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Introduction and summary

The Great Recession rapidly accelerated two long-term challenges facing
American workers. The first challenge is that middle-class jobs are increasingly out
of reach for workers who lack education and skills training beyond high school.

Income and unemployment data make that clear enough.

The second challenge is that finding a job is no longer as easy as opening the classi-
fied ads or going to monster.com. Today’s labor market requires peer and professional
networks and a better understanding of the opportunities available in our modern
economy. This lesson applies to workers at all education levels—but it is particularly

acute for low-skill workers, who are more likely to rely on public resources.

Put together, these challenges underscore why workers with low levels of human
capital—such as education, skills, and peer and professional networks—are
extremely disadvantaged in their efforts to achieve upward mobility in an increas-

ingly knowledge-based economy.

Workforce training is part of the solution

Historically we have solved these challenges by expanding our federal investment

in postsecondary education. As a result of successful federal initiatives such as the
Morrill Land Grant Acts—which established land-grant colleges across our nation
over the course of the past 150 years—and investments such as the G.I. Bill and the
Pell Grant program, postsecondary education is generally considered to be the most

effective vehicle in history for building a strong middle class and a skilled workforce.

But postsecondary education is not limited to a four-year bachelor’s degree. As
President Barack Obama outlined in his American Graduation Initiative,' postsec-

ondary education includes many forms of education and training, including:
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» Community colleges
* Vocational training

* Registered apprenticeships

Each of these options offers the potential for increased economic mobility and

access to a stable middle-class livelihood.

Arguably the most underutilized route to achieving a valuable postsecondary edu-
cation is through our nation’s workforce training and counseling system. Our adult
workforce includes 80 million to 90 million full-time workers who lack sufficient
skills, human capital, or personal interest to pursue a bachelor’s degree.> Many of
these adult workers would benefit from a high-quality hybrid workforce program
that combines the educational rigor of postsecondary education with the flexibil-
ity and labor-market focus of workforce training. Such a hybrid program for adult

workers is most effectively implemented through the workforce system.

It is also increasingly important to our economy to boost educational attainment
among adults. Economists predict a growing shortage of skilled workers that cannot
be filled through the traditional education pipeline. According to the Aspen Institute,
for instance, two-thirds of our expected workforce in 2020 is already beyond our
elementary and secondary education systems.’ In other words, it will not be enough
to solve the problems in our elementary and secondary education systems since two-
thirds of our workforce will be unaffected by those changes—it is equally crucial to

boost the education and training of adult workers who are currently aged 25 to SS.

For these adult workers, the workforce system needs to provide a dependable
way to attain a postsecondary education. It should offer a more flexible option for
adult workers to acquire associate’s degrees, technical certificates, and industry-
recognized credentials with documented value in the labor market. It’s time for
the workforce system to take its place alongside preschool, kindergarten, elemen-
tary school, high school, and traditional four-year college as an institution for

promoting education and developing human capital throughout our lives.

The existing workforce system is out of date

Unfortunately our workforce system is not meeting its potential to help adult
workers build their human capital. It is excessively focused instead on providing

short-term crisis intervention to unemployed workers. The core services most
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often provided to unemployed workers—such as basic labor market information
and job search assistance—do little to boost the underlying human capital of
these workers, who need the skills, credentials, and networking capabilities that

should serve as the foundation for their future economic mobility.

This is because the most recent congressional update to the workforce system

was in 1998 through the Workforce Investment Act under substantially different
economic circumstances. At that time our economy was experiencing significant
economic growth and across-the-board wage gains. The unemployment rate stood
at 4.5 percent. Private employers wanted a workforce system that provided basic
work readiness skills so that millions of workers could immediately enter the labor
force. Congress thus chose to design a system around “work-first” policies—to
help workers take advantage of plentiful job opportunities and high wages—

instead of human capital development policies.

Almost 15 years later our economy has undergone significant changes. Our
primary labor market challenge is no longer the need to connect millions of low-
skill workers with plentiful job openings in a booming economy. Instead, our
new challenge is to develop millions of low-skill workers into a highly skilled
workforce that will continue to drive economic growth and upward mobility for
decades to come. And the message from the private sector is clear: Employers
are now looking for skilled workers with hands-on experience who are ready to

make an immediate contribution in the workplace.

The reality is that our current workforce system—and its emphasis on “work-first”
policies—is woefully out of date. Among the workforce system’s defining features
are its failure to help workers build human capital, its chronic underfunding in
comparison to the economic challenge, and its systemic complexity spanning
multiple cabinet departments and numerous agencies. The workforce system is

badly in need of reform.

Getting serious about human capital

In this paper we propose a plan to overhaul and reform the workforce training
and counseling system. Our plan drastically simplifies this system in an effort to

highlight its most important mission—human capital development.
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Our plan
restructures the
workforce system
according to

the premise that
workers should
receive education,
training, and
career-planning
services based

on their unique
human capital

needs.
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Our plan is guided by five basic principles:

1. Most workers need some type of education or skills training beyond high school.

2. The workforce system should prioritize training partnerships leading to
degrees, certificates, and credentials.

3. The workforce system should provide professional career navigation services to
all workers seeking assistance to help them build human capital over time.

4. The existing workforce system is chronically underfunded.

5. The existing workforce system is unnecessarily complex.

We embrace views from both sides—supportive and critical—in an effort to
bridge the longstanding impasse that is blocking reform and modernization of the

workforce system.

The purpose of our plan is to shift the top priority of the workforce system to
long-term training and human capital development. This is a departure from

the existing system’s overemphasis on short-term job search activities and rapid
re-employment at any cost. In reality, however, it should not be a controversial
change in policy since legislators across the political spectrum have acknowledged
the need for a more skilled workforce. There is a general consensus among experts
that placing long-term human capital development at the center of the workforce
system will be mutually beneficial for workers, employers, and our nation’s long-
term economic growth. Now it is a matter of designing a new system to accom-

plish those broadly recognized goals.

Our plan restructures the workforce system according to the premise that workers
should receive education, training, and career-planning services based on their
unique human capital needs. Under our proposal, individuals would enroll in
college-level training, career pathways, or contextualized basic education depend-
ing on a standard assessment of their skills and need for support services—as
opposed to the current system that determines an individual’s eligibility for ser-
vices according to a potentially unrelated list of legislative criteria. Our proposal to

accomplish this shift in eligibility and implementation is briefly outlined below.

To focus on building long-term human capital, we propose restructuring much of
the existing workforce training and counseling system into two distinct agencies
with independent budgets. These agencies are designed to address the two core
competencies of the workforce system—workforce training and career services.

We believe that separating these core competencies will create a dedicated fund-
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ing stream for each activity, thereby increasing transparency about how funds
are being spent and whether those funds are achieving results. (At this point, it
is worth noting that our proposal targets only adult-serving programs and does
not address workforce training programs focused on youth, including Job Corps,
YouthBuild, and WIA Youth.)

The first agency, which we would call the Workforce Investment Bank, would be
responsible for developing an additional 2.5 million skilled workers annually—
leading to an additional 1 million credentials. These workers would complete

education and training programs through:

* Sector partnerships

* Registered apprenticeships

* “Learn and earn” training models
* Career pathways

* Contextualized education and training programs

Programs would be implemented with private-sector partners and linked to pro-
jected job openings in high-growth regional industries. Participants would earn

associate’s degrees, technical certificates, and industry-recognized credentials.

The second agency, which we would call the Career Navigation System, would

be responsible for upgrading our nationwide system of existing One Stop Career
Centers to ensure that long-term career navigation services—including skills assess-
ments, career counseling, and individual case management—are available to all
workers seeking assistance. It would also develop a more integrated self-help system

for individuals to track their human capital investment through online portfolios.

To maintain safeguards for vulnerable populations, we suggest establishing strict
requirements so that all states, regions, and training partnerships report disag-
gregated data by sex, race, ethnicity, socioeconomic status, disability, and English-
language proficiency. Results should be integrated into longitudinal data sets,
including both education and workforce training programs. In addition, regions
should be required to develop performance-based funding incentives to reward

programs that help disadvantaged populations to complete training programs.

It is important to note, however, that our proposal does not resort to combin-
ing all workforce programs into a monolithic block grant. In our plan, reform is

predicated on a core objective—developing human capital—and all policy recom-
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mendations flow from this core objective. In a block-grant proposal, by contrast,

reform is based on a different goal—holding down costs.

Obviously these approaches are very different. On one hand, our plan begins
with the premise that workers need to increase their education and skills, which
leads us to create two agencies dedicated to workforce training and professional
career services, respectively. On the other hand, plans to consolidate the work-
force system into a block grant begin with the premise that our system spends too
much money on workforce training, which leads to proposals to cap funding. Our
approach is a means to develop a more skilled workforce; a block-grant approach

is a means to manage long-term stagnation.*

We believe our more thoughtful approach, combined with a commitment to fully
fund a reformed workforce system, is a better way to address the serious chal-
lenges facing our workers, our business community, and the long-term competi-

tiveness of our economy.

The following sections offer a brief overview of our proposed new agencies.

