country -
shunn union involvement for fear of being deported. Unions fight an uphill 
battlee also because of the shortage of skilled workers that characterizes much 
off  the 1990s. Companies apply a wide range of strategies to entice workers to 
joinn a firm and stay with the company, from foosball tables and free bagels on 
Mondayss to signing bonuses and stock options. Employees can ask almost 
everythingg they want, or they wil l leave for another firm, particularly in 
Californiaa where non-competition clauses are prohibited. Being able to vote 
withh their feet, 'dot-com yuppies' and 'Internet cowboys' do not feel a need for 
aa union. 

However,, during these boom times unions managed to tap into the 
discontentt of a group of high-tech have-nots: the temporary workers who are 
employedd on a large scale by firms in the IT industry. In 1998, all eyes were set 
onn the Seattle area where a number of (former) temporary agency workers at 
Microsoftt Corporation organized themselves in order to collectively voice their 
dissatisfactionn with the way Microsoft and temporary work agencies are 
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treatingg agency workers. To secure the organization's flexibility,  6,000 out of 
Microsoft'ss approximately 19,000 Seattle-based workers at that time were 
'contractors':: temporary workers who are on assignment at Microsoft for a 
durationn anywhere between six months and six years. Microsoft does not hire 
thesee 'permatemps' as they are popularly dubbed, but rather sends them to a 
temporaryy work agency through which they are then employed at Microsoft. 
Microsoftt executives stated that using temporary agency workers is fair to these 
workers:: workers do not come in thinking they have permanent jobs only to 
findfind themselves out of work at the end of their project (New York Times 1999). 
A tt Microsoft the temporary agency workers do exacdy the same work as 
regularr Microsoft employees. What separates the agency workers from 
Microsoftt employees is the fact that they miss out on benefits, cannot attend 
companyy events and have to wear orange ID badges, distinguishing them from 
thee blue-badge Microsoft workers. Non-competition clauses prohibit agency 
workerss to apply for jobs at Mcrosoft (Seattle Times 1999). In the light of these 
workingg conditions and in the wake of the decision in Vizcaino v. Microsoft Corp. 
(seee Chapter 3), the aforementioned group of (former) temporary workers 
establishedd WashTech, the Washington Alliance for Technology Workers.17 

WashTech'ss member base slowly but steadily expanded over the months 
followingg its inception, with technology workers from other companies in the 
Seattlee area joining the alliance. Microsoft's chose to ignore the worker 
representationn as it considers the temporary work agencies to be the employers 
off  the workers (Seattle Times 1999). WashTech became an official affiliate of 
Thee Newspaper Guild-Communication Workers of America (TNG-CWA), 
throughh which it received financial support to finance its organizing and 
awarenesss campaigns. By the summer of 1999 WashTech had 250 dues paying 
memberr and 1,400 subscribers to its listserv (Van J aars veld 2000). 

Whilee the legal heat was on Microsoft to find ways to deal with its 
'permatemp'' problem (see hereafter), WashTech expanded its organizing 
activitiess to include all kinds of technology workers in the Seattie area. In 
Novemberr 2000, 400 employees at the customer service department of Internet 
retailerr Amazon.com in Seattle sought union representation through 
WashTech.. Their complaints included job insecurity, mandatory overtime 
shifts,, and erratic work schedules. An Amazon spokeswoman stated that the 
companyy "needs to be flexible in order to innovate on behalf of customers and 
employees.. Unions are not terribly flexible when it comes to making changes 
forr the workforce or customer base" (Computerworld 2001). She added "we just 
don'tt think [having a union] it's going to be in the best interest of our 
company""  (CNET News.com 2001). Two months later, the company announced 
thatt it would close the entire department in spring 2001; the majority of 
workerss were. A similar scenario took place at the San Francisco product-
revieww company etown.com. A workers' request for elections to join the 

177 Another factor contributing to WashTech's formation is the decision by the Washington State 
Departmentt of Labor and Industries to eliminate overtime pay to IT employees who earn more 
thann $27.63. This decision affects high-tech agency workers who on average earn $30 per hour 
(DuRivagee 1999). 

news://News.com
http://etown.com
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Northernn California Media Workers Guild, a CWA affiliate, in January 2001 
wass approved by the NLRB. The company's president dismissed the desire for 
aa union by stating that "unions have a political agenda, we care about our 
employees'' jobs and their well-being." Etown.com shut its business early 2001. 

Whetherr or not the closures of the Ama20n.com department and etown.com 
weree motivated by the imminent arrival of a union at the companies, the 
responsee of employers to 'automate or relocate' (or shut down, for that matter) 
iss nothing new in the IT industry. In a widely publicized union drive, the 
Glaziers,, Architectural Metal and Glassworkers Union attempted to organize 
workerss at Atari in 1982. After the Glaziers claimed to have collected enough 
workerr signatures to organize an election, the company initially responded by 
pamperingg and simultaneously intimidating workers (Hossfeld 1995). Worker 
supportt for the election subsequently eroded. As the union was preparing a 
secondd drive, company management announced that it was relocating its 
productionn to South East Asia. As a consequence, 1,700 people in the Valley 
lostt their jobs. A second, and even more compelling, example can be found in 
thee case of Versatronex, a manufacturer of electrical coils and subcontractor 
forr IBM . In 1992 a UE-supported workers' demand for better working 
conditionss at the plant spilled into a six-week strike. As strikers camped out in 
frontt of one of the company's main customers, some of them go on a hunger 
strike.. In January 1993, after the workers' actions win recognition for a union, 
thee plant is closed (Bacon 1993). 

Inn the few cases where traditional organizing strategies create inroads for 
unionss into the IT industry, they do so through traditional parts of the industry. 
Inn the telecommunications segment of the IT industry unions benefit from 
theirr historically solid member base in landline telephony in organizing workers 
att (divisions of) mobile telephone companies. For nearly half a century, the 
CWAA had a strong tradition of representing blue-collar telecom workers prior 
too the break-up of the AT&T-ru n Bell System in 1984. Following this 
divestituree the CWA was confronted with a workforce scattered over 
numerouss small firms in a deregulated market for telephony. The two-dozen 
regionall  Bell companies (the 'Baby Bells') acquired other firms, merged with 
eachh other, and expanded their activities to include wireless and broadband 
telecommunications.. This development was characterized by an increased use 
off  temporary staffing arrangements and non-union workers in the new 
departmentss of the companies. The union was rapidly losing ground among 
telecomm firms: 65 percent of AT&T' s workforce in 1984 was a union member, 
whereass a decade later union density at the company was 43 percent (DuRivage 
1999).. Although the CWA was able to sustain sizeable representation of 
workerss at companies that provide residential telephone services during the 
secondd half of the 1990s, it failed to reach out to employees in the growing 
'neww economy' segments of telecommunications, such as wireless and 
broadbandd (Batt, Katz and Keefe 1999). However, at the turn of the century, 
thee CWA was able to transform itself into the 'union for the information age', 
ass organizing campaigns at wireless phone companies are successful. In 2001 

http://Etown.com
http://Ama20n.com
http://etown.com
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andd 2002 the CWA and the International Brotherhood of Electrical Workers 
(IBEW)) organized workers at Verizon Wireless, the largest mobile phone 
companyy in the United States and 11,000 workers at Cingular Wireless, the 
second-largestt player in this field. The CWA already represented 72,500 
workerss at Verizon Communications, which was created after Bell Adantic 
acquiredd GTE. However, only 46 of the 32,000 workers at Verizon Wireless 
weree unionized prior to the organizing drive.18 Cingular was formed by a 
mergerr between SBC Communications and BellSouth. Most of the Cingular 
workerss now represented by the CWA are former SBC employees, who had a 
unionn contract prior to the merger with BellSouth. The CWA also has 
bargainingg units at Sprint Wireless and AT& T Wireless. 

A tt the beginning of the twenty-first century the CWA represents more than 
740,0000 information technology and communications workers. The union 
traditionn in the Bell System echoes through today's industrial relations system 
inn the IT industry. The CWA also represents 57,000 workers at AT&T , Lucent 
Technologiess (spunoff from AT& T in 1996), and Avaya Communications 
(spunofff  from Lucent in 2000). 

Thee most recent actions of the union are directed at computer giant IBM. 
Workerss at IBM have formed AUiance@IBM, a CWA affiliate. The Alliance 
doess not have any bargaining power, but has been successful in pressuring IBM 
too improve pension schemes for 65,000 workers {Computerworld\999\ New York 
TimesTimes 2000b). Through its affiliation with CWA AUiance@IBM is currendy 
strivingg to gain bargaining rights with the company. If successful, unions would 
havee a tremendous foot in the door of the IT industry. Freeman and Rogers 
(2002)) have labeled Alliance@IBM the most striking example of open source 
unionism,, a form of unionization that is open to workers who are in favor of a 
union,, but have not (yet) managed to win a union election. 

AA union that is open for all workers everywhere is the Working Partnerships 
Membershipp Association, which has been created under the leadership of the 
AFL-CI OO South Bay Labor Council in San Jose, California. Through Working 
Partnerships,, organized labor is successfully reaching out to low-skill workers 
employedd in Silicon Valley, not only at IT firms. Many of these workers are in 
temporaryy positions doing clerical, light-industrial and manufacturing work. 
Employeess can join Working Partnerships at a $25 fee. This member 
associationn then offers workers access to health care and training, and provides 
additionall  worker benefits. Together with the WashTech initiative Working 
Partnershipss epitomizes union responses to regional dynamics, cutting through 
companiess and occupations and facilitating grassroots organizing. 

