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The Harrassed Staffer’s Symposium was conducted and 7he
Harrassed Staffer’'s Reality Check is published and
distributed under a grant from the National Council on
Employment Policy pursuant to a bequest from the estate of
Sar A. And Brita Levitan. The responsibility for the papers
rests with their authors and the selections from the
statements of discussants at the symposium is the

reponsibility of the editors.



Sar A. Levitan

The Sar Levitan Center for Social Policy Studies at the
Johns Hopkins University was organized in 1995 to commemorate
and extend the works of Sar A. Levitan, public policy commentator
extraordinaire who died in May 1994 after 44 years of selfless
public service on the national scene.

Levitan came to Washington in 1950 after military service
and completion of his Ph.D.in Economics at Columbia University
to serve on the staff of the Korean era Wage Stabilization Board.
He remained thereafter with the Legislative Reference Service,
researching and enlightening at congressional request issues related
to labor relations, employment and economic development. On loan
from LRS, he served on the staff of Senator Eugene McCarthy’s
1959 Select Committee on Unemployment,in 1960-61 as Deputy
Director of the Presidential Railroad Commission and then as
advisor to Senator Paul Douglas in the formulation of the Area
Redevelopment Act, the start of the Kennedy New Frontier.

Aware that pioneer social policies would need friendly
critics to keep their administrators focussed, he obtained a grant
from the Ford Foundation which the Foundation itself has described
as the longest lasting and most productive in its history. For thirty
years thereafter, he was to advocate, evaluate, criticize and praise
(wherever and whenever deserved) every significant legislative act,
policy and program related to employment, education, training or
poverty during those tumultuous years.

Levitan was not satisfied with a 36 page bibliography of
books, monographs, articles, congressional testimony and speeches.
When cancer ended his life just short of his eighticth birthday, he
left the bulk of his life savings to the National Council on
Employment Policy, an organization he had helped organize and
then singlehandedly perpetuated, charging his closest friends to
continue his life’s crusade.

This Center has the honor of being the first beneficiary of
that bequest. Remembering that one of Levitan’s greatest joys was
to interact with the staffs of congressional committees, this
symposium was undertaken as the Center’s second effort.

Therefore to Sar A. Levitan this program was and this
proceeding is lovingly dedicated.



INTRODUCTION
Marion Pines

Continuing a tradition started by Sar Levitan many years
ago and made possible by a bequest to the National Council on
Employment Policy, this symposium was the second meeting held
in as many months to establish and maintain a constructive dialogue
with congressional staff charged with the most major reformulation
of education and training policy in more than a decade. Fortuitously
timed within a week of Senate Committee markup, the symposium
was able to generate a high level of interest and participation.

Entitled “Reality Check,” the intent was to frame the issues
in a context of several realities: the political reality of “Newt
Federalism™ block grants, the economic realities of growing wage
and income disparities, and the practical realities of state and local
policy and program implementation under two major scenarios
presented in the Goodling (House) bill and the Kassebaum (Senate)
bill. Guiding principles relating to purpose, function, accountability
and governance were intended to undergird much of the discussion.

The Sar Levitan Center at the Johns Hopkins Institute for
Public Policy, which has been established by the National Council,
invited Dr. Richard Nathan, Dircctor of the Rockefeller Institute of
Government to present the political reality of the new “devolution
revolution.” A distinguished father-son team of labor economists,
Garth and Steve Mangum, described wage and income trends.
With those presentations as background, a panel of experienced and
articulate state and local practitioners--Susan Auld from the State
of Vermont, Jim Callahan from the state of Maryland, Linda Harris
from the City of Baltimore, Terry Hudson from the City of Houston,
Aurelia Koby from the City and County of San Diego, Joel New
from the Statc of North Carolina, and Clyde McQueen from Kansas
City, representative of those who will have to make reality of the
proposed block grants, reacted to the set of issucs posed by Marion
Pines as moderator. The discussion was aided by an insightful side-
by-side analysis of the two bills, prepared by Jim Callahan and his
staff, and a thoughtful derivation of “guiding principles” by Andy
Sum and Paul Harrington. Knowledgeable representatives of public
interest organizations joined in the discussion and responsible
Senate staff reflected on the realitics of Congressional debate.

The side-by-side analysis, the written papers, summarized
by their authors at the symposium, an edited summary of the
discussion and my personal assessment of the conclusions follows.
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A COMPARISON OF FL.R. 1617 and S

. 143

Fmployment, and Rehabliitation Systems
Act; or CAREERS Act

ELEMENT | 1, R 1617 1S 143,
, SR NTRODUGTION .. ...
NANMTE C nnwlldnlnl and Reformed Education, | N 0rkfnrr' Dn'lnpm'nl Ad nf 1998

FFFFECTIVE DATE

October 1, 1996 (FY 97), Secretorles given

July 1, 1998 (FY 98), waivers avoilable for

AUTITORIZATION

Adult Grant $2.263b. (20% &st); Literary
$280m. (10% éut). Otherwive, such .iu’m':
farFYM 2002 a4 tray be pebdaxsaty,

| broad transition sutharlty. . v, | FY96and97,

PURPOSF The purpose of this Act s ta transform the | 1} to make the U.S. more competitive in
vawt  array  of Ffdrml workforce the world economy by ellminating the
development and Ill(raq' programs fram a JSragmentation in Federal empioyment

| cottection of fraginented and duplicative training efforts and creating coherent,
cotegorical progroms into a sireamlined, Integrated statewide workforce
comprehensive,  éoherent,  high-quality, development  systems  designed 1o
cost-affective,  morket  based,  dnd develap more fully the oacademic,
arcountoble Federal workforée occtipational, and literacy skills of all
developmient and Initrac) system that Iy segments of the workforce;
deslgned 1o meet  the  education, | 2) to encure that all segments of the
employment, and training needs of the workforce  will  obtain  the skills
workforce and the competltiveness needs of necessary fo eorn wages sufficient to
employers of the 1.S., both today and in the malntain the highest quolity af living In
Sfuture. the world; and .

3) to promate the economle development
of each State by develiping & skilled
workforce that is responsive to the labor
tmorket needs bf the businesses af each

. e e i eieaecn Casaaie i | o JState

FUNDING FY 97: Youth Grant $2.308b, (20% cut); 17 b for conwolidated system and $2.1b for

at-risk youth with 7% reserved for notlonal
activities and 93% allocated 1o States.

2

YSTEM STRUCTU’RE

CORF APPROACH

Over 100 programs consolideted Into 4
grants 1o States: Adult Tralnivig, Adill
Eduéaflon ond Lllerady, Vot Rehab, énd
Youth Workforce hrpamﬂan

Over 91 pragrmm mnmlldainl Inln one
block grant with two funding streams;
workforée education 23%, and workforce
erhployment 25% and a “flex” account of
50% that cin be issed for cither,

FEDERAL ROLE

Includes ndmlm'dmflmv and mann[edunl
of natlondl  activifies,, I M, :dﬂhg
jutdetines . for . ﬁr'ai?ufﬂ - ellpibltity
determination and MIS. Secretarles shall
collahorate In setting comidn procedure
Sor campliance with statutory requiréments.
They also set coie Indicators and world
class pérformance levels In order to énsure
a nationwide performarice system

'

Rale performed through a  Governing
Board, comprised of Secs of Ed and Labor
and 3 réps from private sector, two Gors.,
two local officlals and (ox  nmonvoting
members) Chalrs and ranking members of
House and Senate authoriting committeéx.
The Roord reviews/appraves State plons;
mokes allocations 1o Stotes; aversees LMI;
negotiates State performance benchmarks,
reviews  performance, and  Initiatives
performance awards/sanctions,

STATEPLAN

ERIC

Aruitoxt provided by Eic:

To receive a gront, the Governor has to
Submit o State workforce development and
Hteracy plan to the Secs o/ l,almr and Ed
which includes:

. deu-rlﬂhm n[ enllaborative process - »
o system ohls

e how State has established workforce

develapment (wd) areas, local wd
boords, 1-stap ayslems,  and
certification bf fralnlnk dhd tervice
providers
o how Stote will particlpate lh natlonal
LM system
e vacrehab Info
e how coordination will be énstred
e public lnput to plan
o consultaflon with busiiess bnd Imiugry
*  atwrance af, ﬂaml sontrol :
e sonctlons State mbj lmpose
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To receive an allotment, Governor shall
submit a plan to the Governing Roard,
Including:

o gverall Stratepic plan for horlgfarce

. acrlvllln, including ollocation nj Sunde
within the flex account, limits on
economic develapment, hovw state will
set dnd imeet goals, obtainlng business
input, leveroging  other resources,
performance  evaluation, plans  for
commaon data collection and reporting

®  workforce  employment  actlvities,

Including designated areas, one-stap
system, performance Indicotors, IMI,
Job placement accountability

e workforce . education activities,
including allotment of funds, activities,
performance indicators, how State witl
mert poals for at-risk youth, evaluation,
technicol assistance, astexsrment of
progress  In meeting dudent
perflormonce measures




Q .
ERIC ‘ST COPY AVAILABLE

Aruitoxt provided by Eic:

PLAN DURATION

remalns in effect whtll mod submiied

three years

AUTHORITY OF

If Gavernor cannal get agreement lhrouglv

After allowing comment, Iif Gavernor cannns

COVERNOR enllabardtive process, haj  final authorlty to | get agreément, can submit plan with any
i aubmit plan Lg o | such comments Included
WORKFORCE Set by Governar; to anldrr exsting labar | Gavernar sets substole areos taking into

DEVELOPMENT
AREAS

market dreas, unlts 4f goveinrienl, aréas
verved by od agencln, SDAs under former
JTPA C

acéount lobor market areas

Gavernor has (o develop a strategic plan

STATE BOARD Regulres Gav. (o bring together & fpecified
group of peaple to work with hliher In a | and obtain approval from: the State ed
collabarative process to make declslons | agency, business reps, labor and workers,
relative tn the organitation oid planning of | local elected afficlals, voc ed officlaly,
the uvrkfnn‘t xystény;  gebups intlude | posdisecondory ed official, other bfficials,
presentatives of businesd, .10l élécted | Including economic development as the
officials, Inéol ed agencled, podsecdndary | Qovernor mhy designote. The Governor
institutions,  rekab  counrll, - orfs | may edtablish o  State  Warkforce
representing  lidividuals  sérvéll > by Development Roard, including the obave
programs,  employees, and dead Srore officlals, and & majorlty of businexs
officlals _for dumﬂfm md dev, | members, ot least 28% labor and
employment, ,mdsecnndary ed, voé réhab, communlly based org rept.  Gov. mast
welfare, and vets to: . extablish the Noard If any funds are to used
o develap, the  State u‘vrr'l(j"nr& for econ. dev. This board, chalred by a
develapment and literacy plan business person, would:
o otherwise comply with the Act o advise Gov on workforce dev c)vlm.
Gov. moy use existing group (p provide ihds the State plon, and State gools and
Sunctlon benchmarks
o assid in  developing  performance
indicators
o serve ay link between business and
system
o asvld In preparing annual report
o receive and comment on State rehab
plan
o aviidt (A developing LMI ystem
o asvia in itoring and conti
R T Improvement
LOCAL Gavernor ensures establishment of local (mvrmnr negotlates and enters Into a Inral
STRUCYURF. warkforce developmeérit boatd, aelectéd &) | agréement with local partnership or local

chief elected 0mclal which must indlude a
majorlty of husiness reéps, Individual with
disablilty, répt of éd. & chos.
Board: :
1. develops bleantal plan, Includingy

»  goals and sirateglex

e performance féasures

o description of I-dtap gdem -,

o grategy for involvlrg communlly
2. wses LMI o ldentlfy dewiond

occupations -

3. wets budgét and profram ovmlgl.t H B
4. hut cannot adminlster progroms

workforde dev rlnpmrnl board. Local
partnership  members  selected by lacal
elected afficlals and must Include reps from:
o business, Industry, and labar

o secandary ond postsecandary schools

o local elected afficlals

® rehab agencles

¢ cho's

Agreemenit  mus include how  funds
allocated ta ares will be spent (o meet State
gndls  and  bérichmarks, and  how

collaboratlon took place.  If agreement
cannot be reached, Gavernor, with 30 days
notlce sdvives how funds (o be spent,
"/pdrbﬂ application  for  workfarce
dtlon funds submitted by d
podnmmlar)' and adult ed eligible mmln

PROGRAM DESTGN

1o State Ed Agendy.

IN GENERAIL

Greates four black grants to Stotex: Adult

Tralning, Adult Education dnd 1. llmq,
Voc Rehad, iind  Yoith W, ‘orkforce
Ireporation, .

Tt
atnn o\ ottt

One block grant dl| Idrd at .\Yn!e ln'rl lnln
110 séparate Breams with minlmum Sunding
levels: workforce employment (25%) and
workforce éducation (25%). State fexibllity
on remalning 30%, but must isse a portlon
of funds for schoolso-work activities.

authorlvéd,

SERVICES I-top centers required. Cnrt services and | I-top centers reguired.”  Targeting of
Informotion avollable to genéral publle | nervices at discretlon of the Governor and
through  I-dtops. . Intbisive  drvicds | locel partiiershlp; care services provided ta
avallable to génetal p‘ul'llc I/ sifficlent pnmal public through 1-stop.
funds avallablé, - vq oo s

INCOMFE. Income support  gimilor M nrnlf—luucd .Sup,mrl sm-lmv, Including  financial

SUPPORT ,m,mtrm inder JTI’A Tiete 11 expllcitly | assivtance, authorized.




CERTIFICATION
OF EDUCATION
AND TRAINING
PROVIDERS

Certlficotion  required for providers to
recelve  funds  through  vouchers  or
contracts,  Extesislvé arrangements for
certlfication  and pcr/ormaneo baid
Information, =

Where State chooses to use vouchers, “State

required to describe:

e criteria for provider eligibility and

o providing Information about provider
_performance

SKILL GRANTSI
VOUCHERS

Vouchers are to b( uud /or MMMIM and
troining In Adult Grant except for QJT, or
where there Insufficient cettifled providers
or services for special population, ., ;. .

Autharlted but not required,

NAT. PROGRAMS

Authoritation for satlonal activitles, but
Sunding set of 60% n/F)'!U lével. ...

s

Provides for national Incentive grants bosed
on performance, buf Silent on other national
activitles.

SCHOOL TO-

WORK

[ nnmlidmpd/ellmlnalnl Reguirex
Sramework but hos no ﬁmdv SoF Hational

incentive grants. |
b

.
w et

Y P

iding .Walcv

Consolldated/eli 4 ,m,
with  STW grants  ming Zonitinue  to
Implément using 30% flex funds. No

specific STW framework but requires Sate
funding for STW out of State flex grant.
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LABOR MARKET

Nailnnnl I almr )Iarl(d ln/ormllllon System

parﬂrl’wﬂmv in the drwl«pmlnl 0/ the
workforce drvﬂnpm(ﬂl plon, !
Apendy Is Fé<horisible for mnllorhi[}
performance ond fproviding tralning and
best proctlcei Info to one-stop and voc
rehob pérsonhel. !

Flanning requirements simiplified.
Consumer cholce strengthened, and voc
rehob closely Im‘lgrarnl with adult training,
delivering core services dnd dpecialited
sérvices thiongh I~flop cenlérs.

Natlonal  LMI . system  ectablished

INFORMATION established. . Prescribés hove Sécrelory th ('l'vtrnlng Roard glo en discretion on how to
_ admlnLﬂeralhallohal levél i o | adminlster ot natlonal level.

VOC REIAR Funds go to the G r who designates | Cantl as a separote aulhnrlzarmn

an  ogency o adminldér.  Inchiding | Aimends Title 1 of Rehah Aet 15 ochleve

greater coordinatlon.  Tlanning, timelines,
and ablllty are consi with
Warkforce Development Act.  Voc Rehob
becomes part of the larger employment and
fralning dystem In the Stote but retains
separate authorlty and funding streom.

f#ec

ALLOTM ENT&/ ALLOC

“'ATIO‘\IG .

STATE AND
1.OCAL FUNDING

For Title I, of thr amount authorlyed, 20%
ar $25m.(ohichever Is less) miy be retilned
hy Secy, the balancé Is allotted to the Staies
based on the percentage of Perkins 101 and
Jrr4 252 and 262 fudds received In
previons  year, In ubuqnln yun.
percentages lMy f’l( Same.

Subdtite allocotion + §0% af funds
allocated b local &eéds, (40%), eu,.»m,
Institutlons for In-schodl, (10%) for ou: of

Formulo for allnlmrnh to .\Ialn bosed on
general populatl rates,
numbers of lowdncome lnd.vidualv, and
welfare reciplents. 7% of appropriation
may by retoined ot the federal level, with
93% allotted to the States

For k'nrkfnr(v emplayment activitles, 73%
shall be didributed to local  entities,
allotdtlon formila using tuch factors as
poverty, nemployment and the number of

schoal, Govérnor sets within State formula
Jor didribitlon bbced Oh povérty rates,
propartion of yoith, drd Mher dﬁﬁmﬁr’de
Sactors. Minliviitn gréi

State micy gront lnéentive au’\bnﬁ fmm
Sfunds reserved /n' Seate.