Workforce Investment Bank

The Workforce Investment Bank would focus exclusively on developing more than
2.5 million skilled adult workers at all levels and would be funded at $10 billion a
year. It would include three programs:

College for Working Adults would help 1.5 million college-ready adult workers
to enroll in community college, technical college, and registered apprenticeship

programs leading to associate’s degrees and technical certificates.

Career Pathways for Working Adults would help 1 million low-skill adult workers
to enroll in career pathway programs, integrated basic education and skills pro-

grams, or preapprenticeship programs that lead to industry-recognized credentials.

Targeted Communities Workforce Investment Fund would help 150,000 disad-
vantaged workers in specific communities—such as Native Americans, migrant
farmworkers, and ex-offenders—who do not have access to traditional work-
force training and counseling programs. This program would also fund coordi-

nated outreach efforts to military veterans.
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The Workforce Investment Bank would be overseen by the Department of
Education, thereby emphasizing the program’s focus on postsecondary creden-
tials. The majority of funds would be allocated to regional authorities, which
would be responsible for developing, implementing, and overseeing public-private
training partnerships in their regions. These regional authorities would, in turn,

be held accountable to the Workforce Investment Bank through performance
measures that would track both progression and completion of postsecondary

credential-bearing courses of study.

With regard to vulnerable populations, performance measures would ensure
that public-private training partnerships are working with the hardest-to-serve
groups and are being rewarded for working with adults who face multiple barri-

ers to employment.

Career Navigation System

The Career Navigation System would be responsible for combining labor market
information and career services for all adult workers seeking assistance. This new
system would be funded at $2.25 billion a year and would redefine universal services
to include comprehensive skills assessments, individual career counseling, case
management, and prevocational training services. All job seekers would be assisted
in creating an online career development account, or a “Career GPS,” to facilitate
long-term career planning and communication with employers. This system would
continue to offer basic services such as job-search assistance and work-test assess-

ments for unemployment insurance as part of its comprehensive services.

The Career Navigation System should be overseen by the Department of Labor,
thereby emphasizing the program’s mission to deliver high-quality career services.
The system would be based on the existing network of 2,800 One Stop Career
Centers and also would create connections to Educational Opportunity Centers
located on community college campuses. The Department of Labor would support
these bricks-and-mortar centers by developing and maintaining online tools and
infrastructure that would be available to all career navigation centers, as well as pro-
viding technical assistance to develop the skills of professionals who provide career

services.
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Regional authorities

Evidence suggests that skilled workers, investors, and infrastructure tend to come
together at the regional level—crossing political boundaries—as opposed to the
local or state level. But the existing workforce system is managed locally by more
than 600 workforce investment boards. We believe this proliferation of local admin-

istrative bodies contributes to the overall complexity of the workforce system.

Our reform plan supports a regional governance structure for the Workforce
Investment Bank—substituting regional authorities for local workforce invest-
ment boards. Regional authorities should cut the number of administrative
bodies in half—reducing the number to about 300. More importantly, it would
align workforce development activities with natural labor markets and economic

growth models, which would improve coordination and effectiveness.

These regional authorities would act as fiscal agents for the Workforce Investment
Bank and would take the leadership role in developing training partnerships. By
combining multiple funding streams and emphasizing human capital develop-
ment, regional authorities would become primary stakeholders in the education
and training systems—able to bring together workers, employers, education and
training providers, and public officials to implement long-term economic develop-

ment plans for their regions.

Regional authorities would continue to be led by private-sector business leaders,
with additional expertise coming from sector experts, workforce system profes-
sionals, local elected officials, community college and technical college repre-
sentatives, and labor representatives. Their efforts would focus on developing
partnerships between community colleges and industry sectors leading to associ-
ate’s degrees and credentials; expanding the use of registered apprenticeships; sup-
porting “learn and earn” training models; and using career pathways strategies and
contextualized basic skills programs to help low-skill workers earn credentials. In
addition, regional authorities would be responsible for overseeing implementation

and data reporting of training programs to ensure quality and results.
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Budgeting for a workforce system that solves our challenges

Our proposed budget for a reformed workforce system is designed to address
the challenges confronting American workers in the modern, innovation-based
economy. Our economy is already suffering a shortage of skilled workers, and it
is only getting worse. Closing that gap will require new priorities—outlined in
the preceding sections—and the resources to develop an additional 1 million

skilled workers annually.

Our redesigned workforce system is intended to enroll more than 2.5 million
workers in long-term education and training programs leading to associate’s
degrees, technical certificates, and industry-recognized credentials, along with
universal access to career navigation services. The increased enrollment in educa-
tion and training programs should result in more than 1 million credentials earned

annually. The Workforce Investment Bank would support:

* One million workers training in sector partnerships
* One million workers training in career pathways and contextualized programs

* Half a million workers training in registered apprenticeships

To ensure a sufficient level of funding to train an additional 2.5 million workers
while expanding access to career navigation services, we combine workforce pro-
grams currently managed by the departments of Labor, Education, Agriculture,
and the Interior, along with the Lifetime Learning Tax Credit, and direct those
resources to our new workforce system. But simply reorganizing existing funds
will not be enough to resolve our looming shortage of skilled workers. Therefore
we incorporate a pending proposal from the Obama administration—the
Community College to Career Fund—into our reform plan as well.* (see Table 1

on next page)
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TABLE 1
Reforming the American workforce system

Our plan takes more than 20 federal workforce system programs and streamlines them into two agencies
to improve our nation’s human capital and job-creation capabilities (dollars in millions)

Current workforce programs Proposed workforce system

Discretionary spending

Department of Labor Department of Education
Employment Service $702 Workforce Investment Bank
Office of Apprenticeship $28 College for Working Adults $4,500
WIA Adult Program $771 Career Pathways for Working Adults $5,000
WIA Dislocated Worker Program $1,008 Innovation and Evaluation—non-add (10%)
WIA Innovation Fund $50 Targeted Communities Training Fund $500
Reintegration of ex-offenders $80
Indian and Native American programs $48 Department of Labor
Migrant and seasonal farmworkers $84 Career navigation system
Veterans Employment and Training Service $265 Career navigation centers $2,225
Women in Apprenticeship $1
Pilots, demonstrations and research $7 Total $12,225
Workforce Data Quality Initiative $6
Evaluation $10

Department of Education

Adult Education $607
Perkins Career and Technical Education* $350
Tribal Vocational/Technical Institutions $8

Hawaiian Career and Technical Education =

Projects with industry -

Incarcerated individuals -

Employment opportunity centers $50
Department of Interior

Indian Employment Assistance -

United Tribes Technical College =
Department of Justice

Second Chance Act Prisoner Reentry Initiative -
Department of Agriculture

Supplemental Nutrition Assistance Program $381

Employment and training
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Current workforce programs Proposed workforce system

Mandatory spending

H-1B Grants $125
Trade Adjustment Assistance—Training $575
Trade Adjustment Assistance Community $500

College and Career Training Grants (TAACCCT)

Tax code

Lifetime Learning Tax Credit $3,900

Administration proposal

Community College to Career Fund $2,667

Total 2012 $12,223

Source: Consolidated Appropriations Act, 2012; President Obama’s fiscal year 2013 budget proposal for existing programs; and authors' calculations for the new workforce system.

Of course, we recognize that such a significant overhaul of the workforce system will

be difficult to enact—serious reform is never easy. But we also know it is possible.

A recent opinion piece in The New York Times demonstrates that political ideology
should not be a barrier to reforming the workforce system. Two leading econo-
mists—Dean Baker, a liberal, and Mark Hassett, a conservative—joined forces to
highlight the human and economic costs of long-term unemployment. They listed a
number of impacts of long-term unemployment—including higher rates of suicide,
higher incidence of serious illness, and future earnings losses of children whose par-

ents experienced job losses—and issued a call for serious policies to resolve the crisis.

According to Baker and Hassett, “A policy package that as a whole should appeal
to the left and the right should spend money to help expand public and private

training programs with proven track records.”

We couldn’t agree more. Increasing support for job training that builds human
capital and leads to stable middle-class employment is a wise investment that
should appeal to policymakers across the ideological spectrum. The only remain-

ing question is how to do it.

In the pages that follow, this report presents our plan to overhaul and reform the
tederal workforce system. We start by highlighting the looming shortage of skilled
workers and the importance of postsecondary education and training to develop-
ing a skilled workforce. We then discuss the deficiencies in the current workforce
system that are preventing it from focusing on human capital development.

Finally, we outline in detail our plan to reform the workforce system.
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Human capital

To set the foundation for our reform plan, we need to define two terms: human
capital and human capital investment. For our purposes, human capital is the
knowledge, skills, abilities, and networks that a worker uses to add value in differ-

ent workplaces.”

Human capital investment is the different ways that workers build their own
human capital. These ways include work experience, formal education and skills
training, skills assessment, network building within industries, and researching
occupations and labor-market trends. There is also evidence that building one’s
stock of human capital works a lot like compound interest does with savings—a

small foundation can build up nicely if you add to it incrementally.®

With these definitions in place, let’s take a look at some of the challenges facing the

nation regarding human capital—or more precisely, the shortage of human capital.

