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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 com-
pletion 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 focused, 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, or praise (wherever and whenever deserved) every sig-
nificant legislative act, policy and program related to employment, educa-
tion, 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 can-
cer ended his life just short of his eightieth birthday, he left the bulk of
his life savings to the National Council on Employment Policy, an
organization he had helped organize and then single-handedly perpetu-
ated, charging his closest friends to continue his life's crusade.

The NCEP in turn funded the Sar Levitan Center for Social Policy
Studies, which is the sponsor of this publication series.

Therefore to Sar A. Levitan this publication is lovingly dedicated.
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Summary

The Workforce Investment Act of 1998 (WIA), passed by the
Congress and signed by the President of the United States in August
1998, is the fourth in a 36-year series of federal programs designed to
aid low income and dislocated workers to either avoid falling into or
assist in the climb out of poverty. The previous acts in this series, the
Manpower Development and Training Act of 1962 (MDTA), the
Comprehensive Employment and Training Act of 1973 (CETA), and the
Job Training Partnership Act of 1982 (JTPA), though they accomplished
a great deal of good, all had the common weakness that they sponsored
training of such short duration that the occupations they prepared for all
too often paid only poverty level wages. At the beginning of 1998, we
published a critique of preliminary legislation then before the Senate
and the House of Representatives, recommending measures designed to
overcome this weakness and prepare those enrolled to emerge with
skills commensurate with family-supporting earnings, ultimately rising
to 165 percent and 200 percent of the current official federal poverty
thresholds. Since the target populations for these programs shared out-
of-school status, they having prepared inadequately in their first chance
at labor market preparation, we called that monograph A Fourth Chance
for Second Chance Programs: Lessons from the Old for the New. Now
that those acts we critiqued have been melded into WIA, we examine
here that act's potential for meeting this challenge.

Though the new act has its strengths which we enumerate, it has two
foreboding weaknesses from the adequate earnings vantagepoint: (a) its
strong "work first" commitment makes training a last resort. That is, its
funds can be used for training only those adults who cannot obtain or
retain employment of any kind including low wage jobswithout such
training; (b) before being considered as a source for funding training,
WIA's limited dollars can also be used to provide placement-related
services not limited by any socioeconomic characteristics of its recipi-
ents. To the extent states choose that alternative, the issue of whether
and who to train may often not even arise. Those weaknesses, as we
herein advise, could be remedied in any of three ways: (1) Congress still
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has time to modify the language of the law before it takes effect, (2) the
Labor Department's regulation writers could soften the training limita-
tions, or (3), and most likely, each state could use the WIA funds along
with other federal and state resources in a workforce development plan
of its own design, dedicated to the family-sustaining wage target.
Chapter 7 offers specific recommendations for accomplishing all three.

The following pages describe the challenges facing the nation in this
regard and chart how those objectives might be accomplished. Hence
the meaning of the title of this monograph: providing a second policy-
making chance to hit the target we posted for the fourth chance at work-
force development legislation.



Chapter One

The Need for a Second Chance at the Fourth Chance

Introduction

On 7 August 1998, the President of the United States signed into law
the Workforce Investment Act of 1998. It had emanated from three
years of deliberation by the Congress of the United States. It represents
the fourth in a series of workforce development laws going back 36
years with a common purpose: To improve the employability and long-
term earnings of people who were either:

in the job market but struggling to overcome poverty,
on the verge of entering the job market under-prepared,
permanently dislocated from employment which had provided an
adequate income, or
public charges, unable to support their families despite having the
potential to do so.

This series of actsthe Manpower Development and Training Act of
1962 (MDTA), the Comprehensive Employment and Training Act of
1973 (CETA), the Job Training Partnership Act of 1982 (JTPA), and
now the Workforce Investment Act of 1998 (WIA), all shared the con-
tinuing objective of enabling the above groups to:

rise out of poverty through their own efforts
avoid the danger of falling into poverty
move upward during their work lives to a family-sustaining
income

In addition, and as an aside, by working more or at better pay, suc-
cessful participants would contribute to the output of the nation's econ-
omy and to the future tax revenues of federal, state and local govern-
ments, thereby making life better economically for their fellow citizens
as well.

The assignment has been a difficult one. None of these previous acts
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has been totally successful, and there has been a constant effort to
improve them or replace them by another and more effective program,
typically dedicated to the same purposes. Whether WIA will further that
cause remains to be seen. Each of the acts had made some substantial
departure from the previous ones. MDTA had been primarily designed
in 1962 to retrain experienced workers displaced by technological
changes then described as automation. That issue was shown to be
premature as economic recovery brought re-employment to most of
those who were experienced workers. MDTA was re-addressed in 1964
as a key weapon in the emerging national "war on poverty," targeting
some two-thirds of its training effort on the economically disadvan-
taged. CETA added a substantial public service employment compo-
nent to the anti-poverty weaponry, while at the same time decentraliz-
ing to the state and local level much of the decision-making guiding the
program. JTPA removed the public service employment provision, at
the same time eliminating the payment of stipends to support those
undergoing skill training and raising the level of employer participation
in the state and local decisions. WIA portends even more marked depar-
tures from its predecessors. Paradoxically, despite its Workforce
Investment title, it declares a congressional emphasis on immediate
placement of adults in jobs consistent with existing skills and suggests
a relegation of job training to a service of last resort for the most mar-
ginally employable. The act's Title I, Workforce Investment Systems,
as written, signals that preference in several ways:

The act's Section 134, Use of Funds for Employment and
Training Activities, in (c) provides for a "one-stop delivery sys-
tem" offering "core" job placement services [(d)(2)] which
include most of the services an ideal public employment service
could be expected to provide. It makes those services available
to all applicants, regardless of socioeconomic or employment sta-
tus, thus enabling WIA funds to be used to supplement ever-
scarce Wagner-Peyser Act appropriations. This "back-door"
reversal of the persistent under-funding of the public employment
service over the past two decades will be attractive to many states.
Provision of these universal services could absorb all of the WIA
appropriations for services to adults conceivable under current
political circumstances. Priority to the disadvantaged and dislo-
cated for these core services is eliminated. As such placement

11
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services are emphasized, the proportion of WIA funds available
for skill training will inevitably be reduced. Hence, training
appears as a service of last resort in the utilization of funding.

After offering "core" placement services to all, the act authoriz-
es "intensive" counseling and career planning services [(d)(3)(A)]
to those who "are unemployed and are unable to obtain or retain
employment through core services" or who, though employed,
need such intensive services "to obtain or retain employment that
allows for self-sufficiency." However, according to (d)(4)(A),
training services are available only to those who, after receiving
intensive services, "are unable to obtain or retain employment
through such services." Again, training is cited as a service of last
resort, available only to those who cannot find employment at any
job, apparently regardless of the wages or working conditions
involved. Within that restriction, (d)(4)(E) does give priority to
"recipients of public assistance and other low income individuals"
in the expenditure of scarce funds for intensive and training serv-
ices. However, that priority applies only to the funds left after
core services and, for training, applies only to those unable to
obtain or retain any job. Once again, training is perceived as a last
resort strategy.

Workforce Investment Act training services, according to
(d)(4)(B), are to be available only to those unable to "obtain oth-
er grant assistance for such services, including Federal Pell
Grants." All economically disadvantaged adults and most dislo-
cated workers are eligible for Pell Grants if they are eligible for
and seeking the types of education at the types of educational
institutions for which Pell Grants are designed. Therefore, WIA
is also a last resort among alternative sources of financial support
for training services.

Those priorities are also indicated by the level of appropriations
for fiscal year 1999. Appropriations for dislocated worker serv-
ices comprise $1.4 billion and for disadvantaged youth $1.25 bil-
lion compared to $955 million for non-dislocated adults. The lat-
ter monies are not limited to any specific socioeconomic group-
ings, though, as noted above, low income adults and public assis-
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tance recipients get priority for intensive and training service
expenditures when funds are scarce as they inevitably will be.
Hence, though non-dislocated adults merit the lowest WIA fund-
ing priority and training remains the last resort among WIA serv-
ices, at least, when that resort is reached, the economically disad-
vantaged can be first in line for whatever funding is left.

Under date of January 1, 1998, as individuals who had spent many
years laboring in the employment and training vineyard, three of us
published a monograph in this series entitled A Fourth Chance for
Second Chance Programs: Lessons from the Old for the New.1 Our
hope was to advise both the members and staff of congressional com-
mittees struggling to create new legislation, and state and local practi-
tioners struggling to carry out the mandates of the old while awaiting
the new, as to the lessons experience had to offer as they continued this
long and worthy crusade. Now, at the close of the 105th Congress, we
return to ask, "How well did Congress do its job? What strengths may
need to be enhanced and what weaknesses remain to be remedied? How
should state and local policy-makers and program operators respond to
continue and increase the effectiveness of this enduring series of pro-
grams?"

The adjective use of the term "second chance" in our A Fourth
Chance for Second Chance Programs referred to the fact that the pro-
grams of the past which we were reexamining in search of lessons for
the future were designed to improve the employment prospects of those
who had already been through and had departed from the school sys-
tems which had been their first chance at labor market preparation and
now needed a second chance to succeed in the labor market. One year
later, accepting the Workforce Investment Act of 1998 as written,
though recognizing the possibilities provided by the regulations process
or subsequent amendments, we, offer a second chance for the fourth
chance by suggesting to states how they might react to overcome pro-
visions not consistent with their own objectives and continue the now
37-year pursuit of employability and employment at family-sustaining
wages.

Just because Congress appears to have made training its last resort,
states do not have to agree. Wide areas of discretion exist within the use
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of WIA funds and through interactions among a wide variety of federal
and state funding sources related to workforce development. The 36
year priority does not have to be abandoned. In fact it should and can
be intensified. It is our conviction that access to reasonably secure
employment at family-sustaining wages should and can be the objective
of state workforce development efforts. It is the purpose of this mono-
graph to demonstrate how that objective can be accomplished within the
economic realities of a new century and millenium and within the con-
straints of existing federal law and policy.

Strengths and Weaknesses of the Workforce Investment Act of 1998

Building on 36 years of experience with what had been known first
as manpower development programs, then employment and training
programs, and are now generally called workforce development pro-
gramsMDTA,CETA and JTPACongress in 1998 exercised a fourth
chance to "get it right" with WIA. That act has some substantial
strengths:

Though it does not unify authority over the various programs and
services relevant to workforce development, the act does require
State Workforce Investment Boards and Local Workforce
Investment Boards to include as members representatives of most
of the agencies responsible for such programs, thus providing an
avenue for communication during the development of the
required five-year state and local workforce investment plans.
Potentially even more important, Title V of the act authorizes, but
does not require, any state to develop and submit for approval a
state unified plan covering nearly every federally-funded employ-
ment, training and public assistance program, thereby promoting
coordination across and among these programs.

It provides for individual training accounts, potentially allowing
individuals to choose from among a wider array of services and
service providers.

WIA spreads nationwide the promising, though untested, concept
of one-stop career centers, until now available primarily on a pilot
project basis in a few states.2

1_4
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It encourages the design of a more comprehensive and coordinat-
ed employability development system for out-of-school youth
and young adults and provides substantial funding for exemplary
programs on behalf of out-of-school and at-risk youth and young
adults in heavily impacted poverty areas.

It calls for more rigorous and systematic measurement of program
outcomes under Titles I and II of the act, Title II encompassing
Adult Education and Literacy.

The act provides for negotiated state and local performance meas-
ures, potentially providing for sharper and more meaningful focus
on local outcomes.

Unfortunately, from the viewpoint of the long history of employment
and training programs, some of the act's current weaknesses offset its
strengths. In addition to its major weaknessdesignation of training as
a last resort, it also:

Lacks a coherent mission statement and statement of findings
underlying the need for such programs

Utilizes outdated and inappropriate allocation formulas

Does not provide additional monies for development of improved
labor market information systems at the state and local levels
which are critically needed for the planning and design of work-
force development programs

Unlike its services to adults, the act limits youth services to the
economically disadvantaged, making more difficult the advent of
comprehensive programs for out-of-school and at-risk youth

This language as it stood at the end of 1998 was not written in stone.
Congress, if it chose to do so, could amend the act even before it takes
effect, clarifying or modifying language to eliminate some of these
shortcomings. States and localities can begin applying the new provi-
sions as early as February 1999 if they choose to do so, but the Job
Training Partnership Act does not expire until June 30, 2000. The U.S.
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Department of Labor is required to provide interim final regulations by
February but is not required to publish final regulations for the new act
before 31 December 1999. Congress could amend Section
134(d)(4)(A)(I) which now denies training services to anyone able to
obtain and retain the most rudimentary job following the receipt of
intensive services to read something like

"funds allocated to a local area...shall be used to provide training
services to adults and dislocated workers, respectively, who have
met the eligibility requirements for intensive services...and who
are unable to obtain or retain employment through such services
that allow for self-sufficiency,"

thus making (4)(A) parallel to (3)(A) in that regard. Self sufficiency
wages could then be defined by the Department of Labor in the regula-
tion writing process at levels we advocate below. Whether the applicant
had the skills to obtain employment at that wage could either be tested
by assessment or demonstrated by job search. Alternatively,
Department of Labor regulation writers could, after informal consulta-
tion with congressional staff, define the word "employment" in (4)(A)
to mean employment at wages commensurate with household self-suf-
ficiency. Absent either of those actions at the federal level, State
Workforce Investment Boards will be left to pursue their own goals
within the limits of the law as written. That will not prove an over-
whelming challenge for those states and localities prepared to clearly
identify their own goals and objectives, inventory all of the resources
available including those from the variety of extant federal and state
programs relevant to workforce development, and then plan for and pur-
sue those objectives rather than perceive themselves only as servants
responding to federal bidding.

But, before we address that eventuality, we review the demographic
and economic challenges which lead us to advocate an expanded rather
than contracted role for workforce development.



Chapter Two

The Looming Challenges of Workforce Development

Noting one year ago that the U.S. House of Representatives had
passed H.R. 1385, The Employment, Training and Literacy
Enhancement Act, while the Senate was considering the Workforce
Investment Partnership Act, we took it upon ourselves to offer advice to
the members and staff of the Congress drafting these bills and also to
state and local administrators engaged in administering existing work-
force development legislation and confronted with the task of trans-
forming into programs whatever authority and resources Congress in its
wisdom delegated to them. We re-examined 36 years of employment
and training program experience in search of lessons that might inform
the writers and eventual administrators of the impending legislation.
We identified and advocated many lessons to be learned from the expe-
rience, but the most persistent shortcoming of past programmatic
efforts in our view had been abortive attempts to do too much with too
little. Because the numbers potentially eligible for the programs far
exceeded those that could be served with available appropriations, train-
ing durations were generally kept so short that training for well-paid
jobs was rarely possible. The added fact that stipends to support
trainees had been unavailable since 1982 was another factor pushing
local programs toward short-duration training for low-paid employ-
ment. That had been the primary shortcoming of the second chance
workforce development effort throughout its 36-year history. But the
need for a second chance was not declining. The nation faced:

a persisting decrease in real annual earnings for all but the best
educated

an impending surge of youth and young adults under 25 into the
labor market over the next decade

declining labor force participation by older male workers, espe-
cially those lacking post-secondary schooling

17
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rising numbers and, often, lower qualifications of immigrants

the employability and employment deficits of single parents
impacted by welfare reform who would need to find jobs in
response to term limits

It is worth summarizing our conclusions on each of those portents:

Declining Real Wages

A quarter-century decline in real wages on the average for nearly all
of those lacking a four-year college education had slackened somewhat
in the past year or two under the pressures of improved labor market
conditions which pushed national unemployment rates lower than had
been seen for some 25 years. There was no reason, however, to expect
the low unemployment rates to continue uninterrupted nor real wages
for the under-prepared to rise in the absence of tightened labor markets
and improved productivity. The reality remains that in normal times the
numbers of the poorly educated and lowly skilled substantially exceed
the labor market demand for them, while only the best-educated and
well-prepared enjoy continued labor market pressures in their favor.
Despite a substantial drop in overall unemployment levels since 1992,
there were still five years later in a typical month nearly 16 million per-
sons 16 years of age and older who were unemployed, working part-
time for economic reasons, or members of the labor force reserve, that
is wanting a job but not actively seeking work. In addition, another 18.3
million adults ages 22-64 worked full-time for at least six months dur-
ing the year but were unable to earn an average weekly wage at or above
$300, the weekly earnings needed by a family of four to reach the fed-
eral government's poverty line.