5.2.33 Summary 

Americann unions have gained some ground in the IT industry by applying new 
organizingg strategies that focus on workers with common identities, such as 
immigrantt workers and temporary agency workers, and by broadening the 

188 New York Times (2000). Phone Workers Fight for Place in Wireless Era. July 31. Section A, 
pagee 1. 
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scopee of activities to include workers in all segments of the IT industry. Table 
5.111 summarizes the main features of the industrial relations in the IT industry 
inn both countries. 

Tablee 5.11 
Industriall relations in Dutch and U.S. IT industries compared 

Rolee of industry associations 
andd employers' organizations 

Mostt important actors with 
regardd to collective 
bargaining g 

Scopee of collective 
bargaining g 

Unionn strategies 

Unionn density 

Netherlands s Unitedd States 

Predominantlyy a lobby organization. 

Unions,, works councils and the 
nationall employers' association 
(AWVN) ) 

Onee industry collective agreement 
existss in hardware.. 15 collective 
agreementss are concluded at the 
companyy level. 

Presentingg collective agreements as 
modemm flexible institutions (ICK 
collectivee agreement). 

Workerr representation in collective 
bargainingg processes, voicing worker 
concernss {worker advocacy). 

28%% hardware segment 
6%% software and services 
25%% nationally 

Mainn differences compared to No industry-wide negotiations exist, 
dominantt national industrial 
relationss system 

Lobbyy (influencing policy agenda) 

Industryy unions and individual firms 

Companyy level 

Industry-widee approach. 

Fromm worker advocacy to worker 
organization. . 

14%% in IT industry (including telecom) 
8.5%% nationally (private sector) 

Increasingg union presence. Union services 
alsoo open for workers in nonunion firms. 

5.33 Flexible Employment in the IT Industry 

5.3.11 The Netherlands 

Thee growth of the IT industry in the second half of the 1990s coincided with, 
andd probably triggered, an increased use of flexible staffing arrangements. The 
needd for flexible workers arose as a result of the hausse in temporary, project-
basedd employment at firms addressing the Y2K-bug and preparing for the 
introductionn of the euro currency. Nearly 60 percent of firms in need of 
additionall  manpower relied on temporary agency workers (EIM 2001). 

Inn addition to the IT services firms that dominated the Dutch market for high-
skilll  IT consultants (such as Origin, Getronics and PinkRoccade), temporary 
workk agencies (e.g. Manpower, Randstad and Brunei), and consultancy and 
accountancyy firms (CMG, Cap Gemini, KPMG and others) entered the market 
forr flexible IT personnel. Leading staffing agencies saw their annual revenues 
fromm temporary IT staffing doubling halfway through the decade {Computable 
1997b).. Part of the cause for the growth of temporary agency work in the 



1488 Learning on the Fly 

Dutchh IT industry at that time was the fact that temporary work agencies were 
ablee to facilitate employment flexibility , worker mobility and chances for 
continuouss learning. Besides the temporary need for additional IT workers the 
industryy also faced a more structural lack of skilled workers due to the labor 
markett tightness. Temporary work agencies and other labor market 
intermediariess served as an information broker for employers looking for 
skilledd workers and for employees looking for the most favorable employment 
conditions.. In order to attract high-skill workers agencies offered a range of 
incentives,, such as company cars, generous compensation schemes, and 
trainingg programs. 

Thee government played a role in creating a temporary IT workforce by actively 
recruitingg specialists for the so-called 'Millennium Platform', which was 
introducedd to repair millennium bugs and prepare firms for the conversion of 
thee Dutch guilder to the euro currency. Thousands of people applied for a 
temporaryy job through the Millennium Platform. A campaign to make 
especiallyy small and medium enterprises aware of the necessity to address the 
millenniumm bug, led to an estimated 5,000 potential job openings. However, 
onlyy 800 vacancies were reported by firms and 40 'millennium workers' could 
bee placed by the Platform. Although initially firms had stated to be in need of 
temporaryy personnel specialized in Y2K-tasks, it turned out that many 
companiess did not (want to) rely on external workers and instead were capable 
off  addressing the issues themselves, something the Millennium Platform, 
includingg the IT employers' association, did not expect to happen. 

Thee staffing agencies were among the first to feel the bite of the slowing growth in 
thee IT industry. They appeared to be more vulnerable than IT employers as they 
directlyy felt the discrepancy between what client firms were asking in terms of skills 
andd what the agencies could offer: a growing number of agency workers would not 
bee assigned to a job. The training programs offered by the agencies insufficiendy 
remediedd the skill deficits of their consultants and other flexible employees 
(Flexmarkt(Flexmarkt 1998). This points at a possible self-selection by the workers employed 
throughh the staffing agency. Consultancy firms specialized in flexible staffing of IT 
consultantss reported that they increased the emphasis on worker employability by 
intensifyingg career development and training programs {Computable 1999a). 

Firstt signs of a slowing demand were also felt for high-skill IT workers 
employedd on a project basis through personnel lease firms. The managing director 
off  the Dutch branch of recruiting firm Elan Computing - later acquired by 
Manpower,, Inc. — underscored this by stating that "[c]ontrary to several months 
ago,, it's much easier to find sufficient C++ specialists" {Computable 1999b). 

Inn the post-Y2K era revenues of several leading staffing agencies from 
deployingg IT personnel reached all-time lows {Automatiseringgids 2001). 
Notwithstandingg the market downturn, a spokesperson for the IT employers' 
associationn FENIT stated "[tjhere still is a shortage of high-skill IT workers. 
Peoplee in the industry who are currendy underemployed are mostly those with 
intermediatee skills, who are less flexible in terms of their aptitude to work at 
differentt types of projects" {Computable 2002b). 
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5.3.22 The United States 

Withh the IT industry rapidly changing in a global market, for firms there is a 
premiumm on flexibility  (Carnoy, Castells, and Benner 1997). According to Hyde 
(2003),, the Silicon Valley labor market and the economic growth the region 
realizedd in the past two decades reflect the heavy use of flexible labor. A range 
off  institutional 'devices' provides ways to hire for specific skills and experience, 
andd to shed this labor when no longer needed. In his compelling study of 
flexibleflexible work and employment in Silicon Valley, Benner (2002) argues that 
temporaryy work agencies in Silicon Valley not only provide IT firms with the 
flexibilityflexibility  to adjust to market volatility, but are also crucial in addressing the 
informationn problem with respect to the quality of work and employment (the 
worker'ss information problem) and the quality of labor (the employer's 
problem).. As labor market intermediaries temporary work agencies are able to 
screenn and select the information that workers and employers need. IT firms 
increasinglyy relied on temporary work agencies and other labor market 
intermediariess for this information, necessary to find qualified personnel in the 
tightt labor market of the late 1990s. 

Thee tremendous growth of the IT industry during the 1990s provided an 
opportunityy for many intermediaries to enter the market for flexible staffing of 
ITT personnel. Following years of corporate downsizing, the demand for skilled 
ITT workers took many firms by surprise, forcing them to rely on temporary 
workers.. For instance, Microsoft employed 6,000 temporary workers and 
Compaqq 8,900 in the late-1990s {Computerworld 1998). In Silicon Valley, 
temporaryy agency employment in manufacturing was 30 percent, compared to 
nearlyy 17 percent in California as a whole. In 1997, the total payroll for 
temporaryy agency workers in Santa Clara County was up nearly 13 percent to 
$4477 million from the previous year.19 A study by the American Staffing 
Associationn found that technical workers comprised 14 percent of the 
temporaryy agency industry's payroll in 1997.20 These workers include computer 
programmerss and computer systems analysts but also designers, editors, and 
illustrators.. A 1997 study by Coopers & Lybrand estimated that nearly half of 
Neww York's employment in the tech industry (particularly 'new media' such as 
webb design) was comprised of temporary agency workers and other flexible 
workerss {Village Voice 1999). 

Nollenn and Axel (1998) describe how Hewlett-Packard used flexible 
workerss in order to protect its core workers. This 'FlexForce', consisting of 
part-timee workers and short-term hires, introduced as a corporate strategy in 
1988,, constituted a ring of temporary workers, making it possible for Hewlett-
Packardd to avoid hiring and firing. FlexForce workers were paid (slightly) 
higherr wages by Hewlett-Packard, but no benefits. Workers in the periphery 
weree not allowed to move into the core workforce. For a while, the FlexForce 

199 Silicon ValleyISan Jose Business Journal(1998). 
200 Source: American Electronics Association website, www.aeanet.org. 

http://www.aeanet.org
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helpedd the company to avoid mass-layoffs. However, in 1994 Hewlett-Packard 
abandonedd the core-ring system and began using temporary agency workers 
instead.. According to Hewlett-Packard, the separation of FlexForce workers 
fromm other employees conflicted with its "'people philosophy' and its culture of 
sharedd values and inclusiveness" (Nollen and Axel 1998, 131). By using 
temporaryy agency workers instead, Hewlett-Packard could also avoid a formal 
employer-employeee relationship with its peripheral workers. 