The problems we need to solve

A shortage of skilled workers

According to the Georgetown University Center on Education and the
Workforce, nearly two-thirds of jobs will require some postsecondary education
or skills training by 2018. On one end of the spectrum, that means developing
highly skilled workers such as engineers, doctors, and technology entrepreneurs.
But only one-third of the workforce will need a four-year bachelor’s degree or
advanced degree. An additional one-third of the workforce will need associate’s
degrees or technical certificates to fill the growing number of middle-skill job

openings in the country.’
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But our education system is falling short. Georgetown researchers estimate that
our economic needs will require an additional 3 million workers with associate’s
degrees or higher and 5 million workers with technical certificates and credentials
by 2018—above and beyond our current pace of development.'® For our pur-
poses, we focus on middle-skill workers who tend to have the type of education
and skills—often linked to associate’s degrees, technical certificates, and creden-

tials—that are developed at the community-college level. (see Figure 1)

Only 27 percent of American adults between
FIGURE 1

The education gap ages 25 and 54 have an associate’s degree, tech-

nical certificate, or some type of postsecondary
Educational attainment in 2010 versus projected distribution

of jobs by education level in 2018 training—while 30 percent of jobs will require

that level of education and skill within the next
20 few years. And approximately 41 percent of
American adults between ages 25 and 54 have a

40
high school diploma or less—while only 37 per-

30 cent of jobs will be available to those workers
within the next few years.

20

10 As aresult, job opportunities available to workers
with only a high school education or less will stag-

0

nate. But opportunities for workers with associate’s
Low-skill workers Middle-skill workers High-skill workers . . .
degrees, technical certificates, or industry creden-

B Educational attainment of U.S. population age 25 and over, 2010 tials will grow. To maintain our economic compet-
W Distribution of jobs and education level, 2018 . . L
itiveness, we need to provide better opportunities
Source: US. Census Bureau; Georgetown University Center on Education and the Workforce. for workers to advance from low-skill and middle-

skill jobs into middle-skill and high-skill careers.

And yet despite this growing demand for skilled workers, as many as 75 million
adults between the ages of 25 and 54 do not have any postsecondary education or
skills training. These workers compete against each other for low-wage positions
with declining prospects. But many of these adult workers could improve their
skills in a reasonable amount of time—if offered a flexible program leading to
increased wages—since 37 million of them already have a high school diploma or
GED, and an additional 22 million of them have spent some time in a college pro-
gram without earning an associate’s degree or technical certificate. This is a huge

pool of untapped potential—and we cannot continue to ignore it."
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The disconnection is obvious—and the solution is readily apparent. To close this
projected shortfall in middle-skill workers, we need to help an additional 1 mil-
lion low-skill workers per year earn associate’s degrees, technical certificates, or

industry-recognized credentials.

Evidence shows, however, that we underinvest in education and training for low-
skill workers. In his book Good Jobs America, noted Massachusetts Institute of
Technology professor Paul Osterman illustrates this underinvestment by showing
the disparity in employer-provided training investments. Between 1995 and 2001,
the percentage of low-skill workers receiving employer-provided training dropped
from 22 percent to 20 percent, while the percentage of training resources that
went to those with a bachelor’s degree increased from 50 percent to 54 percent.'?
This “training differential” exacerbates the divide by concentrating resources on

workers with high levels of human capital at the expense of low-skill workers.

We believe it is shortsighted to underinvest in training programs for low-skill
workers while there will be millions of middle-skill job openings becoming avail-
able in the next decade. Without an expansion of education and training, our
existing workforce will not be able to fill these middle-skill positions, and innova-

tive employers will be unable to find qualified workers here in the United States.

Itisn't just about a credential

One way to develop this necessary human capital, as we have noted thus far, is for-
mal education and training. Classroom and academic studies provide a foundation
of knowledge, while postsecondary credentials offer a useful signal to employers

that a worker has specific skills, competencies, and qualifications.

But in addition to credentials, employers are now demanding that new hires
have hands-on experience as well. Call it a demand for expertise. Employers are
increasingly seeking individuals with both technical knowledge in their field and
practical experience solving workplace problems."* Of course, employers have
always valued experience in more seasoned veterans; what is changing is the

emphasis on applied problem-solving skills in newer workers.'*

This trend is being driven by the automation of work processes, as well as the

competitive pressure to reorganize work practices on the front line for an ever-
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changing consumer demand. Noted global competitiveness expert and Harvard

Business School professor Michael Porter describes the necessary skills this way:

competitive workers must have the ability to apply academic or technical knowl-
edge to solve real-world problems ... and to work effectively with other people as

customers, coworkers and supervisors.">

The answer, in this case, is that job training programs need to combine academic
coursework and applied learning to develop skilled workers with a foundation of
knowledge and hands-on experience. In other words, our workforce system needs to
evolve into a hybrid model that combines the educational rigor of higher education
with the flexibility and labor-market focus of industry-based workforce training—

resulting in postsecondary degrees, certificates, and industry-recognized credentials.

A growing body of evidence suggests that sector partnerships, career pathways,
and registered apprenticeship training are the best models for this type of hybrid
workforce training system. Such a hybrid system also would offer the advantage of
significantly increasing the prevalence of “learn and earn” training models. These
models combine skills training with paid job experiences and are particularly
beneficial to workers who cannot afford to drop out of the labor market to attend
school full time. They would also lead to an increase in access to contextualized
instruction programs, which combine adult basic education and occupational

training so students learn basic literacy and workplace skills at the same time.

In many cases these hybrid models would resemble a traditional apprenticeship.
Participants would split time between classroom learning, on-the-job training,
and hands-on work activity. The workforce system would cover academic and
training costs, while employers would provide real-world experience, a tangible

link to the labor market, and compensation for productive time in the workplace.

In Germany, for example, more than half of the adult workforce has received
credentials through their “dual system” of vocational education and training. The
“dual system” is a public-private partnership that enables participants to enroll
in two-year to four-year training programs that combine classroom coursework
funded by the government with on-the-job training and paid work experience in
the private sector. Approximately 500,000 private employers—representing 350
different occupations across a wide range of industry sectors—offer these paid

workplace-based training programs.
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Successful examples of public-private partnerships have been proliferating around
the United States for decades. States as diverse as California and South Carolina
have adopted sector strategies as the solution to their economic development needs,
while private firms such as United Parcel Service Inc. and Northrop Grumman have
embraced the partnership model and invested significant resources in developing a
skilled workforce. It is time for federal policymakers to catch up to regional innova-

tion and update the workforce system to reflect our new economic realities.
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Our workforce system is not
meeting its potential

By any reasonable measure, however, our workforce system is not helping to develop
a sufficient number of skilled workers. According to the Department of Labor, fewer
than 200,000 adults earn a degree, certification, or credential each year through
Workforce Investment Act programs. In this section of our paper, we detail what’s

wrong with the existing system so that we can make sure we do it better.

Focus on work-first policy is shortsighted

The most obvious reason our workforce system is not developing more skilled
workers is that postsecondary education and training is not its top priority. The
workforce system’s top priority, instead, is to provide short-term re-employment

services to unemployed workers.

Programs funded under the Workforce Investment Act provide three tiers of ser-
vices: core services, intensive services, and workforce training. Core services such as
resume assistance, job listings, job search assistance, and workshops are offered to
all participants. These services are primarily meant to return unemployed workers to
any available job as quickly as possible. And while rapid re-employment is a valuable
goal—and appropriate for many participants—it does little to build human capital.

According to data from the Department of Labor, the vast majority of job seekers
accessing the employment service receive only core services.'® In addition, the
majority of job seekers using Workforce Investment Act Adult and Dislocated

Worker programs are limited to core services.!” (see Table 2 on next page)
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TABLE 2
Most workers using Workforce Investment Act programs only receive core services

WIA services, program year 2010

Total Core Intensive Training Credentials
Adult 1,824,257| 1,057,662 (58%) 460,456 (25%)| 306,139  (17%) 94,033 5.2%
Dislocated workers 1,196,242 569,581  (48%) 346,051  (29%) 280,610  (23%) 71,363 6.0%
National emergency grants 58,794 2,420 (4%) 20,389  (35%) 35,985  (61%) 6,929 11.8%
Total 3,079,293| 1,629,663 (53%)| 826,896 (27%)| 622,734 (20%)| 172,325 5.6%

Source: USS. Department of Labor

Intensive services, however, include skills assessments, career counseling, and case
management. These services are important because they begin to develop human
capital by emphasizing long-term planning and career skills. Intensive services can
help a low-skill worker identify a career goal and determine the necessary steps

it will take to reach that goal. But while these services are crucial to developing
human capital, they are available to less than one-half of overall participants in the

workforce system.

Workforce training, in contrast, is the most effective strategy used by our work-
force system to build human capital—especially if training leads to an associate’s
degree, technical certificate, or industry-recognized credential. But workforce
training reaches the smallest number of participants in our workforce system. In
program year 2010 approximately 3.1 million adults received some level of service
from the workforce system through the Workforce Investment Act’s Dislocated
Worker and Adult programs. Of those adults receiving services, only 623,000—or
20 percent—received any level of workforce training, and only 172,000—or 5.6

percent—earned a credential.