A New Tide of Youth and Young Adults

The number of 18-24 year olds in the U.S. population fell by nearly
5 million or 16.5 percent between 1981 and 1994, reducing their com-
petition with each other in the labor market and making it theoretically
easier for the economy to absorb those young adults who sought
employment. Nevertheless, between 1979 and 1996, the median week-
ly earnings of full-time employed young men declined from 62 percent
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to 51 percent of the median weekly wages of men 25 years of age and
older. But now, the numbers of young adults 18 to 24 years of age are
slated to grow at a minimum by 5.2 million or 21 percent between 1995
and 2010. This rate of growth for young adults will outstrip that of the
25-64 year-old population group, thereby placing added supply pres-
sures on the young adult labor market. The wage implications without
offsetting labor demand policies are obvious.

The Declining Labor Force Participation of Older Men

At the other end of the age distribution, since the mid-1970s, labor
force participation rates had been falling for every age cohort of males
from ages 40 to 69 with the sharpest and deepest declines for those with
the lowest education. By 1996, only 82 of every 100 men in their ear-
ly 50s were employed, declining to 70 percent for those in their late
fifties and to 50 percent by age 62. Improved economic well-being of
these premature retirees has not been the primary cause of their early
labor force withdrawals, as evidenced by the facts that the lower the
education levels the lower the labor force participation rate and that
reliance on Social Security Disability and Supplemental Security
Income by male non-participants was rising rapidly.

The New Immigrants

Of concern also is the fact that many new immigrants, who now
comprise nearly 40 percent of annual labor force growth in the nation
and over 100 percent in the Northeast region, are characterized by rela-
tively low educational attainment. That fact has contributed substan-
tially to the decline in average real wages, both for less-skilled immi-
grants and for those native born workers of limited skills and education
with whom they compete in the job market. In fact, recent studies
attribute nearly one-half of the decline in the real wage position of high
school dropouts to immigrant competition.3 Both of those groups are
obvious targets for enhanced training efforts.

And Then There is Welfare Reform

All of these developments are occurring simultaneously with a con-
certed push at the national and state level to "end welfare as we have

1 9
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known it," with all but a handful of former public assistance recipients
expected to be gainfully employed through a "jobs first" rather than a
"workforce investment" approach by 2002.

How to respond to these demographic and labor market forces with-
out further real wage stagnation and rising wage inequality was the bur-
den of A Fourth Chance for Second Chance Programs.



Chapter Three

The Effectiveness of Workforce Development Programs

The best available guide to the likely outcomes of future efforts are
the demonstrated results of similar efforts in the past. Recent JTPA out-
comes are illustrative of the results of workforce development programs
as anti-poverty weapons over more than one-third of a century.

JTPA Outcomes

To the extent that a primary objective of past workforce development
programs has been to enable families to rise out of poverty, the results
have been less than impressive. In order to appraise those results, a
sense of magnitude will be helpful. JTPA has targeted economically
disadvantaged adults in its Title II-A, economically disadvantaged
youth in Titles II-B and and dislocated adults in Title III. Table 1
compares the number of adults terminating from JTPA Title II-A enroll-
ment during the 1997 program year with the number of adults in the
U.S. population eligible for Title II-A services during that year. With
funding available to enroll and provide services to only 1 percent of
those economically disadvantaged adults Congress had declared eligi-
ble, little impact on the total problem of poverty could be expected,
though the impact on the individual enrollees might well be substantial.

Not only have the proportions of those eligible for training who have
actually been enrolled under JTPA and its predecessors been infinitesi-
mal, the overall enrollment and termination numbers are misleading as
to the amount of employment-related training experienced by those who
did enroll. As Table 2 demonstrates, one-fourth of those who terminat-
ed from JTPA Title II-A during program year 1996 had received objec-
tive assessment only. That is, they were assessed to determine their
need for training but were not thereafter enrolled for training. In addi-
tion to that, another 7 percent enrolled for training but left without actu-
ally receiving any training of any sort. Others received basic skills
training, work experience or other training which may have been impor-
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Table 1.
Estimated Number of 22-29 Year Olds Eligible for JTPA Title II-
A in 1997 Compared to the Number of 22-29 Year Old JTPA Title

II-A Terminees by Gender and Age, 4/1/96-6/30/97

Demographic Number of Number of Terminees as
Group Eligibles Terminees % of Eligibles

All 26,637,000 265,281 0.99%
Gender

Men 10,995,000 85,191 0.77%
Women 15,642,000 180,090 1.15%

Age
22-29 6,412,000 108,138 1.69%

30-34 10,599,000 125,643 1.18%
45-69 9,626,000 31,241 0.32%

Age/Gender
Men 22-29 2,583,000 30,755 1.19%
Women 22-29 3,829,000 77,383 2.02%
Men 30-34 4,448,000 41,567 0.93%
Women 30-34 6,151,000 84,076 1.36%
Men 45-69 3,964,000 12,757 0.32%
Women 45-69 5,661,000 18,484 0.33%

Source: Eligibles from March 1998 CPS surveys, terminations from U.S.
Department of Labor SPIR96 data, tabulations by Center for Labor Market
Studies, Northeastern University. Note: Terminees include those receiving
objective assessment only.

tant to the recipients thereof but did not include occupational training to
directly prepare them for employment. Only 47 percent of those
enrolled during that program year received any occupational skill train-
ing, while another 8 percent received on-the-job training. Those facts
do not deny the importance of the training received to those who
received it, but is worth noting that only approximately three-quarters
of one percent of those made eligible by their poverty incomes were
provided with a second chance at employment preparation and that only
one-half of one percent of those eligible were given a second chance
that included occupational skill training or on-the-job training.
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Those low placement wages we attributed primarily to the short
training durations, consequent to attempting to spread the limited funds
over as many of the eligibles as possible (Table 5). Keep in mind in
considering these training hours that the average academic year
involves approximately 1200 hours of classroom time. Only one-fifth
of those enrolled in multiple training formats achieved even three-
fourths that number of hours of training.

Table 5
Mean and Median Hours and Quintile Boundaries of Hours and

Services Received by JTPA Title II-A Terminees by Type of
Training Received (SPIR PY96 data)

Basic
Skills
Only

Occup.
Skills
Only

Work
OJT
Only

Exper.
Only

Other
Only

Multiple
Training

Mean hours 232 556 378 417 87 605
Median hours 120 325 320 400 20 402

Percentile
20th 30 120 160 198 8 157
40th 80 241 276 324 17 310
60th 167 450 366 480 30 520
80th 324 864 520 499 91 900

Table 6 demonstrates the positive correlation which exists between
the training duration for Title II-A occupational skills training programs
and the average placement wage. However, only 10 percent of 1996
occupational skill training teiminees and 5 percent of all terminees
were trained long enough to reach the $7.72 hourly wage required to
achieve the poverty income threshold for a family of four at the time.
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22 A SECOND CHANCE FOR THE FOURTH CHANCE

government launched the "war on poverty" in 1964, it established a set
of definitions and measures based on food costs as a proportion of typ-
ical household expenditures to indicate who was poor and eligible for
help and tell whether and what progress was being made toward pover-
ty alleviation. However, by the mid-1990s, food costs had slipped sub-
stantially as a percentage of the budgetary expenditures of the average
low income family while shelter expenses had risen dramatically. In
1964, the poverty threshold for a four person family had been equal to
43 percent of the pre-tax and 50 percent of the post-tax median family
income. In 1996, it was only 31.3 percent of the pre-tax income (Table
7). To achieve the same relative pre-tax standard of living that the
poverty threshold implied in 1964, the 1996 poverty threshold for a
family of four would have to be increased by 39 percent-32 percent
for a post-tax median.

Table 7
Comparisons of the 1996 Pre-tax Median Family Incomes and

Weighted Average Poverty Income Thresholds for Families
Containing 2 to 6 Persons

Family Size
Median
Income

Poverty
Threshold

Threshold as %
of Median Income

2 $35,936 $10,233 .284
3 44,029 12,516 .284
4 51,242 16,036 .313
5 48,100 18,952 .394
6 41,700 21,389 .513

Source: March 1997 CPS Survey, public use tape, tabulations by Center for
Labor Market Studies, Northeastern University.

The meager value of the living standards attainable at current pover-
ty level incomes has been implicitly recognized by policy makers at
both national and state levels who provide eligibilities for a number of
anti-poverty programs at incomes up to 200 percent of the existing
poverty thresholds. Table 8 cites the widespread recognition that the
official poverty thresholds are outmoded and too low and lists some of
the increases in poverty thresholds which have been advocated in the
literature.
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Table 8
Alternate Justifications for Increases
in the Current Poverty Thresholds

Poverty Line Multiple Studies Advocating That Multiple

113% National Research Council recommendation
based on actual consumption expenditures by low
income families in 1990-954

124% 1989 Gallup survey asking respondents' judge-
ments as to the amount of income needed to avoid
being poor5

145% Food spending multiplier raised to four with
expenditures which prevailed in 19886

148% Cost-of-housing-based poverty threshold based
on rents paid on two-bedroom apartments at the
45th percentile, with rental expenditures limited to
30 percent of income, a la HUD Section 8 rental
subsidy program prior to 19967

164% Weighted ratio of one-half of pre-tax median
incomes of 2-6 person families in the U.S. in 1996
to existing poverty thresholds8

167% Ratio of CPU-U adjusted BLS lower living stan-
dard budget for urban family of four to poverty
threshold

183% Responses to 1986 General Social Survey (GSS)
of minimum income needed by a family to "get
by" in their communities

Since the poverty threshold as derived in 1964 for the average-sized
poor family was approximately one-half of the pre-tax median family
income of the time, 164 percent of the current poverty threshold would
be required to provide the same relative standard of living today. That
relationship is confirmed by the fact, as noted, that a similar ratio exists
between the current poverty thresholds and the updated value of the BLS
lower living standard budget for an urban family of four which ceased
publication in 1981. Therefore, we conclude that the existing poverty
thresholds would have to be multiplied by 165 percent in order to main-
tain a meaningful income measure reflecting income changes over the
35 years since a national war on poverty was officially declared by the
president of the United States. Table 9 provides estimates of the family
incomes which would comprise the poverty thresholds for families of
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various sizes at 133 percent and 165 percent of the current poverty
thresholds which we will argue should be the appropriate minimum tar-
gets for anti-poverty programs, as well as the 200 percent of poverty
which we believe should be accessible as a family-sustaining income to
a two earner family. After all, 200 percent of the current poverty income
threshold for a four-person family is equivalent to about 62 percent of
the median pre-tax income of four-person families in a day when the
average family often struggles to get by economically.

Table 9
1996 Federal Poverty Guidelines

With 133%, 165%and 200% Adjustments

Family Size Poverty Guideline 133% 165% 200%

1 $7,890 $10,520 $13,019 $15,780
2 10,610 14,150 17,507 21,220
3 13,330 17.770 21,995 26,660
4 16,050 21,400 26,483 32,100
5 18,770 25,030 30,971 37,540
6 21,490 28,650 35,459 42,980
7 24,210 32,280 39,947 48,420
8 26,930 35,910 44,435 53,860

Source: Authors' calculations

Anti-Poverty Wage Requirements

Table 10 illustrates the hourly wages a full-time, full-year worker
would have to be paid to achieve the expanded poverty thresholds as the
only earner in a household. Even with the reforms we propose, training
programs on behalf of the disadvantaged and the dislocated are unlike-
ly to enable one earner to obtain the wages necessary to achieve a fam-
ily income at 200 percent of the poverty income thresholds. However,
that goal can be reasonably achieved by a two earner family. We illus-
trate that fact in the 200% column of Table 10 by assuming one parent
working full-time full-year at the cited wage while the other parent is
employed half-time, full-year at approximately the federal minimum
wage.
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expected to provide above poverty wages. As noted above, the most
consistent shortcoming of past skill training programs for the disadvan-
taged and displaced has been their concentration on occupations the
skills of which could be learned in a relatively short time period and
therefore tended to pay relatively low initial wages. The basic eco-
nomics of human capital investment and occupational wage structures
cannot be overturned by an act of Congress. We can only expect
trainees to reap what they have sown. Though the costs may be subsi-
dized, the expected returns to investments in training will, at best, be
consistent with the resources committed. They may be less but are
unlikely to be more. Average training duration under CETA and JTPA
in the 1980s, for instance, was around 24 weeks, lengthening into the
low thirties during the 1990s but still less than an academic year equiv-
alent. Hence our plea in the earlier document that the impending legis-
lation which has become WIA be dedicated to producing access to jobs
at "family-sustaining wages."

Findings in Table 11 illustrate how far JTPA placement wages have
been from meeting that income requirement for terminees in various
family sizes. Title II-A enrollees are, by definition, economically dis-
advantaged adults who by and large have limited education and work
experience. Title III enrollees are more frequently workers with more
substantial experience who were displaced from their regular employ-
ment by a plant closing, corporate downsizing, major technological
change or international competition. Their training has been on average
of no longer duration than II-A training. They just have more skills and
experience to begin with and can expect higher placement wages as a
result, although often below those that they earned on the jobs from
which they were displaced. Even though the median replacement wage
rate for Title III terminees who obtained employment at the time of ter-
mination was approximately 90 percent, these dislocated workers too
fell far short of our income targets, especially as their numbers of
dependents rose.
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Table 11
Percent of Employed JTPA Title IIA and Title III Terminees With
Gross Weekly earnings At or Above Selected Earnings Thresholds,

by Number of Dependents, (Persons who terminated between
April 1, 1996 and June 30, 1997)

Earnings Level One Dependent Two Dependents Three Dependents

Title HA
100% of Poverty 74.4 55.7 29.4
133% of Poverty 46.8 23.8 9.0
150% of Poverty 31.9 15.4 5.8
175% of Poverty 19.1 8.4 2.6
185% of Poverty 14.9 6.8 1.9
200% of Poverty 9.8 4.7 1.1

Title III
100% of Poverty 85.2 77.2 57.5
133% of Poverty 69.2 53.7 31.7
150% of Poverty 57.8 44.3 25.0
175% of Poverty 45.4 32.4 17.4
185% of Poverty 40.3 29.3 15.1
200% of Poverty 32.1 24.2 11.4

Source: SPIR96 Data, tabulations by Center for Labor Market Studies,
Northeastern University. Note: The poverty thresholds for each employed term-
inee are those for a family size equal to one plus the number of dependents
reported by the terminee at the time of initial enrollment.