Thee tight labor market of the late 1990s proved favorable for high-skill IT 
workers,, who were in demand and could be picky in terms of their 
employment.. I t was under these labor market conditions that many IT workers 
decidedd to become a contractor. These contract workers are hired to perform a 
specificc job for a defined period, joining the firm that offers the most favorable 
employmentt conditions. Contractors come in a variety of sorts, depending on 
whetherr they are hired through an intermediary, such as temporary work 
agency,, or as independent contractors. This latter category attracted much 
attentionn as some saw these 'free agents' as the new worker type (Pink 2002). 
Amongg contractors a further distinction can be made based on the definition 
byy the Internal Revenue Service (IRS), which looks at whether an income paid 
too an individual is taxed (i.e. the employer withholds the federal and state tax 
amounts,, as well social security, Medicare and unemployment contributions) or 
nott (the contractor is responsible for filin g the taxes due and is typically called 
'independent').. The first contractor type, who is on the pay-roll of an employer, 
iss referred to as a *W2 contractor'; the second is a so-called '1099 contractor'.21 

Bothh W2 and 1099 contractors can be employed through a staffing agency. 
Manyy IT workers who decided to 'go independent' and to become a contractor 
inn the late 1990s have done so for monetary reasons: some contractors earn as 
muchh as 300 percent more than regular IT professionals in similar jobs (Kunda, 
Barley,, and Evans 2002). Independent contractors need this before-tax income 
too provide for their own benefits, such as pension and health insurance. As I 
showw in Section 5.5.3 contractors also use this income to maintain expertise 
andd to stay employable. Table 5.12 gives an overview of mean annual salaries 
forr the various contractor types in comparison to regular employees in five 
selectedd occupations. 

2ii  'w'2'and '1099' are the IRS forms used for filing income tax for the two different employment 
statuses. . 
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Tablee 5.12 
Meann annual salary for full-time employees and contractors for top 5 job categories in the U.S. IT industry, 2001-
2002 2 

Database e 
administrator r 

Networkk manager 

Softwaree engineer 

Technicall writer 

Systems s 
administrator r 

Meann salary 

Meann experience 
(years) ) 

Permanent t 
workers s 

$84,465 5 

$61,455 5 

$84,990 0 

$67,216 6 

$65,392 2 

$71,477 7 

4.51 1 

All l 
contractors s 

$139,512 2 

$85,198 8 

$116,029 9 

$88,150 0 

$125,959 9 

$116,921 1 

4.92 2 

W22 agency 
contractors s 

$116,360 0 

$81,367 7 

$112,392 2 

$79,228 8 

$110,311 1 

$112,618 8 

4.36 6 

10999 agency 
contractors s 

$135,838 8 

--
$118,401 1 

$126,125 5 

$117,200 0 

$123,940 0 

5.30 0 

Incorporatedd agency 
contractors s 

$135,558 8 

--
$107,518 8 

--
$145,211 1 

$130,900 0 

4.85 5 

Source:Source: Dice, Inc., http://marketing.dice.com/rateresults/index.asp. Retrieval date: August 23, 2002. 
Note:Note: - Fewer than ten respondents. 

Temporaryy agency work in the IT industry is not limited to high-skill 
employment.. Computer manufacturing companies such as Hewlett-Packard 
havee addressed the volatility in the demand for their products by outsourcing 
assemblyy lines to firms specialized in printed circuit boards (PCB). This shift of 
thee actual manufacturing process from original equipment manufacturers 
(OEM)) to electronic manufacturing services (EMS) enables OEM to reduce 
costss of inventory and to focus resources on other parts of their business. This 
outsourcingg of business processes to subcontractors provides OEM also with 
thee necessary flexibility in a volatile market. EMS obtain their flexibility by 
recruitingg temporary assembly line personnel through staffing agencies (Benner 
2002).. The working conditions under which mostly immigrant workers from 
thee Pacific Rim are employed at some of the subcontracting manufacturers in 
Siliconn Valley have been denounced by some, revealing unsafe, low-pay, dead-
endd jobs (Hossfeld 1994; Jayadev 2002; Pimentel 2003). According to the vice-
presidentt of Manpower Inc. in San Jose, Silicon Valley hardware manufacturing 
companiess maintained up to 30 percent of their workforce on a temporary 
basiss during the glory days of the valley (IMDiversity.com 2001). 

Thee recent downturn in the Silicon Valley IT industry has been paired with a 
dropp in the revenues of staffing firms, driving some of them into bankruptcy. 
Latee 2001, TMP Worldwide Inc. — the parent company ofMonster.com - shut 
downn the San Jose office of staffing and executive search company 
Managementt Solutions. San Jose-based Online Staffing, ranked one of the 
fastest-growingg companies by Inc. Magazine in 1999, went bankrupt early 2002. 
Thee market niche for temporary IT employment that many staffing firms 
discoveredd in the course of the 1990s has obviously been vulnerable 

Iff  any company puts all their eggs in one basket or one sector, they are in 
trouble.. But it was hard to resist the golden goose of technology. We have 
gonee from not having enough applicants to fill  job recommendations to the 
totall  opposite. (Representative of a Santa Clara-based staffing agency, cited in 
SiliconSilicon Valley Biynk [2001]) 

http://marketing.dice.com/rateresults/index.asp
http://IMDiversity.com
http://ofMonster.com
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Muchh employment has disappeared in the U.S. IT industry, not only because 
I TT firms have folded but also due to the growing tendency among U.S. firms to 
outsourcee business processes. 

5.3.33 Summary 

Thee various types of flexible employment in the IT industry in both countries 
reveall  the different motives workers may have to engage in a flexible 
employmentt relationship. For high-skill workers in this industry the tight labor 
markett offered an opportunity to roam the market for the most favorable 
workingg conditions, enabling them to change employers and working 
environment,, thus adding variety to their work. For low- and intermediate-skill 
workerss the motives for flexible employment are different, as they are not so 
muchh looking for variety in work environment but for a stepping stone to 
stablee employment, or a paycheck at the minimum. 

5.44 Worker Training in the IT Industry 

Whetherr of not there has been a shortage of skills as discussed in Section 5.1, 
theree definitely has been a constant need for qualified workers who do not 
requiree a lot of preparatory training, taking into account on the one hand the 
shortt product lif e and development cycles, and on the other hand the lack of a 
traditionall  training infrastructure. Newly hired workers have to be up-to-speed 
andd ready-to-go. An additional training disincentive is the tight labor market, 
whichh promotes poaching of trained workers by other firms. This cherry 
pickingg is not uncommon in Silicon Valley: California law prohibits the use of 
non-competitionn clauses, enabling workers to freely move about the labor 
market.222 As a result, employers cannot mitigate the risk of skilled workers 
leavingg the company. At the same time, training can be a human resource 
managementt tool to retain employees with the firm in a tight labor market. 
Thiss poses interesting tradeoffs for companies with respect to the training 
investmentt decision. The following sections address these tradeoffs. 

I tt seems that nowhere else in the economy skills become faster obsolete than in 
thee IT industry.23 With software upgrades hitting the shelves approximately 
everyy eighteen months, triggered by an ever-increasing demand for more 
advancedd technological support for business processes, IT workers need to stay 
onn top of developments in the required skills set. Training not only provides 
workerss with the tools to remain employable it also functions as a crucial 
preconditionn for successful matching of labor supply and demand in the 
industry. . 

222 See Gilson (1999); Lester (2001). 
233 See, for instance, Computetworld (2000). 
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5.4.11 The Netherlands 

Thee first formal courses for IT-related occupations originated in the 1960s 
fromm accountancy training programs and became the standard in the industry 
forr skill acquisition, known as AMBI . During the 1970s and 1980s secondary 
educationall  institutions got involved in organizing and providing IT training. 
Coursess were offered at intermediate and higher vocational skill levels, with 
onee program containing a substantial practical component. In addition to these 
programss the government initiate courses to meet the increasing demand for 
formall  IT training. These programs are characterized by their focus on training 
forr high-school graduates and the unemployed (a program known as ISI), 
retrainingg unemployed college graduates (PION), and subsidies for further 
trainingg of incumbent workers (NIIO). These programs receive organizational 
butt no financial support from the IT industry (Aalders 1994). 

I nn the early 1990s unions felt a need to remedy the lack of an institutional, 
industry-basedd framework for employee training. The absence of an industry-
widee collective agreement (see 5.2.2.) was a principal barrier to create a training 
fundd jointly managed by unions and employers' associations. IT employers did 
nott share the unions' concerns with respect to a possible underinvestment in 
workerr training as they contended that "enough training is being provided by 
thee industry" (Aalders 1994, 261). Together with the Examination Institute for 
I TT training (EXIN) and with the association of IT training providers (VOI), 
employerss created a body that concerned with quality insurance of the training 
offeredd to IT workers. According to employers, relatively high turnover of IT 
personnell  would not affect company training-policies, because, "everybody is 
awaree of the need to provide training" (Aalders 1994, 263). 