The workforce system lacks sufficient funding to train millions
of workers

The second reason our workforce system is underperforming is that Congress

has allowed its budget to stagnate for the past few decades. A report by the W.E.
Upjohn Institute shows that funding for the employment service has decreased in
nominal dollars (not including inflation) since 1984."® Their graph, which we’ve

updated to include the past four years of congressional appropriations, depicts the
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historical budget of the employment service—in comparison to funding levels

that would be necessary to keep pace with inflation. (see Figure 2)

The simple reality is that few
FIGURE 2

programs could be expected Congress underfunds our workforce system

to maintain their effectiveness
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would be eliminated—and
the strength of our troops
reduced—if the Pentagon still had a budget of $228 billion. But the workforce sys-
tem is held to a different standard. It is expected to maintain its effectiveness over

30 years while working with fewer nominal dollars than a generation ago.

The New York Times also highlighted the fact that the workforce system receives

significantly less funding than it did a decade ago: “At the peak in 2000, the federal
government was spending more than $2.1 billion a year in today’s dollars for train-
ing programs aimed at dislocated workers under the Workforce Investment Act ...
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but now annual spending has receded to about $1.2 billion”*—a cut of approxi-

mately 43 percent before adjusting for inflation.

Congress has continued to cut funding for workforce training in recent years.
Since the 2010 congressional elections, Congress has cut 15 percent in discretion-
ary appropriations for targeted workforce programs funded by the Department of
Labor. (see Table 3 on next page)
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TABLE 3
Recent cuts to federal workforce programs

Cuts by categories of jobs or programs (in millions)

Department / Agency FY 2010 FY 2012 Difference % change

Department of Labor
WIA Adult Training $861.5 $770.9 -$90.6 -11%
WIA Youth Training $924.1 $825.9 -$98.2 -11%
WIA Dislocated Worker Training $1,183.8 $1,008.4 -$175.4 -15%
WIA Dislocated Worker National Reserve $229.2 $224.1 -$5.1 -2%
WIA Innovation Fund $0.0 $50.0 +$50.0 NA
Career Pathways $125.0 $0.0 -$125.0 -100%
Green Jobs $40.0 $0.0 -$40.0 -100%
Transitional Jobs $45.0 $0.0 -$45.0 -100%
Native Americans $52.8 $47.7 -$5.1 -10%
Migrant and Seasonal Farmworkers $84.6 $84.5 -$0.1 0%
Reintegration of Ex-offenders $93.5 $80.4 -$13.1 -14%

Total, ETA $3,639.5 $3,091.9 -$547.6 -15%

Source: Authors' calculations based on the Consolidated Appropriations Act of 2010, Public Law 117, 111th Cong,; Consolidated Appropriations
Actof 2012, Public Law 74, 112th Cong.

A related budget cut in the fiscal year 2011 appropriations bill was the short-
sighted decision to eliminate federal student aid for students without a high
school diploma or GED. Previously a student could prove their “ability to benefit”
from student financial aid, including Pell Grants, by completing at least six credits
of postsecondary education. Alternately, a student could pass a federally approved
exam to demonstrate enough proficiency to benefit from college coursework. But

those options were eliminated in 2011.

This cut will eliminate Pell Grants for approximately 90,000 college students who
are disproportionately Hispanic or black. That means an additional 90,000 stu-
dents who are trying to improve their circumstances will be denied assistance or
pushed into the workforce without needed skills or education. The loss of access

to Pell Grants will only increase the strain on workforce training programs.

It should go without saying that cutting workforce programs—especially training
funds—is not a realistic or effective strategy for developing a skilled workforce.

The most likely outcome of further budget cuts is a permanent shortage of skilled
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workers, which would serve as a continual drag on economic growth. For the
workforce system to become a successful partner in our education system, these

shortsighted funding policies should be reversed.

The workforce system is unnecessarily complex

Finally, the third reason the workforce system does not maximize its potential is
because it is too complex. Instead of a single system whose mission is to improve the
competitiveness of our workforce—which would focus on increasing our nation’s
supply of skilled workers—the
Workforce Investment Act knits

together a collection of loosely

FIGURE 3
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Adult Education program, in

contrast, is designed to sup-

port literacy and skills training
for disadvantaged and low-
skill adults. The Department of Agriculture’s Supplemental Nutrition Assistance
Program is designed to support employment and training services to recipients of

food stamps, who are primarily disadvantaged and low-skill adults. (see Figure 3)

Put simply, the workforce system uses different funding streams to serve similar
populations who should benefit from similar services. In some cases, that prob-
ably means some participants who would benefit from skills training are placed in
the Adult Education program—or vice versa—depending on availability of funds.

Or more likely, a disadvantaged worker is forced to enroll in sequential programs
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that should be offered simultaneously—increasing the time to completion and
reducing the likelihood of persistence. (A related complexity is that performance
measures are not consistent across these programs. In the case of Adult Education
versus worker-training programs, for instance, the former emphasizes educational
outcomes while the latter emphasizes employment outcomes. A key element in
redesigning the system would be alignment of performance measures, but that

topic is beyond the scope of this paper.)

The workforce system also has multiple programs to serve workers who are ready
to enroll in college-level education or technical training. One case in point: The
Department of Labor is responsible for using fees raised through the H-1B visa
program—which enables companies to bring skilled foreign workers to the United
States—to educate and train American workers in technical occupations and
industries. In addition, the Department of Education funds the Perkins Career and
Technical Education program, which also is responsible for educating and training
students in technical occupations and industries. Both of these programs fund edu-

cation and training programs at the community college or technical college level.

Unfortunately this complexity has turned into a polarizing issue. On the one
hand, critics cite the proliferation of targeted employment and training programs
to suggest the system is inefficient. These critics focus their attention on separate
administrative procedures in each program that lead to unnecessary barriers and
paperwork. On the other hand, supporters of the workforce system suggest that
combining all programs into a block grant goes too far. It would eliminate safe-
guards for the nation’s most vulnerable workers and would lead to “creaming,” a
strategy that artificially elevates training program outcomes by directing services

to the participants who need the least assistance.

Our own opinion is that a good workforce system must ensure that vulnerable
communities of workers continue to be the focal point of employment and train-
ing services. A reformed workforce system must collect disaggregated data by sex,
race, ethnicity, socioeconomic status, disability, and English-language proficiency.
It must also focus on integrating longitudinal data between education and work-
force training programs. And finally, it should adopt performance-based funding

incentives to reward programs that help the most disadvantaged individuals.

It is also important to note that complexity is not the same as redundancy. Cutting
funds for workforce training programs, without reinvesting those funds in the
overall workforce system, would simply result in millions of real individuals losing

access to crucial services. (see Box)
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Therefore we believe the overall solution involves increasing funding for the work-

force system while streamlining the number of programs in it. Efficient services will

come from a simpler federal system with more overall resources whose fundamental

mission is tied to increasing the number of workers earning degrees, certificates, and

credentials, while maintaining safeguards for the most disadvantaged populations.

Misinformation about workforce training is not helpful

Critics of the workforce system often mistake complexity for “duplica-
tion” or “redundancy.’They cite the Government Accountability Office’s
report on federal workforce programs, which identifies 47 programs
that offer some sort of employment or job-training services. These crit-
ics either misunderstand or miscommunicate the report’s findings.”'

Government Accountability Office Director Andrew Sherrill clari-

fied this point during oral testimony to the House Committee on
Education and the Workforce. His testimony stated that the office did
not find any duplication of services in its analysis of federal job-train-
ing programs. Instead, he said it was more accurate to say that it iden-
tified multiple programs that offer similar job-search and job-training
services, but those services are provided to different individuals.?

The report, in fact, accurately portrays this situation. The report
explains that, “Even when programs overlap, they may have meaning-
ful differences in their eligibility criteria or objectives, or they may
provide similar types of services in different ways."” In other words,

eliminating funding for an overlapping workforce program would not
result in more efficient service delivery—instead, it would result in a
tangible loss of services for individuals who need them.

While it is important to reduce complexity in the workforce sys-

tem, those arguments should not be used as a fig leaf to justify the
elimination of services. As the Government Accountability Office has
shown, there is no evidence that workforce programs are duplicating
each other’s efforts. Critics should stop cherry-picking the report in
their attempts to undermine the workforce system.

We believe that streamlining the system will produce very modest
administrative savings—which should be reinvested in targeted
workforce programs to offer more opportunities to enroll in educa-
tion and training. The value in reforming the system is not to produce
short-term savings, which would be penny-wise and pound-foolish,
but rather to reorient the workforce system toward programs that
build human capital and produce long-term benefits.

The Workforce Investment Act of 1998 was enacted during a period of fundamen-

tal change in our economy. At the time the combination of low unemployment

and rapid economic growth convinced policymakers and employers to support

“work-first” policies to return all workers to the labor market instead of investing

in long-term human capital development.