Sadly, only three out of four employed terminees with only one
dependent have been placed in post-enrollment jobs which would have
enabled them at year-round full-time employment to earn even the cur-
rent deteriorated poverty level. That has been true of only a little over
one-half of those with two dependents and a little over one out of four
of those with three dependents. It might be considered unrealistic in
current labor markets to expect terminees to be initially placed at wage
levels equivalent to the standards of living that a poverty income bought
in 1964, though, as we shall argue, the program should not consider its
obligations to any enrollee to be complete until at least that level of
earnings is attained. But when less than one-half of job-placed termi-
nees with one dependent, one-quarter of those with two dependents and
one tenth of those with three dependents can find placement at wages
which almost every knowledgeable observer considers to be inadequate

%.t
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for family support-133 percent of the current poverty thresholdit is
past time for serious reform.

There is little justification for a magnified training effort if the pri-
mary result is to be only inviting the poor who were deep in poverty to
rise to its upper margins, but still remain poor. Therefore, our earlier
monograph identified growing occupations paying above the national
median wage and accessible with no more than two years of post-sec-
ondary training. Based on that availability, we advocated training only
for those occupations ultimately offering family-sustaining wages. By
that we meant occupations with placement wages at least equal to 133
percent of the existing poverty thresholds with single earner families
having the opportunity to rise to 165 percent of the poverty income
threshold in a reasonable length of time thereafter, while a family with
one full-time employed primary earner and a part-time employed sec-
ondary earner could look forward to a combined income at least double
the existing poverty threshold. These ambitious but economically desir-
able and achievable goals were to be accomplished by:

Training only for occupations in which the incumbents earned
such wages

A case management system in which competent program staff
continued to work with and guide enrollees through completion of
their initial training and beyond into subsequent periods of work
experience and on-the-job training and, if necessary, supplemen-
tary classroom training, all in cooperation with employers, until
the earnings goals were accomplished.

Provision of subsistence payments or on-the-job training opportu-
nities, along with employment of other family members, to make
family subsistence possible during the lengthened training peri-
ods.

Now we must ask, can those goals be accomplished through WIA,

and, if so, how?

4.4
t



Chapter Four

WIA's Potential for Overcoming Poverty

On its face, that hope seems to have been thwarted, or at least
delayed, by the recently enacted legislation. Congress, despite naming
the act it had labored over for three years the Workforce Investment Act
of 1998, seems to have forbad using resources from that act to support
anything approaching such desired levels of investment in the existing
workforce.

Core and Intensive Services

To reiterate in more detail what was reported in the introduction,
there is to be established a "one-stop delivery system" of employment
and training services. Within those one-stop facilities "core services"
are to be made available to all applicants. The core services, according
to Title I, Chapter 5, Section 134(d)(2)(A) through (K) of the Workforce
Investment Act of 1998 are to be:

eligibility determination
outreach, intake and orientation
assessment of skills, aptitudes, abilities and supportive service
needs
job search and placement assistance and career counseling
labor market information
information concerning the effectiveness of alternative service
providers
information concerning the availability of supportive services
information about and assistance in filing for other related servic-
es, and
follow-up services

According to (d)(3)(A)(i) and (ii), if those core services are not suf-
ficient to enable an unemployed applicant to obtain or retain employ-
ment or an employed one to attain or retain a job at a pay rate adequate

4 0
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to "allow for self-sufficiency," the applicant then becomes eligible for
intensive services which, according to (3)(C), are to include:

diagnostic testing and assessment
identification of employment barriers and appropriate employ-
ment goals
development of an individual employment plan
individual and group counseling and career planning
case management for those seeking training
short-term pre-vocational services, including development of
learning skills, interviewing skills, punctuality, personal mainte-
nance skills, and professional conduct to prepare individuals for
unsubsidized employment or training.

No Training for the Immediately Placeable

But that seems to be the end of the line for anyone who can obtain
any legal unsubsidized employment, no matter how rudimentary and
low paid. Section 134 (d)(4)(A)(i) goes on to say that "funds allocated
to a local area...shall be used to provide training services to adults and
dislocated workers...who have met the eligibility requirements for
intensive services...and who are unable to obtain or retain employment
through such services." In straight-forward language, those who as a
result of core services cannot obtain a job paying enough to provide
self-sufficiency are eligible for intensive services, but, apparently, only
those who cannot find any job of any kind following intensive services
can receive skill training under the Workforce Investment Act. The act
contains no provisos about the quality, work hours, pay or working con-
ditions of the jobs involved. Whether the job provides wages consistent
with "self-sufficiency" appears to be irrelevant as a criterion for refer-
ral to training. The only issue is whether the individual has or has not
been able to "obtain or retain employment" in the absence of the train-
ing in question. If and only if the recipient of intensive services has not
been able to obtain employment without further training, other eligibil-
ity questions arise. A one-stop operator or one-stop partner must
declare the individual to "(ii) be in need of training services and to have
the skills and qualifications to successfully participate in the selected
program of training services ," and (iii) "must select programs of train-
ing services that are directly linked to the employment opportunities

41



WIA's POTENTIAL FOR OVERCOMING POVERTY 31

available in the local area involved or in another area in which the adults
and dislocated workers receiving such services are willing to relocate."
Neither of those latter requirements should pose an obstacle to training
access, however.

But that is not all. According to (4)(B), in order to be eligible for
Workforce Investment Act training, one must also be "unable to obtain
other grant assistance for such services, including Federal Pell Grants or
require assistance beyond the assistance made available under other
grant assistance programs, including Federal Pell Grants." The
Workforce Investment Act is, therefore, the trainer of last resort, with
funds available for training only for those who cannot otherwise find
jobs or alternative sources of training.

Spending priorities under the act are consistent with a "work first"
priority. Access by adults to core, intensive and training services is not
limited to those who are economically disadvantaged. However, if
funds are limited, as they ordinarily are and certainly will be under
WIA, priority among non-dislocated adults is to be given to "recipients
of public assistance and other low income individuals for intensive
services and training services." A welfare reform priority is implied,
though the economically disadvantaged not receiving public assistance
are included in the priority. Dislocated workers have access to their
own funding and do not face this competition. Nevertheless, for those
who can surmount these numerous hurdles, according to (4)(D), train-
ing services may include:

occupational skills training, including training for nontraditional
employment

on-the-job training
combinations of workplace training and related instruction, includ-

ing cooperative education (apprenticeship is not cited but should
fit the description)

private sector-provided training
skill upgrading and retraining
entrepreneurial training
job readiness training
adult education and literacy
customized training conducted for, employers with employment

guarantees upon successful completion

4 2
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This list of training options seems highly diverse and sophisticated,
considering its apparent last resort nature. However, it is consistent
with the hypothesis that little training will occur for disadvantaged
adults, more will be available to dislocated workers, and the designation
of skill upgrading and retraining will open the option of training incum-
bent workers. How to justify the training of incumbent workers with
funds from an act restricting training to those unable to obtain or retain
employment remains a mystery to which we return later. Perhaps the
key will be to declare the incumbent workers to be in danger of losing
their jobs in the absence of further training.

Training under WIA is supposed to be provided through "individual
training accounts," though there are notable exceptions for on-the-job
training, customized training, scarcity of available training providers or
the unique needs of special participant populations. It is an interesting
assumption that individuals who could not obtain even an unskilled and
lowly paid job are sufficiently conversant with labor market options to
decide which occupation to prepare for and that they have the necessary
education and skill backgrounds to enroll in and successfully complete
such advanced training. The voucher supposition need not pose over-
whelming difficulties in practice, however. The exceptions to the
requirement are rather broad. Besides, it would be a rare training appli-
cant who would not be willing to at least listen to the advice of a coun-
selor or case manager conversant with job content and occupational out-
look before making a more informed personal choice. A program oper-
ator can ask no more than that.

These issues again highlight the choices noted earlier: to amend the
act with a few clarifying words, allow the Labor Department to clarify
congressional intent through regulation, or leave it to state and local
administrators to incorporate the WIA resources into a broader work-
force development plan as best they can.

Where is the T in OJTand in Job Search Training Too?

WIA provides special privileges for on-the-job training and cus-
tomized training, governing them by agreement between the one-stop
center and employer and therefore exempting them from the require-
ment that training be chosen by the trainee through an individual train-
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ing account. Whether the experience of OJT and customized training
exceeds the limited roles they have played in previous employment and
training programs remains to be seen.

Table 12 identifies the placement strengths and earnings limitations
of on-the-job training as practiced under JTPA. However, that situation
need not prevail under WIA. The same can be said of job search train-
ing, not separately identified in that table. The employment rate at ter-
mination of all OJT terminees was 81 percent, well above the entered
employment rates of terminees from classroom occupational skill train-
ing programs (67 percent) and basic skills training programs (49 per-
cent). Employment rates of these OJT terminees did differ by length of
enrollment, however, ranging from a low of 63 percent for those with
less than 160 hours, 88 percent for those with 276 to 366 hours and 90
percent for those with over 520 hours. The lower rates of employment
among those with the least hours may also reflect the behavior of those
who quit an OJT program before its actual completion and remain job-
less.

4



34 A SECOND CHANCE FOR THE FOURTH CHANCE

Table 12
Employment Rates and Wages at Termination, by Hours of

Selected Services Received, Title H-A Individuals Who Terminated
Between 1 April 1996 and 30 June 1997 (SPIR96 Data)

Employed at
Termination

Mean
Wage

Median
Wage

Total 65.1% $7.52 $7.00

Basic Skills Training Only
Total 48.8% $6.43 $6.00
Lowest Hours Quintile (<30) 53.5% $6.70 $6.25
2nd Lowest Hours Quintile (30-80) 52.5% $6.27 $6.00
Middle Quintile (80-167) 44.5% $6.43 $6.00
2nd Highest Quintile (167-324) 43.5% $6.27 $6.00
Highest Quintile (>324) 45.9% $6.26 $6,00

Occupational Skills Training Only
Total 67.5% $8.08 $7.50
Lowest Hours Quintile (<120) 58.2% $7.49 $7.00
2nd Lowest Quintile (120-241) 69.1% $7.96 $7.50
Middle Quintile (241-450) 68.3% $7.82 $7.30
2nd Highest Quintile (450-864) 66.9% $8.10 $7.50
Highest Quintile (>864) 71.9% $8.65 $8.00

OJT Only
Total 81.1% $6.75 $6.50
Lowest Hours Quintile (<160) 63.1% $6.58 $6.00
2nd Lowest Quintile (160-276) 77.8% $7.01 $6.50
Middle Quintile (276-366) 88.2% $6.84 $6.50
2nd Highest Quintile (366-520) 89.0% $6.86 $6.50
Highest Quintile (>520) 89.9% $6.68 $6.50

Source: PY96 SPIR data files, tabulations by Center for Labor Market Studies,
Northeastern University.

Hourly wages of OJT terminees were well below those of job-placed
terminees from occupational skills classroom training programs-a
mean hourly wage of $6.75 versus $8.08 for classroom training termi-
nees. Unlike classroom training program terminees, placement wages
are not strongly related to hours of participation for OJT terminees.
Those trained for less than 160 hours earned $6.58 at termination corn-

4 5
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pared to $6.68 for those enrolled in OJT for over 520 hours, another
indication that OJT subsidies really buy jobs rather than training.
Longer-term follow-up data for OJT terminees also show less earnings
gains over time than for classroom trainees. But those facts do not
refute the potential value of on-the-job training; they merely argue for
using it wisely. We recommend the following for future OJT activities:

-OJT should be accompanied by true occupational skills develop-
ment and monitored more closely to guarantee that skills acquisition is
in fact taking place

-The length of training should be tied to expected placement wages
at the end of the training period

-OJT should be combined more often with classroom training,
including both basic skills and occupational training, and in both simul-
taneous and sequential patterns

Diverse results also have been found for job search training and job
search assistance, depending upon the backgrounds of the enrollees.
Results have been generally positive for current and former welfare
recipients and dislocated workers but the gains in annual earnings com-
pared to control groups have been small$200-$300 in many cases
and $500-$600 in the San Diego, SWIM and Riverside experiment at
best.1° While these more limited job search training and placement
investments often can be justified on a cost-effectiveness or cost-bene-
fit basis, their earnings and income impacts are too small to have any
sizeable effect on the economic well-being of low income workers and
their families. For those unemployed dislocated workers with a solid
set of skills and work experience, immediate placement in a job that
will utilize their existing skills is often the best strategy for them and
for society. For many other low wage adults and those with limited pri-
or work experience, these limited investments simply cannot be
expected to place them on a new and substantially higher earnings tra-
jectory.

Cumulative work experience has been found to exert substantial pos-
itive effects on the earnings of adult men and women. Placing partici-
pants into full-time jobs that will provide avenues for stable employ-
ment is critical. Even a "jobs first" strategy, however, must be combined
with post-placement training and education to have substantive long-
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term earnings effects. There is substantial risk, given its structure and
limited funding, that WIA Title I funds will be devoted primarily to
short-term placement strategies through one-stop centers. State
Workforce Investment Boards should be challenged to build those
resources into long-term human capital investment strategies of their
own devising.

Youth Activities

In contrast to the confusion which surrounds the provision of WIA
training services to adults, the references to allowable youth activities
are well thought through and impressive. A basic appropriation of $1
billion buttressed by an additional $250 million for special projects in
high poverty areas exceeds that for all adults other than those suffering
dislocation. Every State Workforce Investment Board is to include
among its members experts in youth services and maintain a subsidiary
youth council to guide its youth policies. State and local youth pro-
grams are to assess the educational status, skill levels and service needs
of each youth and develop an appropriate service strategy for each in
accordance with that assessment. Youth programs are required to pro-
vide the proven success elements of:

tutoring, study skills training and instruction, leading to second-
ary school completion
alternative secondary school services as needed
summer employment opportunities directly linked to academic
and occupational learning
paid and unpaid work experience, internships and job shadowing
occupational skill training
leadership development opportunities
supportive services
adult mentoring, follow-up services, and comprehensive guidance
and counseling

At least 30 percent of youth funds are to be devoted to out-of-school
youth. At least 95 percent of the enrolled youth must be from low
income families with the remainder being youth with special employ-
ment barriers other than poverty. A broader window for serving at-risk
youth who are not technically disadvantaged would have been helpful

4 7
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in building comprehensive youth development systems. Successful
youth programs have served all youth within poverty-impacted neigh-
borhoods rather than discriminate among youth in reverse accordance
with family income. That will apparently not be possible for WIA-
funded youth programs, though it may be possible to use other funding
sources to enroll youth not eligible under WIA..