Thee ICK collective agreement, which covers hardware firms in the 
Netherlands,, deals with worker training provision. Sections 7.1 and 7.2 of the 
ICKK agreement stipulates that individual firms and their works councils 
negotiatee the employer contribution to worker training, both in terms of 
trainingg expenses and training leave. Each worker receives two days of paid 
trainingg leave yearly (7.2.1). Training days from one year cannot be carried to 
thee next year. Course attendance can be made mandatory for workers (7.2.2). 
Trainingg can pertain to a worker's current job with the firm, a worker's future 
positionn (s) within the firm, or a workers' general employ ability. 

Contraryy to collective agreements used in many Dutch industries the ICK 
collectivee agreement does not provide for a training and development fund for 
workerss in the industry. Proposals for the 2001-2002 agreement, however, 
containn stipulations for a bipartite board, which would administrate employer 
contributionss (0.06 percent of the wage sum annually) that can be used for 
trainingg and employability projects in the industry. 

Ass mentioned in Section 5.2.1, several software and IT services firms in the 
Netherlandss have a collective agreement, with training agreements usually 
includedd under the 'employability' section. I wil l discuss three company-specific 
arrangementss evolving from the collective agreements. 
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Thee collective agreement of the Dutch-French firm Atos-Origin, for instance, 
definess 'employability policy' as all joint activities of the firm and the employee 
too develop a worker's 'qualities' that improve the chances of continuous 
employmentt (section 5 of the collective agreement). Each employee is required 
too write an individual training plan, stating all the activities that are necessary to 
enhancee a worker's employability. An essential part of the activities is training, 
varyingg from the acquisition of narrow skills for single-task performance to 
moree general training aimed at increasing skills for solving a wide range of 
problems.. The latter type may require long-term training programs. Employees 
att Atos-Origin pay 50 percent of all training costs up-front. These costs are 
reimbursedd if a training program is successfully completed. Payback clauses 
mayy apply if a worker decides to leave the firm during a training program 
(workerr has to pay back all training costs) or within two years after completing 
aa program (a prorated amount is paid back). 

Lucentt Technologies stresses the joint responsibility of employee and firm 
too enhance worker employability (section 6a of the collective agreement). This 
jointt responsibility requires that both parties contribute in terms of effort, cost 
andd time. Al l training costs are paid by the firm, which explicidy acknowledges 
thatt workers have a right to training. Practically, this means that each worker 
annuallyy has 40 hours of 'company time' available for training. Lucent intends 
too pay extra attention to the training needs for elderly workers and low-skill 
workers. . 

Priorr to its merger with Hewlett-Packard, Compaq, which is covered by the 
ICKK collective agreement, had its own training policy in addition to what was 
laidd down in Section 7 of the collective agreement. Compaq encourages 
primarilyy the job- or task-related development of its workers. In addition, it 
supportss worker development in broader, company-related areas. Training 
costss made in each of the two fields of development are compensated 
differently.. Job- or task-related training costs are fully reimbursed. Training 
takess place during working hours. Proposals for training aimed at a worker's 
personall  development are submitted for approval to the worker's manager. The 
managee decides whether training can take place during working hours and to 
whatt extent costs wil l be reimbursed. In both cases of specific and general 
training,, payback clauses are not applied if a worker leaves the firm. 

Theree are no data available on the extent to which companies that are bound 
byy a collective agreement actually provide training. Given the relatively low 
degreee to which collective agreements are used in the IT industry workers are 
moree dependent on other institutions through which training is organized and 
provided.. Aggregate data on training provision in the industry showed that in 
1999,, 14 percent of the IT firms trained their employees, up from 12 percent in 
thee year before. For the year 2001 predictions were that 14 percent of the firms 
off  all Dutch IT-establishments would enroll personnel in courses, down from 
188 percent in 2000 (Heliview 2000). Most firms that use information and 
communicationn technology (including firms outside the IT industry) enroll 
employeess in system management classes (60 percent), whereas half of the 
firmsfirms train their employees for network administration and 35 percent provides 
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softwaree application development and language programming. Training 
budgetss are highest in the IT industry, with the average budget per firm 
hoveringg around euro 0.9 million in 2000.24 Investments in the IT skills of 
workerss in the IT industry by firms with more than 75 employees were euro 
270,0000 per firm. Especially workers with higher vocational education attend 
ITT training programs {Computable 2001a). On average employees spent a littl e 
overr 6 percent of their time attending training programs.25 

Accordingg to a 2000 survey among 1,600 employees in the IT industry, 80 
percentt indicated to have attended a training program or course in the year 
priorr to the survey, with the likelihood of training being positively related to 
firmfirm size. Employees ranked training opportunities highest among the 
characteristicss of their ideal employer (FNV Bondgenoten/ Computable Magazine 
2000).. Another study found that IT employees ranked 'opportunities for 
personall  development' the number six reason to stay with their current 
employer;; it is ranked the number two reason to switch employers 
(Automatiseringgids(Automatiseringgids 2002b). With market growth starting to slow down at the 
beginningg of the new millennium, firms spend less money on recruiting and 
moree on retaining current employees through internal and external training. 
Employeess not assigned to a project receive training in order to broaden their 
skillss set. Interestingly, one out of five companies has reduced training 
expenditures,, particularly firms with more than one hundred employees 
{Automatiseringgids{Automatiseringgids 2002c). In the course of the year 2002 first reports were 
beingg received indicating a steady decline in training for IT workers across the 
board.. Particularly IT services companies, with a substantial number of 
permanentt employees underemployed, were forced to economize. Training 
budgetss were among the first to be cut. Not surprisingly the reduction in 
trainingg budgets has led to lower worker satisfaction {Automatiseringgids 2002b). 

Unionss consider the lack of an industry-wide collective agreement as a problem 
inn successfully realizing employability policies. The use of payback clauses by 
firmsfirms for incurred training costs should be restricted in the view of the FNV 
union.. Employers united in the FENIT seem to approach the need for 
employeee training and skill upgrading in a short-term manner. When the tight 
laborr market of the late-1990s produced a shortage of skilled personnel, 
employerss were more concerned with meeting immediate customer demands 
insteadd of developing a medium or long-term human resources policy in which 
trainingg has a prominent place. A human resources manager confirmed this 
practice: : 

"Havingg a longer term career plan is difficult. Sometimes the business 
imperativee overtakes the long-term training need. In this industry, 
opportunitiess open up quickly, with chances for quick career progress." (IT 
firmm 'B\ February 6, 2002) 

™™ Source: NIDAP EDM-onderzoek 2001. 
255 Source: Survey Dutch IT Market 2001. 
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Thee typical approach by employers in the IT industry of a worker's training 
needd is also illustrated by a manager at Cap Gemini Ernst & Young: "A t our 
firm,, the employee is the master of his own destiny" {Computable 1997a). A firm 
hass its workers taking prime responsibility when it comes to upgrading their 
skills.. During the second half of the 1990s, substantial investments were made 
byy employers retrain newcomers to the industry. Especially large companies 
suchh as IBM , Microsoft and Sun developed programs geared to quickly equip 
job-seekerss with relevant skills to get started in the industry. 

Ass in other industrialized countries during the latter part of the 1990s, the 
Netherlandss faced a shortage of workers with skills that are relevant in the IT 
industryy and in IT occupations in general.26 Maximum worker shortages have 
beenn estimated to be approximately 18,000 yearly during the 1998-2002 period 
(1998:: 89; 2002: 30).2? The Taskforce IT (1999) cites the following causes 
underlyingg the skill shortage in the industry: 

AA gamut of courses offered by intermediate and higher vocational 
institutionss and by universities resulting in ambiguity about program 
availability; ; 
Thee absence of transparent and coherent skill standards, qualification 
structuress and certification (although standardization and certification of 
trainingg programs have been realized through EXIN); 
Thee lack of training and development funds in major parts of the 
industry:: Social partners in the industry are encouraged to explore the 
possibilitiess to jointly approach (continuous) training in the industry; 
Withinn the industry firms mutually compete for personnel; 
Thee amount of courses offered need to be increased and coordinated 
throughh public and private training providers; 
Thee supply of and demand for IT training should be matched through a 
so-calledd IT Network Academy. 

Policyy measures to address the need for high-skill IT workers in the 
Netherlandss resemble those of many other countries faced with this problem. 
Short-termm solutions involved the reliance on foreign labor. Initially, Dutch 
firmsfirms were recruiting workers from Asia, but faced relatively long bureaucratic 
procedures.. As one of the first companies, the Dutch affiliate of Cisco Systems 
madee arrangements with the Ministry of Economic Affairs in order to speed up 
immigrationn procedures for high-skill foreigners. The FNV union opposed the 
immigrationn of foreign workers and instead suggested to retrain unemployed 
peoplee for a job in the IT industry {Computable 2000a). While reliance on 
foreignn workers has continued in the declining market, firm strategies have 
beenn reversed: instead of bringing foreign workers in, the work has been taken 

266 See AWT (1998) and Task Force IT (1999). 
277 FENIT/Berenschot Informatica (1998). The Advisory Council for Science and Technology 
Policyy recommended remedying structural worker shortages by recruiting workers from outside 
thee European Union, following hiring practices in Silicon Valley (AWT 2001). 
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out.. Outsourcing and off-shoring of Dutch IT jobs to Eastern Europe and 
Asiaa has become a way for firms to be flexible in a volatile market while 
securingg the presence of the required skills. 