Our economic environment is much different now. The labor market increas-

ingly requires education and training beyond the high school level; private-sector

employers are looking for skilled workers who possess a combination of knowl-

edge and hands-on experience.
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Congress needs to move away from its penchant for following the path of least
resistance on workforce issues—demonstrated by decades of stagnant funding
and 14 years without reauthorizing the Workforce Investment Act—and com-
mit to redesigning and supporting a reformed workforce system that directly

addresses our modern economic challenges.

Fortunately we know this is possible. In 1998 Congress set aside its partisan differ-
ences—during an election year with looming impeachment charges for then-
President Bill Clinton, no less—and worked together to modernize the workforce
system. The Workforce Investment Act of 1998 passed with large majorities in the
Senate (91 to 7) and the House of Representatives (343 to 60)—both controlled

by Republicans at the time—and was signed into law by President Clinton.

Bipartisan support was evident as recently as 2010, when the House of
Representatives overwhelmingly passed the SECTORS Act (H.R. 1855) to
expand support for sector partnerships—a promising strategy to develop skilled
workers for multiple employers in the same high-growth industry cluster. The
SECTORS Act would authorize grants to public-private partnerships whose
training programs were directly linked to openings in the labor market—one of
the central strategies included in our proposal as well. The SECTORS Act had

so much support that it passed on the “suspension calendar,” a parliamentary
procedure reserved for noncontroversial items with at least two-thirds support in
the House. It passed easily on a voice vote with no objections. Unfortunately this
example of bipartisanship was short-lived, as the popular bill never received a vote

in the Senate due to political factors unrelated to the substance of the bill.

Assuming that members of Congress believe their own rhetoric about the impor-
tance of workforce training, this history of bipartisan support suggests that
strengthening our workforce system could be a rare opportunity for genuine
bipartisan reform. In the remainder of this paper, we outline our proposal for such

a reformed workforce system.
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Five principles to reform
the workforce system

We propose fundamentally changing the priorities of the workforce system. But it
will take a clear focus and a concerted effort to shift the system away from short-
term interventions toward more intensive programs that increase educational
attainment, occupational skills, and overall human capital. Therefore we highlight

five principles that should guide a much-needed overhaul of the system.

1. Most workers need some type of education or training beyond high school
Income and employment data make it clear that middle-class jobs increasingly
require a degree, certificate, credential, or formal on-the-job training. Labor
economists estimate that nearly two-thirds of jobs will require college-level educa-

tion or training within the next few years.*

2. The workforce system should prioritize training partnerships leading to degrees,
certificates, and credentials

The workforce system is finite. Therefore limited education and training funds
should be used for two purposes: to train college-ready workers for careers in high-
growth industries that pay middle-class wages; and to support low-skill adult work-

ers through career pathways and integrated basic education and skills training.

3. The workforce system should provide professional career navigation services to
all workers seeking assistance to help them build human capital over time

The labor market is increasingly complex. Therefore all workers—employed,
recently dislocated, and the long-term unemployed—deserve access to high-
quality career navigation services, including skills assessment, career counseling,

and job search assistance.

4. The existing workforce system is chronically underfunded

The workforce system needs to be an integral partner in our education and train-
ing system. But existing resources are not sufficient to develop millions of skilled
workers each year. The workforce system should be supported at the funding level

necessary to meet our economic needs.
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5. The existing workforce system is unnecessarily complex

As critics frequently point out, the workforce system is spread across too many
programs. Simplifying the system and emphasizing long-term human capi-

tal development would improve overall results and make the system more

cost-effective.

Using these five basic principles, our plan redesigns the workforce system to pri-

oritize human capital development as the key to building a skilled workforce.
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A plan to reform the
workforce system

At the outset of this paper we identified two long-term challenges facing American
workers. The first challenge is that middle-class jobs increasingly require some type
of education or training beyond high school. The second challenge is that navigating
an increasingly complex labor market requires peer and professional networks and a

better understanding of the opportunities available in our modern economy.

Put simply, we believe the best way to prepare workers for middle-class jobs and
the complex labor market is to help them build human capital throughout their
lives. Building human capital will enable adult workers to acquire valuable work-
place skills and increase their economic mobility over time. Therefore, we have

redesigned the workforce system to focus on two missions:

1. Developing a competitive workforce by training an additional 2.5 million
skilled workers annually through sector partnerships, registered apprentice-
ships, “learn and earn” models, career pathways, and integrated basic education
and skills training. These long-term training programs would result in more

than 1 million additional degrees, certificates, and credentials annually.

2. Upgrading career centers to ensure that long-term career navigation services—
including skills assessments and career counseling—are available to all adult

workers seeking employment services.

Our plan would separate the workforce system’s two core competencies—skills
development and career services—into distinct federal agencies. This separation
would simplify the system, thereby enabling each agency to concentrate on excel-
ling at its core competency. The separation would also provide greater transpar-
ency in determining how workforce funds are being spent and whether those

funds are achieving results.

We propose merging the workforce system’s myriad responsibilities into these new

agencies. The first agency, the Workforce Investment Bank, would be responsible
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for developing a competitive workforce. The second agency, the Career Navigation
System, would be responsible for expanding access to intensive services such as skills
assessments, career counseling, and case management—while continuing to provide

assistance for job search, job referral, and re-employment services.

To ensure a sufficient level of funding to educate and train an additional 2.5 mil-
lion workers while expanding access to career navigation services, we combine
workforce programs currently managed by the departments of Labor, Education,
Agriculture, and the Interior, along with the Lifetime Learning Tax Credit, and
direct those resources to our new workforce system. But we also recognize that
reorganizing existing funds is insufficient to address our looming shortage of
skilled workers. So we incorporate a recent proposal from the Obama administra-

tion—the Community College to Career Fund—into our reform plan as well.

It is possible, unfortunately, that opponents of the federal workforce system will
embrace some of our ideas for restructuring the system while ignoring (or reject-
ing) the need for more funds. That would be a mistake. Simply restructuring the
system into a block grant will not produce savings large enough to educate and
train millions of workers. The point of our proposal is not to save a few dollars

in the short term but rather to develop a competitive workforce that will expand
the middle class, improve economic mobility, and support economic growth for

another generation of American workers.

In addition to reorganizing the federal structure of the workforce system, our
plan transfers governance and oversight responsibilities to a modified system
of regional authorities that would better align with natural labor markets and
regional economic development. Regional authorities would be in charge of allo-
cating job training funds, developing and implementing partnerships, minimizing

the administrative burden on partners, and overseeing programs to ensure quality.

They would, in turn, be held accountable to a redesigned performance measure-
ment system that encourages progression and completion of postsecondary
credentials. These performance measurement systems should be designed along
the lines of models emerging from states such as Washington, with its Student
Achievement Initiative, and from the Complete to Compete Campaign, promul-

gated by the National Governors Association.*

We believe this proposal takes a thoughtful approach to reorganizing the workforce

system. It is designed around the core tenet of building human capital throughout
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a worker’s lifetime—aiming to train another 2.5 million workers annually—as
opposed to other plans, which are shortsightedly designed around the primary goal

of reducing costs. The following sections further outline our proposal.

Education and skills

Designing a hybrid education and training system vary dramatically,

One way that working adults can obtain a college-level education is by enrolling which is w hy
in a two-year or four-year university program. But working adults lead very busy
lives—often with children and full-time jobs—and very few can afford to stop it's im portant
working to become full-time college students. For these individuals, the workforce
system should offer a more flexible option to obtain a college-level educationand ~ TO red eSig N
skills at their own pace.
our workforce
The Workforce Investment Bank would focus exclusively on providing options
for adult workers at all levels to acquire college-level skills and training. That system with the
would include:
specific purpose
* Helping college-ready adult workers retrain in community colleges, technical
colleges, and registered apprenticeships to learn new skills being sought by high- of addressin g
growth industries in their regions
those needs—not
* Enrolling adult workers who need remedial coursework into career pathway pro-

grams that will eventually lead to postsecondary credentials creatin gad rbitra ry

* Assisting very low-skill adults enroll in education and training programs that distinctions that
provide adult basic education while simultaneously introducing participants
to entry-level occupational training that will help them build a foundation for are unrelated to
economic mobility
building human
These examples illustrate the broad spectrum of education and training needs that
exist across our adult workforce. In other words, education and skills vary dra- cap ital.
matically, which is why it’s important to redesign our workforce system with the
specific purpose of addressing those needs—not creating arbitrary distinctions

that are unrelated to building human capital.

As discussed earlier, we believe the workforce system needs to transition into a
hybrid model that combines the educational rigor of higher education with the

labor-market focus of workforce training. A hybrid model would emphasize educa-
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tion and training programs with both an academic component and an applied learn-

ing component—Ileading to an associate’s degree, technical certificate, or credential.

These two components would produce workers who have the preferred combi-
nation of theoretical knowledge and hands-on experience necessary to secure a
middle-class career in our constantly evolving economy. The Center for American
Progress highlighted a few of these models in its issue brief for the White House
Summit on Community College in October 2010.2° The most promising hybrid
models are listed below.