For THle Iil, 85% af amlmrlz)d fundv
allotied lo states bhsed 6n proportioniste
amount recelved Ih 1dt poar Gndét Tile
UA and 111 of JTPA. _ Govériior may
reserve  20%  of allotiént Job . TA,
innovative and gqu'meninl programs, -
stop support, mis.  No-more thoin 1/4
reserved midy be used for admin, - Govérnior
sets allocation formula based di [-ovrrg,
unemptoyment, pm[mrllon o/ po/rulallon or
other factors. .

Title 1V allotment for bdun el d‘ml Sarnly
literacy based on pmporrlonafe hﬂmla(r a/
ellgidles In Staté - s -

AFDC  retlpl in the State. For
workforce educatlon activities, 80% must be
dllocdted In sccordance with the formulas
BH it In the sections for Febondary,
postrecondaty, énd aduls education.

Flex funds (30%) « thraugh a éallaborative
procexs, the State will decide hos to use and
alloeate these funds, setting  prioritiés
according  lo  the State's  ecomomic,
educational, and employment factors. The
dpproach (0 be faken is based on the model
éstablished Inthe STH AL,

WORKFORCE
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LOANS

Secretaty may ,mnldr kra/m lo sratex /o'
123 iployérs emplogee

loany
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ACCOUNT-
ARILITY

Consurmrer information and cerfifledtion of
$orvice providers combired with éonsumer
dmh'r through voucheis. Siités éstablish
core Indicotors ‘undet  definitions  of
.S‘errrrnry Statés  eoablich levels of
performante for lothl ardus, taklng thio
accolht world clase levels,  Siatés repoit
levels to Secretariés. State fallire to moer
petformance levels for 2 consecutive years
scsults In up to 25% reduction In gront.
Feds grant Incentive monles bazed on
petformance. For 2 year transition,
certlfication of servicé provider can be
based an JTPA performance.

Consumer information and certification of
servide providers required if vouchers used.
Statés get appropriste benchmarks related to
appropriate  education and  meoningfil
émploymeénit  fo  meet bréad vwirkforce
development ghals and report dnmually on
Suceets In meeting benchmorks Governing
Board névorlates benchmiarks with_State,
States ja:lmg to achleve henchmorks may may
have allocation reduced by up to 10% for 3
years and States may receive Incentive
grants  for  meeting  or  achleving
henchmarks.  States required to evaluate
progress of all individuals through [-stop
System,

+.MAJOR, DXFI‘ERENCES

CONSOLIDATION

. Em[v/ﬂ) ment Service rémalins separate
e JORS remains

e Joh Corps remaing a fﬂllﬂdl propram
o Food Stamps E & T rémalny

®  ESresources are a part of grant
¢ JORBS Is repealed

& Jab Corps turired aver to Govs.,
e FoodStamps E & T is repealed

FUNDING (See Allocation Section) (See Allocation Section)
APPROACH Orgonites the system based on target | Orpanites the system  based anm  core
Lroups activities

FLANNING

Unified approach ta produce a one plan

Nifurcated approach thot essentiolly has e
plons

FEDFERAL, Reduces but molntains federal natlonol role | Cuts  federal  role  sgnificontly  and
and  malntolny  exiding  Gdminidrative | rstoblishes new administrative system
Aystem

STW No provision Makes core provisions

LOCAL BOARDS | Required Optional

VOUCHERS Required Optional

PERFORMANCE. Creotes o more defined nalhmal Sramework | Provides mare flexibility to the States in the
for a  consolldated  and  uniform | development  of  specific  performance
perfarmance  mebxurement  System  for | benchmarks
program activities

AT-RISK YOUTH Clear  definitlon  that extends  beyond | Defined as ecannmicatly disadvantaged

DEFINITION

econamlc Situation to include barriers to
emplayment and school drop-giit foctors
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TOWARD A WORKFORCE DEVELOPMENT REALITY
CHECK
by Garth and Stephen Mangum

All of us who are or who have been involved in the legislative
process recognize how important it is from time to time to step back
and ask “what is it we are trying to accomplish and how likely is it
that our proposals will be effective in accomplishing those
objectives?” It is not our purpose in this paper to tell you what
those objectives ought to be or to do that appraisal for you. Instead,
we seek only to set forth those workforce issues of current
widespread concern as a device to focus discussion.

Productivity and Competitiveness

Considerable concern was expressed throughout the 1986-92
period about the productivity of the American workforce and the
extent to which its relatively slow advance might impede our
international cmpetitiveness. It makes a great deal of difference
which years one chooses for comparison, but output per hour
worked in nonagricultural private employment in the United States
increased an average of 2.63 percent per year from 1950 through
1972, the eve of the OPEC challenge which changed so much in our
economy. From 1973 to the steep recession downturn of 1981,
output per hour worked increased at an annual average of only .68
percent and from there to the next downturn in 1990 an annual
average of .99 percent.

The great concern expressed during the late 1980s and early
1990s was neither surprising nor inappropriate. With a recovery
back to a 2.35 percent average for 1991-94 that concern appears to
have lessened. Unit labor costs which rose 3.45 percent a year from
1981 to 1990 rose at a 2.35 percent annual average during the first
four years of the new decade. However, according to the BLS
Employment Cost Index, private sector wages and benefits
averaged $17.10 in March 1995. This figure is 2.8 percent lower
in real terms than in 1990 and 5.5 percent lower than in 1987.
Declining real wages have been a bane to American workers but a
boon to American employers when accompanied by resurgent
productivity growth. .

During recent years, hourly compensation rates have risen far
less rapidly and industrial production more rapidly in the United
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States than among any of our major industrial competitors. Average
hourly labor costs in Japan and Germany have risen to equal ours,
all indicators of improved competitiveness not yet apparent in our
international trade deficits. The time has been too short to know
whether that higher rate of productivity growth is only the result of
recovery from recession or whether it is a longer turn reversal
resulting from corporate downsizing, resumed capitalization, more
careful management or other lasting factors. Only time will tell, but
even if productivity growth were only to return to its long term trend
line, that would be a substantial gain. Economic growth is limited
by hours of work and the output of each of those hours. Since in the
long run each additional worker is an additional mouth to feed, our
living standards can rise only with our productivity. Technological
change continues rapid and skill requirements are clearly on the rise.
Skill and productivity development are never to be ignored, but
public concern appears to be shifting now to income distribution.

Income Distribution

The following five charts (Figures 1-5) taken from the 1995
Economic Report of the President adequately tell the income
distribution story of the last 20 years. Only those men with graduate
degrees have, on the average, been able to maintain their real
earnings, let alone increase them. Women with college education
have enjoyed very slight real earnings increases. Real wages have
risen for men only at the highest percentiles and then only slightly
along with modest increases for most women. Family income has
fallen for those who were already the worst off and has increased
for the rest only by adding to their hours of work. The rich have
become richer and the poor poorer, both pinching the middle.
Contributing to faltering family income has been a recent decline in
two-carner families. After climbing throughout the 1980s, two-
earner households declined from 45.8 percent of families in 1989 to
44.9 percent in 1993. Another evidence of labor displacement is
the rising share of families without any earners--21-8 percent of
families in 1993. An income distribution which had taken on oval
shape is beginning to look more like an hourglass. Ultimately, this
should be of concern to all because mass production depends upon
mass consumption which requires mass purchasing power. But to
now those whose economic expections are frustrated appear to be
taking unfocussed aim at government rather than employers.
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Figure 1

Real Hourly Wages for Men by Level of Education
Real wages have fallen for men of all education levels, but those with the least
education have been hurt the most.
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Figurc 2

Real Hourly Wages for Women by Level of Educatlon
Women with at least some college education have seen modest wage gains, while
wagas have fallen for those without.
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Figure 3

Real Hourly Wages for Men'by Wage Percentlle
Real wages have declined for all but the highest-pald male workers.
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Figurc 4
) . Real Hourly Weges for Women by Wage Percentile
Women at all wage levels recelved increases In pay, but those at the top gained the most.
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Figurc 5

Average Famlly Income by Quintlie
Incomes have fallen for the poorest forty percent of families.
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Poverty fcll from 22 percent to 11 pereent of the U.S. population
between 1960 and 1973, then rose again to 15 percent by 1993.
Even afler taxcs and transfer payments, the poverty ratc rosc from
9 pereent in 1979 o 12 pereent in 1993, Children in poverty fell
from 27 pereent in 1960 to 14 pereent in 1973, then rosc again to
23 pereent in 1993, Not unrclated was the fact that the proportion
of children living with onc parent tripled from 9 pereent in 1960 to
27 percent in 1993, 46 pereent of familics headed by a single
woman bcing poor. The poverty rate for pre-school children in
houscholds hcaded by singlc women was 65.9 percent in 1992.
Ncvertheless, the reeent increases in the number of children in
poverty have occurred in marricd couple and single male-hcaded
families. The poverty rate for whites in 1992 was 11.6 pereent, for
Asian-Americans 12.5 pereent, for Hispanics 29.3 percent and for
African-Amcricans 33.3 percent.

Nonc of this is ncw to this audience but is worth considcration in
cxploring the appropriate objcctives for workforce development
cfforts and the likcly cffcctivencss of various alternatives.
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Employment and Wages

Most of the shift in income distribution has occurred not because
of rising uncmployment or falling labor forcc participation but
because of declining carnings of most of thosc cmployed. Though
higher than the rates of the 1950s and 1960s, uncmployment ratcs
on the avcrage have not increcased since the carly 1970s. The
proportions of thosc working parttime who would have preferred
full time work and the discouraged workers--thosc wanting jobs but
discouraged from sccking them--have trended upward (Figure 6).
but again arc not the major factor. The primary cxplanation for the
incomc distribution trends is declining rcal earnings for thosc at
work. Figurc 7 illustrates the rising proportion of men and falling
proportion of women carning poverty level wages between 1973
and 1993 and Figurc 8 illustrates the trend by race and cthnicity.

Figure 6

Real Rates of Underempioyment,
1973-93
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Percent of Workers Earning Poverty-Level Wages,
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As illustrated carlicr, the major cxplanatory factor in wage trends
appcars to bc cducation (Figure 9). Where once high school
cducation was cnough to carn a living wagc, the valuc of a high
school diploma is dcclining (Figurc 10), resulting in the college
wagc premium indicated by Figure 11

Figurc 9
Hourly Wages by Education, 1873-93
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Figurc 10
Entry-Level Wages for 'H'Igh School Graduates, 1973-93
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Figure 11
College/High School Wage Premium, 1973-93
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Figures 6-11 are from Mishel and Bemnstein, The State of Working
America, 1994-95.

Males especially have suffered in that regard, particularly at
younger ages (Figure 12), contributing to the political pundits’
explanations of current voting patterns.

Figurc 12
Mean Real Annual Eamings of All 18-62 Year-Old Males, by
Age, 1973 and 1993 in 1993 Dollars
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Notc in Figure 13 the high proportion of less than high school
males with no camings in the rclevant years.

Figure 13
Percent of 18-62 Ycar-Old Males With Zero Eamnings, by
Educational Attainment, 1973 and 1993
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Focussing on young adults, thcir employment/population and
full-time employment/population ratios have been quite stable in
rccent years (Figure 14), but look at their wages, Figure 15 for
young men and Figure 16 for young women. The outlook for family
structurc may also be read in the wage ratios of younger to older
men (Figurc 17) and young women to young men (Figure 18). The
latter, of course, is not becausc the young women’s wages are rising
but because the men’s have been falling.
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Figure 14
Employment/Population Ratios of Non-Enrolled 16-24 Year-
Olds, 1987-94
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Trends in the Median Weekly Earnings of Full-time Employed
Men, 16-24, 1967-94
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Trends in the Median Weekly Wages of Full Time Employed Women 16-24, 1967-
1994
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Figures 12-16 are from Sum, Taggart and Fogg, Dreams to Dust:
The Deteriorating Labor Markel Fortunes of Young Adult Men
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Any solution to poverty in two-parent families and any reversal
of deleterious income distribution trends will involve improving the
eamning capacity of these non-college-trained young adults.

The Welfare Reform Issue

The income plight of the single-headed family and welfare reform
are the same issue. The nation appears to have made up its mind to
end public welfare as a dole but has not yet faced up to the
requirements for work-based income maintenance system. A few
numbers will illustrate the challenge. Of the 3.6 million AFDC
mothers in 1993, only 38 percent were high school graduates
compared to 85 percent of all 25 to 34 year-old women. Only one
in eight had any schooling beyond high school and 72 percent of
those taking the AFQT test of general problem solving ability
scored in the bottom quartile. Young poor mothers average two
years of work experience, usually only short-term or part-time,
compared with five years for their nonpoor counterparts. Those

" AFDC recipients 18 to 22 years of age who thereafter obtained jobs

averaged $6.00 an hour which, with two children, would have just
brought them to the poverty line if they had been able to work full-
time full-year. Their wages rose at an average annual rate of |
percent compared to an average of 4.8 percent for non-AFDC
dependent women. The AFDC female adult population appears to
have two things in common: (1) they all became involved with the
wrong man at some point in their lives, and (2) employers are
unlikely to clamor for their services.

But that is less than one-half of the welfare reform issue.
Supplementary Security Income has experienced explosive growth
during the past five years and now has more cases than does AFDC.
And the primarily disabled SSI recipients are far less employable.

Underclass Urban Youth

William Julius Wilson who probably coined the phrase “urban
underclass” speaks of a new urban poverty wherein concern for the
working poor is being replaced by focus on the jobless poor. He
might have been more accurate to speak of a generation for whom
“job” has no meaning. A few statistics from Bluestone, Stevenson
and Tilly comparing the situation of out-of-schooll 20-year old
black men in 1964-68 and 1984-88 will suffice for our current
purposes, though the phenomenon is by no means limited to
African-Americans:
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~Among high school dropouts, the average jobless rate (defined
as a full year without employment or earnings) climbed from 6
percent to 36.1 percent

~Among high school graduates the average jobless rate rose
from virtually zero to 14.3 percent

~Among high school dropouts who worked at all during the year,
the number of weeks of employment fell from 39.1 to 33.6 and
from 41.3 to 40.5 for high school graduates

~Over those twenty years, real annual earnings fell 18 percent
for black male graduates and 47 percent for dropouts

~This deterioration in labor market outcomes has occured
disproportionately in central cities. In thec mid-60s the

annual earnings of central city young men was nearly 20
percent higher than those living in the suburbs. Twenty years
later suburban earnings were 20 percent higher than central

city

To Wilson the tragedy is sociological rather than economic:
“Regular employment provides the anchor for spacial and temporal
regulanty in social organization.” The fact that conditions for black
young women in the same labor markets have actually improved in
many ways is further destructive of traditional relationships and
contributes in turn to out-of-wedlock births and to welfare
dependency.

This is just one more challenge to be confronted by the workforce
development system. More could be enumerated but the issue is
raised: Are the modifications we seck to make in the system likely
to enhance its ability to meet its challenges?

Can We Afford To Do Better?

But in a world of reluctant taxpayers and amidst an endemic
federal deficit can we afford to do any better than we are doing?

The issue is political rather than economic. The deficit must be
brought under control. It would be both unwise and impossible
even to attempt to balance it annually. Not only would that mean,
for instance, cutting unemployment insurance expenditures
whenever unemployment rose, but the recession declines in federal



revenues would always outstrip the budget cuts. If we were
politically as well as economically wise, we would have separate
consumption and investment budgets, balancing the former over the
business cycle and accomodating the latter to the returns on the
investments made. As it is, the pursuit should be a balance of all
expenditures and revenues over the business cycle. The emphasis
should be on automatic rather than discretionary stabilizers.
Congress has never been capable of acting promptly enough to
legislate recession relief before the recovery was underway. But the
rise in a recession of such expenditures as unemployment
compensation is automatic, helping to sustain the overall economy
as well as the unemployed. The objective of balancing the budget
over the business cycle is unlikely to be met but if we pursued it
vigorously we could at least return to the traditional situation where
the national debt, except in wartime, declined continuously as a
proportion of the gross domestic product, an admirable and
sufficient accomplishment.

But a balanced budget commitment without tax increases need
not prevent a relatively rich country from meeting its higher
priorities. The question is simply whose ox is to be gored as federal
expenditures decline. Remembering that the average age at death
was approximately 60 years in 1935 when we set the retircment age
at 65 is a clue to solving both the social security and Medicare
challenge now that the average age at death has reached 75. Then
the average person reaching 65 could expect to live 12.6 more
years, now the expectancy is 17.5 years. Raising the retirement age
for both income maintenance and health insurance to 70 within a
very short fcw years and then raising it perhaps another year for
each two years of longevity would maintain the viability of those
programs as far into the future as the imagination can see. We all
know that farm price subsidies doubly burden taxpayers and
consumers but never go to poor and rarely to middle income
farmers.  Congressional pork-barrelers insisting the Pentagon
accept expensive weapons it hasn’t ordered is another relevant
example. The Cato Institute has identified $85 billion in “corporate
welfare™ and the Citizens for Tax Justice has found $455 billion in
“tax expenditures,” most of which they think we could do without.