Givenn the predictions of an increasing shortage of IT workers in Europe — 1.7 
millio nn in 2003 {Computable 2000b) - long-term strategies are needed, with a 
prominentt role for training and education. At the end of 2002 representatives 
off  Dutch IT firms, gathered at a congress on lifelong learning and IT, 
concludedd that worsened market conditions discouraged companies to invest in 
thee skills of personnel. Increasingly underemployed IT workers were 
consideredd idle capital instead of potential candidates for training that would 
enhancee their employability. Lifelong learning has disappeared from the agenda 
off  many IT firms. One implication of this development for flexible IT workers 
employedd at personnel lease firms might be that firms seek ways to replace 
underemployedd senior workers (with obsolete skills) with young workers 
holdingg relevant skills. Unions report that workers aged forty and over 
experiencee fewer opportunities for training and advancement (Automatiseringgids 
2002a). . 

5.4.22 The United States 

Inn the United States, most training for positions requiring high or intermediate 
skillss takes place at community colleges and institutions for higher education. 
Furtherr learning takes place on the job. Employer-provided training strongly 
dependss on the willingness of firms to invest in workers. Crouch, Finegold, and 
Sakoo (1999) state that Silicon Valley meets the preconditions for skill creation 
throughh local, informal networks. The university environment, strongly 
involvedd in the high-technology network provides ideas for ongoing training, 
knowledgee transfer, and inflow of new high-skill workers. With turnover of IT 
personnell  being a threat to a firm's decision to invest in worker training. As 
Crouch,, Finegold, and Sako conclude, training is most likely to be provided by 
'institutionall  companies': "firms with a strong corporate culture, a reputation as 
ann attractive employer, or leading in their region or nation, emphasize 
recruitmentt at limited points, long-term relations with employees, virtual bar on 
cross-recruitment""  (ibid, 197). 

Formall  training is provided by employers through a company's 'IT academy', 
'ITT college' or 'IT university', or an external (not) for-profit training provider.28 

Skilll  acquisition in the IT industry not necessarily takes the form of training. In his 
monographh of programmers at an IT firm Sacks (1994) stresses the importance of 
on-the-jobb training for these workers. Sacks finds that programmers add layers 
uponn layers to the original software rather than starting over and that due to 
deadlinee pressure there is insufficient time for explanation to co-workers of 
proceduress or purposes of a program. High turnover and worker mobility erodes 
existingg knowledge to old code. In terms of skill development "programmers use 

288 See Meister (1998) for an in-depth description of training institutions of U.S. IT firms. 
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peoplee as models and examples in on the job learning, sometimes referred to as 
'buddyy system'" (Sacks 1994, 116). Saxenian (1996) concludes that the open, 
regionall  labor market of Silicon Valley provides multiple opportunities for 
learning:: learning occurs as individuals move between firms and industries, 
acquiringg new skills and experiences. 

Mostt training of IT workers is aimed at providing them with certificates, which 
reflectt the attainment of so-called vendor-specific skills: Cisco, Microsoft, Novell, 
andd Oracle, are companies that certify the ability of employees to work as systems 
administratorr or computer support employee. Because the shelf life of many 
certifiedd skills is very short and most certificates have a deep but narrow focus, 
somee training providers and certifying organizations have begun develop more 
genericc certificates (Committee on Workforce Needs in Information Technology 
2001). . 

Thee relatively weak organization of U.S. IT employers creates a climate in 
whichh collectively organized employer-provided cannot flourish. The absence 
off  institutions through which the burden of training investments can be shared 
leadss to a situation in which individual companies and employees negotiate 
trainingg provisions. High turnover in the industry reduces employers' 
incentivess to train workers. On the other hand workers may decide to leave a 
fir mm if there are not sufficient training opportunities. Campbell and Brown 
(1999)) suggest that the 'Internet economy' has forced engineers who want to 
keepp up with the new technology to rely upon themselves to get the training 
ratherr than upon their companies, which might be willin g to pay for tuition but 
nott to provide training through the company. 

Whilee training programs may be largely absent at smaller companies, major 
companiess have difficulties as well in training and retraining incumbent 
workers.. For example, IBM experienced significant obstacles in retraining its 
workforcee in order to make the transition from mainframe to client-server 
systemss and later from client-server oriented jobs into web-based positions 
(Committeee on Workforce Needs in Information Technology 2001). There are 
howeverr examples of firms investing in the skills of their employees. Intel, for 
instance,, is known for its major training expenditures. For the implementation 
off  its training programs Intel partners with a community college in the Santa 
Claraa area, which provides the courses at the Intel campus. Other IT firms 
havee developed similar partnerships in Silicon Valley under the umbrella of a 
consortiumm called 'Joint Venture: Silicon Valley'. This consortium is funded by 
firms,firms, regional and federal government, professional associations and unions. 
Itss board is comprised of twenty-five to thirty business, government, 
education,, and community leaders. 

Anotherr example of IT worker training is that of Solectron Corp., a 
providerr of manufacturing services to electronics companies with its 
headquarterss in Milpitas, Silicon Valley. Solectron was faced with a steadily 
growingg need for skilled assembly line workers. I t partnered with a non-profit, 
community-based,, vocational skills training organization and the Silicon Valley 
Privatee Industry Council, which oversaw the implementation of the Job 
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Trainingg Partnership Act (JTPA, see also Chapter 2). The company provided 
start-upp resources and input in development of the curriculum. The training 
costt were entirely borne by the JTPA program, and other government-
sponsoredd programs. Between 1994 and 1996, several dozen people completed 
thee training and were hired in manufacturing jobs at Solectron. Because of the 
training'ss broadness, trainees could also be hired by other IT manufacturing 
firms.firms.29 29 

Partnershipss that resemble more traditional joint labor-management efforts can 
bee found at telecommunication companies, where blue-collar workers 
historicallyy constituted a union powerhouse. At AT&T , Avaya and Lucent, 
CWAA and IBEW have formed a joint labor-management alliance for employee 
growthh and development (known as the 'Alliance'). Funded by these five 
organizations,, the Alliance provides training to members of the two unions and 
employeess of the three companies. Employees qualify for training programs if 
theyy are: 1) a regular full-time employee of AT&T , Lucent or Avaya, or 2) an 
activee or laidoff regular full-time or part-time employee, and 3) represented by 
CWAA or IBEW. Temporary employees are not eligible for Alliance training. 
Wever,, Berg, and Kochan (1994) note that the training supported by the 
Alliancee is characterized by its broadness, which is different from training 
programss organized unilaterally by employers elsewhere in the industry. 

Inn order to meet the demand for a skilled IT workforce legal initiatives have 
includedd a Senate and a House Bill that provide a 100 percent tax credit of IT 
trainingg expenses paid for by an employer.30 Another policy measure has been 
thee introduction of a $1,000 fee paid for each nonimmigrant H-1B visa worker 
hiredd by U.S. employers. A portion of this fee is used by the Department of 
Laborr to fund training projects for American workers that equip them with IT 
skillss and prepare people for high-tech jobs. Between June 1998 and June 2000, 
thee Department spent approximately $43 million on such training projects 
(U.S.. GAO 2002). 

5.4.33 Summary 

Inn both the Dutch and U.S. IT industries training is considered as an incentive 
too retain workers, often as a part of a worker's personal career development 
plan.. However, worker training is skill-biased and firm-size dependent. Large, 

299 In a review of this program, the Department of Labor concluded that for many firms the 
barrierss to establish similar programs were: the fact that occupations for which training is set up 
mustt be in demand; government bureaucracy; lack of available JTPA funding; and the 
reluctancee of firms to make up-front payments and equipment donations (U.S. Department of 
Laborr 1996). Joint Venture: Silicon Valley concluded that the many partnerships between firms 
andd training institutions working to train IT workers in the Valley were "fragmented and 
unsustainable""  (Joint Venture: Silicon Valley 1999). 
300 Technology Education & Training Act of 2001 (TETA). H.R. 1769 Introduced by Rep. Jerry 
Wellerr (R-IL) and Rep. Jim Moran (D-VA) on May 9, 2001 and S. 762 introduced by Senator 
Kentt Conrad (D-MT) on April 24, 2001. 
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internationallyy operating companies have the infrastructure to provide formal 
trainingg to high-skill workers, particularly those with 'hot skills'. Small and 
medium-sizee firms typically do not have the financial or personnel means to 
organizee training. Here, on-the-job training is pivotal in the acquisition of new 
skills. . 

I nn the Netherlands, the increased demand for software and services 
personnell  has led IT companies to hire and quickly retrain college graduates 
withoutt the relevant skills in order to get them up to speed for a job as network 
administrator,, help desk employee or consultant. Non-competition and 
paybackk clauses have been used to limit employee turnover, mitigating the risk 
off  poaching and enabling training firms to recoup costs. In practice, however, 
poachingg firms have been willin g to compensate a newly hired worker if he or 
shee had to payback training costs. In several U.S. states, such as California, 
non-competitionn clauses are prohibited by law, enabling firms to hire workers 
withh relevant skills, without having to invest in training. 