Integrating Adult Basic Education and Literacy Programs With
Skill Training

Another of the positive aspects of the Workforce Investment Act is
its call for better integration between the employment and training serv-
ices provided under Title I and the adult basic education and literacy
programs under Title II. The new act continues to provide a separate
stream of funding for adult basic education and literacy programs, but
it at least calls for coordination and integration of services between
Titles I and II and with other employment and training activities within
a state through joint planning and oversight by State Workforce
Investment Boards and Local Workforce Investment Boards. There is
clear evidence from the national SPIR data bases that a high fraction of
the participants in JTPA Titles HA and III programs in recent years have
lacked even rudimentary reading and math proficiencies at the time of
enrollment (Table 13). For instance, during program year 1996, 14 per-
cent of Title HA terminees who received services beyond objective
assessment had reading proficiencies below the seventh grade while 24
percent performed below the seventh grade level in math. Those who
did not continue beyond objective assessment were even worse off with
18 percent and 30 percent, respectively, lacking reading and math pro-
ficiencies equal to the seventh grade level. High school dropouts
among the terminees had entered the JTPA system with 29 percent per-
forming below seventh grade level in reading and 46 percent in math.
The literacy proficiencies of Title III terminees have been somewhat
stronger, with 10 percent reading below the 7th grade and 17 percent
performing below the 7th grade level in math. That was partly true
because their average educational background was superior, with only
11 percent lacking a high school diploma compared to 23 percent of
Title HA terminees. Of those Title III enrollees without a high school
diploma, 32 percent fell below the 7th grade in reading and 47 percent
on math, slightly higher than their Title IIA counterparts.
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Table 13
Reading and Math Skills of JTPA Title II-A and III Terminees by

Selected Characteristics

Percent Below 7th Grade Level
Title II-A Title III

Reading Math Reading Math

Total 14.8 25.4 9.9 16.8
Objective Assessment Only 17.7 30.4
Received Services 13.9 23.8
Male 16.5 25.7 9.8 14.7
Female 14.0 25.3 10.0 18.7
White, non-Hispanic 7.9 18.1 5.4 11.7
Black, non-Hispanic 19.7 32.1 19.2 31.1
Hispanic 22.0 32.1 22.4 27.6
American Indian/Alaskan 15.4 29.0 10.4 19.2
Asian, Pacific Islander 35.1 24.7 26.1 21.7
Under 25 13.0 19.9 9.9 14.2
25-44 14.9 26.3 9.9 17.1
45 and Above 16.7 28.0 9.9 17.0
Less than High School 29.2 46.0 32.2 47.2
H.S. Graduation or Equivalent 12.2 22.2 10.0 18.5
Some College 6.4 12.6 5.8 10.6
Bachelor's and Above 7.7 7.5 2.8 3.2

Source: SPIR96 data, persons who terminated between April 1, 1996 and June
30, 1997.

Yet, despite this high incidence of severe literacy and numeracy defi-
ciencies, only about one out of every five Title II-A enrollees and one
out of ten Title III enrollees received any remedial education. In
fact,only one out of three Title II-A enrollees and one out of five of
those Title III enrollees with reading and math skills below the 7th grade
level received such services (Table 14). However, only about one-half
of those enrolled in basic skills training were also engaged in occupa-
tional skill training (48 percent for Title HA and 56 percent for Title III),
suggesting limited integration between the dual training aspects
required for higher level and better paid occupations.



WIA's POTENTIAL FOR OVERCOMING POVERTY 39

Table 14
Percent of JTPA Terminees Who Received Basic Skills Training

Among those Who Terminated
between 1 April 1996 and 30 June 1997)

Title HA Title III

All Terminees 22% 11%

Reading Skills Below 7th Grade Level 37% 19%
Reading Skills at or Above 7th Grade Level 19% 12%
Reading Skills Missing 20% 5%

Math Skills Below 7th Grade Level 34% 19%
Math Skills at or Above 7th Grade Level 18% 11%
Math Skills Missing 19% 5%

Basic Skills Deficient 29% 17%
Not Basic Skills Deficient 12% 10%
Reading or Math Skills Missing 19% 5%

Also, the placement and wage outcomes for basic education termi-
nees have been quite low. Only one-half of those Title II-A terminees
receiving basic skills education entered employment upon termination
from the local JTPA system, compared to seven out of ten of those
receiving a combination of basic skills education and either classroom
occupational training or on-the-job training (Table 15). One could con-
jecture that either little remediation actually occurred or that which did
had little labor market value, absent accompanying occupational skill
preparation.
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Table 15
Employment Rates and Mean Hourly Placement Wages of JTPA

Title H-A Terminees by Their Basic Skills Training Status
(SPIR96)

Trainee Group
Entering

Employment Rate
Mean

Hourly Wage

All Terminees 65.1% $7.52
Received basic skills only 49.0% $6.43
Received basic skills plus

classroom training or OJT 69.7% $7.26
Received no basic skills training 66.7% $7.68

Source: PY96 SPIR data, tabulations by Center for Labor Market Studies,
Northeastern University

These facts are critical, considering our recommendations in both A
Fourth Chance for Second Chance Programs and here that training
programs should cease preparing enrollees for employment in occupa-
tions paying poverty level wages. The intent is not to screen out the
undereducated or the less literate but to enable them more often to qual-
ify for jobs that can provide family-sustaining earnings. Therefore,
remedial education and literacy preparation must become an augment-
ed but integral component of the skill training effort. Allocating more
Title I funds to remedial education will leave less resources for skill
training and reduce the availability of already scarce training opportu-
nities. There is a real need to integrate resources from WIA Title II and
state-funded adult basic education and literacy programs in order to
maximize the skill training resources available for workforce develop-
ment. Such integration will require a radical departure in the prevail-
ing practices in adult basic education programs which, in our experi-
ence, have few systematic ties to employment and training programs
and too often lack any "literacy for the workplace" emphasis. Hence,
integration of skill training and remedial education should be a high pri-
ority. To guarantee this:

Governors should mandate joint planning by the state and local
agencies receiving funds under Titles I and II of the Workforce
Investment Act.
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Title I participants in need of adult basic education and English as
a second language instruction should be simultaneously enrolled
in Title II programs to the maximum feasible extent possible.
Title II programs should adopt open entry practices, rely on self-
paced instructional techniques, use more computer technology to
facilitate such learning and become more outcome-oriented, doc-
umenting learning gains on an individual enrollee basis in each
area of instruction.
Insofar as possible, those ABE and ESL efforts should be at the
same training sites and fully integrated with simultaneous skill
training.
ABE and ESL efforts should closely accompany and be integrat-
ed with on-the-job training and apprenticeship as well as class-
room skill training.
The lead state agencies in both Title I and Title II programs should
jointly engage in systematic long-term tracking of terminees, both
to document learning gains from enrollment in education pro-
grams, as well as employment and earnings outcomes, and to
identify needed improvements in techniques and collaboration.

Some of us have noted substantial excess capacity in many ABE and
ESL programs, especially during daytime hours. Where that is true, the
marginal cost of expanded basic education and literacy enrollments will
be quite small. Utilization rates can be improved in many ABE, ESL
and literacy programs without appreciably increasing the total costs of
instruction. Substantive learning gains cannot be compressed in a short
time frame. Retention of knowledge is also more limited when instruc-
tion is substantially compressed. Therefore, though basic education and
skill training services should be provided simultaneously when the for-
mer is needed, basic education services should also be continued as
needed after job placement to maintain workplace progress toward our
family-sustaining earnings goal.

Allocation Formulas for Training Programs

One of the issues we did not address in A Fourth Chance for Second
Chance Programs was the design of appropriate allocation formulas for
disbursing monies to state and local workforce investment boards under
each of the various sections and titles of the act. In a June 1995 publi-
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"Hold harmless" provisions have been relied upon to reduce criti-
cism of the fact that the formula elements are not supportive of the basic
missions of the act, create instability in funding flows to states and local
areas and are burdened by the statistical unreliability of much of the
state and local data involved. The existing Title II-A allocation formula
is poorly linked to that title's existing mission and is totally out of synch
with the appropriate mission of the new adult training programs. The
required data on excess unemployment or in areas of substantial unem-
ployment (an unemployment rate over 6.5 percent) are not statistically
reliable at the state level and create steep drops in funding for many low
unemployment states which have no areas of substantial unemployment
and few areas with excess unemployment. The allocation formulas are
also conceptually perverse. The greater the demand for labor and the
more likely job placement success, the less the funding available, while
funds for training expand just when there are fewer jobs available in
which to place those who complete the training. An allocation formula
which would make eminent'sense for a counter-cyclical public service
employment program may be totally inappropriate for support of work-
force development activities in the 1990s and beyond.

WIA calls for a two-year national study to determine the appropri-
ateness of the allocation funding formulas for adult training under Title
I. While this is a desirable recommendation, needed reforms are readi-
ly apparent for each of the above three allocation formulas. The use of
unemployment data to allocate dislocated worker program monies
among the states is reasonable; however, neither excess unemployment
nor long-term unemployment seem to be valid indicators for several
reasons. As noted above, excess unemployment cannot be reliably
measured, doubly rewards high unemployment areas and creates insta-
bility in funding levels. If a state has much excess unemployment, the
problem is likely one of inadequate job creation, not structural unem-
ployment. Long-term unemployment cannot be reliably measured with
existing state CPS data, particularly under today's low unemployment
rate environment where sample sizes on long-term unemployment for
most states are very small. The U.S. Department of Labor should con-
sider using unemployment insurance claims data rather than
CPS/LAUS unemployment data to allocate monies for dislocated work-
er programs. The average monthly number of unemployment insurance
claimants who were permanently displaced from their previous jobs
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44 A SECOND CHANCE FOR THE FOURTH CHANCE

should serve as the entire basis for allocating dislocated worker monies
to states. A national reserve fund could be used by the Labor
Department to provide monies to local areas impacted by plant closings
or mass layoffs. The administrative data represent a complete count of
the insured unemployed in each state, not a sample, and their use would
be supportive of the basic mission of dislocated worker programs.

The allocation formula for youth programs also is poorly linked to
the mission and targetting provisions of these programs.
Unemployment in ASU's and excess unemployment have no direct
bearing on the eligible population for such programs. The allocation
formula should emphasize the relative number of economically disad-
vantaged youth in the state and perhaps the state's relative share of
national16-21 year-old out-of-school youth who are jobless.

Because of these conceptual and statistical limitations, the existing
WIA allocation formulas should be replaced to achieve three separate
objectives:

To support the basic mission of each of these programs
To utilize more timely and statistically reliable data
To provide greater funding stability for the states

To accomplish those objectives, the existing allocation formula for
adult training programs under WIA Title I should be amended as fol-

lows:

"Allocations to states under this section will be based on their
average share of the nation's annual civilian labor force over the

previous two calender years."

The findings of the monthly CPS household surveys would provide
the data for each state's estimated civilian labor force. This simple allo-
cation formula has four advantages. First, the allocation formula sup-
ports the new mission of adult employment and training services under

Title I, that is, a set of labor exchange and one-stop services serving a
much broader base of applicants, even though training may largely be
confined to the economically disadvantaged. Second, the formula is
quite straightforward, has only one element, is very easy to administer,

!'",3
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and is dependent on easily accessible and timely data. Third, the annu-
al average civilian labor force data are characterized by a relatively low
amount of variability as measured by the coefficient of variation (stan-
dard error divided by the estimated value of the civilian labor force for
each state). Fourth, the formula would provide substantial year-to-year
stability in a state's allocation. Civilian labor force shares change only
moderately over time but over any given five year period the allocation
formula will shift more monies to states whose labor forces are expand-
ing more rapidly.

The existing allocation formula for dislocated worker training pro-
grams should be amended in the following manner:

"A state's share of national appropriations under this section of
the act will be based on its relative share of the annual average
number of UI claimants during the previous 24 months whose last
jobs were permanently eliminated as a result of a layoff, a major
reduction in force, a plant closing, or a corporate restructuring
effort."

These specific members of the unemployed, i.e., permanent job los-
ers, are the primary target group of dislocated worker training programs.
The UI claims data capture information on the reasons for the termina-
tion. The UI claims data also represent a complete count of the insured
unemployed on continuing claims. There typically is no sampling error
in this data which is also quite current. The act allows the U.S.
Department of Labor to reserve 20 percent of the appropriation for
funding state and local areas adversely affected by mass layoffs or plant
closings. This national pool of discretionary monies would allow the
Labor Department to respond to temporary surges in dislocation in any
given set of states..

The existing formula for distributing youth program monies among
states should be amended to read as follows:

"Youth program appropriations will be allocated to states based
on their relative share of the national number of 16-21 year-old
youth in each of the following two groups over the most recent
three calendar years:

rr.
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one-half on the basis of their relative number of economically dis-
dvantaged 16-21 year-olds
one-half on the basis of their relative number of out-of-school
youth, 16-21 years old, who lack an associate's or higher aca-
demic degree."

Allocating youth monies on the basis of these two target groups is

considerably more supportive of the underlying mission of youth pro-
grams as stated under WIA Title I. Use of three years of CPS data to
estimate the size of these two groups at the state level is needed due to

the small sample sizes for any one year. However, the use of more
recent CPS data is far more appropriate than continued reliance on out-

dated 1990 census data. The March CPS surveys which include a work
experience and income supplement can be used to measure the first

group while the monthly CPS surveys can be used to measure the sec-
ond group. When the findings of the year 2000 census become avail-
able early in the next decade, they should serve as the basis for allocat-

ing youth program monies.

These proposed changes in the WIA allocation formulas will become
relevant only when Congress sees fit to amend the act, but should be
discussed during the next two years as the U.S. Department of Labor

studies the adequacy of existing allocation formulas.

Evaluating Our Proposed Training Policies

Advocating the preparation of disadvantaged and dislocated workers

for employment in higher level occupations incurs the substantial risk
of promoting the selection of only those trainees who, though meeting

the eligibility requirements of the law, have demographic and human
capital characteristics more like the current incumbents of those occu-
pations, thereby screening out the less literate members of the eligible

population. Unfortunately, that has clearly been the tendency under
JTPA in recent years as Table 17 shows. Those terminees with the
weakest math proficiencies in each educational subgroup were the most
likely to receive only objective assessment services. For instance, 29

percent of those terminees lacking a high school diploma and possess-

ing less than 7th grade math proficiency received only objective assess-

ment whereas that was true of only 20 to 21 percent of those with math

57



WIA's POTENTIAL FOR OVERCOMING POVERTY 47

proficiencies at or above the ninth grade. Other low education termi-
nees received only job search training or basic skills training The pro-
portion of terminees receiving no more than objective assessment, basic
skill training, work experience or job search training varied as follows:

55 percent of those lacking a high school diploma and having
math proficiencies below the seventh grade
35 percent of those with a high school diploma and math profi-
ciencies between the seventh and eighth grades
27 or 28 percent of those with 12 or more years of schooling and
math proficiencies at or above the ninth grade
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those of lesser qualification and capability to bring them to the point
that they can indeed compete in the labor market at more rarified levels.

The intent is not simply to raise the literacy skills and education lev-
els of those admitted into training programs but to enhance the employ-
ment and earnings capabilities of those who complete such training.
Inevitably, that approach will increase training costs per enrollee and
reduce the numbers who can be trained within any specified level of
appropriation. Hence, the advocated shift to a higher skilled set of train-
ing occupations must be accompanied by a careful evaluation of the
impacts of such policy changes to test the following:

The demographic, socioeconomic and human capital characteris-
tics of those served before and after the shift in the occupational
mix of training programs
The occupational areas in which classroom training and OJT are
provided
The completion rates for these training programs
Job placement rates before and after the change in the mix of
occupations for training
Placement wages, both hourly and weekly
The percent of job placements in training-related occupations
Retention in such jobs 90 and 180 days after initial job placement
Annual earnings over a three-year period following termination
The costs per trainee, per job placement, and the wage-weighted
placement

Ideally, we should be able to compare the before and after benefits
and costs of these training strategies. Longer training for more highly
skilled and higher paid occupations will be more costly, but should pro-
duce a more favorable stream of economic benefits to workers, employ-
ers, and the society at large in such consequences as higher real output,
lower cash and in-kind transfers and higher tax revenues at the federal
and state levels.

Conclusion: WIA has many weaknesses as a vehicle for promoting
family-sustaining earnings among those currently living in poverty or
facing that eventuality through job loss. Amendments to the law need-
ed to make that objective more readily attainable have been cited.

6
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Nevertheless, the act as it now reads can be used effectively as an anti-
poverty tool by states willing to combine its resources imaginatively
with those of other federal and state programs.