We could and would all argue over the specifics, but the point is
that the budget need not be balanced on the backs of the poor or the
needy. Resources are not the issue in workforce development;
prioritics arc. That is not to argue that every workforce
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development or antipoverty program ought to survive. No public
expenditure ought to continue unless it can be reasonably shown
that its benefits exceed those of altcrnative uses of the same
resources.

The challenge is a dual one. Can we design workforce programs
that work and then can we convince decisionmakers that those
programs deserve higher priority than many currcnt uses of the
taxing power?

* %k %k

Garth Mangum is Max McGraw Professor of Economics and
Management at the University of Utah. Stephen Mangum is
Chairman of the Department of Management and Human Resources
at the Ohio State University.

23 25



I QAL

BLOCK GRANTS -KEY TO THE“NEW(T) FEDERALISM
by Richard P. Nathan

Having spent most of my professional career studying American
federalism, I know there are few opening lines that can put people
to sleep faster than saying you are going to talk about federalism.

But there should be no snoring at this briefing. Going back thirty

years, | cannot remember a time when changes in American
domestic public policies were occurring more rapidly and more
fundamentally. Block grants, as the title of this paper indicates, are
the key to the "New(t) Federalism" of the 104th Congress. The
story line of this "Devolution Revolution" is the rising role of the
states. It is not clear yet which block grants will be enacted this
year, what form they will take, and what areas will be on the front
burner for block grants next year in the second session of the 104th
Congress. But the argument is not hard to make for everyone
interested in U.S. domestic and social policy that federalism and
block grants are the hot subject right now.

The 1995 Devolution Revolution

The devolutionary policies of the new majority in Congress do
not stand alone. They are part and parcel of the strong movement
in the country towards conservatism and limiting government which
is being played out now in the legislative and budget processes.
Some cynics see the new devolution as a tactic (even a cover) for
conservatism, with budget reduction, including the Balanced Budget
Amendment to the U.S. Constitution, as its operational modus
vivendi. This is understandable, but doesn't gainsay the point that
the new devolution is distinctive and likely to be very strong.

American federalism was (more accurately is) a great experiment
in historical terms. It is necessary to say more about our origins
before going into specifics about why the new devolution (the 1995
brand) is so important and what its consequences might be. K.C.
Wheare, a British political scientist and authority on federal systems
of government, said that the American Framers invented modern
federalism in the sense that the citizen is a citizen of both the nation
and the state, unlike the confederal form where the states, in effect,
are members of a league or club. This is what the brilliant Madison
meant by his reference to "the great composition,” a system of
government "that is neither wholly national, nor wholly federal."
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Madison in Philadelphia, along with his then-friend, Alexander
Hamilton, wanted to centralize power. Appropriately, they used
Madison-Avenue techniques in The Federalist Papers to reassure
the ratifying electorate of New York (which Library of Congress
historian James Hustin called "the people out of doors,") that the
states would still be very prominent. Madison, the politician (never
as good at that as Madison the political scientist) later shifted his
ground on the very federalism bargain he crafted. But the point
remains that the original design was both centrist and deliberately
fuzzy, and in the latter sense especially was a great experiment as
to what the fuzz would come to mean.

Experts have argued since the Founding that the strong trend over
time has been to centralize, citing the Civil War, the New Deal, the
strong role of the courts, and the advance of technology and
economic interdependence as forces and factors that fueled this
centralization trend.

I have advanced a different view, which will now be tested. [

.confess to having a somewhat narrow view of federalism focusing

on fiscal flows, and I readily admit that this is not the whole story.

Nonetheless, it is a very important part of the story. Hence, the
new block grants (cutting, capping, and consolidating existing
programs) are strong instruments (stronger than most people yet
realize) for consequential federalism changes.

Block Grants For Entitlements

Sharpening the point, I believe new block grants under
consideration in the 104th Congress are potentially a bigger deal for
U.S. domestic policy than Lyndon Johnson's Great Society, Richard
Nixon's New Federalism, and Ronald Reagan's 1981 budget and
grant blocking changes. This "Big Deal" is such because it
represents a break with the past 50 years of a steady accretion of
entitlement-type Federal grants-in-aid. Specifically, I refer to the
devolution of family welfare, (the Aid for Families with Dependent
Children program) and Medicaid. Also under consideration as new
block grants included in the House-passed welfare bill (H.R. 4) are
child welfare services, school feeding and other nutrition programs,
foster care and adoption programs, and, in related legislation, food
stamps. Taken together, these changes in entitlement grants-in-aid
would cut a large hole in the national safety net for the poor.

Today, two thirds of all federal grant-in-aid spending is for
entitlement-type programs, a proportion that has grown
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dramatically in the last 20 years largely due to the rise in Medicaid
spending, which is by no means just a poverty program. This
two-thirds ratio does not include food stamps. Even without the
capping, cutting, and devolving of the food stamp program, there
are sure to be devolutionary trophies for govemors Engler,
Thompson, and Edgar and their 27 Republican gubematorial
colleagues. Only one highly populous state (Florida) now has a
Democratic governor. Governors Engler, Thompson, and Edgar
are calling the shots, and deserve the largest credit or blame - chose
your descriptor - for the 1995-style New(t) Federalism. In
particular, devolving the responsibility for aiding the poor to the
states lock, stock, and barrel (or anyway very nearly so) is a
momentous change in American public affairs.

There are three main types of federal grants to states and
localities for (1) operating purposes, (2) capital purposes and (3)
those for entitlements (transfers in cash and in-kind) to people that
flow through the states. The latter type of grants - entitlement
grants - now dominate the federal aid landscape. We have created
block grants in the past for operating and capital purposes, but have
never blocked entitlement grants. Doing so represents a watershed
for U.S. intergovernmental relations as described in Attachments 1
and 2, which present a history of block grants. The essential
question is whether the national government should guarantee aid
(money, food and food stamps, and health care) to the poor for
so-called "safety net" functions. Republicans in the past have said
these safety net or transfer-payment functions - guarantecing such
aid - should be a national responsibility.  President Reagan
repeated his position on this point many times, as for example when
he said in his 1982 State of the Union Message: "We'll continue to
re-direct our resources to our two highest budget priorities - a
strong national defense to keep America free and at peace and a
reliable safety net of social programs for those who have
contributed and those who are in need."

Close observers of the discussion to date of potential areas for
new block grants know that some of the current candidates for new
block grants are entitlement programs and others are better
classified as operating programs. In my opinion reflecting the
situation right now, there is a strong likelihood that the AFDC
program will be capped and blocked in 1995 and that current
maintenance-of-effort and state matching requirements will be
eliminated. The big question mark for 1995 - and the big enchilada
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for the "Devolution Revolution" this year - is Medicaid. It is key to
the 1995 action on the "Devolution Revolution." The budget
reduction goals in the Congressional budget resolution is $180
billion over seven ycars. The House Commerce Committee has
approved a block grant approach for Medicaid. On the other hand,
when this paper was written the Senate Finance Committee was
evenly divided (10-10) on this issue. If both Medicaid and AFDC
are blocked without state financing requirements this year,
regardless of what other block grants are created, the conclusion one
would have to draw is the one stated earlier: This is a "Big Deal"
for American federalism and U.S. domestic policy.  Speaker
Gingrich and other leaders of the new Republican majority in
Congress have promised to push other block grants next year in
1996, both for entitlement purposes, (as in the case of food stamps)
and for operating grants, for example, for employment and training
(where grant proliferation is pronounced), housing, elementary and
secondary education, and child care and children's services. The

-Clinton Administration in a special section of the FY 1996 Budget

lists 271 existing programs to be consolidated into 27 new
programs (Table S-7). Some of these proposals are similar to
those advanced by Republican leaders in the Congress; others are
not.

Trying to Keep Score

It is hard to keep score on these developments because they are
so fluid with different positions taken in the House and Senate in
terms of the scope, finances, structure, and timing of action for
different grant consolidation packages. For example, the
temporary assistance block grants to replace AFDC are proposed to
be authorized for $15.4 billion annually in the House and $16.8
billion in the Senate. The difference in large part represents the
inclusion of child care authority in the welfare bill reported by the
Senate Finance Committee bill, whereas these programs (plus
others) are authorized as a separate block grant component of the
welfare reform bill that has passed in the House (H.R. 4). In the
case of an employment and training block grant, the Goodling
"Careers" bill reported in the House could cost in the range of $5
billion per year; the Kassebaum $7 billion workforce development
block grant reported in the Senate is similar though more
comprehensive.  The General Accounting Office has identified 163
employment and training grant-in-aid programs, which are
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discussed as camdidatesfor-a-workforce-development block grant.

The House bill consolidates 100 programs into four grants to
states; the Senate bill consolidates 91 programs.

We have constructed a "Score Card" on a rough and ready basis
on the status of grant blocking developments in the Congress,
although it requires almost daily modification. A big part of the
problem with this exercise is that different members of Congress
have very different ideas about what can be classified as a "block
grant." The idea is popular now, and as a result the term is used to
describe policy changes that are not only apples and oranges of
difference in their basic character, but also watermelons (like
Medicaid) and peanuts in their relative size. The grants now being
discussed for consolidation into new block grants, plus those
already so classified, account for the great bulk of all federal aid to
states, localities, and nonprofit groups. The key question for
analysts is, What will be in the block box this year? and beyond
that, of course, what types of changes at the state and local levels
will flow from new grant blocking actions?

The Competing Forces

For Beltway insiders, one can think of the great federalism debate
of 1995 as between the forces of Engler and the forces of
Greenstein.  Governor John Engler of Michigan, aided by an able
staff, is the intellectual and strategic leader pushing the block grant
strategy of the Republican governors in the Congress. The Engler
approach of abolishing national entitlements, not raising "Pandora's
Box" formula issues, and removing state funding requirements
competes with that of the Center on Budget and Policy Priorities
hcaded by Robert Greenstein.  He is also a knowledgeable expert
on national social policies; Greenstein and company have advanced
proposals - "Yes," to meet the budget-reduction targets, but do so
on a basis that preserves the entitlement status of existing programs
(especially Medicaid), retains state financing in the equation, and
stirs up (and seeks to change policies on) formula distribution
issues.  Right now, the forces of Engler seem to be in the
ascendency, but the situation, as noted earlier, is very fluid.

In historical terms, a similar interesting comparison is that
between Nixon's, Reagan's, and Gingrich's brands of New
Federalism. Nixon proposed increased spending to enhance state
flexibility, essentially - "A Help.em and Bribe em" - strategy
grounded in revenue sharing and block grants to the states for
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operating and capital (but not entitlement) purposes. Reagan took
a trade-off approach: We'll give you (the states) less money in
exchange for more flexibility, while at the same time preserving the
idea of a national safety net for the poor. Gingrich goes the whole
nine yards: Less money, lots more state discretion, and devolve the
national safety.

The Cyclicality of the State Role

Turning now to speculation about the possible consequences of
the changes being considered, I want to go back to the comment
made above about my different view of U.S. federalism. With the
focus on fiscal flows, I observe that there is a cyclicality in our
federalism whereby the role of the states grows in conservative
pertods and declines in liberal periods. The swing variable in this
cyclical pattern is political ideology. In conservative periods, the
role of state governments has been enhanced, whereas in liberal or
pro-government periods, the role of the national government has
grown. This cyclical pattern has an almost mathematical character.
In liberal periods, those who favor increased governmental activity
often find it efficient to lobby for their interest at one place, the
center. In conservative periods, the proponents of new or increased
governmental activity have fewer opportunities; they have to try to
get changes adopted wherever they can. It is not surprising,
therefore, that pro-government lobbying activities are focused on
those subgovernments, particularly states, in which there is support
for a stronger role for the public sector. States - not all states, but
many of them - have been the centers of activism and innovation in
domestic affairs in conservative periods in our history.

In the early years of the twentieth century, the states were the
source of such progressive policy initiatives as workers'
compensation, unemployment insurance, and public assistance.
Twenty-one states enacted workers' compensation laws prior to
1913. Other states followed suit. The same is true of public
welfare programs. According to Michael B. Katz, "Between 1917
and 1920, state legislatures passed 400 new public welfare laws; by
1931, mothers' pensions in all states except Georgia and South
Carolina supported 200,000 children; and in constant dollars,
public welfare expenses, fueled especially by mothers' pensions,
increased 168 percent between 1903 and 1928." In a similar vein,
James T. Patterson noted that the states "preceded the federal
government in regulating large corporations, establishing minimum
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labor standards, and stimulating economic development, ™ although
he added, "the most remarkable development in state government
in the 1920's was the increase in spending." In this period when the
United States was "Keeping Cool with Coolidge," it was state
government policy initiatives that planted the seeds of Franklin
Roosevelt's New Deal.  State initiatives formed the basis for many
of the major national government programs adopted under
Roosevelt.

A similar spurt of state initiatives in domestic affairs
characterized the conservative period in the latter part of the
nineteenth century: "The first great battles of the reform movement
were fought out in the states." Examples of state innovations
adopted during that time are compulsory school attendance laws and
the creation of state boards of education, reforms of political
processes, a growing role for state boards of charity, child labor
laws, and state regulatory policies in licensing and zoning.

One hundred years later, beginning in the 1980s, the pendulum
of U.S. domestic policy again swung to a conservative position.
Five factors contributed to the concomitant rising role of the states.
One is the conservative, devolutionary domestic policies adopted
by the Reagan administration. A second and longer-run factor
underlying state activism is "the modernization movement in state
government," which occurred beginning in the mid sixties. The
phrase refers to reforms adopted by states to increase their
managerial and technical capacity in order to take on new and
expanded functions. In a 1985 report, the U.S. Advisory
Commission on Intergovernmental Relations concluded that "state
governments have been transformed in almost every facet of their
structure and operations." A third factor was the effects of the
Supreme Court decision in Baker v. Carr (1962). This decision
reduced the rural-urban political imbalance of state legislatures and
increased gencral public support for an increased role for state
governments. A fourth and related factor was "the end of southern
exceptionalism." Martha Derthick believes that the civil rights
revolution and integration in the South created a situation in which
"the case for the states can at last begin to be discussed on its
merits."

Finally, the strong recovery of the U.S. economy from the
1981-1982 recession contributed to the resurgence of the states in
the 1980s.  This factor interacted in an important way with
Reagan's devolutionary policies to highlight the state role.
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Typically, state governments overreact to national recessions,
battening down their fiscal hatches by cutting spending and raising
taxes to balance their budgets. The strong recovery from the
1981-1982 recession beginning late in 1982 meant that state coffers
were filling up just as Reagan's federal aid retrenchment policies
were beginning to be felt. This high volatility of state finances put
state governments in a position after 1982 to spend more and do
more in those functional areas in which the federal government
under Reagan was pulling back or signaling its intention to do so.

The coming together of these trends produced a resurgence of the
state role in American federalism. We found evidence of this
change in the response to Reagan's domestic budget cuts, his
creation of new block grants, and other changes in federal
grant-in-aid programs. Data from the U.S. Bureau of the Census
show in the aggregate that state governments increased their role
during the Reagan years. From 1983 to 1986, as the Reagan
retrenchment and federalism policies took effect, state aid to
localities increased by an average of 5.6 percent a year in real terms,
that is, adjusted for inflation. Total state spending rose by nearly
the same percentage. Prior to that, from the mid-1970s to 1983,
both state aid to localities and total state spending had been level in
real terms.  Considerable variation does exist, however, in all of
these program areas reflecting U.S. Supreme Court Justice Louis
Brandeis's famous characterization in 1931 of state governments as
laboratories that can "try novel social and economic experiments
without risk to the rest of the country."

There are no ready calipers for measuring the activism of
individual states. Studies by political scientists Jack L. Walker and
Virginia Gray indicate that over time it has been the larger, older,
and ideologically most liberal or progovernment states that have
tended to be most innovative. Our research suggested a broader
distribution of state innovation in response to Reagan's domestic
policy and devolutionary initiatives. Southern and western states,
and those that are changing ideologically toward a more liberal
stance on the role of government, also enhanced the role of state
government in the eighties.

What Next?

Readers who have gotten this far are sure to expect that the
question I want to consider next is whether this cyclical pattern will
be sustained in a period (somewhat surprisingly to many observers)
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of much stronger national conservative senuiment and-action-thaa———
the Reagan-Bush years. Many of the critics of the New(t)
Federalism predict dire consequences for social policy.  The
reigning shorthand for this is "the race to the bottom," referring to
the idea that the states will compete to lower benefits, keep out the
poor, and thus shore up their economy in the competition among the
states for low taxes and new business. Insiders cite the fact that the
Engler-Thompson-Edgar-Gingrich team, by insisting on dropping
the requirement for state maintenance of effort, as well as the
capping, cutting, and the string-loosening of entitlement-type
grants, have set the table for spreading their conservative
budget-cutting formula from Washington to states and localities.
I must say that intuitively this is a pretty convincing interpretation
that knocks the socks off my cyclicality theory of American
federalism.