I nn the Netherlands, part the IT workforce is covered by collective 
agreements.. It is through these collective agreements that employer-provided 
trainingg is regulated in the industry. Although these agreements emphasize the 
needd for and relevance of employee training, contract language is general, 
stipulatingg a worker's responsibility to signal his or her need for training and a 
manager'ss consent to provide funding and company time to meet this need. In 
thee U.S., collective agreements have emerged for IT workers at traditional blue-
collar r 

I nn the two countries the reality of training in the IT industry seems to be 
thatt in boom times many firms and their employees are simply too busy with 
neww product releases and software upgrades. When there is ample time for 
trainingg this often implies that business is slow. Under these circumstances, 
trainingg budgets are among the first to be cut. This paradox is likely to affect 
thee investment in human capital of 'regular' workers. As IT employment in 
Siliconn Valley slowly started to pick up in 2003, most available jobs require 
peoplee with university credentials and years of experience, saving employers the 
timetime to train them (Wired News 2003). The following section wil l address the 
trainingg needs of flexible workers and policies targeted at these needs. 

5.55 Training Flexible IT Workers 

5.5.11 The Netherlands 

Ass in many countries, the tremendous expansion of the IT industry has led to a 
shortagee of skilled IT personnel in the Netherlands during the second half of 
thee 1990s. With the number of computer service and manufacturing firms 
moree than doubling between 1993-2000, the growth in the demand for labor 
focusedd at the software segment of the industry. At the high end of the skill 
spectrum,, workers benefited from tight labor market conditions by voluntarily 
optingg to be in a flexible staffing arrangement. Frequent change of working 
environmentt together with high salaries have triggered these so-called 'IT 
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professionals'' to move about the labor market, with transitions between jobs 
beingg facilitated by labor market intermediaries. The shortage of qualified 
personnell  has also created a niche for market intermediaries to place people 
withoutt a technical background in IT jobs. These workers are then being 
trainedd to be up to speed for a specific task, with further skills being acquired 
onn the job. Depending on the depth of the required skills training may be done 
byy a temporary work agency (particularly when skills can be acquired through 
standardized,, computer-based training) or the IT firm using an agency worker. 
AA human resource manager at a hardware company stated: 

"Inn our case, agencies don't provide training. As for us, we cannot not train a 
tempp worker. People have to know the product. When we need extra 
manpowerr for the implementation of a new system, there is obviously a time-
moneyy tradeoff. But if we decide to train [a temporary agency worker], we're 
prettyy much sure that the we're gonna hire that person." (IT firm 'B', February 
6,, 2002) 

Boxess 5.1 and 5.2 below are examples of the training provided by intermediaries 
specializedd in the temporary staffing of high-skill and intermediate-skill IT workers 
respectively. . 

Boxx 5.1 
Thee IT Academy for Temporary Agency Workers: IT staffing firm 'A' 
Throughh its nationwide network of local branches one of the Netherlands' major temporary work 
agenciess offers temporary workers interested in and apt for a job in IT a combined 'training-
employment'' contract for a period of two to three years. A temporary work agency worker is 
typicallyy offered a three-year employment contract, which is governed by the ABU collective 
agreementt for the temporary work agency industry. Training programs are primarily targeted at 
laborr market entrants with lower and intermediate skills, and at career switchers without specific IT 
experiencee or skills. All training starts from scratch. The only skill requirements are proficiency with 
standardd spreadsheet and word-processing programs. These skills are assessed during the first 
intervieww with a candidate. The training programs are organized and coordinated by the agency's 
ITT academy. The college prepares people for help-desk jobs, programming, system and network 
management,, and web design. The agency considers training as an integral part of human 
resourcess management. The training expenses per student amount to € 2,000 per program (in 
2001).. For each program a training contract is concluded between the agency and the worker. A 
paybackk clause is effective in case a worker leaves the program prior to the exam or whenever the 
employmentt contract is terminated within the first twelve months. 
Trainingg is classroom-based and provided by an external training agency. Programs vary in 
durationn from eleven to twenty-two days. During the first nine months of the training-employment 
relationshipp a worker is offered the program that prepares him for junior functions. A worker's need 
forr further training is evaluated every two months. Training programs are usually offered to an 
individuall at nine-month intervals. Follow-up training provides workers with skills for intermediate 
positions.. Senior-level IT functions are not (yet) part of the training scope. Eighty percent of a 
worker'ss new skills are acquired through the IT academy programs. Aside from the training offered 
throughh the college a worker acquires specific knowledge and skills through the client-firm. The 
firmm can either provide additional training or can request the agency to do so. Generally client 
firmss are willing to pay for the extra skill-provision. 
Thee training-employment contract includes a non-competition clause that stipulates payment of a 
'transferr fee' if a client firm wishes to permanently hire the temporary worker prior to the end of the 
three-yearr contract. After three years, however, the temporary work agency worker is free to go. 
Onee of the options is to join the subsidiary of the agency that specializes in leasing high-skilled IT 
personnel.. Here workers are offered a permanent position and are employed as IT specialists at 
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clientt firms. At the IT subsidiary workers receive on average eight paid training days a year. 
Throughh the IT academy agency workers can move from temporary into stable employment, and 
aree also offered the tools to move up on the career ladder for IT workers. 
Thee IT subsidiary has gone through several changes in order to meet the growing demand for 
high-skilll IT personnel. One of the changes involved a renewed focus on training people for the 
mediumm term. A so-called job and development house was introduced to link the assessment of a 
worker'ss performance and the need for skill acquisition. Workers lacking so-called 'hot skills' 
receivee instructor-led, technology-based, self-paced training provided through an IT academy. 
Furthermore,, knowledge is shared between workers through a database. Employees receive 7 to 
100 paid training days yearly. Acquired skills are certified if possible. In a training investment 
agreementt the employee and the agency lay down the entitlements and obligations, such as a 
paybackk clause if a worker leaves the agency before a certain point in time. For a while the 
turnoverr rate was more than 25 percent. Most workers hold intermediate skills and have some 
experiencee as an IT worker. In the tight labor market of the late 1990s these background 
characteristicss were generally sufficient to meet customer needs. With the downturn in the IT 
industryy recruiting and selection criteria have been adjusted to secure a better fit with the demand 
forr high-skill workers. Given the decline in IT employment the agency is able to pick and choose 
fromm a growing reservoir of high-skill IT professionals. 

Boxx 5.2 
Trainingg Flexible IT Professionals: IT staffing firm 'B' 
Onee of the leading intermediaries for flexible high-skill (higher education) IT workers is an agency 
thatt combines a variety of activities: recruitment, placement, personnel leasing, and IT 
consultancy.. The agency epitomizes the development of staffing firms and consultancy firms 
blendd into a hybrid organization that does not resemble a temporary work agency nor a full-on 
consultancyy firm. The various staffing arrangements involve different levels of financial risk for the 
firm.. First, project-based staffing (personnel leasing) are the least risky for the firm. Second, 
staffingg contracts with employees for a six- or twelve-month period require the firm to continue to 
payy the worker, even if he or she is not out on an assignment with a client-firm. The people that 
aree offered these contracts usually hold skills that are somewhat unique to the firm. Here, the firm 
iss willing to take the risk that a worker will not be on assignment, with worker skills mitigating that 
riskk to some extent. 
Bothh 'straightforward' types of flexible staffing are usually applied when the firm wants to fully 
assesss the skill levels of a worker. Generally the firms wants the worker to acquire additional 
skills.. In order to be employed as consultants, who are permanently with the firm, workers need 
too be willing to receive training. Skill types vary, depending on the type of job a worker will carry 
out.. Narrow and deep technical skills are provided for people working for instance as a Cisco 
specialist.. People in IT management positions will need to learn broader, more general skills. 
Skilll provision is almost entirely driven by the demands of client-firms. Occasionally, a worker 
mayy indicate a desire or need to receive training in a field other than what is already offered at 
thee firm. "We search for a solution for our client's problems. Under tight labor market conditions, 
thiss can mean that we will not always find the candidate [i.e. worker] with the right skills. If we 
needd to carry out a 'fuzzy search', we will eventually have to retrain the candidate," the manager 
off the firm stated. Any training that is needed to get a worker up to speed for an assignment at a 
client-firmm is either directly paid for by the client-firm or indirectly, resulting in a higher mark-up. A 
fuzzyy search may lead to a 'soft match', meaning that a worker has some of the required skills, 
butt needs some additional 'repair' training. In this case, the additional training a worker receives 
iss laid down in a training contract. The worker will start the assignment, while learning on-the-job 
andd in his or her own time. Upon completion of the program, usually after six months, the worker 
iss permanently hired by the client-firm. If a worker leaves the staffing firm prior to completing the 
programm (e.g. because he or she is hired by the client-firm) a payback clause is effective. The 
trainingg period, during which the worker is still employed at the staffing firm, offers a client-firm 
thee possibility to screen a worker's potential. 