Chapter Five

Toward a State-Driven Workforce Investment Policy

WIA Alternatives

A state can choose to slavishly follow the prescriptions and pro-
scriptions of federal laws, irregardless of their consistency with state
policies and needs, or, without violating such federal laws, the state can
adroitly use the federal resources provided to pursue the state's own
policy preferences, including those of workforce investment. The
Workforce Investment Act can be perceived as a highly prescriptive law
requiring:

mandatory one-stop career centers
mandatory progression of services from core services to intensive
services to training services
mandatory individual training accounts (ITA)
universal access without eligibility requirements
negotiated performance systems
strict service provider eligibility requirements

and forcing states and localities into a lockstep system identical
throughout the nation regardless of local need. However, from experi-
ence emerges the lesson that one size never fits all, especially if the one
size pattern was cut in the nation's capital rather than in the field of
experience. While emulation works, mandated replication robs local
workforce investment programs of the ability to be flexible. And with-
out flexibility, programs lose responsiveness and the ability to adapt to
changing needs of workers, jobseekers and employers in the local juris-
diction.

On the other hand, WIA might be viewed as a small bundle of addi-
tional resources affording states and local areas windows of opportuni-
ty. Many of these windows relate to portions of the law that at first
appear to confine and restrain state and local flexibility. For instance:

6 3



52 A SECOND CHANCE FOR THE FOURTH CHANCE

One-stops are mandated, but local areas may also "make pro-
grams, services, and activities...available...through a network of
affiliated sites that can provide one or more of the programs, serv-
ices, and activities to individuals...at an affiliated site that consists
of a physical location or an electronically or technologically
linked access point; and may have a specialization in addressing
special needs, such as the needs of dislocated workers (Section
134(b)." Thus, multiple options are open.

Individual training accounts must be used for all training servic-
es, according to Section 134(d)(4)(G). Yet the Local Workforce
Investment Board can opt not to use ITAs when the "training is
on-the-job training provided by an employer or customized train-
ing; (or) the local board determines that there are an insufficient
number of eligible providers of training services in the local area;
or the local board determines that there is a training services pro-
gram of demonstrated effectiveness offered in the local area by a
community-based organization or another private organization to
serve special participant populations that face multiple barriers to
employment (Section 134(d)(4)(G)." Proven training programs
need not be at risk of destruction by consumer choice. Also, as
noted earlier, an ITA constructed at consumer choice but with the
advice of a knowledgeable mentor is not a startling concept.
Again, the options are many.

Will mandated universal accessthe guaranteed right of every
person regardless of their income status to obtain core, intensive
and even training services under WIArob the poor of desper-
ately needed services? Section 134(d)(4)(E) responds that, even
though universal access is required for all services and maintained
for core services, "in the event that funds allocated to a local area
for adult employment and training activities (and intensive serv-
ices)...are limited [as when won't they ben priority shall be giv-
en to recipients of public assistance and other low income indi-
viduals for intensive services and training services." Hence uni-
versal access could conceivably absorb all available resources a
the core service level, but once past that point, the interests of the
poor are protected.

6 4
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Though training supported by WIA funds is stated to be available
only to those unable to obtain or retain employment without train-
ing, the list of fundable training includes skill upgrading and
retraining, suggesting that the training of incumbent workers was
contemplated by the act's authors. How that apparent conflict in
language will be resolved remains to be seen.

These and other exceptions provide windows of opportunity in the
seemingly prescriptive wall of mandates the law constructs. These
windows of opportunity allow imaginative state and local workforce
investment boards (WIB) to let in the fresh air of flexibility and cre-
ativity in program design and operations, thus avoiding some of the pit-
falls of a nationally-imposed model. What are some of those windows
of opportunity if a state or local WM is driven by commitment to guide
each household to the achievement of family-sustaining earnings, here-
in defined as initial placement at 133 percent of poverty and eventual
attainment of 165 percent to 200 percent of poverty, depending upon the
number of potential earners?

Resource Availability

It is our basic premise that the employment and training experience
has been marred by an inadequacy of funding related to the quantity of
eligible applicants for training, leading to short-duration for minimal
skills. WIA will not add appreciably to available resources in the fore-
seeable future, the first fiscal year offering only a small percentage
increase in dislocated worker funding, an added $250 million for com-
petitive youth opportunity grants and no increase over JTPA for non-
dislocated adults. Any improvements will have to come in the use made
of the WIA funding available and its coordination with other federal and
state funding sources.

Exploration of those possibilities should begin with recognition of
the small proportions of JTPA funding that ever arrived at the skill train-
ing classroom. Under the rules, 77 percent of JTPA Title II-A funding
was passed through to the service delivery areas of which at least one-
half was to be spent on actual training. However, training included not
only remedial basic education and skill training but also case manage-
ment, assessment, counseling, job search training, vocational explo-

5



54 A SECOND CHANCE FOR THE FOURTH CHANCE

ration, work experience and the use of technology for job preparation.
Title III allowed as much as 50 percent to be reserved at the state level
for administration of rapid response and basic readjustment efforts in
response to major plant closings. Of the at least 50 percent that was to
be passed on to the local level, at least one-half had to be spent on
retraining, but retraining could include such activities as out-of-area job
search and relocation. When Table 2 reveals that nearly one-half of
Title II-A enrollees received occupational skill training in a particular
year, that does not mean that as much as one-third of the appropriated
funds actually arrived at the training institution.

Herein lies a potential WIA window of opportunity for the one-stop
career center and its one-stop partners. If a real collaborative working
relationship is forged among one-stop partners such as vocational, adult
and post-secondary education, state administrators of Temporary
Assistance to Needy Families (TANF), the public employment service,
administrators of federal and state housing programs, Community
Service Block Grant administrators, vocational rehabilitation agencies,
and state and local corrections agencies, the aggregate resources avail-
able can be substantial. WIA workforce investment systems (Title I) are
to include core, intensive and training services, the first category being
primarily placement related, the second counseling and the third the
acquisition of knowledge and skills. WIA funding can be used for any
of those purposes but the act is silent as to the distribution of expendi-
tures among them. At the same time, Wagner-Peyser funds are the tra-
ditional support for what WIA calls core services. The equivalent of
WIA's intensive services can be and is supported by education, voca-
tional rehabilitation, Wagner-Peyser and TANF monies. Occupational
and related training is a major assignment of federal Carl Perkins and
other vocational and technical education support, Pell Grants, vocation-
al rehabilitation and so forth, with even larger input from state and local
education budgets, private schools, colleges and universities, and pri-
vate employers. Working through the memorandums of understanding
required of one-stop partners under the act, suppose one state chose to
spend its WIA allocations on core and intensive services, relying on
education funds to support training. Another might rely on its one-stop
partners for labor market information, placement, counseling and test-
ing services, remedial basic education and so forth and conserve its
WIA funds to be spent on classroom occupational skill training, leaving

6 ro
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on-the-job training to cooperating employers. Thus, despite its training
as a last resort structure, under the right circumstances the portion of
available funds allocated to skill training after WIA might turn out to be
larger in many states than was true with JTPA.

Any other combination is possible. A few states have begun invest-
ing some unemployment insurance trust fund moneys in training on the
presumption that the incidence and duration of unemployment is
reduced thereby and monies saved. The Massachusetts legislation com-
mitting up to $20 million per year from the UI trust fund for incumbent
worker training is an example. There is also a wide range of state leg-
islative appropriations and other revenue sources allocated to education
and training for special groups. Also, if the state is to buy into the
longer-term, higher wage objective, more attention will have to be giv-
en to such necessities as child care and family subsistence. Only at the
state and local level can all of those sources be coordinated and target-
ed toward workforce development.

A State-Driven System

Thus, WIA may create an enhanced ability for a state to shape how
workforce development programs are designed. The opportunity exists
for the state to use some of its newfound influence to encourage and
push local areas to provide more intensive and extensive training and
education services at the local level supported by local education funds.
One of the key leverage points in shaping the entire system is the state's
role in developing the overall performance accountability system. In
this new system specified by WIA, the state is the middleman, negoti-
ating with Local Workforce Investment Boards and local elected offi-
cials for the establishment of local performance outcomes and then
negotiating with the federal government for the state's performance lev-
els. For example, the core indicators of performance are:

1. Entry into unsubsidized employment
2. Retention in unsubsidized employment six months after entry into

the employment
3. Earnings received in subsidized unemployment six months after

entry into the employment
4. Attainment of a recognized credential relating to achievement of

6-7
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educational skills, which may include attainment of a secondary
school diploma or its recognized equivalent, or occupational
skills, by participants who enter unsubsidized employment or by
participants who are eligible youth 19 through 21 who enter post-
secondary education, advanced training, or unsubsidized unem-
ployment.

By placing a higher level of incentive payments on standards three
and four and a lower level on standard number one, the state sends a
clear message that education and training is desirable. By further defin-
ing what constitutes "a recognized credential" in a way that encourages
longer-term endeavors, the state can strengthen the signal that intensive
training and educational services are important.

But the state role relative to the performance system may extend fur-
ther. Section 136(b)(2)(C) of the act empowers the state to adopt addi-
tional performance measures. Specifically, the law states: "A state may
identify in the state plan additional indicators for workforce investment
activities authorized under this subtitle." Additional indicators could be
designed that are more directly related to training and education. For
example, the state could adopt an additional indicator that measures the
relative proportion of resources spent on training and education. It
could use an indicator that focuses on the length of training as a proxy
for encouraging training intensity. Training in occupations shown by
occupational employment statistics to carry, on the average, wages
commensurate with chosen earnings targets or placement at such wages
are alternative performance measures encouraging the desired choices
by program operators. There are literally hundreds of specific options
available for states that will send the message as to what local perform-
ance is expected to achieve. What soon-to-be-released federal regula-
tions will do to specific ones of these options remains to be seen, but
overall there is no reason to expect the state's ability to use the per-
formance accountability system to shape local programs to be dimin-
ished.

Comparing the distribution of funding under JTPA and WIA pro-
vides another indication of the additional state leverage made possible
by the new act. (Table 18). This example assumes that a state that
obtained $40 million under JTPA will obtain the same overall level of
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funds under WIA. But, while the overall level of funds will remain the
same, the governor will gain control of approximately 5 percent more
of the total. WIA will furthermore offer a huge 70 percent gain in the
administrative funds that are potentially available to the governor.
Moreover, the state will gain a newfound flexibility in the use of funds
under WIA. With JTPA, the state funds were carved up into little
parcels that had very targeted purposes. Not only does WIA essential-
ly pool all of the governor's money, it even provides the governor with
the ability to merge the funding streams. For instance, governors who
may want to prioritize youth activities can use their share of adult mon-
ey for more youth programs and vice versa. This provides the governor
with many options such as:

using state funds to directly operate education and training pro-
grams in cooperation with local WIBs
directly channeling funds to local WIBs for education and train-
ing, or
establishing a pool of state challenge grant funds for locals to tap
into who agree to provide more training and education services

Of course, WIA offers an essentially fixed pot of money, allocated to
the state based on criteria already discussed. Therefore, the gov-
ernor's gain is the local WIB's loss. Table 19 illustrates differ-
ences between JTPA and WIA flows at the local level. While the
local areas lose only a minor amount of their total resources, they
suffer a huge decrease in funds available for administration. But
often opportunity is born of misfortune. There is no prohibition
against a state sharing its administrative funds with local areas
within the state nor is there any legal obstacle to exacting a price
for that sharing. That price could well be a commitment from the
locals for a higher level of expenditure for education and training,
not only of WIA dollars but other resources as well. This is only
one example. The point is that, under the new legislation, the
state has the power to use its administrative role and its newfound
fiscal flexibility to shape local program design.
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So, Is Training To Be The Last Resort?

That brings us full circle to the argument that WIA is driven by a
work-first philosophy which discourages training, relegating it to the
position of service of last resort. A tri-level service structure that
involves three distinct levels of servicecore, intensive and training
is required in each local area. A person starts out at the core level and,
if unable to obtain a job (or one commensurate with self-sufficiency)
passes to the intensive level and then, if still unable to find employment,
into eligibility for training services. The goal of each of these levels is
to assist the customer to obtain a job. By requiring that people undergo
each level of service as a condition for eligibility for the next level de
facto meansgiven the current state of the national and most local
economiesthat most people will obtain jobs and never reach the train-
ing services level. But that does not necessarily mean that WIBs and
one-stop operators will be required to force people to take any job
regardless of how it effects their abilities to support themselves and
their families in the future. It is unlikely, though not impossible, that
Congress will, at an early date, readdress WIA and change the offend-
ing training services language as herein recommended. If not, such may
occur at the next time the act is given congressional attention. It is less
unlikely that the Department of Labor will use its regulation writing
assignment to define the obstacle away.

But assuming no change in the existing language within, say, the
next two years, what risks might a state face if ittook the matter into its
own hands? States, for instance, require recipients of unemployment
compensation to search for and accept jobs, but administratively limit
that obligation to jobs having some reasonable relationship to the recip-
ient's normal employment, both by occupation and earnings. Can such
precedent be applied to tie the WIA training limitation to a job that pro-
vides for self-sufficiency in some sense? If a state were to define
employment in (4)(A) terms to necessitate a wage at least equivalent to
the poverty line on a full-time, full-year basis, what federal auditor
would have the authority to penalize application of that definition?
What court would be likely to deny the state's right to that definition as
long as federal WIA regulations do not define the term in counter fash-
ion? As another option already noted, the (4)(D) listing of training serv-
ices available under WIA includes "skill upgrading and retraining."

to!!
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Who are to be the recipients of those services? Obviously, those recip-
ients would have to be incumbent workers. Why not then accept a
work-first job at low wages and then undergo skill upgrading and
retraining to prepare for advancement in that workplace or transfer to
another at higher wages? The courageous state or local WIB will iden-
tify many such opportunities and many clever state and local staff are
probably already laying awake nights exploring alternatives.

A Dose of Reality

But a dose of reality offers other alternatives. With the potential
demand for core, intensive and training services posed by the youth
population, welfare reform, immigration and other workforce chal-
lenges cited earlier, the appropriations likely for WIA cannot begin to
meet the services needed. JTPA's enrollment of 1 percent of those eli-
gible, already noted, will be even further diminished because everyone
is eligible. Every WIA dollar could well be spent just covering core and
intensive services with little if any left for training the most under-pre-
pared of the unemployed. The issue of training incumbent workers or
providing longer-term training for advanced occupations with WIA
funds need never arise. That state which does not choose to challenge
the interpretation of the act's language can just as well use WIA fund-
ing for those services clearly within congressional intent and rely for
longer-term and more advanced training on Carl Perkins, Pell Grant and
state-funded sources. The essential state commitment should be that no
worker willing to make the effort to upgrade his/her skills should be
denied the opportunity to do so, state appropriations or loan funds sup-
plementing federal resources to the extent necessary to make that pos-
sible. No state economy will suffer in the long-run from such a policy,
given demonstrated returns on human capital investments. Once again,
the one-stop and its partnerships offers a promising vehicle for joint
decisions under that cooperative approach.

75



Chapter Six

Rescuing Our Fourth Chance Recommendations

Our January 1998 recommendations addressed the family-sustaining
earnings goal in the context of proposed legislation then before the
United States Congress. How applicable are those recommendations fol-
lowing the passage of the Workforce Investment Act? Recommendations
from A Fourth Chance for Second Chance Programs are provided in ital-
ics, followed by discussion of their continued vitality.

The Vision

"Where there is no vision the people perish; but he that keepeth the
law, happy is he." The biblical author should have added, "Where
there is vision, the people flourish."