This is one surmise. But there is another possibility. It is that
some states will buck the trend. They will find genuinely new and
more politically supportable ways to help needy people, especially
children and families, by merging funding streams. (Real life is not
divided up like federal aid categories.) I am not predicting this, but
I am very curious about whether it will happen. Linkages between
health managed care systems and family and job-finding services
are going to be easier to make under the New(t) Federalism.
Maybe (just maybe) the hardening of the categories in Washington
and the madness of mandates are the big barriers to progress in
providing human services that conscrvatives have been telling us is
so for generations. There is another reason why the cyclicality
theory might hold up that involves an actor on the federalism stage,
an actor that has played a leading role for a long time. I refer to the
courts. The courts - federal and state - could step into the new void
of standard sctting for social action in a way that would force the
states to spend more than they might otherwise choose or want to
spend under the new block grants. Martha Derthick has argued for
years that the courts are calling the shots in American federalism.

So pay your money and take your choice. How will the states
respond to the great experiment in federalism of 19957 The
question of course has more parts to it than that involving the
magnitude of state and local spending. What policies will be
adopted to put welfare mothers to work, curb out-of-wedlock births,
prevent family break ups, save children, increase the efficiency of
health and other service systems? How well will these policies be
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vary among the states? Which groups will win? Which will lose?

What will providers (profit and non-profit) do to maintain their
programs and mobilize their constituencies? What effects will the
new policies have on the fabric of community life, the schools, the
constant tension between citics and suburbs, the politics of state and
local governments?

I submit a paper by my colleague, Steven Gold, which provides
a useful recent history of block granting,

Summing up, [ regard this paper as adjustable - a work in
process and a mechanism of canvassing for ideas and reactions
from other experts about the way we should study and fashion
hypotheses about the effects of the new experiment for American
federalism on which we appear about to embark.

% % %k
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The ABCs of Block Grants
Steven D. Gold
HIGHLIGHTS

The result of creating block grants depends in part on which programs
they replace, whether they were entitlement or non-entitlement programs,
and whether they were growing rapidly or not.  While block grants may
result in increased flexibility that makes programs more efficient, they also
are less responsive to changes in the need for programs, for example,
during arecession. Block grants stimulate state spending less than open-
ended matching grants.

Block grants are in fashion in Washington these days, and they are likely
to play a major role in Republican efforts to revamp the federal system.
What are the implications for state governments? Are they a good thing,
as some governors have maintained, or do they portend serious problems,
as others charge? ~ Two issues must be separated. First, what is the
appropriate federal role in addressing a national problem? How much
federal money, if any, should be spent on programs in a particular area?
Second, if there is a role for the federal government, should it provide a
block grant or use some other approach, such as a a categorical grant or a
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federally-administered program? A block grant is simply a tool for
furthering a federal objective and should be compared with other available
tools.

WHAT IS A BLOCK GRANT?
Block grants have five characteristics that distinguish them from most
other grants, which are referred to as categorical grants:

~They are broader in scope and offer greater state discretion than
categorical programs.

~They allocate funds based on a statutory formula based on statistical
factors like population and income rather than in the form of individual
grants for particular projects.

~The amount of federal spending is limited in advance. (This is also
true for some but not all categorical grants.)

~They do not require states to provide their own funds as a match for
the federal aid. (Many categorical grants do require states to match federal
outlays.)

~They are successors to existing programs, which may be cither grants
or federally-operated programs.

The last characteristic implies that block grants cannot be analyzed by
themselves. They have to be considered in comparison with the programs
they replace, which may be either categorical grants or direct federal
spending.

HISTORY OF BLOCK GRANTS

Although most block grant proposals have been advocated by
Republicans, the first one was enacted under a Democrat, President
Lyndon B. Johnson. It was an anti-crime program that distributed funds
according to population and required states to pass through 75% of
operating funds to localities.

President Nixon was the first president to make block grants a major
initiative. While Congress rejected most of his proposals, two new block
grants were created, one for manpower training and the other for
community development.

In 1981, President Reagan proposed numerous new block grants, and
Congress enacted nine, consolidating more than 50 categorical programs.
The 1982 appropriations for these grants were $7.3 billion, which
represented a 12% cut from the previous year. The largest of the new
block grants was for social services, which absorbed a 25% reduction.
The Social Services Block Grant did not consolidate programs. Rather, it
converted one existing categorical grant into a block grant.

The fate of these Reagan block grants differed considerably in later
years. Most of them did not keep up with inflation. Only two of the nine
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had real spending increases between 1983 and 1993, while six fell 17%
or more in real dollars.

Several more block grants have been created since 1981, for child
carc and development, job training, transit capital and operating
assistance, and surface transportation. There are now 15 block grants with
funding of $32 billion. They represent a relatively small share of total
federal aid to states, which was $206 billion in 593 programs in fiscal year
1993. More than half of all block grant funds, $17.5 billion, are in the
surface transportation block grant.

1995-STYLE BLOCK GRANTS

At least eight blocks grants are being discussed currently, dealmg with
the following areas:

~Welfare cash benefits

~Child welfare (e.g., foster care) and child abuse

~Food and nutrition

~Housing

~IHealth (including Medicaid)

~Child care

~[imployment and training

~Social services

The last three of these eight block grants represent modifications of
existing block grants rather than completely new ones. While some of the
1995-style block grants are similar to their predecessors, others forge into
new ground in that they cover programs that are currently entitlements
(Aid to Families with Dependent Children, food stamps, and Medicaid).
Fxpenditures for each of these programs are sensitive to national economic
conditions, automatically growing rapidly during recessions as
uncmployment rises and the income of many people decreases.

COMPARED TO WHAT?

The result of creating block grants depends in part on what they
replace, whether it is an entitlement or a non-entitlement program, and
whether it is a federally-administered program (e.g., food stamps), an
open-ended matching grant (e.g., Medicaid, AFDC, and foster care), or a
capped matching grant. There is an important distinction between a block
grant and a matching program from the point of view of how it affects the
incentive for states to spend their own money. With a matching grant,
states usually receive at least $1 of federal aid for each dollar they spend
themselves. This provides a strong incentive for states to spend, since it
is as though the price of spending has been cut. With a 1:1 match, it costs
states only 50 cents to spend a dollar. With a 3:1 match, it costs them just
25 cents to spend a dollar.

By contrast, with a block grant, there is no price effect. If a state

- ._‘,37 36



O

ERIC

Aruitoxt provided by Eic:
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receives. So block grants do not stimulate state spending nearly as much
as matching grants do. This distinction is much weaker if the federal
allocation for the matching grant is capped. In that case, if a state is
already receiving as much as the federal government will match, there is
little difference between a matching and a block grant. When there is no
cap on federal spending, the grant is called open-ended.

OVERVIEW OF EFFECTS

Analyzing the creation of new block grants is complicated for several
reasons: (1) Creation of new block grants has numerous effects, some
definitely desirable and others equivocal. (2) The effect of creating a
block grant depends on the nature of the programs that go into it--whether
they are numerous or single, whether they are programs that have been
fully financed by the federal government, open-ended categorical matching
granl programs, or other kinds of grants. (3) Block grants differ
considerably in terms of how many restrictions they impose on state use of
the funds and whether they allow for inflation and growth of needs over
time.

In evaluating block grants, one also has to consider how they are
designed. Do they eliminate many restrictions on use of funds? In theory,
they should, but some block grants still contain many restrictions. Also,
how much is funding reduced initially? Is adequate provision made for
inflation and the growth of the population needing the services affected?

Pro-block grant arguments
An Urban Institute study of block grants noted three common
arguments for them:

1. Grant programs can be administered better by both federal
agencies and recipient governments if narrow categorical restrictions are
removed. (This benefit of increased flexibility is discussed in the next
section.)

2. Categorical grants have the potential to be "the porkiest of the
pork" in that they provide specifically identifiable program benefits to
specific and narrowly drawn constituencies for which individual
congressmen can take credit.

3. Block grants are a means of controlling expenditures, either
slowing their growth or actually reducing them.

While the second argument may have been important in the past, it
docs not seem particularly relevant to the 1995 debate. The first and third
arguments are the principal ones that have to be weighed in the present
context.
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A CATALOGUE OF EFFECTS OF BLOCK GRANTS (IN NO PARTICULAR
ORDER)

1. Flexibility. Consolidation of programs may be beneficial in several
ways. (a) Grants are often distributed to all states, even though the
programs are not equally high priorities in various states. Consolidation
allows states to shift funds among programs in accordance with local
priorities. (b) There is less paperwork for both the federal government
and state governments. (c) If there are fewer restrictions on how services
are provided, this may increase efficiency and innovation.

The flexability benefits are greater if many programs are consolidated
rather than if only a single program is in the block grant (e.g., Mcdicaid)
or if the program was formerly federally administered (e.g., Food Stamps).
Also, many of the benefits of removing restrictions and reducing
paperwork can be obtained without converting to a block grant framework.

The 1981 block grants did substantially reduce paperwork in the
states. While there is little documentation of the magnitude of how much
money was saved, all 19 states analyzed by the Urban Institute
"characterized it as small relative to initial federal funding reductions.”
This contradicted suggestions by top officials of the Reagan administration
that efficiencies might have been as large as 25%. David Stockman, for
example, suggested that despite aid cutbacks "... services delivered need
not be diminished because massive reductions in Federal administrative
requirements also are being made."

2. Effect on the federal budget. Block grants reduce federal spending
immediately and over time. They reduce it immediately if they are smaller
than the predecessor programs (as most of the current proposals call for).
They reduce it over time because they cap future growth. Block grants
also allow savings in federal bureaucratic costs, although this is a small
issue for programs with big budgets.

3. Effect on recipient spending. As discussed above, block grants
stimulate state spending less than open-ended matching grants.

4. Effect on state budgets. States will receive less aid, in a mirror
image of the effect on the federal budget (point 2). This is somewhat offset
by increased flexibility (point 1). If the reduction in federal spending is
large, it is certain to be much more significant than the gains from
enhanced flexibility.

If federal aid is sharply reduced, there will be important repercussions
on nearly all major parts of state budgets. Even programs like elementary-
secondary education, which receive relatively little federal aid, will be
adversely affected by cutbacks affecting health and social services because
all programs will have to compete for a smaller pool of resources.

One of the principal motivations for adopting block grants is to make
large federal spending reductions more palatable. Such reductions will
help to reduce the federal deficit, but they may add considerably to fiscal
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stress at the state and local levels.

The initial effects on state budgets will grow substantially over time,
particularly when a recession occurs. During a recession, the number of
people needing programs like Medicaid and welfare benefits increases
sharply. Under many current programs, this automatically results in a
large increase in federal aid because aid is open-ended (or, in the case of
food stamps, because the federal government pays for all benefits). If
these programs are converted into block grants, states will be responsible
for dealing with the increased caseloads themselves. States could use up
all of the federal grant before the end of the fiscal year, requiring them
either to provide supplemental funding from their own revenue or else to
curtail the program.

5. Effect on meeting social needs. There will be fewer dollars,
although in some cases they may be used more effectively. Once again, the
seriousness of the shortfall in meeting needs depends on the magnitude of
the federal spending reduction. If it is large, it will swamp administrative
savings.

Will states use their own resources to offset federal cutbacks? There
are two issues. First, states have less incentive to spend if a matching
grant is converted to a block grant. Second, states are unlikely to raise
their own taxes much to offset federal cutbacks. Moreover, revenue from
the existing tax structure of most states will not grow enough to enable
states to make up for large federal aid reductions.

6. Redistribution of federal funds. If block grants are created, they
may be distributed among states differently from existing programs.
Federal aid now often depends in part on how much states spend of their
own resources. States that have historically exerted relatively high effort
to provide services could lose significantly more than other states.

CONCLUSION

The changes in federal policy being proposed now in Washington are
far more sweeping than those adopted in 1981. Federal budget cutting
then petered out after one year. What is occurring now is much more
significant, not only because of the magnitude of the cuts being proposed
but also because programs like Medicaid and AFDC are much more
important to state governments and citizens. Also, in the mid-1980s the
country enjoyed strong economic growth, enabling states to expand their
programs without having to increase taxes.

Increased flexibility is only one of the important effects of block
grants. Some proponents dwell solely on it, overlooking other effects,
such as whether the block grant will help or hinder government's ability to
provide needed services.

Several important questions ought to be considered in determining
whether block grants accompanied by large federal spending reductions
are appropriate:

1. Are the existing programs working well (i.e., do they satisfy the
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need they were intended to address)? If they do, the case for devolving
responsibility to the states is weaker. The food program for Women,
Infants and Children (WIC) is a good example of a federal program that is
very eflective in preventing the occurrence of low birth weight babies and
other health problems, although 1t is slated to be folded into a block grant.

2. Is primary responsibility for the programs appropriately assigned
to the federal government or to states? The federal government is better
suited to providing the bulk of financing for programs where spending
tends to soar during recessions. In addition, a strong argument can be
made that the federal government should play a prominent role in funding
poverty-related programs for three reasons: poor states have less fiscal
capacity, uniformity of benefits reduces the incentive to migrate from low-
to high-benefit states, and the entire society is concerned about alleviating
poverty.

3. To what extent can increased flexibility be achieved simply by
reducing federal program requirements, without adopting a block grant?
In many cases, creation of a block grant form is unnecessary to enhance
flexibility.

The most important issue facing Congress this year is not whether to
rely more on block grants. Rather, it is how the country should provide the
services that citizens expect government to deliver while reducing the
federal budget deficit. If the federal government sharply reduces spending,
the block grant approach may make the spending cuts somewhat less
damaging. But the benefits of block grants will not necessarily make the
reductions a wise policy if needed services are reduced.
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GUIDING PRINCIPLES FOR NATIONAL EMPLOYMENT
AND TRAINING REFORM
by
Andrew Sum and Paul Harrington

Introduction

Debates over the appropriate mission, structure, and content of
national employment and training programs have been quite spirited
over the past few decades. At the current time, the U.S. Congress
is considering a number of bills that would radically overhaul the
cxisting array of employment and training programs, consolidate
funding into a limited number of block grants, and revamp the
current governance structure. Given the significance of these
national policy debates, it would seem highly desirable to develop
a set of guiding principles for future employment and training
policy reform and then compare the key features of proposed bills
against these guiding principles.

Two leading legislative contenders for reforming the nation’s
employment and training system are the Workforce Development
Act of 1995 sponsored by Senator Nancy Kassebaum of Kansas
and the CAREERS Act of 1995 co-sponsored by Representatives
William Goodling (R-PA), Steve Gunderson (R-WI), Randy
Cunningham (R-CA) and Howard McKeon (R-CA). This latter bill
will be referred to as the Goodling or the McKeon-Goodling bill
throughout this paper. This paper will present a series of views on
key guiding principles for the mission statements of employment
and training legislation, their goals and objectives, funding
mechanisms, participant targetting provisions, governance
structures, program and agency coordination, allocation formulas,
and performance measures and standards. For each set of
principles, the key proposed elements of existing reform legislation
will be described and assessed. Recommendations for revising the
content of existing bills to enable them to better meet these
underlying principles will be provided.

The Mission of the Nation’s Employment and Training System

Proposed legislation to reform the nation's existing employment
and training system initially should be assessed on the extent to
which it defines a clear mission for the future employment and
training system, provides for programs and activities that will
plausibly assist in the achievement of the established goals for the
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system, and targets monies to areas and to population subgroups in
a manner that will increase opportunities for achieving the pre-
determined mission of the employment and training system. The
mission statement also should be based on a realistic appraisal of
existing labor market problems in the nation and a clear
identification of which problems will be assigned a priority in the
proposed legislation.

While one may express dissatisfaction with some of the
accomplishments of past MDTA, CETA, JTPA and JOBS
programs, there was at least a reasonably clear mission statement
that defined the goals of the above legislation, the target groups to
be served, and the general performance standards (increases in
employment and carnings of program participants) for assessing
program accomplishments. Both of the main contenders (the
Workforce Development Act of 1995 and the CAREERS Act of
1995) to replace the existing set of employment and training
programs appear to fall somewhat short of these guiding principles

regarding a well defined mission statement that can lend itself to

rigorous evaluation.

First, the Kassebaum Workforce Development bill begins by
stating its primary objective as that of "consolidating” existing
programs and creating a new "process” for funding such programs.
The mission of the legislation as outlined in Section 2 Purposes
cites two basic economic goals: that of making the U.S. more
competitive in the world economy by investing in its people and
promoting "the economic development of states.” Neither of these
objectives arc likely to be achieved by the proposed set of
programs, and there simply are no available evaluation models that
could assess the impacts of job training/literacy/labor exchange
programs on international competition or the rate of growth of a
state's economy.

The international competitiveness of the U.S. economy in the
futurc will be heavily influenced by world economic growth, the
exchange rate of the dollar, U.S. trade agreements with key trading
partners, the tastes of American consumers, the investment
decisions of domestic producers, and product quality in the U.S.
The rate of growth of labor productivity in the U.S. also will matter,
however, the employment and training programs envisaged under
the Workforce Development Act likely will have no significant
impact on labor productivity in key export oriented industries or in
domestic industries competing with foreign importers. The
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overwhelming majority of participants in these programs will not
find employment in export-oriented industries and those that do will
comprise such a small share of employment that their potential
impacts on the industrics' productivity levels will be so negligible
that a zcro overall impact on the competitiveness of the nation
should be expected.