Muchh of the training is done by external training providers. E-leaming and knowledge sharing are 
thee most important tools for skill acquisition within the firm. An important role is played by 
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consultantss who are permanently employed at the firm, but who may not be on assignment. "We 
considerr these people to be in our 'playground'. If they are not on a job, they are available for 
trainingg provision and knowledge transfer to younger workers; also to those temporarily 
employed." " 

5.5.22 The United States 

Thee training paradox as described in Section 5.4.1 is probably most felt by flexible 
workers.. While many IT firms have relied on temporary agency workers and other 
memberss of the flexible workforce in order to expand, the drawbacks are clear. As 
onee Silicon Valley executive stated: "We found it was very cosdy to train these 
peoplee and recruit them."31 

I nn 1999, Manpower Inc. started to offer free training as part of a strategy to 
attractt and retain temporary agency workers in the IT industry. This 
developmentt reveals a broader trend among staffing agencies in general to 
expandd their services from matching job vacancies and workers to include 
recruiting,, screening, testing, selection, and training, described in Chapter 3. 
Throughh the Manpower website hundreds of courses are offered for free to its 
temporaryy information technology workers, providing them with entry level, 
intermediatee and advanced IT skills. As a market leader Manpower has the 
resourcess to finance up front worker training before recouping the training 
costss by charging higher mark-ups for higher skilled personnel (Albrecht 1998; 
Kaziss 1998). 

Besidess temporary work agencies that operate economy-wide, such as 
Manpower,, other U.S. staffing firms exclusively work in the IT industry. One 
off  the major IT staffing firms in the United States was established by former 
IBMM employees who identified a need for flexible workers in IT. The agency 
tookk its business model on-line, and focused on on-line recruiting and 
placement.. The agency refers to its workers as 'IT consultants', according to an 
agencyy manager because "i f you call them a 'temp worker' you get smacked." 
Nearlyy all of the 'consultants' are W2 contractors. The staffing agency claims to 
bee one of the few firms that provide e-learning, which is considered an extra 
benefitt to attract and retain workers. Every consultant has access to e-learning 
resources.. As long as people are on an assignment as a consultant they can go 
on-linee for free. Up to the late 1990s people did not have time to go on-line 
andd access the training programs. The program takes workers to three levels: 
administrationn (support 1), disaster recovery (support 2) and database 
developmentt (support 3). Reviewing the role of training at the firm, the agency 
managerr concluded: 

"Threee years ago you put IT on your resume and you'd get a job. Today 
peoplee wil l try to make it to the end of the year. Today clients demand skills, 
experience,, and certificates whereas three years ago it was an employee market. 
Noww it's a client market, they hold the upper hand and can demand lower rates 
forr IT consultants. Consultants have littl e time to utilize the programs. There's 

311 Keith Matasci, vice president Silicon Graphics, Inc., Silicon Valley/San Jose Business Journal, June 
1,1998. . 
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soo much on-the-job training. If someone is not packaged as 'e-learning' it will 
nott mean that they don't learn. Many of our consultants are self-taught. The 
certificatee is nice, but die job experience is what gets them to the next 
position.""  (Manager IT staffing firm 'D', September 11 2002) 

AA survey by WashTech finds that temporary agencies differ in the kinds of training 
opportunitiess they provide. Some offer courses or partial tuition assistance after 
contractorss have worked a number of hours with me agency. IT contractors are at 
riskk of missing out on educational and training opportunities because neither the 
agencyy nor the IT companies are investing in them. One of the most important 
issuess raised by the respondents was that of training. Although there is a great need 
forr ongoing training in order to stay employable and move into better (and 
permanent)) jobs, temporary agency workers often lack access to such training. 
Mostt respondents in the survey reported that neither companies nor temp agencies 
providee agency workers with adequate access to classes, research seminars or 
conferences.. The study concludes that without relevant training provision the gap 
betweenn "haves" and "have-nots" in the IT industry will be exacerbated. While the 
organizationall  and historical background have been described in Section 5.4.2, Box 
5.33 focuses on the role of WashTech in providing worker training. Box 5.4 gives a 
detailedd overview of training provision at Working Partnerships, of which 
backgroundd information is also provided in Section 5.4.2. 

Boxx 5.3 
WashTech:: An Alliance for Flexible Technology Workers 
Sincee 1999 one of the goals of WashTech has been to help improve the skills of its members their 
skillss in order to keep pace with technological developments. It has done so by organizing training 
andd classes at reduced costs. The role WashTech could play as a worker alliance in providing 
workerss with the necessary skills is best illustrated by co-founder Mike Blain: "In the future, the 
unionn will be where workers turn for their training, and where employers turn for a highly skilled 
andd well-trained workforce." Given their history of voicing the concern of temporary agency 
workers,, WashTech was convinced that high-tech workers, particularly those weakly attached to 
theirr employers, should not depend on employers to provide training. Through the establishment 
off a partnership with Micro Learning Centers, a Seattle-based technology company, WashTech 
facilitatedd the delivery of Microsoft-certified training programs at 15 to 30 percent discount for 
members.. As a result WashTech members could save up to $1,000 on courses Microsoft Certified 
Professionall (MCP), Microsoft Certified Systems Engineer (MCSE), Microsoft Certified Solution 
Developerr (MCSD), and Microsoft Certified Database Administrator (MCDBA). The training, 
providedd at three regional training facilities, offered a range of courses, including C++, SQL, PHP, 
Visuall Basic, JavaScript, ASP, XML, PERL, HTML, Flash and Dreamweaver. In 2001 WashTech 
startedd to organize training programs all by itself. In addition to the technical programs WashTech 
alsoo organized career workshops and events where IT workers could network with their 
colleagues. . 

Withh the decline of labor market opportunities for IT workers in Seattle-Tacoma area, the 
organizationn of training became only one the many areas in which WashTech was operating. 
Muchh efforts were put in influencing policy makers and legislators at the state level and in 
Washingtonn D.C. in order to limit the outsourcing of 'American' jobs to Asia. Voicing worker 
concernn and Mobilizing workers and voicing their concern became the most dominant activity of 
WashTech.. In November 2003, 16,000 people were subscribed to the WashTech listserv. During 
thee summer and fall of 2003, approximately 100 workerss joined as a paying member. According to 
WashTechh this growth has been caused by the development among U.S. IT firms to outsource 
businesss processes to Asia and the loss of jobs that accompanied this strategy. Two bargaining 
unitss at small firms were established. WashTech has not been successful in organizing a 
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'significant'' employer, such as HP or IBM. 
Inn the meantime, enrollment in the training programs that WashTech offers has been 
disappointing,, admitted WashTech co-founder Marcus Courtney: "We overestimated our ability to 
buildd a constituency around training. Only two people signed up for the XML and Java classes that 
wee recently offered. Workers wonder why they should come to WashTech for training. Maybe 
throughh online training there is a role for the union, that shows that we're in tune with technology 
andd that helps build credibility. There is a risk of 'disincentivizing' skill acquisition if workers don't 
gett a sense of security." 

Boxx 5.4 
Workingg Partnerships USA: Training for Low- and Intermediate Skilled Temporary Workers 
Earlyy 1999, the labor and community supported nonprofit organization Working Partnerships USA 
(Sann Jose, CA) launched the 'Temporary Worker's Employment Project' (TWEP). The project had 
beenn initiated to address the issues that were tackled in Working Partnerships' 1996 study Shock 
AbsorbersAbsorbers in the Flexible Economy. This study portrayed the extent to which the drive of firms for 
flexibilityy has increased since the early 1980's in Santa Clara County, the heart of Silicon Valley. 
Muchh of the employment growth in the Valley has consisted of less secure temporary jobs, with 
lowerr wages and few benefits, for both high- and low-skilled workers. One of the main concerns of 
Workingg Partnerships is the difficulty of organizing temporary workers under current U.S. labor 
laws.. This is especially problematic for low-skilled workers in low-pay jobs, since high-skilled 
employeess are better able to negotiate the terms and conditions of their labor contracts. 
Furthermore,, the soaring number of temp jobs in the Valley has produced a sharper bifurcation of 
thee labor force, resulting in more inequality between groups of workers, with low-skilled temps 
beingg hit hardest. The TWEP includes Working Partnerships Staffing Services and Working 
Partnershipss Member Association. Staffing Services is Working Partnerships' nonprofit placement 
agencyy that guarantees temp workers a minimum wage of $10, paid holidays and sick pay. 
Throughh the member association, the agency provides workers access to medical benefits as well 
ass a pension plan (the latter is still being developed). The staffing services focuses primarily on 
clericall workers, since it is in this category where most temp workers can be found. In addition, 
clericall workers are mostly employed in low-pay jobs. The member association is open to all kinds 
off workers, who can join for a $25 membership fee. The association functions as a means to bring 
tempp workers in contact with each other during informational meetings. Second, it is a vehicle for 
thee provision of health care benefits and training. Finally, the member association serves as an 
avenuee for the advocacy of temp workers' rights. One of the main operations of the Working 
Partnershipss is the provision of training for temp workers. In the tight Silicon Valley labor market, 
theree is no such a thing as an employer-provided training culture. Employees would use training to 
buildd their resume and further improve their opportunities in the job market. Since an employer 
wouldd simply invest in his competitors' potential employees, it is unlikely that training will be 
provided.. Training does take place outside the individual firm: in joint labor-management initiatives 
(e.g.. apprenticeships in the building and construction industry), through the Community College 
systemm (mostly young people in need of vocational skills), or on an individual basis via nonprofit or 
for-profitt organizations. Also, through the federal job-training program (currently the Job Training 
Partnershipp Act, which will transition to the Workforce Investment Act on June 30, 2000), 
individualss and businesses can have access to vocational training or subsidized on-the-job training 
opportunities.. Against a background of likely underinvestment in temp workers, Working 
Partnershipss has stepped up and provides training to workers who - at the time of training - are 
employedd on a temporarily basis. Contrasting to the self-paced, computer-based instruction 
providedd by traditional temp agencies, training at Working Partnerships is provided by teachers, 
whichh allegedly enhances the progress of students. The training program includes workshops (for 
instance,, on ergonomics and on workplace rights) and formal skills training. The formal skills 
programm offers courses in basic and advanced computer skills, and basic and advanced office 
skillss (see table below for the content of the training courses). At the end of every course 
participantss receive a certificate for completing approximately four units of community-college level 
coursework.. Before members can participate in the training program, they are screened by 
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Workingg Partnerships on their abilities. Members who require additional pre-entry training (i.e. 
beforee entering the Working Partnerships training program) are offered access to a network of 
variouss training providers, where training rates depend on an individual's situation. In addition to 
thee pre-test, members' motivation is screened: members are expected to be committed to the 
program,, attend meetings, and display an active approach during the course. While there are no 
sanctionss for failing to attend all sessions of a course during the certificate program, individuals 
cann be refused admission to future certificate programs if their attendance does not improve. 
Thee basic skills are provided by Mission Community College (Santa Clara, CA) on Saturday 
afternoonss in four to six-hour sessions. Since these courses are exclusively aimed at Working 
Partnershipss members, overhead costs are significant, as a result of which total costs per member 
amountt to $600-700 per class. With respect to the advanced skills, members of Working 
Partnershipss attend the regular courses at Mission Community College, reducing training costs 
substantiallyy to $100-120. Working Partnerships charges a nominal fee to members based on 
abilityy to pay, and pays the community college directly for the services provided. Through their 
Workingg Partnerships membership, temp workers receive discounts on the community college 
courses.. The exact discount depends on a member's personal household and income situation, 
butt varies between 10 to 80 percent, based on the formula devised for payments into the health 
insurancee plan. In order to finance the TWEP, Working Partnerships has received grants from 
privatee organizations totaling over $1 million. In the future, the staffing service's profits should be 
usedd to help underwrite the training operations. Meanwhile, the county of Santa Clara has 
providedd funding for future classes that are specially aimed at welfare recipients. 
Duringg the first full year, approximately 25 low-skilled temp workers have participated in the 
trainingg programs. Most of these students have a high school or equivalent education, or less. The 
mainn goal for the year 2000 is to recruit a a larger variety of workers in the training programs. So far, 
Workingg Partnerships has focused on low-skilled temps. By extending its recruitment scope to 
tempss with high skills, Working Partnerships attempts to include a cross-section of all temp 
workerss employed in Silicon Valley. Furthermore, the organization strives for an increased 
flexibilityy in the supply and organization training programs, offering participants more suitable 
opportunitiess to enter and exit programs. 