Sector partnerships

These programs are collaborations between training providers—typically commu-
nity colleges, technical colleges, labor-management agreements, or other training
providers—and a group of businesses in the same industry or service sector. The
programs combine public and private resources to create alternative education

and training models intended to build a skilled workforce for a particular industry.

Registered apprenticeships

These programs are long-term, formal training contracts between an employee
and employer. During the course of a registered apprenticeship, apprentices are
employees enrolled in a structured training program that alternates between on-

the-job training, classroom training, and hands-on work experience.

“Learn and earn” training models

This is a broad category consisting of programs that recognize the need for partici-
pants to earn an income while increasing their skills. Examples include on-the-job
training, paid internships, and work-study programs, among others. Registered
apprenticeship is also a “learn and earn” model. Programs can be work-place-
based with a training component such as on-the-job training or classroom-based

with a workplace component such as paid internships and work-study.
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Career pathways

These programs offer clear sequences of coursework to move from lower skill lev-
els all the way to associate’s degrees or other professional credentials with multiple

entry and exit points along the way.

Contextualized instruction

These programs combine adult basic education with occupational training so

students learn literacy and workplace skills at the same time.

It is important to note that all five of these hybrid training models and partner-
ships would vary across different regions of the country. The strength of the auto
industry in the Midwest and the South, for example, has given rise to the Auto
Communities Consortium, a training partnership between community colleges
and the auto industry in Michigan, Ohio, Indiana, Iowa, Illinois, Wisconsin,
Kentucky, and Tennessee. South Carolina—with its tourist hubs of Hilton Head,
Kiawah, and Myrtle Beach along the Atlantic coast—has developed registered
apprenticeships to train new workers in the hospitality industry. In Seattle, a staff-
ing crisis at the Seattle-King County Hospital prompted a public-private partner-

ship to train health care workers.

Opverall there is potential for hybrid training models and partnerships in a multitude
of sectors, including energy, information technology, construction, advanced manu-
facturing, transportation, hospitality and tourism, and health care, among others.
These industries offer future job openings that pay middle-class wages and include
career ladders for low-skill workers to improve their circumstances as they acquire

new skills and credentials. (see Box on next page)

In the next two sections, we will outline the contours of our proposed new agen-

cies, the Workforce Investment Bank and the Career Navigation System.
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Government Accountability Office study offers evidence for training partnerships

The Government Accountability Office released a report earlier this [Vlirtually all of these collaborations grew out of efforts to address

year documenting the success of 14 promising collaborations between critical work needs of multiple employers, typically in a specific sec-
tor, rather than focusing on individual employers. Additionally, the

partners in these initiatives made extra effort to understand and

workforce systems and industry sectors. The study, called “Innovative
Collaborations between Workforce Boards and Employers Helped
Meet Local Needs,” reported that these collaborations led to increased work with employers so they could tailor services such as jobseeker
development of skilled workers and high placement rates in their fields ~ assessment, screening, and training to address specific employer
needs. In all cases, the partnerships included workforce boards,

employer, and education and training providers, and in some cases,

of training. The success of these collaborations also expanded the pool
of employers interested in partnering with the workforce system.?”
they also included local school districts, regional organizations that

According to the study: promoted economic development, state agencies, or labor unions.

FIGURE 4
Why some training partnerships saw success

Certain factors facilitated collaboration between workforce systems and industry sectors

Factors that facilitated collaboration in selected initiatives

. . Employer- Minimizing .
Focusing on ) Leveraging . . h Demonstrating
Leadership responsive administrative
urgent needs resources ) results

services burden

Source: GAO analysis of interviews.

The study found six common factors that contributed to the success » Leveraging resources: The study found that all 14 partner-
of these collaborations: ships received cash or in-kind contributions from participating
employers.

« Focusing on urgent needs: According to the Government

Accountability Office, “virtually all of the initiatives focused on
ways to supply workforce skills that were commonly needed by
multiple employers in a specific sector.” In addition, collabora-
tions that spanned an entire sector instead of a single employer
led to an overall increase in skilled workers—instead of a
zero-sum game between companies competing for a scarcity of
qualified workers.

Leadership: The report highlighted the need for an honest broker
to build trust among competitors and to focus on opportunities for
systemic change.
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» Employer-responsive services: Some employers provided direct
input into training curricula, and some training programs led
directly to industry-recognized credentials.

+ Minimizing administrative burden: Workforce system staff
handled administrative responsibilities, enabling other partners to
focus on training activities.

« Demonstrating results: Training programs led to an increase
in skilled workers, high placement rates for participants, and
increased participation by employers in the workforce system.?



Workforce Investment Bank

Our reform plan envisions a single agency, the Workforce Investment Bank,
funded at $10 billion annually, whose mission it would be to develop a skilled
workforce through this hybrid system of higher education and workforce training.
The system would emphasize training programs that combine academic knowl-
edge and applied learning—moving adult workers further along an education and

training continuum throughout their lives.

The program would prioritize all workers who have not yet earned some type of
degree or occupational credential beyond the high school level. Programs would
cover the full spectrum of education and training needs—including low-skill
workers with multiple barriers to employment; minimally skilled workers who
need remedial coursework; and college-ready workers who possess the skills to

enroll immediately in a community college or technical college program.

The Workforce Investment Bank would need to include safeguards to guarantee

that our most vulnerable communities of workers continue to receive services. The
system should require states, regions, and partnerships to collect disaggregated data
by sex, race, ethnicity, socioeconomic status, disability, and English-language profi-
ciency. It should also focus on integrating longitudinal data systems across education
and workforce training programs. A single system of performance measures built
around this level of data collection would ensure that regional authorities are kept

accountable for building the human capital of all the workers they serve.

The Workforce Investment Bank should also adopt performance-based fund-

ing incentives to reward programs that help the most disadvantaged individuals

to complete training programs. For example, in Tough Choices or Tough Times,

the New Commission on the Skills of the American Workforce recommended a
weighted formula that starts with a base level of funding per individual enrolling in
a program—and then provides additional funding for students with more exten-
sive needs. We believe this type of “weighted student funding” or “disadvantage

uplift” policy should be a prerequisite for access to federal funds.”
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The Workforce Investment Bank would have three main programs:

* College for Working Adults
* Career Pathways for Working Adults
* Targeted Communities Workforce Investment Fund

Let’s take a look at each program—and its associated long-term training strate-

gies—in further detail in the remainder of this section.

College for Working Adults

The first program, College for Working Adults, would serve adult workers who are
ready for college-level education and training. Participants would receive training
through partnership-sponsored programs such as sector partnerships, registered
apprenticeships, and “learn and earn” models. Programs receiving public subsidies
would be required to lead to an associate’s degree, technical certificate, or indus-

try-recognized credential.

The program would have an ambitious goal of enrolling 1.5 million adult workers in
education or training programs annually. Such a substantial increase in human capi-
tal would help to eliminate our shortage of skilled workers—leading to a stronger
middle class, increased economic mobility, and faster economic growth. We’ll now

detail how our proposed workforce training strategies would work in this program.

Sector partnerships

Arguably the centerpiece of our hybrid workforce training system would be a signifi-
cant expansion of sector partnerships. As the Center for American Progress outlined
in a previous proposal, the purpose of these partnerships is to develop alternate
pathways to postsecondary credentials that are explicitly linked to the labor mar-
ket.** Primary partners include education and training providers—such as commu-
nity colleges or technical colleges—and a group of businesses or an industry sector.
Additional partners can include labor organizations, trade associations, and the
workforce system. Partners contribute direct funding, human resources, facilities,
equipment, and expertise to the programs. Our plan would support up to 1 million

adult workers enrolling in these sector-based models annually.
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As we highlighted in our previous paper, one of the best examples of the sector
partnership model is found at Macomb Community College in Macomb County,

Michigan. An article in Businessweek outlined the general framework:

Because of its location, the college has long had a symbiotic relationship not only
with GM—Macomb Community College President James Jacobs estimates

that 40 percent of the designers there studied at Macomb—Dbut with most of the
local manufacturing sector, providing companies with graduates while draw-

ing on them for funding, faculty, and even state-of-the-art equipment. Haas
Automation, the country’s largest machine tool maker, supplies the college with
CNC mills and lathes. All of the Big Three have outsourced training for their
own employees to the college over the years, collaborating to design curricula and
tests. Macomb has a deep familiarity with the workforce needs of those compa-
nies and connections with the people who do the hiring. The result is an informal

system that quickly matches workers with the labor needs of companies.’'

By partnering with the auto industry, Macomb Community College ensures that
its academic credentials are directly linked to current job requirements, and that
graduates are top contenders for immediate job openings in the industry. This
type of public-private partnership is beneficial for workers, employers, and the
regional economy. We believe the federal government should redirect its invest-

ment in workforce training to replicate this model across the country.

A related option is to expand the role of technical colleges. Tennessee Technology
centers, for example, offer no-frills technical training programs that lead to middle
class jobs. Tennessee has 27 technology centers offering technical certifications
and industry-recognized credentials through more than 50 programs—includ-
ing health care, information technology, advanced manufacturing, and a series

of traditional trades. These programs also serve a large portion of nontraditional

students—the average age is 32.