Similar, though less critical, comments apply to the state
economic development goals. We strongly concur with the view
that a well educated, literate, and productive labor force can play a
role in promoting state economic development. Many high
productivity industries do depend on a well educated and literate
labor force. Yet, the numbers of individuals who will be educated
and trained under the proposed employment and training systems
are likely to be too small to significantly affect a state's gross output
or cmployment growth rate. The technical ability to reliably
measure the impact of micro-level employment and training
programs on a statc's macroeconomic performance is simply not
present. The available literature on state economic development
promotion programs reveals just how little we know about the
effects of a wide array of past development initiatives at the state
and local level, including loans, tax incentives, public infrastructure
investments, and research and development grants and tax credits.

The entire "Section 2" of the Workforce Development Act
should be revised to provide a listing of goals that the programs
rcalistically might be able to achieve and the reasons why these
goals deserve a priority in the current economic environment.
Ideally these goals should be closely tied to an analysis of what our
current and likely future labor market problems will be and which
of these problems should be combatted with available employment
and training resources. If we want to measure what we accomplish,
the goals statement might be better focused on what we expect to
accomplish for individual participants in these programs rather than
what we want to achieve for the economic competitiveness of the
nation or for individual states.

We can realistically hope to measure program outcomes and
impacts for individuals, but not for state or national economies. We
would propose the following as a statement of goals for the
proposed initiatives under both the Kassebaum and Goodling bills:

Youth Workforce Development. Programs funded under this act
are designed to strengthen the ability of non-college bound youth
(those not going on to four year colleges and universities) to
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successfully make a transition to the labor market in the early
years following high school graduation. Successful transitions
include access to full-time jobs, jobs providing formal training
‘opportunities including apprenticeship or community college
training programs, and access to higher skilled and higher wage
positions. For out of school youth, the programs are designed to
bolster the literacy proficiencies of participants, their high
school graduation rates and GED attainment rates, and improve
their employment and annual earnings. Participants will be less
dependent on public assistance and other cash transfers to
support themselves.
Adult Training. Programs funded under this section are designed
to improve the post-program employability, wages, and annual
earnings of participants and reduce their dependence on cash
income transfers and other forms of in-kind assistance.
Dislocated Workers/One Stop Centers. Programs funded under
this section will assist dislocated workers in obtaining re-
employment, reduce the length of time spent jobless, and reduce
the earnings losses associated with displacement from their prior
jobs.
Labor Exchange Functions/One Stop Centers for the Non-
Dislocated. Programs funded under this section will assist
applicants in making more informed career choiccs, improve
their job finding rates, and increase their access to training and
jobs in accord with their current skills so as to boost future
carnings and employability.

The existing mission statements of both bills are far too
grandiose and not amenable to serious evaluation. Employment and
training programs should aim to improve the labor market and
earnings prospects of individual participants not achieve
macroeconomic goals. Common sense, basic sound economic
analysis, and a desire for economic justice should be the basis for
national employment and training policy. As Father Edward S.
Boyle of the Boston Labor Guild recently noted in the Regional
Review of the Boston Federal Reserve Bank, "Wedding moral and
economic thinking is complex and subtle, but also essential. We are
free and responsible moral agents, not tied inextricably to objective
cconomic laws."
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Key National Labor Market and Earnings Problems

In the preceding section, we argued that employment and
training legislation should be based on a careful assessment of
existing and projected labor market and earnings problems in the
nation and contain a mission statement that delineates the goals and
objectives of the programs in terms of expected outcomes for
participants and their families. Macro level impacts (increased
competitiveness, higher economic growth) either cannot be
rigorously and reliably quantified or simply will be imperceptible,
i.c.,. an expected impact close to zero. Having said this, what are
the major national labor market and earnings problems in the U.S.
today and likely to remain so over the remainder of this decade?

We would list the following four to five problems as truly
national in scope and likely to remain as serious economic and
social problems in the absence of a concerted national/state/local
response to these human resource problems.

- The steep decline in the real weekly and annual earnings of
young adults with no post secondary schooling, i.e., the nation’s so-
called “Forgotten Half”

‘The sustained increase in wage and earnings inequality among
employed men and somewhat less among women. These growing
carnings gaps are associated with schooling, literacy, and
occupational differences among men and women. Human capital
clearly matters more today than in carlier decades.

- The high levels of public assistance dependency, including
Supplemental Security Income for the Disabled as well as AFDC.
The SSI disability program has expericnced explosive growth in the
past 5 years and now has more cases than the AFDC system. Its
growth is out of control, and most of the new recipients are the
underemployed and the underclass. . A serious financial crisis is
brewing here that will make AFDC seem to be a minor problem in
the years ahead. In fact, some states are trying to shift AFDC
recipients and their children onto the SSI cascloads to reduce state
budgetary costs.

Continued high levels of worker dislocation, with
accompanying joblessness, labor force withdrawals, and steep
earnings losses for many prime aged and older workers without a
collcge education.

‘The continued declines in the labor force participation rates of
men 45-62, especially males with no post-secondary schooling.
This problem is partly related to the dislocated worker problems
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above which have encouraged early retirements and forced labor
force withdrawals among older men with few re-employment
prospects.

A few remarks on each of the above problems and their
implications for the reform of the nation’s employment and training
system are presented below together with a brief discussion of the
need for the design of new strategies to combat these problems.

First, the labor market problems of the youngest members (under
25 years old) of the Forgotten Half have remained quite severe
through 1994. While the employment rates of young adults remain
cyclically sensitive and do improve during periods of strong
economic growth, the real weekly earnings of full-time employed
men and women (under 25) have continued to decline and remain
well below their levels in 1973. Among employed men with no
post-secondary schooling, the steep declines in real weekly earnings
have been accompanied by comparable, if not more severe, declines
in their real annual eamnings since year-round, full-time jobs became
somewhat scarcer. These carnings problems are quite substantial
among Whites as well as Blacks and Hispanics. Among young
women, more weeks and hours of employment during the year have
offset part of the declines in their real weekly earnings.

There is a clear need for a substantive Youth Work Force
Development Program in all states, with an emphasis on serving
those youth who are not expected to attend four year colleges and
universities. A youth program should not be income-conditioned;
however, it should not be a universal program either. Funds
provided to states should be used overwhelmingly for the Forgotten
Half, not for the college bound. Substate allocations should reflect
this priority. School districts with above average dropout problems
and below average college attendance among graduates should be
targetted for services under this program. In an era of diminished
resources, college bound youth are far less in need of school-to-
work services, and there is no evidence that their work experiences
in high school have any impact on their earnings as young adults.
Just the opposite is true for those high school graduates who do not
go on to complete at least one year of college. Chris Ruhm
(University of North Carolina - Greensboro) recently has found that
high school employment experiences for the non-college bound
have significant earnings impacts seven to nine years following high
school graduation.

A separate employment and training system for out-of-school
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youth, however, presents important coordination problems.. Past
experiences of programs for out-of-school youth under JTPA,
Jobstart, Project New Chance, and thc GAIN programs in
California (adults and youth) have shown that providing educational
and literacy training services not closely tied to job training and job
placement have little to no employment or earnings impacts on
participants. National studies of the effects of the GED credential
on the earnings of young men also show little to no earnings effects.
Findings for women are slightly more positive.

Out-of-school youth need access to training and jobs as well as
increased cducational credentials. How can we build such an
integrated system under the youth Workforce Development
programs?  Should the legislation call for integrated and
comprehensive services for out-of-school youth or simply just allow
them to be funded under the act? More integrated services for out-
of-school youth will require longer program stays and higher costs
per participant. How can we encourage governors to fund such
programs while simultancously requiring them to provide evidence
that they do yield more favorable employment and eamings
outcomes? As we tried to show in our recent monograph From
Dreams to Dust, a restoration of the lifetime eamings streams that
male high school dropouts and graduates would have been expected
to receive in the early 1970s will require investment outlays of
$80,000 to $100,00 per participant, assuming that a 10% rate of
return could be achieved on such investments. Our estimates are
very close to those earlier cited by James Heckman of the University
of Chicago. We do not anticipate anything like such levels of
investment in out-of-school youth, and past program evaluations
have revealed the difficulties of achieving favorable earnings
impacts for disadvantaged youth. Yet policymakers must recognize
that overcoming the steep eamings declines of these adults will
require intensive investments in their training and education over
their worklives.

The growing problems of wage and earnings inequality among
men in the United States (somewhat less severe among women)
should be a national priority for the workforce development system.
Solutions to this problem will likely be considerably more complex
since the wage structure is governed by a multiplicity of forces
going beyond the human capital deficits of low wage carners. The
key challenge is reforming the wage structure of the nation’s
cxpanding retail trade and service industries so that workers with
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limited schooling can ultimately earn higher wages. The
overwhelming majority of the nation’s low wage workers are
employed in these industries. Can employment and training
simultaneously boost the human capital characteristics of workers
in these sectors and restructure work so that future employees are
more productive and “can earn” the higher wages and benefits we
wish for them. This employment and training strategy goes beyond
changing the characteristics of workers (the dominant employment
and training strategy employed in the past) to changing the
characteristics of jobs so that more jobs can become “good jobs”.
Can we create more “good jobs™ without having these job then go
to the best educated workers in the nation. Jobs in a number of the
nation’s retail trade, health, banking, and insurance industries have
been restructured but then were allocated to college educated
workers. From an employment and training reform standpoint, this
strategy will require giving Governors and local workforce
development boards the ability to fund occupational upgrading and

job restructuring efforts within private sector firms, program
activities that were basically prohibited since the CETA days of the

late 1970s. We clearly need greater experimentation with such job
restructuring efforts. The 50 percent flex fund under the
Kassebaum bill would allow such activities but boldness by state
and local officials in experimenting with such efforts will be
essential.

- The proposed Workforce Development Act would eliminate
the existing JOBS programs for AFDC recipients and consolidate
funding of these programs into the block grant. While states would
be required to identify planned levels of service to five target groups
including AFDC recipients, there is no specific requirement that
they be served under the adult training/one stop programs . Pending
welfarc reform legislation will clearly impact the need for states to
provide employment and training services to welfare recipients to
reduce caseloads in the future, given the fiscal limits that will be
placed on a state’s future funding from the federal government. The
elimination of AFDC as an entitlement program at the federal level
will place a number of states in a serious fiscal bind particularly in
times of economic recession when the applications for assistance
will rise as federal funds are fixed. AFDC caseloads in many states
can be expected to rise in the near future as greater numbers of
teens and young adults will be present in their populations of most
states and out-of-wedlock childbearing rates will remain quite high.
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Ten-years-of state-experimentation with alternative strategies for

AFDC recipients reveal how difficult it is to raise the employability
and earnings of these individuals to any considerable degree with
limited interventions. In fact, gains in the earnings of participants
are ofien offset dollar for dollar by reductions in AFDC benefits and
food stamps. We do not expect future employment and training
programs to fare much better in this regard. We could use more
experimentation with longer-term, employer-oriented (OJT)
investments in AFDC recipients, but there appears to be little
willingness on the part of most states to do so. Even the current
Canadian experiments with substantial wage subsidies for public
assistance recipients seem to indicate that only moderate though far
from negligible welfare reductions can be expected to occur with
relatively large employee wage subsidies.

A serious and rapidly growing public assistance problem ignored
by past employment and training programs and all of the current
reform legislation is that involving the nation’s SSI disability
program. Over the past 6 years, the number of persons receiving
federally administered payments under the SSI disability program
has grown from 2.9 million in December 1988 to 4.8 million in
February 1995, a rise of 1.9 million or 65% over this time period.
While the number of children on SSI disability has been growing
rapidly in response to a 1990 Supreme Court ruling allowing their
casier eligibility for payments under this program, they still account
for only one-fifth of the number of SSI recipients. The typical SSI
recipient is in his/her 30’s or early 40°s, and young males have been
accounting for a rising share of the caseload. Since SSI is almost all
federally financed (some states supplement the basic SSI grant),
there has been an incentive to shift general relief and AFDC cases
onto the federal SSI disability program. This “hidden welfare crisis™
cannot long be ignored since the costs arc growing exponentially
and recently have been projected by the Clinton administration to
substantially exceed federal AFDC payments over the remainder of
this decade. All SSI recipients are automatically eligible for food
stamps and Medicaid and incur extraordinarily large Medicaid costs
($7,000 per year). What role is there for employment and training
programs to provide a labor market solution to this growing crisis
in SSI? All existing reform bills are silent on this issue but should
not remain so. Identifying SSI recipients as a target group for
services would seem a desirable first step, particularly given the
earlier legislative initiatives on behalf of the disabled.
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Worker Dislocation Problems and Programs

The labor market problems associated with worker dislocation
have remained substantial over the past 15 years and have had
particularly adverse consequences for the older dislocated, i.e.,
those 50 and older. During the first few years of the 1990s, the
BLS dislocated worker surveys revealed that nearly 3 million
workers per vear lost their jobs as a result of a plant shutdown,
relocation, major reduction in force, or a corporate downsizing,
Approximately one-third of these workers remained without a job
at the time of the February 1994 dislocated worker survey, and
many of the re-employed, particularly those with no post-secondary
schooling, suffered large earnings losses (20% or more decline in
real weckly earnings). The re-employment problems of older
dislocated workers (50+) remain particularly severe, with nearly
half of them either unemployed or withdrawn from the labor force
at the time of the survey. The trend toward earlier and earlier
retirements, both voluntary and economic-related, among males is
a development that the nation can ill afford particularly as the
original baby boomers begin to enter their 50’s in large numbers
beginning in 1996.

Under both bills, states would be mandated to provide
dislocated worker services as part of the one stop centers. However,
the relative priority of such services would be detcrmined by the
governors or local workforce investment boards. In our view,
dislocated workers should be viewed as a priority group for services
by the one stop centers; however, a major challenge will be that of
determining an optimal mix of services for dislocated workers. Past
impact evaluations of job search training and job development
services (Minnesota, New Jersey, Texas) have found them to yield
moderate benefits to participants that seem to outweigh all costs;
however, the evidence on the effects of occupational training efforts
is far less favorable. The Texas and New Jersey evaluations
revealed no significant earnings impacts from classroom training.
Past studies of training under the Trade Adjustment Act also
revealed very little positive findings. How can we encourage
Governors to invest training dollars more fully in dislocated
workers yet make sure that future programs are carefully evaluated?
We simply do not yet know how to run proven cost effective
training interventions for dislocated workers. Further
experimentation with both longer-term classroom training and on-
the-job training for dislocated workers is clearly warranted since the
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problems of dislocation will not likely be substantiatty reduced-over
the next decade and maintaining displaced workers’ real earnings
should be given a priority.

While funding for most adult training/placement programs/one
stop centers should be based on a funding formula that will lend
stability to the workforce development system, funding for
dislocated worker programs should be based in part on the level and
relative size of worker dislocation in a state and a local area. There
arc two complementary funding approaches that could meet these
needs without creating a destabilizing funding formula, such as one
based on cxcess unemployment or long-term unemployment. The
legislation then could create a national set aside pool of monies for
the Secretary of Labor to distribute to states based on actual plant
shutdown/mass layoff experiences during a year. Only certain
states would receive these monies on a yearly basis, based on
documented layoff experiences. Governors, in turn, could be asked
to provide their own set aside monies for dislocated worker
programs for communities adversely affected by plant closings and
mass layoffs. Both the national and state governments would, thus,
be seen as responsive to the unique employment and training needs
of communities adversely affected by cconomic shocks in the future.

Funding Mechanisms and Participant Targeting Provisions
The funding levels and mechanisms included in most legislation
represent a concrete statement of the actual goals and priorities of
the legislative bodies. Unlike the preambles or statements of
purpose that are generally included in a legislative bill, the priorities
established in the funding sections of legislation are backed by real
financial resources. Thus, in a very direct way, the funding
mechanism really sorts out the goals and objectives of the
legislation by reflecting the relative priority of each activity to be
funded. In the employment and training arena, the funding
mechanisms employed in a bill would ideally reflect the goals and
objectives of the legislation itself. In previous employment and
training legislation, funding priorities and processes have largely
focused upon serving specific elements of the population who have
experienced an above average incidence of labor market or income
inadequacy problems. Prior employment and training funding
mechanisms have, thus, allocated resources to specific program
arcas that were intended to serve individuals that experienced a
particular type of labor market problem. For example, separate
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categorical programs were designed to provide specific types of
services to target populations, such as dislocated workers,
unemployed out-of-school youth, and the poor and economically
disadvantaged. Moreover, the legislation generally included some
type of means testing to insure that the priority of service to low
income populations was a key element of the program.