Whenn WP provides training they see the people lack essential skills, particularly those that come 
offf welfare and particularly for people in clerical and administrative positions. In addition to a lack 
off basic skills and soft skills, people need on-the-job training. 326 people have come to the training 
programs,, 236 have been placed in a job, half of them in a permanent job. Still a lot of people 
droppedd out of the programs. In order to reduce the drop-out rate a person's skill set is assessed 
beforee entering a training program. If people lack basic skills they are referred to other 
organizationss such as the One Stops (see Chapter 2). Training levels vary from beginning through 
intermediatee to advanced. Training is provided through a community college or, if people feel more 
comfortablee with this, on-line at WP's own training site under supervision of a teaching assistant. 
WPP partners with community colleges in the area to place workers in permanent jobs upon 
completionn of a training program. WP also worked together with the Black Chamber of Commerce 
inn a project to place 26 participants in a permanent job through a five-month training program. 
However,, after these participants completed the program there was not much work in the 
administrativee positions for which they were trained. 

Withh respect to the staffing service WP's goal is to find permanent employment for its workers. 
Roughlyy two out of three workers gets placed in permanent positions at municipal, county, and 
community-basedd organizations. Relatively few people are placed at IT companies: "We are a 
smalll shop. We haven't been able to put a foot in the door at high-tech companies. Many 
companiess have their own staffing service. We are also serving a different type of worker: the $10 
too $11 clerical worker, not the higher paid contractor. A lot of people do not reach a high level of 
training.. We can not market people for higher positions, 'intermediate is as high as it gets'". WP 
offerss benefits, job security, right to organize and equal protection under the law. The health care 
benefitss have proved to be a successful organizing tool for temporary workers. 



Trainingg Flexible IT Workers 167 

5.5.33 Summary 

Thiss chapter has singled out various examples of training provision for flexible 
workerss in the U.S. IT industry. The most striking example can be found in 
Siliconn Valley where a union-based temporary agency has partnered with a 
communityy college, local unions, municipal agencies and the regional labor 
councill  in order to provide workers with a living wage, benefits, insurance and, 
forr this study most importandy, worker training. While many workers' 
employmentt is direcdy or indirectly related to Silicon Valley's information 
technologyy industry, the generic skills that are provided enable workers to build 
aa career across various industries. This case is only one example of regional 
initiativess advocating workers' rights that have evolved across America, 
particularlyy in industries and occupations with high employment growth. These 
initiativess are characterized by their emphasis on income security, by securing a 
livin gg wage for workers and investment in worker employability. 

5.66 Discussion 

Att the time of writing, IT industries in most countries are hit hard by what 
appearss to be an economic downturn in many industrialized countries. Firms 
thatt once prospered in a booming industry now are faced with a shrinking 
demandd for products and services. Overvalued stocks, optimistic business 
forecasts,, short-term recruiting and selection strategies, and a general belief that 
thee sky was the limi t for start-up on-line companies, characterized the IT 
industry.. A decade of virtually unlimited growth, often financed with venture 
capital,, ended with the bust of the 'Internet bubble'. The folding of dot-com 
start-upss has had a ripple effect on more established IT firms. Furthermore, 
firmsfirms in other industries dependent on information technology have reduced 
andd postponed investments in IT, responding to increased market uncertainty 
amongg other things caused by receding customer confidence in the wake of the 
terroristt attacks in New York and Washington, D.C. on September 11, 2001. 
Thee difficulties that IT firms in the United States faced at the end of the 1990s 
turnedd into a global shakeout of the IT industry at the beginning of the new 
millennium. . 

Duringg the IT industry's heydays of the 1990s rapid technological change and 
increasedd global competitiveness put a premium on flexibility . A shortage of 
skilledd IT workers encouraged firms to hire 'outside' contractors with the 
necessaryy skills on a project basis and - where non-compete clauses are absent 
-- to poach skilled workers from competitors. These conditions triggered the 
increasedd use of flexible staffing arrangements through temporary agency 
workerss and other employees on flexible employment contracts. Companies 
alsoo recruited temporary workers from overseas. 

Manyy temporary workers are expected to be up-to-speed for the task at hand, 
revealingg a likelihood of IT employers not to further invest in the skills of these 
workers.. As illustrated by the joint training program of Avaya, Lucent and AT& T 



1688 Learning on the Fly 

temporaryy agency workers who work in the IT industry may be excluded from 
trainingg entitlements laid down in collective agreements. However, new and 
reinventedd institutions have been introduced in the late-1990s that offer workers 
(directt or indirect) access to training. Under the tight labor market conditions of 
thee second half of the 1990s several labor market intermediaries provided training 
too some extent. Temporary work agencies offered short-term courses in order to 
quicklyy prepare workers for entry-level and semi-advanced positions in the 
industry.. Personnel lease agencies or contract firms that focused on deploying so-
calledd 'IT professionals' (high-skill workers such as consultants, programmers and 
engineers)) at client firms, would offer workers the opportunity to take up training 
wheneverr these workers were underemployed or 'on the bench' (i.e. not on 
assignmentt at a client firm). In the Netherlands the collective agreement for 
temporaryy agency workers has triggered (particularly large) temporary agencies to 
organizee training programs. In addition, the transformation of temporary jobs into 
permanentt positions — through flexibilit y and security legislation — has further 
encouragedd temporary agencies to invest in the employability of their workers. 
Thiss also holds true for agencies operating in the IT industry. 

Inn the U.S. such institutional arrangements are absent. Instead local member-
basedd organizations have teamed up with regional and national unions in order to 
realizee equal benefits for equal work done by temporary agency workers. Part of 
thee benefits includes access to training. U.S. union initiatives for temporary 
workerss have emerged bottom-up from within the IT industry, whereas Dutch unions 
havee agreed at a central level on provisions for temporary agency workers employed 
inn all industries. The bottom-up strategies initiated in the U.S. IT industry receive 
institutionall  support through more general top-down changes initiated by the 
AFL-CIOO (as part of its 'Union Cities' program, discussed in Chapter 1). 
Furthermore,, the decision by the CWA to include individual workers in nonunion 
enterprisess and workers in flexible staffing arrangements under 'associate 
membership'' is the first response to grassroots organizing in the U.S. IT industry. 

Thus,, while the IT industries in both countries share the fact that for-profit 
laborr market intermediaries have initiated training for flexible IT workers, they 
differr in two respects: 1) the level and scope of union-based training for these 
workers,, and 2) the role of the state with respect to facilitating training for 
flexiblee workers. Besides training initiatives provided through for-profit labor 
markett intermediaries, associations (in both countries) and the state (in the 
Netherlands)) have played a role in facilitating training for flexible IT workers. 