Tuition is low, ranging from $2,400 for a three-trimester program to $4,000 for a
five-trimester program, plus expenses for labs, books, and materials. But success

is high. All 27 centers reported graduation rates above 50 percent for the past five
years, with an average graduation rate of 70 percent. Graduates also do well in
comparison to their peers. In 2008 nearly 1,500 practical nurses took the licensure

exam, and 91 percent passed—compared to a national average of 86 percent.
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Moreover, training slots at Tennessee Technology centers are closely aligned with
existing demand for workers in a particular occupation—Ileading to a systemwide
placement rate of 83 percent for students entering employment in their field of
training.*> Although programs are not formally aligned with a group of businesses or
an industry sector, the system operates on a similar philosophy and could serve asa

model for other technical colleges responsible for developing a skilled workforce.

Engineering systemic change through sector partnerships

Equally important, sector partnerships forged by the new Workforce sector of industry, such as health care, transport or logistics. Large
Investment Bank are intended to be transformative. Partnerships numbers of these kinds of jobs are expected to be created locally in the
should be established to address the long-term needs of the regional next decade. (In health care alone, the city expects 84,000 openings
workforce and regional employers. Programs should not be con- in the Chicago area.) The mayor wants to make sure that local young
strained by traditional requirements such as semester schedules or people, rather than new arrivals from outside the city, have a shot at
seat-time conditions. these positions. Malcolm X College, for example, will get a $251 million
campus and its courses will be redesigned to match the needs of its
One policymaker who already is embracing sector partnerships as a new partners, such as the nearby Rush University Medical Center.33
model for systemic change is the mayor of Chicago, Rahm Emanuel.
A recent article in The Economist reports: Other regions have been pursuing similar strategies for years, which
means it is past time for the federal government to catch up to local
Under a plan produced for the mayor in December last year, each of and regional innovation. The workforce system needs to place its full
the city’s community colleges is to be tailored for training in a specific support behind public-private partnerships and sector strategies.

Apprenticeship programs

Another promising college-level training model is the registered apprenticeship—
arguably the most underutilized form of postsecondary education and workforce
training in the country. We believe there is substantial room for growth in the
apprenticeship model, particularly in industry sectors that have not traditionally
used it to train their workforce. Our plan calls for an additional 500,000 appren-

tices across the country.

Registered apprenticeship is a particularly successful training model that com-
bines an academic component with a hands-on component. Academic instruction
is often provided through a partnership with the local community college or tech-

nical college and can result in credit that leads to an associate’s degree. Structured
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on-the-job training is workplace-based and is overseen by experienced instructors

provided by the sponsoring company or labor union.

Apprenticeships include a minimum of 144 hours in the classroom alongside an
additional 2,000 hours of formal on-the-job training or hands-on work experi-
ence. Traditional apprenticeships can last two years to four years and can provide
a comparable amount of training on an annual basis. Upon completing the pro-
gram an apprentice receives a nationally recognized certification in their industry.
According to the Department of Labor, apprenticeship completers earn an average
starting salary of $50,000 and make as much as $225,000 more than comparable

job seekers in their lifetimes. (see box)

Many states are rapidly learning the value of apprenticeships. Since the creation
of Apprenticeship Carolina in 2007, South Carolina has quadrupled the size of its
registered apprenticeship program. South Carolina also achieved its success with
a fairly modest public investment—by offering companies a $1,000 annual tax
credit for each registered apprentice. As South Carolina expanded its registered
apprenticeship program, it added apprenticeships in a variety of sectors, includ-
ing advanced manufacturing, construction, energy, health care, transportation,

information technology, along with tourism and hospitality.

But there are only 400,000 registered apprentices in the United States—approxi-
mately 0.25 percent of the overall labor force. In comparison, between one-half
and two-thirds of the German labor force receives occupational training through
their formal apprenticeship system. Germany’s dual system of apprenticeship sup-
ports 1.8 million apprentices and includes approximately 500,000 private com-
panies sponsoring apprenticeship training programs. If the United States training
system reached a similar level of per-capita participation, it would equal approxi-

mately 7 million apprenticeships.

Other countries are expanding the use of apprenticeships, too. Scotland has
doubled its Modern Apprenticeship program over the past few years to approxi-
mately 1 percent of its overall labor force. If the United States reached the same
per-capita level, it would mean 1.5 million apprentices—an increase of more than

1 million from current levels.

Our plan would more than double the current apprenticeship system. We believe
a federal investment of $1 billion could lead to as many as an additional 500,000

apprentices. Our plan would incorporate the Office of Apprenticeship within the

The benefits of
registered
apprenticeships

The U.S. Department of Labor
lists six benefits of registered
apprenticeships.

« A paycheck: Apprentices earn
hourly wages—typically start-
ing at 50 percent to 60 percent
of their eventual professional
wages and progressively
increasing throughout the
duration of the program.

« Hands-on career training:
Apprentices receive practi-
cal on-the-job trainingin a
wide variety of programs such
as health care, information
technology, and advanced
manufacturing.

« An education: Apprentices
can earn college credit, even
an associate’s degree.

« A career: Apprentices are on
their way to a successful long-
term career with a competitive
salary and little or no educa-
tional debt.

« National industry certifica-
tion: Apprentices earn a
certification that is portable
and valuable anywhere in the
United States.

« Recognizable partners: Many
of the nation’s most recog-
nizable companies such as
CVS Caremark Corp./Pharmacy,
United Parcel Service Inc.,
and General Electric Co., have
registered apprenticeship
programs.*



Workforce Investment Bank to work closely with regional authorities to conduct
outreach to the private sector, develop relationships with employers, and allo-
cate financial aid to promote registered apprenticeships. In addition, the Office
of Apprenticeship would continue to handle administrative responsibilities and

provide technical assistance to sponsoring companies or industries.
Financial aid could take two forms. Regional authorities could offer:

1. Scholarships of $1,000 to $3,000 per registered apprentice to offset academic
costs or on-the-job training costs. The size of the scholarship would be linked
to the apprentice’s eventual professional wage. As South Carolina has demon-
strated through its $1,000 tax credit for registered apprentices, a well-designed
subsidy with minimal administrative burdens can be a successful incentive for

companies to invest in training a skilled workforce.

2. Seed money for a small or medium-sized company to begin an apprentice-
ship program. Studies show that as many as 95 percent of companies using the

apprenticeship model are happy with the results and continue to support it.*s

Although registered apprenticeships offer a time-tested model for developing
skilled workers, many challenges still remain. For instance, many industries have
not embraced the model yet—approximately half of existing apprenticeships are
linked to construction trades. On the one hand, construction trades are not a
likely source for future expansion; on the other hand, however, there is significant
room for expansion in high-growth industries such as health care, information

technology, and advanced manufacturing.

“Learn and earn” training models

This category includes training programs that recognize the need for participants
to earn an income while increasing their human capital. Examples include on-the-
job training, paid internships, and work-study programs, among others. Programs
can be work-place-based with a training component (on-the-job training) or

classroom-based with a workplace component (paid internships and work-study).

The important aspect behind “learn and earn” training programs is that each
component should be directed toward long-term human capital development. For

classroom-based programs, paid internships and work-study should be related to a

40 Center for American Progress | Let's Get Serious About Our Nation’s Human Capital



student’s major or field of concentration. For workplace-based programs, aca-
demic courses should provide college credit that leads to a recognized credential

linked to increased responsibility or higher wages in the workplace.

Along those lines, the Bill and Melinda Gates Foundation outlined four design

principles for “learn and earn” programs.

* Strategic alignment: Synchronizes colleges and employers, resulting in struc-

tured, clear, and flexible credentialing pathway
* Rigor: Anchors in clearly defined learning competencies for acceleration and quality

* Career relevancy: Accelerates portable career rewards by including interim cer-
tificates/ certifications that are recognized by employers through wage increases

and/or promotions

* Financial and nonfinancial supports: Leverages employer benefits and student

services so both are aligned for working students®

Our plan would provide regional authorities with the discretion to develop innovative
“learn and earn” models with private employers in their areas. These programs would
include formal contracts to document training curricula and desired outcomes—

including links to college credit, licenses, recognized competencies, or credentials.

Career Pathways for Working Adults

The second program, Career Pathways for Working Adults, would serve adult
workers who need remedial education and training to prepare for college-level
coursework. According to the National Commission on Adult Literacy, as many as
80 million to 90 million adults have basic education deficiencies.”” But our adult

education and workforce programs assist only a small fraction of that population.

In this new program participants would receive training through programs that offer
“stackable credentials” along a chosen career path—indicating increasingly advanced
professional skills and competencies. The program would set a goal of increasing
enrollment in long-term career pathways and contextualized instruction programs by

more than 1 million adults annually. This investment in improving basic skills among
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low-skill adults would provide a second chance for millions of workers to grab the bot-
tom rung of the economic ladder and begin their climb to attain the American Dream.