The two major employment and training proposals before the
Congress today represent extraordinary departures from the past
federal funding priorities for employment and training legislation.
In particular, the 1995 Workforce Development Act offered by
Senator Nancy Kassebaum stands in sharp contrast to prior national
employment and training legislation in terms of both funding
priorities and funding mechanisms. The Kassebaum bill, in large
mcasure, eliminates the federal role in determining funding
priorities by utilizing a funding mechanism that basically calls for
few categorical activities under the Icgislation. The Kassebaum bill
requires only that 25 percent of the funds received by a state be
assigned to education efforts provided through state and local
education agencies and that 25 percent of the funds be spent on
employment and training services including labor exchange
functions as well as occupational and employment related training
and support service activities. The bill does require that this set of
services be delivered through a one-stop process. The remaining 50
percent of the funds are to be allocated to a "flexible account” that
the governor is allowed to spend at his or her discretion, either on
education or employment and training programs, for any desired
group of state residents. It would not be unfair to state that the
passage of this bill in its current form would essentially discard the
notion of a national employment and training system. While the
existing set of programs may not resemble a true national system,
the dcdiacated set-asides for target groups do provide some
guidance as to “who” should benefit from available resources.

The McKeon-Goodling legislation, like the Kassebaum bill,
climinates the array of categorical priorities developed through
employment and training legislation over the past 30 years.
However,. this bill establishes four individual block grants,
including youth, adult, vocational rehabilitation, and literacy. Like
the Kassebaum bill, no means test for eligibility exists; thus, the
program is designed to provide essentially universal access but no
cntitlement to services. The youth block grant requires that 40
percent of the funds be spent on in-school youth programs operated
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by local education agencies and another 40 percent of these funds
be used to serve out-of-school youth through local Workforce
Development Boards. The remaining 20 percent of youth funds are
to be retained by the state for incentive grant competition and other
activities. Allocation of youth funds across the states will use a
formula based on the state's youth shares of the total youth
population and the educational attainment of the youth population.

The adult block grant would employ a universal access system
and, like Kassebaum's bill, utilize a one-stop system to provide
labor exchange as well as training and related services. Funds for
this block grant would be distributed among states using a formula
that uses weighted shares of the unemployed and poor populations.
The literacy block grant would allocate funds across states based on
the relative size of the state's population and the state's share of
adults without a high school diploma. While dropouts do fare most
poorly on national literacy tests, many high school graduates also
are characterized by substantial skills deficits and are in need of
remediation to improve their futurc employability.

Both the Kassebaum and the McKeon-Goodling bills represent
a radical change in the role of the federal government in establishing
funding priorities for federally supported human resource
development programs. Essentially, both bills will substantially
reduce the role of the federal government in establishing human
resource program priorities and make the federal government a
passive check writer, with some authority to approve state plans.
Yet, problems such as unemployment, poverty, welfare dependency,
and worker dislocation are problems that are frequently national in
scope and, therefore, deserving of national attention. Both pieces
of legislation, as currently constructed, could fail to guarantee that
significant segments of American adults experiencing labor market
hardship receive services under the act. In fact, quite to the
contrary, Governors will largely determine how these resources are
to be spent and who will receive services under these programs.
Thus, both of these bills represent the abandonment of a "national”
human resource development policy. Allowing Govemors
substantially increased flexibility in the design of future workforce
development programs can be achieved without denying the
Congress and the executive branch a role in the establishment of
national priorities for services and the development of uniform
performance measures for program outcomes in each state.
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Governance

Governance issues have played a key role in most previous
debates on employment and training policy; however, there s little
evidence on whether different governing structures lead to better
performance. The Kassebaum bill proposes once again a radical
restructuring of current governance arrangements at the federal,
state, and local level. This bill would create a new Workforce
Development Partnership that would assume some of the current
employment and training responsibilities from the Assistant
Secretaries of Labor and Education. This partnership, modeled in
part after the recently established School-to-Work Office, an
innovative but untested system, would include private sector
representatives “as well as representatives from the U.S.
Departments of Labor and Education. The partnership would be
responsible for most of the policy, oversight, and technical
assistance functions now undertaken by the U.S. Department of
Labor’s Employment and Training Administration and the U.S.
Department of Education’s Offices of Vocational Adult Education
and the Rehabilitation Services Administration in the Department
of Education). At the federal level, no single Cabinet department
would have sole responsibility for the program. Rather, a Policy
Board with a "functionally integrated staff team” would assume the
remaining federal responsibilities for the program, including three
year planning oversight and labor market information systems
development. The ability of such a board to handle complex
technical issues, such as the nation's LMI system, which is currently
largely under BLS supervision, remains highly suspect.

At the state level, the Kassebaum bill gives wide latitude to the
governors. They only would be required to establish a board
composed of relevant state cabinet members and local elected
officials if they wished to use the monies in the flex account for
economic development. This board would then review and approve
the three year plan developed by the governor. The governor, also
at his discretion, may choose to organize a statewide Workforce
Development Board which would be composed of largely the same
membership as current Private Industry Councils, except that no
requirement would exist for labor representation. The role of
organized labor on the state board is undefined (silently ignored)
under all existing bills. Such boards could also be established at
the local level where they would be granted an important
policymaking role. We believe that local workforce development
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boards should be a critical component of all future reform efforts.
The governor of the state is given extraordinarily wide latitude in
determining the distribution and use of federal human resource
development monies. Clearly this decision is not based on any past
evidence suggesting that governors are in a superior position to
improve past performance. The record under JOBS and JTPA
suggests the opposite. State governance will have to improve
considerably to produce more favorable outcomes for program
participants.

The McKeon-Goodling bill would require governors to designate
substate Workforce Development areas governed by a Workforce
Development Board. Local elected officials with the guidance of
the governor would be authorized to make appointments to these
boards. The substate boards would be required to identify local
needs, develop a workforce plan, establish and oversee a one-stop
carcer center System, oversee adult training, provide services to out-
of-school youth and vocational rehabilitation services, as well as
serve as an advisory board to local education agencies regarding
workforce preparation for youth.

The governance structure offered under both bills reduce, the
fedceral role in program policy, oversight, and priority determination.
The Kassebaum bill would give governors virtually complete
control over program governance. The McKeon-Goodling bill, too,
would give governors substantial control over state programs, but
it also provides a substantial role for local Workforce Development
Boards. In neither instance will federal officials play an important
role. Yet, in the absence of a substantive federal role in governance,
it is hard to envision how a coherent federal manpower policy will
exist. In our view, a governance structure that closely links national
policy with both state and local program implementation is
essential. We believe that a strong policy and oversight role should
exist for the federal government closely linked through funding and
performance review to local program operations. Proposals to
require the Departments of Labor and Education to coordinate their
efforts more systematically than in the past are clearly desirable.
Such a governance structure would help insure that state and local
workforce development boards will engage in a set of activities and
generate outcomes for participants that are in close accord with our
national human resource program priorities.
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Program and Agency Coordination Under the Proposed
Reform Legislation

As efforts to consolidate the diverse array of existing
cmployment and training programs continue and as new workforce
devclopment systems are planned, there are a number of important
interagency and interprogram coordination issues that will have to
be addressed. First, where does the existing unemployment
insurance system fit into this block grant scheme? How will job.
search requirements (rapidly diminishing due to automated mailing
of claims checks) for the insured unemployed be handled by the one
stop centers, particularly if they are not operated by existing Job
Service personnel? How will the current system of “profiling”
unemployment insurance claimants by the Job Service fit into this
system? As individual claimants are identified as being “at risk”
for long-term unemployment, how will they be referred to the one
stop centers for program services? Some system for actively
monitoring the job search behavior of the insured unemployed needs
to be maintained, and a process for identifying and referring
potential long-term Ul claimants for employment and training
services needs to be established.

Where will the current AFDC system (or future welfare system)
fit into workforce development once the JOBS program is
eliminated? Will there be mandatory job referrals to the one stop
centers and mandated participation in education/training activities
or will states be allowed to reduce if not curtail access of AFDC
recipients to the workforce development system? Will states be
allowed to set up their own separate workforce development
systems for future AFDC recipients or will they be mandated to
integrate such programs within the new workforce development
system? This is not a trivial issue since there are still nearly 5
million AFDC cases in the nation, and the numbers are up by one
million since we passed the legislation creating the JOBS program
in 1988. The AFDC rolls, regardless of who administers the new
system, will be under severe demographic pressures in the next five
{o ten years as the number of young, childbearing women continues
to rise and out-of-wedlock childbearing rates increase. Will “AFDC
family heads” be assigned a priority for services under a state’s
workforce development system or will state and local workforce
development boards be allowed complete freedom to choose
whether to provide any level of scrvices to future AFDC recipients?
As noted in our preceding section on labor market and income
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problems in the U.S., the explosive growth of the SST disabili
cascloads must also be addressed by the states. To date, there has
been no concerted set of activities to provide employment and
training scrvices for thosc adults receiving financial benefits under
the SSI disability program. There is a substantial pool of “hidden
uncmployed™ and growing numbers of a “new urban underclass™ in
the ranks of the SSI disability caseload. This “silent welfare crisis”
will soon become a major public policy issue at the state level,
particularly if welfare block grants are enacted with no entitlement
provisions.

The issue of a separate title for adult literacy and education
programs also needs to be addressed. The Workforce Development
Act would provide 25 percent of the monies to the state education
agencics for a variety of education initiatives for high school
students and dropouts. The Goodling/McKeon bill would provide
a separate block grant to the states for such programs. The
scparation of adult literacy and/or youth education programs from
the rest of the workforce development system would likely be a
major policy mistake. The record of past education and literacy
training programs, including adult basic cducation, GED
preparation, Jobstart, GAIN programs in California, JOBS
programs, and youth alternative schools, is that such programs can
achicve important gains in litcracy, academic achievement, GED
attainment, and high school diplomas without improving the labor
market prospects of participants at least in the near term (12 to 48
months following program termination). All youth in-school, youth
out -of -school and adult literacy and cducation programs should be
incorporated into the overall workforce development system at the
state and local level. All applicants for program services other than
immediate job placement or job search training should be carefully
assessed at time of application, including a systcmatic appraisal of
their existing literacy proficiencies, using a version of the NALS
adult literacy assessment or its equivalent. Referrals to
literacy/education programs would occur only after this assessment
has been completed.  Literacy/adult basic education/GED
preparation programs should be seen as part of a structurcd system
of opportunities, a la Robert Taggart’s pyramid of opportunities
structure. Participants have “to learn™ their way to the upper layers
of the pyramid structure; including access to longer-term
occupational and on-the-job training program services.
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Allocation Formulas for the Proposed Block Grants

Any bill designed to consolidate existing employment and
training programs will have to contain provisions specifying how
the appropriated monies will be allocated to states and possibly to
local governing boards. The existing employment and training
programs that are to be consolidated currently use a diverse array of
allocation formulas to distribute monies to states and local areas.

Both the Workforce Development Act of 1995 and the
CAREERS Act of 1995 currently contain provisions related to the
formulas that would be used to allocate monies to the states. The
Workforce Development Act would use a combination of
population, AFDC case load, poverty population and
unemployment to allocate monies to the states. For the adult
training programs under the CAREERS Act, the Goodling bill
suggests the use of an allocation formula based on unemployment
criteria (2/3) and economically disadvantaged criteria (1/3). For the
youth workforce development programs, an allocation formula
based on the number of school-aged residents in the state (15-24)
and possibly additional criteria reflecting the number of
economically disadvantaged and unemployed in the state are cited
in the bill. Somewhat different allocation formulas would be used
for the four different consolidation grants.

There should be a guiding set of principles for the selection of an
appropriate allocation formula or set of formulas for these block
grants. We believe that the following pronciples should be strictly
adhered to:

(a) The clements of the proposed allocation formula should be
closely related to the fundamental goals of the legislation. For
example, if the program is not meant to be an anti-poverty program,
then cconomically disadvantaged criteria should not be part of the
formula. If on the other hand, part of the program is intended to
combat poverty problems, then funding on the basis of the
economically disadvantaged populations is appropriate since it will
allow funds to move to areas of greatest need.

(b) The data needed to implement the allocation formula should
be timely and statistically reliable at the state level. Few past
allocation formulas for employment and training programs have met
this criteria. The statistical reliability of local area unemployment
data has not been good. Uniformly defined, state lcvel measures of
the civilian labor force are available annually from the Current
Population Survey, and these measures possess a high degree of
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statistical reliability.

(c) The funding formula should be supportive of stability in the
system. Use of criteria that are highly cyclical indicators, such as
state unemployment shares or shares of cxcess unemployment,
should be discouraged since they create too much variability in state
funding levels. Such elements are desirable only if the workforce
development program is intended to be a countercyclical program.

Given these guiding principles, the proposed allocation formulas
of both bills have a number of serious shortcomings. First, the use
of unemployment data is highly destabilizing for an adult work force
development system. This section of the Goodling bill is not a
countercyclical program; thus, unemployment criteria do not belong
in the allocation formula. A state with a low unemployment rate
may need and deserve more training dollars to meet existing
occupational shortages. States with high levels of unemployment
often facc more of a cyclical (demand shock) unemployment
problem that cannot be ameliorated with job training or placement
programs. Sccond, if the programs ares not intended as an anti-
poverty program, then why fund states on the basis of their share of
the nation’s poverty or disadvantaged population? Allocation
formulas must be consistent with the goals of the legislation. A bill
funding job training and one-stop centers should be funded on the
basis of a state’s share of the national civilian labor force. Such a
formula would be supportive of the goals of both bills, such civilian
labor force data are available on a timely and statistically reliable
basis, and such a formula would provide stability in fuuture funding
flows.

The proposed allocation formula for the youth development
programs under the Goodling bill also has several shortcomings.
Use of a youth population variablc is appropriate if the system is
intended to be open to all youth regardless of their employment
status, cducational status, or family income. Since high school
students and young out of school adults are the key target groups,
we would recommend the following two element funding formula
for youth workforce development programs:

X% of the monies be allocated on the basis of the state’s share
of the national high school population (grades 10-12). School
enrollment data are available for each state and arc fairly reliable
since they are based on administrative counts of the student
population, typically at the beginning of the school year

Y% of the monies be allocated on the basis of the state’s share
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of out-of-school youth ages 16-21 with no post-secondary schooling
at the time of the 1990 Census. There is no annual comprehensive
data base on the size of this population group at the state level for
the intercensal years. The state CPS estimates are too small to be
statistically reliable for funding purposes; thus, the 1990 Census
data from the PUMS files (5% state sample) should be used to
generate the desired estimates of this youth population subgroup.

Allocation Formulas and Substate Allocations

A key element of any federally-funded human resource
Icgislation is the manner in which funds will be allocated at the
substate level. Nearly as important as the national funding
mechanism, these substate allocation formulas are used to
determine which local areas will receive funding and the amounts of
funding to be reccived. Problems of unemployment, poverty,
welfare dependency, long-term unemployment, and worker
dislocation often vary substantially across counties, cities, and
towns within any particular state. The allocation formula that will
be used to distribute resources across substate areas is therefore a
second important statement about the actual opcrating priorities of
a particular employment and training program.

The 1995 Workforce Development bill would require governors
to allocate funds across substate jurisdictions on the same basis as
that used to allocate monies to states. The McKeon-Goodling
legislation proposes that governors develop a substate allocation
formula of some type; however, the nature of this allocation formula
is lefi to the discretion of the governor, using general guidelines set
down in the bill. Clearly, the substate resource allocation
mechanism will play a central role in determining which areas of the
states and which groups of individuals will be served under the new
job training legislation as well as the types of services those
individuals will receive. If the authorizing legislation fails to
include an explicit allocation formula and process, the link between
national human resource policy and prioritiecs and the local
implementation of such policies and priorities will be broken. A
strong and explicit relationship should exist between national
program goals and local program funding and operations. One way
to ensurc this relationship is a substate resource allocation formula
that explicitly links the two by reflecting national priorities in the
local resource allocation formulas and funding processes.

While a state allocation formula for general workforce
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development activities should be based on the size of its civilian
labor force relative to that of the nation, a substate allocation
formula should be allowed to include local distress factors such as
unemployment or the size of the working poor or economically
disadvantaged population. Since the nature and intensity of labor
market problems will vary somewhat from state to state and since
different priorities will be assigned to these problems, the
Governors should have some discretion in the allocation formulas
they choose to disburse monies to local areas. The formula should,
however, be based on data elements that are uniform across the
statc and characterized by a reasonable degree of statistical
reliability. Annual data on the estimated number of poor or
cconomically disadvantaged adults at the substate level is typically
too small to be statistically reliable. Again, all poverty/income
indicators in substate allocation formulas should be based on the
1990 Census.

Governors also should be allowed some discretion in the choice
of a substate allocation formula for youth programs, allowing extra
monies to be provided to school districts where there exist high
concentrations of at-risk students (dropout prone), high school
dropouts, or jobless youth. The use of at risk or disadvantaged
criteria for substate allocation formulas does not imply that such
criteria. will be used to determine eligibility for program
participation. A state may wish to provide more employment and
training assistance to school districts with greater numbers of
economically disadvantaged students but not require students to be
cconomically disadvantaged to participate. Open eligibility
programs at the high school level should be promoted to prevent the
stigmatizing of future youth workforce development programs.