We noted the absence of a meaningful statement of findings and pur-
pose in either of the bills then before the House and Senate. WIA sub-
sequently emerged with no overall statement of purpose and only gen-
eral and sometimes vague and conflicting statements of purpose for var-
ious subtitles. These provide little if any meaningful guidance for those
at the state and local level charged with implementing the act. For
instance, the statement of purpose for the Statewide and Local
Workforce Investment Systems subtitle of Title IWorkforce
Investment Systems asserts only that:

The purpose of this subtitle is to provide workforce investment
activities, through statewide and local workforce investment sys-
tems, that increase the employment, retention, and earnings of
participants, and increase occupational skill attainment by partic-
ipants, and, as a result, improve the quality of the workforce,
reduce welfare dependency, and enhance the productivity and
competitiveness of the Nation.

That general statement of purpose, except for the reduction of wel-
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fare dependency clause, seems to be out of synchronization with WIA's
apparently strict limitations of training to those not able to be placed in
jobs through the use of core and intensive services. However, the
absence of a national mission statement opens the way for each state to
develop its own more specific and comprehensive mission statement
with clearly articulated goals and objectives. Each state is required by
the act to develop its own five-year state plan. Each such plan should
include a statewide mission statement that will more clearly articulate
the goals and objectives of the state and local workforce investment sys-
tems, the strategies to be employed to achieve those goals and the per-
formance measures that will be used to track state and local progress.
As we emphasized in The Fourth Chance for Second Chance Programs,
those goals should focus on high skill, high wage employment out-
comes consistent with family-sustaining incomes. Doing so will require
some combination of:

amending the act to allow training for those whose skills are inad-
equate to achieve self-sufficiency
writing rules and regulations that will substantially soften, if not
eliminate, the current limitations on training access
developing state-level policies which integrate WIA with other
federal and state-sponsored workforce development to provide
adequate training and work experience

The Formula

The essential formula is for each state to:

1. Assure that its first chance education system is as sound as possi-
ble and serves the educational needs of students from all walks of
life.

The Workforce Investment Act does not address this recommenda-
tion, but it is relevant to, though not limited to, the second chance which
follows when the first chance fails. WIA provides separate funding for
adult literacy and education programs and the statement of purpose
notes that activities under the act's Title II should help prepare enrollees
for employment and self-sufficiency. However, the act does not provide
a definition of self-sufficiency. The educational and literacy proficien-
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cies required to gain access to jobs which could meet proposed wage
standards should be identified by each state. Existing national studies
based on the National Adult Literacy Survey which attempt to relate lit-
eracy and numeracy proficiencies to specific occupations should be
consulted in this regard.12

2. Tailor an out-of-school, out-of-work youth program to fit local
circumstances guided by the principles set forth in A Generation
of Challenge.1-5

The principles espoused for youth programs in that volume in this
series were:

Personalized mentoring of each youth by at least one adult who
has a strong stake and interest in the youth's labor market success
Related to the employment objectives of such initiatives, the pro-
gram must have:
Strong and effective connections to employers
Among its highest priorities placement of the young person into
a paid position with one of those employers as soon as possible
The initial placement should be viewed as a first step in a con-
tinuing long-term relationship between the youth and the program
to advance the young person's employment and income potential
Provide to the youth at each step of the way the opportunity and
the means to improve his or her educational, skills and training
certification
Provide support and assistance over a substantial period of time
which may involve several jobs or further education and training,
including on-the-job training
Maintain for the youth effective connections with external
providers of basic supports such as housing, counseling, medical
assistance, food and clothing
Maintain an atmosphere buttressed by specific activities that
emphasize civic involvement, community service and leadership
development and discourage engagement in criminal activities

The Workforce Investment Act does not require the application of
such principles for its youth programs but facilitates such an application
by requiring a Youth Council subgroup to each Local Workforce



66 A SECOND CHANCE FOR THE FOURTH CHANCE

Investment Board, a youth portion to each local plan, and recommen-
dations and coordination of youth activities across the full array of serv-
ice deliverers. Indeed, The Generation of Challenge principles are
clearly reflected in the declaration of purpose under Section 129: Use of
Funds for Youth Activities:

(1) to provide to eligible youth seeking assistance in achieving aca-
demic and employment success, effective and comprehensive
activities, which shall include a variety of options for improving
educational and skill competencies and provide effective connec-
tions to employers;

(2) to ensure on-going mentoring opportunities for eligible youth
with adults committed to providing such opportunities;

(3) to provide opportunities for training to eligible youth;
(4) to provide continued supportive services for eligible youth;
(5) to provide incentives for recognition and achievement to eligible

youth;and
(6) to provide opportunities for eligible youth in activities related to

leadership development, decision-making, citizenship and com-
munity service.

Missing is only the preference that such youth programs encompass
all youth who are both out of school and at risk rather than be limited to
youth from families with poverty incomes, especially in light of the pre-
viously identified deterioration of the income standards represented by
the existing official poverty levels.

3. Add substantive state funds to devolved federal training funds,
assuring that neither tuition costs nor a shortage of education and
training slots will ever stand in the way of a needed second
chance at employability development. A state match to expanded
federal training funds, including the waiver of tuition at regional
vocational centers and community colleges, could be required
with such foregone tuition counted toward that match. Allow dis-
advantaged youth and disadvantaged and dislocated adult work-
ers access to training supported by Carl Perkins funds as well as
by what have been JTPA funds.

The Workforce Investment Act did not address this recommendation,

75
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but there is nothing in federal law to prevent a state from doing what is
recommended. Carl Perkins funds can be used for training disadvan-
taged and dislocated workers as long as they enroll in education institu-
tions and programs supported thereby. The main difference is that Carl
Perkins funded vocational education is usually of longer duration with
more academic content than that funded by JTPA and its predecessors.
However, that is all to the good if the trainee has the financial staying
power to make the longer duration of training possible. Access to Pell
Grants and other financial supports makes that a viable alternative. The
objective is to make possible sufficient skill training to allow a greater
proportion of the participants to qualify for well-paid jobs. WIA is
clearly intended to be no more than subsidiary to this long-term objec-
tive. However, the (4)(B)(i)(II) language opening the WIA door to
those who "require assistance beyond the assistance made available
under other grant assistance programs" certainly invites ingenuity in
either parallel or sequential packaging of various resources in pursuit of
the long-run goal of self-sufficiency for each individual willing to be
mentored to it.

In the absence of such ingenuity, the new act might be destined to
become the trainer of last resort for those limited to such last resort
training. Its provisions may require state initiatives to maintain or
rebuild training momentum. A number of states, including most recent-
ly Massachusetts, have passed legislation authorizing the use of certain
portions of unemployment trust fund moneys to be allocated to various
types of employment and training activities, particularly for incumbent
workers. The Massachusetts legislature passed a bill over the gover-
nor's veto, eventually allowing up to $20 million per year to be used for
"incumbent worker education and training." Notably, the inclusion of
"skill upgrading and retraining" among the training services authorized
by Section 134(b)(4)D) implies that WIA funds can also be used for
incumbent worker training. However, with the limited monies likely to
be available under the Workforce Investment Act and the priorities giv-
en welfare reform-related training under it, states which want to mount
a meaningful second chance training program for others among the
unemployed and those out-of-the labor force, as well as current job
incumbents, will have to launch and fund their own workforce invest-
ments as well.
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4. Provide at one-stop career centers the availability of knowledge-
able and perceptive case management from compassionate and
able people who know the passwords to the available resources
and the realities of the job market and have the support of the
employers who drive that market. These case managers must be
effective labor market intermediaries, not just psychological
counselors or bureaucratic paper shufflers.

The act requires the development of one-stop centers in all states but
it is silent on how they are to be organized or staffed. As noted in two
recent Levitan Center publications, The Emerging Workforce
Development Systems and The Public Employment Service in a One-
Stop World,14 those states which have developed one-stop centers on a
pilot basis have generally moved in a case management direction. That
is, they have attempted to recruit or train staff knowledgeable about the
full range of services available to their clients and dedicated to helping
them tailor a package of services to meet their long-term needs and
guiding them until career jobs at target family-sustaining wages have
been attained. The term, case management, is often subject to misin-
terpretation. What is sought is not staff who can manage other people's
lives but knowledgeable counselors who have all of the relevant infor-
mation and the finesse to fully portray alternatives, offer encouragement
and motivation, and assist the client to make his or her well-informed
personal decisions. Mentoring is more relevant than managing.
Recruiting, training and retaining such staff with the desired expertise is
no small assignment. The one-stop system has not yet been adequately
evaluated and several states which have moved in that direction are
struggling to make their one-stops effective. Nevertheless, the one-stop
concept is a sound one and states should persist until they have turned
the vision into reality.

Case management as defined here is a reasonable complement to the
inclusiveness of service access contemplated for the one-stops. The
Workforce Investment Act encourages the long-term case management
approach in its Section 129 (b)(3) and (c)(1) and (2) youth activities.
Section 134(c)(4)(G), Use of Individual Training Accounts, also could
be used for that purpose, though its actual purpose is to facilitate
vouchering, itself a suspect and unproven approach when applied to the
disadvantaged. Nevertheless, there is no reason that an Individual

'
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Training Account developed by an individual who has been guided by
a knowledgeable and effective case manager should not be as realistic
as dictated enrollment in a course of study designed by staff without
trainee consultation. Nothing in the act seriously impedes the devel-
opment of an effective case management and mentoring system, leav-
ing the choice to the states and localities for whom it is an appropriate
challenge.

5. Enlist the cooperation and support of private and public employ-
ers in providing meaningful on-the-job training in response to
wage subsidies, apprenticeship training accompanied by publicly
supported related instruction, and unsubsidized internships,
allowing these to be interspersed with periods of classroom train-
ing, and offering mentoring from supervisors and more experi-
enced employees until the formerly disadvantaged new employee
is thoroughly integrated into the workplace.

A reasonably broad definition of allowable training services is pre-
sented in the act. Training services under the act are defined to include
occupational skills training, on-the-job training, customized training
and programs that combine workplace training with related instruction.
OJT and customized training are freed from limitation to individual
trainee choice through Individual Training Accounts. Hence this rec-
ommendation is facilitated though not required.

6. Be provided with additional federal funds to elicit employer sup-
port for this intensified on-the-job training initiative, including
apprenticeship, allocating current JTPA funding for classroom
skill training activities which will be interspersed with it.

This proposal was not addressed by WIA, but is certainly within the
reach of any state which wanted to use WIA funding for OJT and other
resources for classroom training, or vice versa. The important point is
to make remedial basic education, classroom training and OJT partners
rather than alternatives. Throughout the experience of MDTA and
CETA, and more recently under JTPA as noted in Table 3, on-the-job
training has resulted in higher placement rates but lower placement and
follow-up wages than classroom training. The high placement rates
have been achieved by simple retention once placed on the job, but the
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lower wages for OJT terminees and the absence of any substantially
positive relationship between placement wages and length of training
are an indication that the OJT process has been more involved with
"buying" a job for a disadvantaged worker than persuading an employ-
er to prepare a disadvantaged or dislocated worker for a skilled job.

One of the basic problems in extending OJT has been employer
reluctance to make the hiring commitments required unless confronted
by tight labor markets. Other concerns have been the reluctance of
many program operators to develop the staff capabilities needed to
implement any extensive OJT effort and the vulnerability to federal
audits. Training program operators have also been at fault in that, as
long as all of the available funds could be used for classroom training,
they had little strong reason to persuade employers to undertake OJT.
Having some fundK allocated specifically to OJT would provide that
incentive, especially at the current low unemployment levels.
Aggressively pursuing sequences of classroom and OJT would likely
reduce employer reluctance as well as improve the quality of the train-
ing since the employer would not have to take on a totally unskilled
employee and provide the most rudimentary and expensive initial expo-
sure. That would also mean that OJT could be used for higher level
occupations, more akin to apprenticeship, rather than its frequent role of
subterfuge for subsidized hiring for low-skilled jobs. Under WIA,
states are not prevented from alternating classroom and on-the-job
training and should do both to provide a source of subsistence for
trainees undergoing longer-term training and to improve the quality of
training.

7. Bring adult remedial education funds into the state workforce
development entities to assure the integration of such education
into the employability development process and greater account-
ability for the petformance of such programs.

As noted earlier, basic education by itself under MDTA, CETA,
JTPA and welfare-to-work activities has not often been found to have
significant positive employment or earnings impacts. Many eligible
participants under JTPA Title II-A and H-C programs have limited read-
ing and math skills but do not receive basic education during the course
of their participation. Many who received basic education did not have

E3
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it integrated with skill training where it would be most productive. The
new act did not require adult education and literacy authority to be
transferred to state workforce development agencies, but they were at
least brought under the purview of state and local workforce investment
boards, perhaps to facilitate cooperation with the education agencies
responsible for such services. However, integration will never be ade-
quate until the second chance skill training and second chance educa-
tion are planned and administered under common authority. Since fed-
eral legislation is unlikely to accomplish this purpose, states should
assure the integration of the basic education and literacy with skill train-
ing under the act and should also devise means for evaluating the joint
results of such efforts. Exercising the unified state plan choice offered
by WIA Title V Section 501 would be a step on the way.

8. Identify in consultations between jobseekers and case managers
those occupations for which preparation is attainable after no
more than two years of post-secondary education and training,
yet pay is adequate for initial placement at 133 percent of the
poverty line with advancement to 165 percent to 200 percent of
poverty over reasonable periods of time. Where such earnings
levels are impractical under local labor market conditions, estab-
lish and pursue maximal income targets consistent with prevail-
ing earnings circumstances.

This was our key recommendation, designed to turn JTPA and its
successors into a source of training that would prepare workers for fam-
ily-sustaining wages. The occupations capable of producing those earn-
ings levels within achievable training durations are listed in Appendix I.
Unfortunately, the act's current training provisions for adults discour-
ages rather than encourages this goal. The limitation that training occur
only when "core" and "intensive" services short of training fail to result
in placement based on the individual's existing skills would imply that,
as long as low-skill and low-wage jobs exist, only those who cannot
qualify for even the most rudimentary entry-level job can be trained. Of
course, a state could choose to enroll those unplaceable candidates and
train them as long as necessary to prepare them for higher wage occu-
pations. However, it would be necessary for most of those to include
some work experience in a long training sequence, while those already
placeable at prevailing but low wages would be precluded from upgrad-
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ing their skills through WIA funding. Carl Perkins Act, Pell Grants or
other state funds would have to be used for such trainees. We earlier
proposed that rules and regulations should be developed allowing states
to identify family income levels consistent with economic self-suffi-
ciency and authorize the training of persons currently not qualified to
earn such an income, rather than limiting training to the nonplaceable.
Absent that, we have recommended approaches by which states can
achieve adequate workforce investment goals, despite WIA's limita-
tions. WIA funding would never be sufficient to carry the load at best.
Pursuit of adequate earnings capability must enlist a wide range of
resources into which WIA can be usefully fit.

9. Put together for each individual able and willing to make the
required effort for a second chance at a family-sustaining income
a package of remedial education, classroom and on-the-job
training, work experience and subsistence payments capable of
achieving that long-sought goal.