Program Performance and Outcomes Measurement

A central task in thc management and evaluation of human
resource development programs involves the design and operation
of management information systems and outcome measurement
programs that can rigorously assess the extent to which programs
are able to meet state specific programmatic objectives as well as
broader policy goals outlined in the national legislation. Under the
proposed Workforce Development Act, the responsibility for
developing accountability and performance measurement systems
would rest with the states. Under this proposal, states would
establish their own programmatic goals and measure progress in
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achicving these goals. However, a set of federal benchmarks would
exist to guide this effort, including state measures of unsubsidized
employment, 12-month retention, eamnings gains, and learning
competency gains. Thus, states would determine which benchmarks
would receive the greatest priority and determine appropriate
measures for determining the extent of progress in meeting or
excecding a benchmark. It should be noted that measurement of
such gains requires either a comparison or randomly assigned
control group against which the experiences of participants will be
compared. Before-after comparisons of changes in employment
and earnings have repeatedly been found to be invalid as measures
of program impacts for youth and adult programs.

The state must also develop measures of the provision of
services to welfare recipients, the disabled, older workers, at-risk
youth, and dislocated workers. Again, the specific service levels for
each of these groups will be determined by the state. While the
state will dctermine the method by which a specific benchmark
measure is to be constructed, each state is required under the act to
establish a job placement accountability (JPAS) system designed
to track clients on a standardized state Unemployment Insurance
wage reporting system to be overseen by the U.S. Bureau of Labor
Statistics.  This system will match post-program wage and
employment information for participants served by the state's
workforce development system. However, it is important to note
that such JPASs will constitute only one data input into the
construction of a non-uniform, state-based service. performance,
and outcomes measurement system.

Program performance and measurement issues in the McKeon-
Goodling legislation appear to be quite similar in key respects to
those provided in the Kassebaum legislation. Although the
provisions are still sketchy, under the McKeon-Goodling
legislation, states would submit a single, simplified consolidated
performance report for all four block grants combined. For the
youth block grant, state developed performance standards would be
used to measure federal outcomes for youth. Such outcome
benchmarks would include competency gains in academic and
occupational programs, post-high school enrollment rates, and
secondary school completion rates. For adult programs, job
placements, job retentions, earnings, and receipt of skill certificates
would serve as the performance and outcome benchmarks. Again,
under the McKeon-Goodling proposal, it appears that states will
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devclop their own set of performance measures and data inputs to
determine the extent to which a performance standard or outcome
benchmark is achicved.

Three central elements of any effective program performance
measurement system are: (1) that the measures used be clearly
linked to the goals and objectives of the programs, (2) that the
performance measures and data inputs used to construct such
measures be consistent across states and arcas within the state so
that the measures possess some practical meaning for national and
state decision makers, and, (3) that it be possible to measure these
outcomes in a reliable and cost effective manner. As currently
constructed, neither the Kassebaum nor the McKeon-Goodling bills
mect most of these criteria. Rather, aside from a few broadly
defined and conceptually foggy benchmarks (e.g., competency gains
which have created measurement compatibility problems under
JTPA) there is a general absence of concrete performance measures
linked to program goals and objectives in either bill. Furthermore,
the states are left to their own devices to develop performance
measures and data inputs to determine the extent to which
performance goals are achieved. Given this lack of standardization,
one might expect a state employment and training measurement
system characterized by the Lake Wobegone Syndrome in which
“all our states are good looking and above average."

There is a need for somewhat different measures of program
performance for in-school youth, out-of-school youth, and adult
programs. Among adult programs, somewhat diffcrent performance
measures might well be used for dislocated worker programs and
for those serving other adults, given a number of differences in the
core objectives of such programs. While states should be allowed
to develop state specific performance standards for their programs,
there should be a uniform national set of performance measures for
these programs, relying on uniform concepts, definitions, and data
sources.

Programs for in-school youth should emphasize the following
types of outcomes:

In-program outcomes:;

- Employment during the program (weeks of work experience)
- Gains in reading/math proficiencies

- Skills certification

- Graduation rates



Post-program outcomes:
- Job placement; wages and hours of work

-Employment and earnings during first year following
graduation

- Enrollments and retentions in post-secondary education and
training programs

Unlike the past and current JTPA situation for youth programs,
a minimum one year follow-up of all youth program terminees must
be undertaken by each state, identifying the employment, €arnings,
and schooling experiences of former participants. Provision of
follow-up scrvices and follow-up data collection activities should be
allowed as administrative costs.
For adult job training and job placement programs, the following
performance measures should be adopted:
- Immcdiate job placements
- Hours and wages at time of placement
- Employment status in first four quarters following
termination
- Earnings per quarter in the first year following termination
* Occupations and industries of jobs held

For dislocated worker programs, the states should use two
additional measures:
- Size of eamnings loss/gain relative to those on jobs held prior
to dislocation .
- Skill levels of jobs held versus those from which displaced
(occupational titles as proxies)

The legislation should encourage governors to experiment with
new approaches, including longer-term occupational training, on-
the-job training for dislocated workers, wage subsidies for workers,
and occupational upgrading and restructuring, to meet the
cmployment and training needs of state residents. New approaches
should be carefully evaluated, with impact measures produced.
Governors should then be encouraged to share these findings with
cach other to assist other states in building replication strategies
rather than constantly trying to re-invent the wheel.

Finally, all states should be required to produce an Annual

Employment and Training Report that:
- Describes and assesses key labor market developments and



problems in the state and substate areas

- Lists and describes the programs/activities funded under the
workforce development act, including state supplements to
the national funding levels

- Identifics the numbers and demographic and
socioeconomic characteristics of participants served by
major component

- Identifies both the immediate outcomes of these programs
and the employment and earnings experiences of terminees
during the first year following termination

- Identifies findings of any impact evaluations of programs

- Assesses strengths and shortcomings of the existing system;
outlines strategies to bolster future performance.

Conclusion

The nation’s employment and training network that was
designed to serve the unemployed and the economically
disadvantaged is at a critical juncture in its history. Current
legislative deliberations in the Congress will influence both the
future level of real resources that will be made available to meet the
necds of these groups and may fundamentally alter the process by
which state and local decisions over employment and training policy
are made. A strong case can be made for consolidationg the
existing diverse and overlapping array of employment and training
programs and for providing greater flexibility to governors and
local elected officials over the allocation of available funds. In our
view, the existing reform legislation would better meet the human
resourcc needs of the nation’s unemployed and disadvantaged if it
included the following clements:

~A clear and concise mission statement that focussed on
participant-based labor market outcomes rather than macro-
cconomic development goals.

~A continued emphasis on meeting the needs of non-college-
bound youth, dislocated workers, and economically disadvantaged
adults, especially the working poor and the near poor.

~A governance structure linking federal government, state

governors, and local elected officials in a truly national system of
uniformly high quality.



~Allocation formulas that support the basic goals of the
legislation and lend stability to the operation of programs at the
state and local levels.

~Uniform national performance measures with maximum
flexibility for governors in setting performance standards for these
measures at the state level.

~An incentive system for encouraging experimentation with new
cfforts to strengthen the ability of the employment and training
system to raise the long-term earnings of participants.

* % %

Andrew Sum and Paul Harrington are Professors of Economics and,
respectively, Dircctor and Associate Director of the Center for
Labor Market Studies at Northcastern University.
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PANEL AND CONFERENCE DISCUSSION

The primary purpose of the papers had been to provide a factual
background against which state and local program staff could
discuss with congressional legislative staff the practical
consequences of Senator Kassebaum’s S. 143 Workforce
Development Act of 1995 and Congressman Goodling’s H.R. 1617
Consolidated and Reformed Education, Employment, and
Rehabilitation Act, also called the CAREERS ACT. The state and
local panel consisted of:

Susan Auld, Commissioner
Vermont Department of Employment and Training

James Callahan, Executive Director
Maryland Governor’s Workforce Development Board

Linda Harris, Executive Director
Baltimore City Office of Employment Development

Terry W. Hudson, Executive Director
Houston Works

Aurelia Koby, Chief Exccutive Officer
San Diego Private Industry Council

Clyde McQueen, President and Chief Executive Officer
Kansas City Full Employment Council, Inc.

Joel New, Director
Division of Employment and Training
North Carolina Department of Commerce

Congressional Respondents were:

Ralph Smith Congressional Budget Office
Steve Spinner Senate Labor Committee

Robert Stokes Senate Labor Committee

Libby Street Staff of Senator Kennedy

Richard Wenning  Senate Appropriations Committee
Carla Widener Senate Labor Committee

Ted Verheggen Senate Labor Committee
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Though invited, no staff from the House of Representatives were
in attendance.

Discussion focussed on a serics of questions raised by Marion
Pines as modcrator.

1. These bills represent a dramatic shift from the national
policy direction and priorities of the past to a possibility of
fifty different state directions. Do you support that
decentralization? Can you describe some scenarios
illustrating how this might play out in your area?

The panelists were unanimous in prefering the decentralization
and flexibility advocated by the two bills. However, the panel
divided sharply over the issue of state and local division of
authority. The local government staffers were unanimous that the
legislation should require pass-throughs from state to local
government. Aurelia Koby argued that 95 percent of the federal
funds should pass through directly to the cities and counties.
Without designating any specific proportion, Terry Hudson and
Clyde McQueen supported the premise. The state representatives
were all of the view that governors and their staffs could be trusted
to work with local governments to accomplish reasonable and
equitable distribution of the funds. However, Koby argued that
might be true in small states but not in large: “Sacremento already
has a bigger bureaucracy than Washington. The Senate bill in
particular would provide a lot of opportunities to build up the state
bureaucracy rather than drive the decision-making down to the
local level.” To give autonomy to a State of Vermont with 550,000
people but not to San Diego with 2.6 million seemed an anomaly.

The city and county staff were also convinced that any effective
workplace development system had to be “employer driven™ and
that was more likely to be accomplished at the local level. Koby
quoted a San Diego employer of 350 as saying, “I don’t have any
jobs in my company. | only have work to be done and I need
people capable of doing that work, whatever it may be.” To her,
that meant lifelong learning and ongoing training with an
adaptability to be worked out flexibly with each individual
employer, a task which could be accomplished only locally.

Terry Hudson appealed for balance. He noted Dick Nathan’s
reference to the concept during earlier periods of workforce policy-
making of the states as 48 laboratories for experimentation. But all
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of that, he pointed out, came from four states:

Where were the other 447 [ know this is an ugly word
here, but there has to be a blend of prescriptiveness along with
autonomy, national on state and statc on local. There has to be
an infrastructure in place and then let the creativityhappenwith
decisions made at the local level with a strong private sector
input. If you don’t prompt that outcome, you may not get
creativity. The prescriptiveness of the 1992 JTPA amendments
drove the private sector away. And if we don’t have local
discretion as well as local accountability the same thing will
happen in the future. We need the employers more than they
need us and we have to give them decisions to make as a reason
for being at the table.

Jim Callahan reacted vigorously:

I’ve appeared 100 times over 12 years begging House
and Scnate committees to take off the prescriptive regulations,
unshackle us and let us do our jobs. These two bills are headed
in exactly the right direction, whether you are at the state level
or the local level. Itrust the governor. He is willing to negotiate
pass-throughs and percentages without the necessity of putting
them in federal legislation. I agree that private sector ownership
is the key and the more prescription we put in the less likely
we are to have that.

He agreed that most labor markets are local and that workforce
development must focus there but saw no reason that governors
and local elected officials could not resolve their differences. Since
state Icgislatures were even less willing than congress to support
workforce development, the important step was to attract the
federal funds with the least possible degree of prescriptiveness and
then work out state and local compromises in their use.

. To Callahan’s comment that “the foundation of these to bills is
to create a system,” Marion Pines agreed that “there is a potential
for linking some of these systems together as they are block
granted, a potential that we have never had before to really build
some integrated systems between child care and mental health,
workforce development and community development.”

Joel New agreed that cooperation between the state and local
government was underway in North carolina as it was in Maryland:

The core of what we are doing in this legislation is to
build an environment, an atmosphere, even a requirement that
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build an environment, an atmosphere, ¢ven a requirement that
we stop and rethink this thing we call workforce development so
that it is linked in such a way that we can fully serve the people
we arc trying to serve. It can become a real engine in our
economies then.

However, Linda Harris was not so sanguine about the
possibilities of state and local cooperation. In her view, the city of
Baltimore rather than the state of Maryland had been the innovator:

Jim trusts the governor and I trust Jim, but the reason
Maryland has been able to do what it has is not because of Jim
and thc govemor sitting down and figuring out the formulas. It
was a coalition of local directors, of folks across other agencies,
and of businesses working these things out. Why shouldn’t the
legislation recognize this accomplishment with a mandate for
local and business participation? There is a federal role, not in
prescribing the delivery system, but in assuring that we are not

Just block granting the money and giving it to the states and then

hoping that five or six of them will lead the trail with the rest of

us following along ten years later.

Susan Auld saw another problem from the state point of view.
The employment and training programs block-granted to the states
all faced reduced funding under the assumption that greater
flexibility would allow administrative savings and increased
outcomes from improved performance. But what about those lead
states which had already achieved administrative effectiveness and
now would lose money anyway. “We will be penalized for being
innovative and out in front.” However, she was fully in accord
with delegating power to the states. Critical of current and past
federal program management, she was confident that localities
could “gather your data,make your case to the governor and the
Icgislature and put together a coherent program.” A conclusion
that led her local panel colleagues to respond, “Well, maybe in
Vermont.”

Clyde McQueen’s concern was not the govemor but the
legislature which, after all, appropriates the money. He cited an
intense rural-urban conflict with only two significant urban areas,
St Louis and Kansas City, in an otherwise rural state. “We pay
most of the taxes but we always get short-shrift in distribution of
the money. We financed one-stop centers with 22 agencies by
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federal mandates of private sector involvement,systems intcgration
and a distribution formula putting the money where the population
and problems are: “Just because you have a formula for
distribution does not mean you are¢ micromanaging the program”

The pass-through discussion ended with Aurelia Koby's
expression of concern that;

When you have a state with budget deficits, it is very

tempting to try to take that money to make up for budget
deficits rather than putting it where people really  need to be

trained and educated and prepared for the local work force.”

2. Some have said that programs for the poor are poor
programs. With new emphasis on universal access, do you
foresee rapid switches in strategies and services for the
current groups of means-tested participants?

Marion Pines noted the absence in both bills of the familiar
limitations of service to the economically disadvantaged and
displaced. She cited hearing former House Committee Chairman
Augustus Hawkins, who had constantly argued for more specific
targetting during his congressional service, make a speech after
retirement advocating universal access. When asked why the
change, he reponded, “I don’t represent Watts anymore.™ She then
asked the panel, “Do you see rapid switches of service goals and
service delivery to different populations as a result of this
opportunity for universal access?”

Though herself African-American and serving a city with a
heavily economically disadvantage population, Linda Harris
responded:

I like the notion of universal access. | hate having a
targeted system. Poor people suffer when we serve them by
themselves. We have done creative things to make sure that we
have all kinds of folks entering and then use our ingenuity to
determine who gets what.

But that depends upon having control of the services being
offered, being able to adapt service mix to need and not being too
constricted in cost allocation procedurcs among a variety of
different funding streams. “Now we have to tell welfare mothers
one thing, disabled workers another and young men something else,
not becausc that is what they need but because that is what is
available or authorized.”

Joel New added, “The key is to focus on need--lack of
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Joel New added, “The key is to focus on nced--lack of
competency, rather than age, income, or family status. To Jim
Callahan:

A great advantage of universal access is that it allows
you to give more and better service to employers and attract job
placement opportunities thereby. We will work with employers
in a much broader fashion and they are going to listen to us when
we advocate more entree for disadvantaged folk.

3. Do you think the bills as currently drafted will ensure that
traditional target groups will get the workforce development
services they need for successful labor market participation?

Referring back to the universal access discussion,Gordon Berlin
reminded the panel of past criticisms of JTPA for “creaming:”
The panelists are assuming they are going to be able to
control their own destiny. Isn’t there an equal possibility that the
governors will use the money to feather the nests of employers
who promise to move to their states? That raises the
fundamental issue of the purpose of these programs.

The differing state and local responses were notable. Linda
Harris agreed that was likely unless the legislation mandated a
strong local role in program planning, adapting service mix to
identified need. Otherwise, she foresaw services diverted from the
more vulnerable populations to the “more informed consumer, the
one most likely to vote and most capable of applying political
pressure.”

Serving a similar population as Linda, Clyde McQueen shared
her concern and added that “getting people in the door is just the
first step. What you can do for them after you get them inside is
the issue.” Others can simply be referred to available education
and other programs. But the disadvantaged require expensive
services not readily available.

From a statewide vantagepoint,Joel New levelled the accusation
that the existing system simply fills slots to the extent of available
dollars without any concept of an integrated delivery system. If the
focus was needs of the target populations, whatever those might be,
“an informed set of customers will impose pressures that will bring
a response of increased resources for an integrated system of
delivery.”

Demetra Nightingale saw that response as illustrative of growing
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and “world class systems” through “one-stop shops” sounded like
mere information about the availability of education institutions, a
function Job Service could fill without any funds for those needing
rehabilitative services.

At that Marion Pines quoted Sar Levitan and Steve Mangum in
the former’s final publication, The Displ Th
Disadvantaged: A Necessary Dichotomy? that “most important to
the concept of the one-stop shop is not the one stop but what is on
the counter at the shop.” She asked, “Are we going to have all of
that system building with nothing inside?”