As noted, this could be done by state choice but only for those adults
not capable of being immediately placed in any occupation. However,
one reason for this recommendation was recognition that many disad-
vantaged adults and dislocated workers are precluded from longer-term
training for lack of subsistence income while undertaking training. One
of the commendable provisions of the Workforce Investment Act is the
authorization for "needs-based payments" if a state chooses to use some
portion of its allocations for that purpose. Some combination of sub-
sistence payments, including UI benefits for those whose jobs hay
been permanently eliminated, greater use of Section 30 training provi-
sions that allow an extension of UI benefits for those enrolled in
approved training courses , and interspersing of on-the-job training with
classroom training will be essential if any but public assistance recipi-
ents and those in families having other earners are to be trained.
Making subsistence payments contingent upon outstanding perform-
ance in education and training activities is an approach worthy of test-
ing. Similarly, all trainees receiving extended UI benefits should also
be required to meet prescribed attendance and performance standards in
order to receive such benefits while enrolled in training.

10. Continue case management, counseling and job placement
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services as long as desired by the recipient until the long-term
objective of a family-sustaining income is achieved.

Though clearly not required by the law, there is nothing in the act's
provisions to prevent a state from following this policy, though it must
be recognized that per enrollee costs would likely rise, requiring either
reduced enrollment levels or supplementation with state funds. In the
absence of sustained and higher levels of training investments, no local
or state workforce investment board can expect to appreciably impact
the long-term earnings of participants. Too often, desired earnings out-
comes are not realized due to unrealistic expectations about the impacts
of limited training investments. This can be seen in the recent U.S.
General Accounting Office national study of JTPA earnings impacts for
adults in Title II-A programs. This 1996 study focused on the post-pro-
gram employment and earnings experiences of adult men and women
and out-of-school youth who were assigned to JTPA Title II-A programs
but may or may not have enrolled in and completed training. Five years
of post-program earnings data were collected from Social Security earn-
ings records and compared with the earnings of a randomly assigned
control group who were denied JTPA services but often received edu-
cation and training services from other programs. The following con-
clusion was reached by examining the statistical significance of the dif-
ferences in annual earnings during the fifth post-program year:

Five years after expressing an interest in JTPA-sponsored job
training, individuals assigned to participate in the program did not
have earnings or employment rates significantly higher than indi-
viduals not assigned to participate.15

That conclusion was published despite the fact that the earnings dif-
ferences for female participants were positive and statistically signifi-
cant for each of the five years, whereas the earnings differences for
males were positive for all five years but only statistically significant
for the first four of the five years. No attention was paid to the cost-
effectiveness or economic efficiency of the limited investments in
adults. In contrast, 30 month post-program estimates by ABT
Associates of benefits and costs of JTPA Title II-A programs for men
and women showed statistically significant positive net benefits for
both participants and society.1° Over-expectation is also involved.
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Average net training costs per assignee for the JTPA study were only
$670 for men and $860 for women because of the short training dura-
tions, the high proportions of assignees who did not receive training,
and the relatively high fraction of control group members receiving
services elsewhere. Therefore, the annual average $540 earnings mar-
gins for women and $536 for men over that received by the controls
constituted a 54 percent and 96 percent return on investment, respec-
tively. Private sector returns on human capital investment, in contrast,
generally average around 10 to 15 percent.17

11.Use public assistance stipends to support single parent families
while the family head undertakes full-time classroom training,
interspersing that with paid work experience and on-the-job
training to extend the time period of available income support as
well as gaining needed skills. Seek federal funding for a system
of peiformance bonuses to help support families of trainees inel-
igible for public assistance while engaged in full-time classroom
training which can also be interspersed with on-the-job training
and periods of paid employment, both for work experience and
family subsistence. Clarify and maintain the availability of Pell
Grants for employability development efforts on behalf of those
otherwise eligible.

Use of WIA funding for financing training is specifically prohibited
under the act if the individual is eligible for Pell Grants. However, WIA
monies can be used to supplement Pell Grants in a variety of ways oth-
er than providing training if necessary. For instance, WIA funds could
be used to provide needs-based payments at the same time Pell Grants
were being used to support classroom training. Also, the two funding
sources could be used for serial training sequences on the way to more
advanced occupations, The remainder of this recommendation is not
addressed by the current act, being neither specifically authorized nor
prohibited. The state can do as it pleases, whether using federal funds
or augmenting those with state funds. The Pell Grant issue would only
seem to arise when Workforce Investment Act training is undertaken in
an educational institution entitled to administer Pell Grants, notably
community colleges and proprietary schools, and when the participant
is eligible for both funding sources. Training programs run by many
community-based organizations and other non-degree granting institu-
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tions are often not eligible for Pell Grant use. However, the communi-
ty colleges and private technical colleges are also the institutions most
likely to provide the longer-term, higher-skill training we advocate. Of
course, there is nothing to prevent states from enrolling some partici-
pants in training programs that will be funded under the Workforce
Investment Act and others with Pell Grants. The congressional authors
apparently thought of public assistance recipients, especially those
receiving cash benefits under TANF, as the primary targets of WIA
training with most undertaking training of short duration. Pell Grants
were apparently considered to be the resort of more traditional students
from low income families pursuing academic degrees. They failed to
recognize that the nature of current and projected occupational demand
and its impact on the wage structure lessens that distinction if econom-
ic self-sufficiency at incomes above existing poverty thresholds is in
fact the target. Longer-term training and education is becoming essen-
tial to gain access to jobs at family-sustaining wages.

12. Consistent with a self-reliance objective, provide subsidized
public or private earnings opportunities at the existing poverty
threshold for those not capable of being prepared for unsubsi-
dized employment while relying on the 20 percent exemption
under the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996, Supplemental Security Income and
state general assistance provisions for the few who cannot be
employed even under those conditions. The overriding goal of all
workforce development programs, however, should be to maxi-
mize employment opportunities for all of those able to work.

This appeal for subsidized employment and income support as the
really "last resort" was not within the tenor of the times nor within the
focus of the drafters of the Workforce Investment Act. There is, how-
ever, a clear need for states to consider how to address the income
requirements of those not able to obtain employment under prevailing
labor market conditions, even following remedial basic education and
skill training. Some states, including Minnesota and Wisconsin, have
utilized subsidized jobs for welfare recipients, and a few states are
experimenting with wage subsidies.18 Even in good economic times,
there are local labor markets characterized by high unemployment with
few job prospects for the economically disadvantaged. This issue will

ES
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become even more pressing as the national economy slows and fewer
new job opportunities become available.

Legislative Changes

To bring this vision to reality, the Senate and House conference com-
mittee in early 1998 will have to reach important compromises on their
1997 workforce development legislation. Both bills have their strengths
and weaknesses. The Senate bill lacks the vision of stated findings and
purposes while those specified by the House have too much concern for
program consolidation and too little for long-term enrollee outcomes.
The Senate bill has the provisions needed to allow the state to adapt
each trainee's program to the individual's and the job market's realities.
The House bill is more constructive in specifying a meaningful planning
process and an adequate evaluation of outcomes. Both appropriately
rely heavily on the emerging one-stop career centers which offer a
locale for the case management advocated herein.

The act as passed provides for individual training accounts which
would lend themselves to the individualized approach advocated in our
monograph. However, the potential value of that particular feature, as
so much in the act, is seemingly blocked by the apparent denial of train-
ing opportunities to anyone capable of being placed in any existing job.
Section 134(c)(4)(F)'s reference to "consumer choice requirements"
indicates voucher expectations. We are aware of no solid evidence from
past experience supporting the effectiveness of vouchers as a positive
force in the training of disadvantaged workers or even of dislocated
ones. However, the act's language does not require vouchering. It only
requires that consumer choice be "maximized" and that the local boards
make availablethe act does not say to whomthe state's list of eligi-
ble providers. There is ample room for counseling to assist both dislo-
cated and disadvantaged workers to make wise choices of training
provider and training occupation, subjects upon which too many of the
marginally employable who are the act's focus will be uninformed. The
consumer choice language is unlikely to dissuade jobseekers from wel-
coming such advice as offered. The state plan requirements of the bill
are admirable and can and should be supplemented by state and local
requirements. These could include the establishment of rigorously
defined state and local goals whose attainment can be measured with
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proposed performance measures and standards, the establishment of
specific criteria regarding eligibility for training and the attainment of
self sufficiency, specified requirements for information on the desired
annual and weekly earnings level of terminees and required information
on current and projected employment by occupational category and
skill needs to guide the selection of occupational areas for training.

All existing restrictions in both bills should be reconsidered to assure
that they serve essential purposes and do not block desirable local flex-
ibility. For instance, no useful purpose is served in saying that those
engaged in skill training are not simultaneously eligible for Pell Grants.

Perhaps enough has been said on this topic already. The targets
should be (1) to maximize the funding available to improve the employ-
ability of those already out of school and confronting a job market
which has not been kind to the undereducated and less literate, and (2)
provide funds to support the subsistence of those trainees with substan-
tial responsibilities for the financial support of themselves and other
family members. Not all applicants for training will meet the income
eligibility requirement of Pell Grants and not all training providers will
be certified to educate and train those who do. The important objective
is not to add to the obstacles which already exist, but to encourage inno-
vative uses of alternative funding streams to support an expansion of
high quality training.

Nor should any obstacle be imposed to packaging their various fund-
ing sources such as average daily attendance education funding, juve-
nile justice funding and free tuition to public postsecondary training
institutions along with any federal funding source relevant to workforce
investment, whatever the age and socioeconomic status of the recipient.

Since the act is silent on any funding source outside of the WIA
appropriations, other than Pell Grants, joint planning using those sup-
plementary funding sources is unimpeded and left to state discretion.
The option is left open to state and local initiative to undertake truly sys-
tem-wide planning of training activities. In fact the state unified plan
offered by Section 501 of Title V is just such an invitation.

Adult education and postsecondary vocational education monies

r 0
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should be integrated with the federal workforce development monies
and overseen by state and local Human Resource Investment Boards
and Councils.

The Workforce Investment Act requires that the planning for adult
basic education be coordinated with the activities of the same State
Workforce Investment Boards which plan for skill training. Integration
is not required but is certainly facilitated. The integration or even joint
planning of vocational education expenditures with Workforce
Investment funding was not required by the new act because of the
heavy and effective political opposition of vocational education forces.
Section 224(b)(11) of the act's Title II calls for a state plan for educa-
tional and literacy training activities under the act that will provide a
"description of how the adult education and literacy activities...will be
integrated with other adult education, career development, and employ-
ment and training activities in the state." This planning, however, is
most likely to be undertaken by a state educational agency, not by the
State Workforce Investment Board. Pell Grant administration is also
not subject to review by State Workforce Investment Boards, but closer
monitoring of the use of such grants would be desirable. Governors will
need to take a strong stand to guarantee integrated joint planning to
make all of the disparate pieces fit together. There is nothing in the act
to prevent states from doing exactly what we had recommended if polit-
ical resistance can be diverted. Title V's invitation to undertake a uni-
fied state plan is an open road to the type of integrated planning advo-
cated.

Current federal JTPA II-A funding should be devoted to classroom
training with states adding the guarantee that no one be denied train-
ing for lack of personal funds or the unavailabiliiy of federal funding.

That recommendation made sense only in connection with the coun-
terpart proposal for separate but equal funding for on-the-job training.
Actually, as noted, the effect of allowing WIA Title I funds to be spent
on core and intensive placement services as well as training is likely to
result in less funding being available for either classroom or on-the-job
training. Within the limits of what is left after core and intensive serv-
ices have been funded, a state can make its own choices as to how much
of the remainder to spend on classroom and on-the-job training. More
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relevant would be a state choice to invest more of its own funds in train-
ing of both types.

Performance bonuses should become an authorized use of classroom
training funds.

These performance bonuses were contemplated as a device for
simultaneously providing economic incentives for solid trainee per-
formance and providing a source of subsistence payments. Legislative
silence on the topic might prevent use of federal training funds in this
desirable way, though there is no apparent reason that the needs-based
payments allowed in the act could not be tied to trainee performance.
There is also nothing to stop states from providing their own monies for
participant performance incentives and using them for subsistence pur-
poses.

An amount equal to the current II-A funding should be authorized
and appropriated to underwrite on-the-job training and apprenticeship
which should be aggressively pursued and integrated with adult basic
education and classroom skill training.

This is still a worthy goal to be pursued at both federal and state lev-
els. The tight labor markets of the present offer a unique opportunity to
more actively involve employers and unions in the integration of class-
room and workplace training to the advantage of all. Such coordinated
and integrated efforts, however, have been seldom achieved under past
second chance training programs.

The language of the act emerging from conference should be consis-
tent in every way with the above vision.

Amen. It was not, but amendments and clarifying regulations are
possible. Absent those, states will have to adapt adroitly to use WIA
funds in concert with state resources and other federal programs to
accomplish their own workforce development ambitions.

Though foregoing detailed federal regulation and supervision of pro-
gram design and administration, states and localities should be
required by that legislation to:
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I. Develop state and local plans analyzing existing labor market
developments and problems of residents, including unemploy-
ment, dislocation, underemployment and inadequate individual
and family earnings. Incorporate in those plans the occupation-
al employment outlook, the emerging skill requirements of jobs
and the implications for workforce development programs. With
federally- provided technical assistance, improve state and local
labor market information systems, including both household and
establishment surveys and analysis of administrative data and
eventually develop the data bases to produce estimates of labor
market hardship.

The state planning requirements described in the act do not mention
anything about an analysis of existing labor market problems of the res-
idents in state or local labor markets, the incidence of such problems
among key demographic and socioeconomic groups, the identification
of income and earnings inadequacy problems, or the wage levels of jobs
by occupation and industry. The labor market information (LMI)
requirements for state plans consist almost entirely of demand side
measures with no accompanying analysis of the supply side. There is
no required analysis of the nature, magnitude or causes of existing labor
market problems. Section 309 of the Workforce Investment Act calls
for the development of a number of the desired employment statistics,
but provides no additional monies for improvements in the existing
state and local LMI systems. State Current Population Survey samples
have deteriorated during the 1990s such that many of the employment
and unemployment items called for cannot be reliably measured with
existing survey and administrative data. All of that cries out for reme-
dy.

Hence, a few of the components called for, especially those related
to current estimates and future projections of employment by occupa-
tion and the skills needed to gain access to these jobs, are specified for
the five year state and local plans required by the act. None is forbid-
den. It is the state's responsibility to go beyond the minimum planning
requirements of the act in order to clearly define the labor market prob-
lems to be addressed by the programs funded under the act, the types of
employment and earnings outcomes anticipated, and the performance
measures that will be adopted to track progress in achieving the desired
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outcomes for participants over time.

2. Analyze recent occupational employment developments and make
realistic short, medium and longer-term projections of the occu-
pational employment outlook in the state and selected substate
areas by pay scale and skill preparation requirements, assisted by
federal technical assistance to assure the quality of the effort.

Though the act does not specifically require all of this, much of it is
apparently contemplated by the state plan requirements of Section
112(b)(4). The expertise exists at the federal and state level to accom-
plish this recommendation and the U.S. Department of Labor has the
legal authorization to provide technical assistance upon request, where-
as the states have the legal right to undertake the prescribed tasks on
their own initiative.

3. Formulate their own specified wage and earnings as well as
employment targets designed jointly with their employer commu-
nities. Such standards should be consistent with national wage
and earnings petformance standards, though adapted to state and
local labor market conditions. States should be required to
specifically document their reasons for choosing earnings targets
below the 133 percent placement target and the 165 percent and
200 percent longer range targets advocated here. However, at a
minimum, those state outcome targets should be required to
include an initial placement wage at least sufficient to exceed the
poverty threshold for the state's average size family based on full-
time, full-year employment of a single earner, should identify and
designate as an ultimate goal for each enrollee a family sustain-
ing wage attainable by a single earner under prevailing local
conditions, and should guarantee to continue case-managed,
individualized guidance and service until that ultimate program
target is attained.