To which Susan Auld responded that, at lcast in Vermont, the
public employment service was the hub of the labor market system
and that repeal of the Wagner-Peyser Act by the consolidated
legislation might leave the system without core services. The
employment service determines through its labor market
information the occupations in demand and then contracts to
training institutions for the training. With that hub in place:

We have IBM technicians at our one-stop. Technology
is the key to universal access. We have self-applications, we
have all of the job banks, we are on Internet, we have resume
writing equipment. You don’t need intervention. You can
do it yourself. Our one-stop is loaded with a cross section of
folks that we have never seen in  theemployment service before.
Now people that are profiled in the unemployment insurance
system will be coming in. We contract with Social Welfare to
meet the 50 percent target for AFDC recipients but otherwise it
is universal access.

Whether or not such an approach would provide adequate
services to the economically disadvantaged was a subject of
considerable debate. According to Jim Callahan, Maryland is
meeting the need with a two-level system consisting of a largely
self-service automated referral system for the mainstream and a
more intensive second level of counseling, guidance, education and
training for the disadvantaged.  For that, Jim argues,
unemployment insurance administrative funds as well as
employment service administrative moneys should be available to
the state’s workforce development system rather than being
segregated and shielded by federal law. Joel New believed that
adequate service to the disadvantaged could be provided through
a policy of determining and seeking to meet the needs of each
individual served by the one-stop centers, characterizing a mandate
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for services to the disadvantaged as undue micro-managment.
Libby Street was not so sanguine, thinking it likely with declining
funds that some states would use their funding solely for labor
market information and referral services without underwriting
remedial services.

4. Since the Senate bill consolidates funding for the JOBS
program into the block grant whereas the House bill leaves it
separate, how much pressure do you see in your local area to
give a high priority to training for welfare recipients?

Note was made of the fact that not only JOBS but also the
employment service and the Job Corps would continue as free-
standing programs under the House bill whereas the first two
would be subsumed into the block grant in the Senate version with
Job Corps turned over to the governors. The panel’s concensus
was that both the employment service and JOBS should be
included in a comprehensive system of workforce development. The
job market information and placement services of the employment
service are at the heart of the one-stop concept with that
assignment probably continuing to rest with Job Service in most
states.

There was considerable debate over the relative importance of
work experience and skill training in achieving self-reliance for
welfare recipients. But in either case the concensus seemed to be
that their inclusion in a workforce development system capable of
identifying and overcoming employment barriers on an
individualized basis had the highest probabilities of success. Little
JOBS money was being spent on training, most state welfare
agencies relying on JTPA for that purpose. Moving JOBS funds
from social service dominance to workforce development providers
would provide both increased commitment to employment and
more funding to prepare for it. But, Jim Callahan pointed out, that
was true only if the workforce development system was left with
the same flexibility it was promised for its other customers:

If the type of strings articulated in the House bill come
down with large percentages of mandatory participation and

a real lock step service delivery model for masses of people into

mandated activities and then in two years they all go into some

sort of work, we would say for four or five billion dollars we can
do it. Otherwise forget it.
We still have not decided what the objective is. Are
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We still have not decided what the objective is. Are
we really changing from a support system for kids to a system
to get parents into the workplace? Tell me what the goal is and
I will design you a program that will reflect and accomplish that
goal. But be prepared to pay for it.

Job Corps was more problematic because few cnrollees are in
their home states. There seemed to be little evidence that governors
were eager for the reponsibility but leaving them the option seemed
to be a reasonable compromise.

5. Might governors be tempted to use large percentages of
Senator Kassebaum’s “flex fund” for economic development
activities? Do you think occupational upgrading and job
restructuring efforts might be tried? Which groups would
benefit?

It appeared to Marion Pines that the 50 percent flex fund in the
Senate bill and less obvious aspects of the House bill encouraged
states to use those funds for economic development activities,
something few had done with employment and training moneys in
the past:

We have very much focussed on remediating the
deficits of job seckers. We have not dealt at all with remediating
the deficits of the workplace, job restructuring, job upgrading,
or even upgrading the skills of the existing workforce. We have
dealt with them once they were laid off because they lacked skills
but have never intervened before they were laid off. Now
Congress appears to be backing into that arena by suggesting
but not requiring a State Workforce Development Board but
mandating it if economic development activitics are to be
undertaken. Do you think it would be a good idea to do so?

Aurelia Koby had interpeted the cited economic development
activities to be limited to training, retraining or upgrading
workforces as an attraction to either newly entering firms or
expanding ones. California had considerable experience with its
employment and training panel funded by unemployment
nsurance money with both positive and negative effects. Marion
Pines expressed concern that there was danger of funds being
“siphoned off into a slush-fund for well-connected employers,”
Steve Spinner responded that limits were necessary but:
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two different worlds is old-style thinking, just as it is to say that
there is no cross over between education and training or JTPA
and welfare. If you want to get school-to-work beyond these
wonderful leading-edge pilot programs, you have to begin to
think about the kind of incentives necessary to involve small and
mid-size firms to provide the work-based learning. The big ones
can take care of themselves, but, in my view, that is a legitimate
use of public tax dollars.

Terry Hudson agreed from Houston experience that resource
limitations were constantly forcing the workforce development
system back to the private employer who could not be expected to
continue to participate without some greater incentives. “When [
try to have a vision about this new legislation, I see that as a
potential gold mine.” Marion Pines raised the issue of
displacement of current employees in favor of subsidized new
hires. Susan Auld responded that Vermont required a signoff from
unions. Clyde McQueen referred to the net new jobs requirement
of the waivers in Kansas City’s welfare reform experiment.

McQueen also described Missouri’s State Customized Training
Fund providing on-the-job and classroom training and other
economic development incentives to new and expanding
employers. “It deals with the upper-level worker rather than the
cconomically disadvantaged,” a situation he considered appropriate
for state appropriated funds dedicated to economic development
but inappropriate for the new federal proposals, drawing as they do
on funding from programs previously targeted to the poor.
“Companies will always go for the number one draft choice,
persons with three plus years of college and high levels of skill.”

Jim Callahan thought that less likely in a an integrated program,
also if there was more local control. Joel New also saw a need to
work with rural and economically distressed communities as well
as disadvantage individuals. Linda Harris pointed out that limited
economic development activities had been allowed under JTPA
until Congress removed the authorization in 1992 alleging it was
only used to bribe employers to move from state to state. She
suggested that economic development incentives might be used as
a bonus to persuade employers to hire welfare JOBS enrollees.

The conclusion was that carefully guarded and perhaps capped
use of workforce development funds for cconomic development
purposes was appropriate.
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6. The Goodling bill has four block grants organized around
services to target groups--youth, adult training, adult
education and vocational rehabilitation, while the Kassebaum
approach has three pots of money, one each for education,
employment and a flex fund plus a separate pot for at-risk
youth. Which do you prefer?

The state represcntatives preferred the Kassebaum bill while
those from local government advocated the Goodling approach.
Clyde McQueen thought the Goodling approach to be preferable
for urban areas where the target populations were concentrated. He
was concerned that the Kassebaum approach might distract
attention from service needs to disputes over control of funds.
Joel New stated that governors preferred the greater flexibility of
the Kassebaum bill. Susan Auld argued that it was the Kassebaum
bill which focussed on service functions rather than target groups
and was therefore more amenable to universal access. Linda Harris
was concerncd that the division of funds between education and
employment in the Kassebaum bill would fragment local level
planning along those lines and prevent comprehensive planning and
coordination. Marion Pines also thought the Goodling bill was
more likely to encourage integration whereas the Kassebaum bill
would accentuate lobbying between public education and the state
employment service. Even the state representatives were concerned
that the Kassebaum approach might put the governor and the chief
state school officer at odds, as well as foment conflict between
lobbying groups. Aurelia Koby was concerned that the Kassebaum
bill would reinforce the tendency to retain power and resources at
the state level and interfere with San Diego’s use of local
implementation grants. Despite his state position, Jim Callahan
was concerned that the setting aside of 25 percent of funds in an
cducation grant would make it more difficult to bring education
programs and funding into an integrated planning process at the
labor market level.

7. In your area, what are the prospects for moving vocational
education into the Governor’s Workforce Development
System as part of the School-to Work system?

There appeared to be general concern that earmarking specific

funds for education purposes would make it all the more difficult
to accomplish integration among workforcc development efforts.
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Marion Pines assumed the result would be an education plan
scparate from the governor’s plan with little relation between them.
Jim Callahan wondered about the possibility of leaving the
Kassebaum education set-aside in the hands of the governor as well
but giving education officials a veto over its use rather than direct
ownership. Carla Widener defended the set-aside on the premise
that most state constitutions required separate education
governance. Susan Auld thought that all the more reason to avoid
bifurcation. Steve Spinner perceived the 25 percent education set-
asidc as a guarantee that the governor and the school officials
would be forced into joint planning. He thought the establishment
of performance benchmarks binding upon both would force such
cooperation, but the argument did not seem to persuade the
discussants. Several discussants cited the existing lack of
coordination between vocational education and the school-to-work
pilot efforts. To the suggestion that the assembled group was
biased in favor of the job training community and suspicious of
education policymakers, Marion Pines responded that most of the
Jjob training money over the years had been spent to buy services
from education institutions. The concensus appeared to be that the
education and employment funding split of the Kassebaum bill
needed reconsideration.

8. Where will the advocacy for youth development policy come
from in your state? Which bill gives the better chance and
why? What are the best prospects for retaining summmer
jobs for youth?

Alan Zuckerman expressed concern that a universal access
system would always tend to leave out those the most difficult and
cxpensive to serve.  Including threatened recissions, he foresaw a
cut of between one-third and four-fifths in year-round youth
programs. He saw nothing in either bill to guarantee service to at-
risk youth. School-to-work programs were also largely bypassing
that population, yet some combination of education and work
cxperience was essential to overcome at-risk status. Aurelia Koby
disagreed with the need to scparate youth development from
workforce development and at-risk youth from other youth. The
need was to integrate rather than to segregate. Several were of the
view that, given the poor performance of classroom training on
behalf of youth and the demonstrated relationship between
education and income, that the workforcc development need on
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their behalf was not to mount training programs but to provide a
referral source for educational opportunities. Others wanted the
discretion to directly purchase training but did not want to be
requircd to do so or limited to that. Linda Harris believed local
program planners could bec trusted to design programs to fit
whatever population appeared for service and Joel New belicved
that to be true also at the state level. To designate target groups at
the federal level was micro-management. Zuckerman, on the other
hand, was convinced that the tendency of both educators and
employers would be to ignore the most at-risk without specific
evidence of Icgislative concern and mandated provision of services
for them.

9. What is your response to Senator Kassebaum’s proposal to
devolve Job Corps to the states with a dedicated stream of
funding?

Advocacy for bringing Job Corps under state control appeared
to be limited to the congressional staff present. Since Job Corps
centers were administered either by private contractors or federal
agencics and enrolled participants without regard to state
boundaries, the state and local government practitioners had never
percieved Job Corps as within their range of either responsibilities
or resources. Steve Spinner thought it an anomaly to advocate an
integrated workforce development system in Massachusetts and
then lcave the largest at-risk youth component, the budget of the
two Job Corps centers in the state, out of the planning process. But
as Susan Auld responded, “I can understand the reasoning, but
from a state perspective, I wouldn’t want to have much oversight
over the management of a Job Corps center managed by an out-of-
state company and serving only a handful of our kids.

10. Which approach to vouchers do you consider the most
workable?

The discussants were unanimous that they wanted vouchers as
an option available to state and local governments but not
mandated from the federal level.

11. Benchmarking and accountability get a lot of attention in
both bills. Will we end up with 50 different performance
systems inadequate to either guide or defend the programs?
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Though the conferees were unanimous in recognizing the need
for performance measures as essential to accountability, they were
sharply divided concerning the locus of that responsibility. Richard
Nathan was “skeptical about centralized scorckeeping .” He agreed
that “thc public should have feedback and a sense of what the
government is trying to do...but you mustn’t understate how hard
it is to do.” He would have the federal government insist that the
states create and implement accountability systems adapted to their
own realities but not involve itself in that activity. Isabel Sawhill
disagreed, arguing that Congress could not allocate federal funds
without eventually knowing the results. “If it is federal money that
is being spent, strings are going to be rcattached unless
performance accountability can be demonstrated.”  Clyde
McQueen interposed that his organization received and spent
considerable private funds and found those donors just as anxious
for performance indicators to prove that their funds were being well
spent. He alluded to adjacent local service delivery areas with
vastly different levels of competence and accomplishment, yet each
convinced they were doing a good job. To Libby Street the
challenge was identifying the policy objectives and than developing
performance indicators capable of measuring progress toward them
Otherwise the measures had no social validity. Susan Auld was of
the opinion that Vermont needed a different set of indicators than
Oregon but Linda Harris was concerned that without some
nationally consistent measure, ““ no one will be able to answer when
folks ask four years from now ‘did it work?”

There was no concensus but a prevailing view seemed to be that
consistency and comparability was necessary among performance
measures requiring some central role in their formulation.
Research and evaluation was something else again requiring
independent analysis which governments could contribute funding
to but neither do nor dominate. But sooner or later users of public
funds must be able to prove to the taxpayers and their
representatives that the services have been worth the expenditures.

12. If you had the chance to offer one floor amendment, what
would it be?

Jim Callahan asked for two, a requirement for a local private
sector-dominated board with the state required to recognize and use
it and reconsideration of the 25 percent education set-aside. Joel
New wanted only assurance that new regulations and federal
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micromanagement would not in the future reverse the welcome
deregulation. Susan Auld was concerned that the flex account was
not flexible enough--too much was being earmarked and left aside.
Terry Hudson was concemned that local workforce development
boards be given the latitude to do their own experimentation and
not be locked into a state-dominated system. Several were
skeptical about joint administration by the Labor and Education
Departments, even when refereed by private sector participation.
Linda Harris was concerned that there be real decisions to be made
by local workforce development boards to give employers an
incentive to become and stay involved. Aurelia Koby's amendment
was simple and straightforward: a 95 percent formula passthrough
to the local level.

82

81



CONCLUSIONS
Marion Pines

Given the diversity of perspectives among the participants, the
symposium did not seek to achieve concensus on all issues, but
rather to illuminate key concepts.

On the issue of GOVERNANCE: _

There was almost unanimous support for the concept of the
Federal Partnership as outlined in the amended Kassebaum bill,
based on the frustration state and local people have experienced
over the years with mixed messages emanating from different
federal agencies. There was some skepticism expressed about the
ability of federal agencies to actually merge their authority but
strong support for giving it a try.

There was strong support for the coordinating potential of the
govemor’s office as long as a clear and significant role is mandated
for local areas, including a formula-based pass through of funds,
as described in the Goodling bill. However, there was great
concern expressed about potential erosion of the governor’s ability
to design an integrated system if 25 percent of the funds are passed
directly to education as in the Kassebaum bill.

On the issue of PURPOSE:

Despite some of the more lofty global goals mentioned in both
bills, there was general agrcement that these bills represent an
opportunity for serious systems building for the development of
human capital. 1t was hoped that the lexicon of education and
training or employment and training could be replaced with the
more understandable phrase “workforce deveopment.”

Both bills in their current form are explicit that there be
“universal access” to workforce development information and
services. There was strong support for that concept in recognition
of the stigma attached to programs for the “poor.” Participants
seemed fairly optimistic that current categories of enrollees would
not be short-shrifted in the process, given the growing ability of
technology to self serve a greater variety of people.

On the issue of FUNCTIONS:
There were several major concerns that came out of a spirited
discussion about the appropriate functions of a workforce
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development system. First of all, were we concentrating too much
attention on “‘system building” while ignoring what the system was
going to be ablc to deliver? There were equally strong but divided
sentiments expressed on both sides of the issue of structure vs.
content.

There were equally divided views on the whole matter of
*“economic development” and on how much flexibility governors
should be allowed to retain without getting into micro-management
and over-regulation. However, there was almost general agreement
that there should be some controls over this function.

There was general agreement that the “school-to-work™
paradigm should be the functional umbrella for both in school and
out of school youth development. This agreement extended to the
pivotal role that the private sector must play in providing work-
based learning opportunities for youth, “work first™ opportunities
for welfare recipients and policy guidance for the entire enterprise.
How to engage and sustain the requisite level of private sector
“owncership” remains an acknowledged challenge.

On one functional issue, there was unanimity: vouchers should
not be mandated.

On the issue of ACCOUNTABILITY:

There was no agreement on the need for strong outcome-based
accountability systems. The major discussion focussed on the issue
of a national accountability system vs. 50 statc systems, and we
came to no concensus. Of primary concern is how to balance the
need for building and sustaining federal support for workforce
development based on reliable performance data without becoming
cither overly prescriptive or overly permissive. There was general
agrcement that, at a minimum, the federal government should set
standards for statc accountability systems and that this should be
accompanied by a commitment to ongoing scrious research-based
evaluation.

At the conclusion, congressional staff expressed deep
appreciation at the opportunity afforded them to participate in a
free-wheeling issues-focussed discussion involving experienced
and thoughtful practitioners from across the country. We suspect
our founder would have been equally pleased.
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