These activities are not required by the law, but states can formulate
earnings targets for their programs as long as they meet minimum
national performance standards to be developed by the U.S. Department
of Labor. Unemployment insurance wage records are available in near-
ly all states by Social Security number, making the required quarterly
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and annual earnings measurements for individual workers relatively
simple and low cost but essential to a meaningful program evaluation.
There is a clear need, however, for states to share employment and earn-
ings information from the UI wage records to improve the coverage of
earnings data on terminees who seek employment outside of the state.

There is also a need to derive performance measures for adult edu-
cation and literacy programs funded under Title II. Section 212 (B)(2)
of the act identifies a set of core performance measures which must be
compiled by each state agency receiving funding under the act. The
core measures must include the following:

Gains in reading, language, math, critical reasoning and other lit-
eracy skills during the course of participation in the program.
Specific testing instruments for assessing such literacy and
numeracy gains are not identified in the act. Uniformity in such
testing instruments should be sought within each state.
Obtaining a high school diploma or its equivalent such as a GED
certificate
Placement in or retention in an unsubsidized job, post-secondary
education or training program

States are allowed to supplement these core measures with their own
measures. These requirements, if strictly adhered to by each state,
would represent a substantial improvement in the existing base of
knowledge on literacy outcomes and diploma/GED outcomes from
adult basic education programs. Most states do not seem to be able to
rigorously identify the immediate post-program status of their terminees
or the literacy improvements that occurred during the course of partici-
pation. Additional tracking of terminees from adult basic education and
literacy programs is essential if anyone is to know their worth and how
to improve upon the performance. Hence:

All persons participating in an adult basic education or literacy
program as part of a workforce development investment under
Title I, along with those placed in unsubsidized employment upon
termination from basic skills programs under Title II, should be
tracked for no less than six months and preferably for three years
following their initial date of employment through UI wage
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records in order to identify their employment and earnings expe-
riences.

- All persons who terminate from an adult basic education program
and go on to enroll in further education and training should be
tracked by a state lead educational agency until they have com-
pleted such programs.
Findings of such evaluation efforts should be prepared on an
annual basis by the lead state agency and be shared with the gov-
ernor, the State Workforce Investment Board, and Local
Workforce Investment Boards as part of the annual planning
process.
Participants performing in an exemplary manner in such adult
education programs should be provided with incentive bonuses
and be given preferential access to available post-secondary edu-
cation and training programs. Personal responsibility should be a
fundamental component of each activity and merit should be
rewarded at each step along the way.

4. Employ and train case managers capable of petforming the cru-
cial intermediary role of guiding applicants in choosing appro-
priate occupations, establishing their own employment and earn-
ings targets, identifying needed services and appropriate service
deliverers, and negotiating a long-term track combining, where
necessary, classroom and on-the-job training and work experi-
ence until those family earnings targets are attained.

Again, this is not required but states can and should choose to engage
in much more demanding case management and long-term tracking of
the labor market experiences of terminees. Section 136 of the act calls
for tracking employment and earnings outcomes of Title I terminees for
up to six months following placement. Section 136 (b)(2)(C) allows
states to supplement the core indicators with their own set. Adequate
statistical evaluation of the long-term effectiveness of training programs
would require at least two or three-years of tracking with UI wage
records. Adequate case management also would require periodic per-
sonal contact to ascertain progress and assist with problem solution
until the target earnings are attained from what appears to be reasonably
secure employment.
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5. Demonstrate diligent effort and reasonable progress toward
accomplishment of those objectives, maintaining follow-up con-
tact and support with each enrollee until the earnings targets are
achieved for each individual.

The Workforce Investment Act requires states to establish a per-
formance measurement system for most activities under Titles I and II.
Under Section 136, Performance Accountability System, the act speci-
fies several "core indicators of performance" including six month fol-
low-up measures for employment status and earnings. The specific
earnings measure to be applied is not defined, leaving open the question
as to whether it should be weekly, monthly, quarterly or the entire six
months. States are allowed to and should supplement these measures,
using UI wage records to track the quarterly earnings and employment
status of all training program terminees for up to three years of post-pro-
gram experience. Longer term earnings measures are needed to prop-
erly identify the earnings trajectories of individuals who receive longer
duration training.

6. Install and maintain a common management information system
to be prescribed by the U.S. Department of Labor. That MIS sys-
tem should require reporting of the characteristics of those
served, the types of services received, the short-term employment
and earnings outcomes and long-term tracking of employment
and earnings for no less than three years following termination.
Maintain an outcomes evaluation system capable of following a
sufficient sample of enrollees over a long enough period of time
to.assure that those long-term goals are being accomplished.

The existing national JTPA SPIR data reporting system is an exam-
ple of the desired enrollee and terminee characteristics that the man-
agement information system (MIS) should report. As to reporting dura-
tion, Section 136's six month tracking requirement falls far short of this
proposal. The Wagner-Peyser UI-based quarterly earnings data could
provide the base for the required long-term follow-up data system. Any
state could, on its own, comply with this recommendation. The major
obstacles are absences of the necessary will, lack of interagency agree-
ments over sharing the data, and some additional administrative
expense for the tabulation and analysis of the data. Without a federal
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requirement and additional funding a state is confronted with opportu-
nity costs. Though the value of the information would be high in the
long run, pressing alternative needs for funding and staff resources
would have to be bypassed to pay the costs of providing and analyzing
this data. We are confident that any state which does so will find the
information well worth the cost and provide the accountability for the
long-term performance of the state workforce development system, but
compliance is more likely if made a federal requirement.

Drawing upon 36 years of experience, it is possible for the long-
promised remake of workforce development programs to meet that chal-
lenge. It will not be done easily or cheaply. But 1998 offers the unique
combination of economic and budgetary circumstances to make it all
possible, if only the political will can be found. But if the federal gov-
ernment does not rise to the challenge, every state already has the
authority to make every change advocated in policy and practice.

Whatever the limitations of the federal legislation of 1998, no state
is prohibited from becoming convinced of the merits of these recom-
mendations and moving on its own. Toward that end, we provide an
updated set of recommendations, offering a second chance at building a
sensible fourth chance system for upgrading the quality of the nation's
workforce while at the same time putting a family-sustaining income
within the reach of more labor market participants.



Chapter 7

Toward a Second Chance for a
Fourth Chance at Second Chance Programs

One change has high priority and others are desirable in the language
of the Workforce Investment Act of 1998:

1. The WIA Title I language for adult programs allowing train-
ing only for those who cannot be placed in any job could and
should be changed. The simplest and most direct route would be
to modify Section 134(d)(4)(A)(i) to read:

(A) IN GENERAL.Funds allocated to a local area for
adults...shall be used to provide training services to adults
and dislocated workers, respectively

(i) who have met the eligibility requirements for intensive
services under Paragraph (3)(A) and who are unable
through such services to obtain or retain employment that
allows for self-sufficiency.

Picking up the "self-sufficiency" phrase from the intensive services
language would make paragraphs (3)(A) and (4)(A) consistent and
allow training operators to serve all of those disadvantaged and dislo-
cated workers otherwise unable to qualify and obtain jobs providing the
family-sustaining earnings which are the essential alternatives to work-
ing poverty. Even better would be to specify economic self-sufficiency
and add "as defined by the State Workforce Investment Board in its five
year plan." With that legislative authorization, the Labor Department
could, by regulation, define "self-sufficiency" as 133 percent or 165
percent of poverty or allow states to select their own defensible specifi-
cation of family-sustaining earnings. As an alternative to legislative
amendment, DOL, with informal congressional acquiescence, could
define "employment" in (4)(A)(i) to mean employment at a self-suffi-
ciency level or above-poverty earnings levels.
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2. Absent one or the other of the above approaches to remedying
unfortunate legislative language, each state could and should
launch its own independent workforce development crusade, uti-
lizing federal programs as resources in ways consistent with state
objectives. The primary objective of that state workforce devel-
opment initiative should be raising the earnings of every possible
household to a target income consistent with living standards con-
sidered acceptable in that state. For that purpose, we recommend
165 percent of the current poverty thresholds as the end goal of
the workforce investment for the single-parent family and 200
percent for the two-earner family, adjusted by existing state and
local differences in living costs, particularly shelter. WIA funds
should then be used for core and intensive placement services, for
initial remedial education and short-term training for the other-
wise unemployable, for needs-based payments for subsistence
during training, and for other desirable legal use of the monies.
Other federal and state funds would have to be tapped to provide
necessities such as child care in order to make longer-term train-
ing possible. For those currently employable only at deficient
wages or to continue case-managed progress for the completers of
the initial remedial education and training components, other fed-
eral funds such as Pell Grants, Carl Perkins allocations and state-
provided education and training funds and student loans should
then be relied upon to guarantee that no one willing to make the
effort to improve their earnings potential is denied the opportuni-
ty to do so. The end goal of each case-managed training effort
should be to prepare the applicant for employment in occupations
offering wages commensurate with those target incomes.

3. The Office of Management and Budget should determine or the
Congress should require by legislation federal poverty guidelines
in keeping with current standards of living, national mores, and
variations in the cost of living across states and local areas. We
will address that issue in a forthcoming monograph, defending the
concept of a poverty threshold having a fixed relationship to
median family incomes and adjusted for local cost of living dif-
ferences. Those income guidelines would determine program eli-
gibility and measure progress in achieving the economic goals of
this and other related acts.
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4. The authors of the Workforce Investment Act recognized poten-
tial limitations of the existing JTPA allocation formulas for allo-
cating monies to the states and local areas under the adult training
provisions and under Section 171(c)(2)(B) directed that there be a
two-year study leading to improvement of those formulas.
However, the act does not recognize equal shortcomings in the
proposed allocation formulas for dislocated worker and youth
program activities. Concerns over data reliability, data timeli-
ness, and appropriateness of the proposed elements of the funding
formulas for these two program components are equally serious.
The Labor Department should add those considerations to the
study and make recommendations for improvement of those as
well.

5. Simultaneous use by some states of JTPA funds and Pell Grants
was primarily intended as a device to provide subsistence in the
absence of stipends. However, Section 134(e)(2) allows "needs-
based payments" to "adults and dislocated workers" in the
absence of unemployment insurance benefits. That can be inter-
preted as a source of subsistence stipends for those who cannot
undertake training without some such support. The language for-
bidding WIA funding to anyone eligible for Pell Grants or other
grant assistance will be a problem only if it is interpreted to dis-
allow enrollment in WIA-funded training as long as there is train-
ing of another kind or in other occupations available under other
funding. That Labor Department regulation writers will reach
such an unduly restrictive interpretation seems unlikely.
Allowing WIA funding of on-the-job training and of classroom
training not funded locally from other grant assistance to be
sequenced with related training available from other funding
could contribute substantially to the longer-duration, higher occu-
pational level training we advocate.

6. Federal statements of vision and purposes for the act would be
useful but not essential. In their absence, as part of the state plan-
ning process, each state should develop its own well-defined mis-
sion statement, including a specific set of state goals and objec-
tives related to the expected state and local outcomes from pro-
grams funded under each major section of the act: adult training,
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youth, dislocated workers and adult basic education. State spe-
cific performance measures for each of these programs, going
beyond the core performance measures specified in the legisla-
tion, also should be built into the state plan.

7. Whether or not the federal government chooses to redefine pover-
ty income thresholds, each State Workforce Investment Board
should determine what it considers to be an adequate family-sus-
taining earnings level under the economic conditions existing
within that state and undertake only those education and training
programs which can be expected to lead ultimately to placement
and retention in occupations offering such earnings, once a mini-
mum period of work experience and appropriate training has been
acquired.

8. Each state plan should identify the available and projected occu-
pational employment opportunities in the state and local areas
which can achieve the desired wage outcomes. Training, educa-
tion and literacy/numeracy requirements for entry into these occu-
pations should be identified along with documented training paths
and the past success rates of training providers in obtaining access
for trainees into such jobs.

9. Governors and State Workforce Investment Boards should insist
on improved integration of adult basic education and English-as-
a-second language training with occupational skill training and
on-the-job training to facilitate training for higher-paid occupa-
tions.

10. Each state plan should spell out the expected roles for adult
education, classroom training, post-secondary education and
apprenticeship training in preparing workers for the targeted
occupations. Each state should either authorize the use of unem-
ployment insurance trust fund monies for training support or
make direct appropriations of general state tax revenues for that
purpose in order to supplement the limited federal appropriations
under the Workforce Investment Act. In practice, all available
federal and state-funded occupational training programs for out-
of-school adults should be jointly planned and integrated so that

1 0
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the optimum variety and quality of training can be provided for
the optimum duration for each trainee to achieve earnings ade-
quate to meet individual and family needs.

11. Every state, under the guidance of its Youth Council adjunct to
its State Workforce Investment Board, should design and intro-
duce throughout the state programs for out-of-school and at-risk
youth and young adults consistent with the principles of A
Generation of Challenge and meeting the requirements of WIA
Title I Chapter 4.

12. The core performance measures for Title I training programs
for adults and dislocated workers should list the expected occu-
pational employment and earnings targets to be achieved at time
of termination and the required six month follow-up. All trainees
should be tracked for no less than three years with available UI
wage records for that state and neighboring states to identify their
longer-term employment and earnings experiences and their suc-
cess in achieving family-sustaining earnings levels. An annual
report on accomplishments should be prepared by the State
Workforce Investment Board in close collaboration with Local
Workforce Investment Boards.

13. State funds should be provided to support on-the-job training,
and greater use of WIA funds should be made for that purpose,
but only when the cooperation of private and public employers in
the state can be enlisted to intersperse periods of classroom and
on-the-job training, apprenticeship and internship in the pursuit of
those occupations offering family-sustaining wages as herein
defined.

14. The need for economic subsistence during training should be
recognized, and combinations of unemployment insurance, pub-
lic assistance, needs-based payments, performance bonuses,
apprenticeship, compensated on-the-job training, temporary and
part-time employment and earnings of other household members
should be marshaled to make training of the needed duration
viable. Child care will need to be part of that package for many
families.

1 3
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15. Each state at its one-stop centers should provide the services of
effective case manager/mentors to guide eligible applicants in
their choices of occupational objectives, their selection among
training alternatives in pursuit of those objectives, and personal
support through all of the subsequent stages of their preparation,
including possible multiple job placements, until they have
attained and become secure in jobs capable of providing wages
that can achieve the earnings targets.

To repeat, drawing upon 36 years of experience, it is possible for the
long-promised remake of workforce development programs to meet that
challenge. It will not be done easily or cheaply, but 1998 offered the
unique combination of economic and budgetary circumstances to make
it all possible, if only the political will could be found. That year not
having fully met its potential, 1999 awaits. The elimination of one con-
gressionally-imposed obstacle is highly desirablethe prohibition of
Workforce Investment Act-funded training to those capable of attaining
even the most rudimentary jobs. The language changes needed are rel-
atively simple, and the time for doing so is adequate if expeditiously
addressed in the early months of the 106th Congress, or in the current
rules and regulations process. With informal congressional approval,
the Labor Department could address the need by defining employment
regulations pertinent to relevant sections to mean employment at rea-
sonable wages. If neither of those possibilities emerge, the states will
have to compensate by using other federal and state resources to support
training in occupations leading to adequate earnings. Other changes in
federal legislation are desirable but not essential. If the federal govern-
ment does not rise to the challenge, every state already has the authori-
ty to make every other change advocated in policy and practice.

Preparation for employment at family-sustaining wages is a reason-
able goal for second chance workforce development programs.

Let's do it.
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