To be clear, we expect the Career Pathways for Working Adults program to continue
to support basic literacy and numeracy programs for very low-skill adults. According
to the Department of Labor, approximately 87 percent of 2.2 million participants in
adult education in 2009-2010 were enrolled in adult basic education programs or
English literacy programs. It is imperative that millions of very low-skill adults con-
tinue to gain the fundamental reading and quantitative skills that will enable them to

benefit from career pathways and contextualized instruction programs.

Career pathways programs

The Department of Labor defines career pathway programs as “clear sequences of
coursework and credentials that help individuals of varying skill levels earn cre-

dentials valued by employers, enter rewarding careers in in-demand and emerging

FIGURE 5
Wisconsin RISE career pathways model

Model is representative of the Department of Labor’s definition of career pathways

Customers can enter the system at any point based on skill need

v v v V.

Adult basic education

English language Bridge
learning instruction

Work readiness

Workplace skill center
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job job skilled job technician technician technical profesional
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Source: Pat Schramm, Executive Director of the Workforce Development Board of South Central Wisconsin, and Dr. Bettsy Barhorts, President of Madison College,
Testimony before the Senate Subcommittee on Employment and Workplace Safety, February 16, 2012.
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industries and occupations, and advance to increasingly higher levels of education
and employment.”** Wisconsin’s RISE career pathways model is representative of

the Department of Labor’s definitions. (see Figure 5)

Similarly, the 1199C Training and Upgrading Fund in Philadelphia is a labor-manage-
ment partnership that has been using career pathway programs to create a pipeline of
skilled health care workers for almost 40 years. The program is a partnership between
54 Philadelphia-area health care employers and the American Federation of State,
County, and Municipal Employees-related national union of hospital and health care
employees. It provides high-quality training for more than 3,000 students annually.

Training offerings range from “GED/adult diploma programs to health care con-
textualized English, mathematics and English as a second language classes as well
as a variety of technical training programs resulting in an industry recognized cre-
dential that articulates with college credits and degree programs.” In other words,
the 1199C Training and Upgrading Fund helps adult workers acquire incremental
skills and credentials that can propel them from being unemployed and needing
remedial education to earning an entry-level position in the health care sector to

advancing to a professional career that pays middle-class wages.

Students can continue onto professional programs in a variety of health care fields,
including health information technology, child development, multiple skill levels
in the nursing profession, and multiple types of allied health careers such as long-
term care and home-based care. In addition, participants acquire college credit
that can be applied toward associate’s degrees in nursing or behavioral health at

local community colleges.

Contextualized instruction

Central to the idea of implementing career pathways is the concept of contextual-
ized instruction. Two pioneers in this field of career pathways and adult education
are Washington state’s Integrated Basic Education and Skills Training, or I-BEST
program, and Minnesota’s FastTRAC. These programs are recognized for pairing
occupational training with adult basic education so students learn literacy and work-
place skills at the same time. In addition to offering education and training simultane-
ously—reducing the amount of time needed to achieve proficiency—contextualized
instruction programs also provide support services such as academic advising, men-

toring, and tutoring, along with financial assistance for child care and transportation.
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Despite service participants with extremely low education and skill levels, con-
textualized instruction programs have been successful in increasing completion
at the postsecondary level, including credential attainment. According to the

Center for Law and Social Policy:

Recent data from the statewide program shows that I-BEST students are 56
percent more likely than regular adult education students to earn college credit,
26 percent more likely to earn a certificate or degree, and 19 percent more likely
to achieve learning gains on basic skills tests.”

Investing in workforce training funds to help low-skill adults is crucial for two rea-
sons. The first reason is that higher educational attainment leads to an abundance
of positive outcomes such as increased wages, improved employment rates, and
increased access to health insurance. The second is that higher educational attain-
ment leads to a decrease in need for safety-net programs such as unemployment
benefits, food stamps, and Medicaid and also results in lower incarceration rates.
This combination provides strong evidence that career pathways and contextual-

ized instruction programs are cost-effective investments.

Serving at-risk communities

One of the most important priorities for the Career Pathways for Working Adults
program would be to continue serving at-risk communities such as recipients of
supplemental nutrition assistance and participants in adult basic education. We
believe these groups would benefit from a shift to career pathways and contex-
tualized instruction that leads to industry-recognized credentials. Unfortunately
many training programs offered to supplemental nutrition assistance recipients are
limited to low-cost services such as job-search assistance. But a recent report by
the National Skills Coalition demonstrates there are innovative programs to serve

these individuals as well. For example:

* South Seattle Community College has served nearly 11,000 supplemental nutri-
tion assistance recipients since 2005 by providing short- and long-term train-
ing. Participants completed more than 75 percent of training programs, and 70

percent found employment.

* Capital Community College in Connecticut has trained more than 300 of these

recipients to become certified nursing aides since 2009.
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* Kirkwood Community College in Iowa has helped more than 400 of these
recipients obtain occupational training and credentials since 2007. More than

90 percent of students have successfully found employment.*

The success of these innovative programs—from Philadelphia to Minnesota to
Seattle—proves that our low-skill adult populations are a pool of untapped talent.
Maximizing the potential of our workforce and boosting economic growth will
require increased support for education and training programs that help low-skill

and at-risk individuals develop a self-suflicient career path.

The Targeted Communities Workforce Investment Fund

There are exceptions to every rule. The third program, the Targeted Communities
Workforce Investment Fund, focuses on certain communities that are not well-
served by state or regional workforce systems. These groups are generally served
by national grantees, who reach out to them to provide education and training
services. Our plan recognizes that it would be counterproductive to incorporate
these groups into programs managed by regional authorities. Therefore our reform

plan sets aside a workforce training fund to serve targeted communities such as:

* American Indian and Native American programs: The Workforce Investment
Act includes a separate funding stream for Native American tribes and Alaska
Natives. Approximately 178 tribes or tribal nonprofits receive competitive
grants to deliver employment and training services. In addition, the Department
of the Interior funds employment and training programs to benefit this popula-
tion. The Targeted Communities Fund would combine these programs and
continue to provide biannual competitive grants to serve American Indian and

Native American programs.

Migrant and seasonal farmworkers: The Workforce Investment Act also
provides a separate funding stream for the National Farmworker Jobs program.
The Department of Labor awards competitive grants to “state agencies, local
workforce investment boards, faith-based and community organizations, institu-
tions of higher education, and other entities capable of delivering services on a
statewide basis.” The Targeted Communities Fund would continue to support

biannual competitions to these entities.
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* Ex-offenders: Formerly incarcerated adults face additional barriers to acquiring
postsecondary education, training, and employment. Congress has tradition-
ally recognized these barriers and provided separate funds for organizations
with experience serving ex-offenders. Programs are funded through competitive
grants from the Department of Labor and Department of Justice. The Targeted
Communities Fund would continue to support multiyear competitive grants to

serve formerly incarcerated individuals.

Veterans: The Department of Labor has a separate agency, the Veterans
Employment and Training Service, to provide services to the veteran commu-
nity. Approximately two-thirds of the agency’s funding is allocated to state work-
force agencies and support specialists to conduct outreach and offer services to
veterans. The next-largest expenditure is a federal program to provide employ-
ment and training services to homeless veterans. The Targeted Communities
Fund would maintain a separate funding stream to ensure that veterans continue

to receive priority services.

These communities are not distributed evenly across the country and would not be
served well by incorporating them into larger programs funded through a general
formula or block grant. Therefore our plan reserves a separate funding stream
within the Workforce Investment Bank—which we call the Targeted Communities
Workforce Investment Fund—that would continue to fund national grantees so

they can provide direct services to each of these disadvantaged populations.
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Case study: Utah’s workforce training system

A recent scientific study of workforce training in Utah offers sub-
stantial support for our emphasis on using the workforce system
to pursue associate’s degrees, technical certificates, and industry
credentials to build human capital. The Utah study followed
32,475 workers for a total of four years and compared outcomes
of workforce interventions—including degree programs, occupa-
tional training, GED programs, paid internships, unpaid intern-
ships, and life skills. The length of the study period is important
because it more accurately reflects the accrual of employment and
earnings benefits over time.*'

The study demonstrated that degree programs, occupational
training, and “learn and earn” training strategies provided substan-
tial employment and earnings benefits.

By the fourth year of the study, male participants who enrolled in
two-year degree programs were earning an additional $4,700 per
year, while female participants who enrolled in two-year degree
programs were earning an additional $3,400 per year. Both groups
had employment rates 9 percentage points higher than nonpar-
ticipants. According to the authors of the study, “the total sum

of four-year earnings differences for all degree program trainees,

both male and female, minus the total expenditures for these services
produces a net positive amount of $3,145,000."

In other words, these degree programs more than paid for themselves
within four years. The study also notes that annual earnings were

still moving upwards for all groups of participants—which means
degree programs would likely pay even larger dividends through wage
increases and additional earnings in future years. (see Figure 6)

Participants in occupational skills programs also demonstrated sub-
stantial returns. According to the study, “Occupational skills training
focuses mainly on short-term certificate programs, such as certified
nursing assistant, commercial driver’s license, and various medical
assistant programs, and the training typically takes place at technical
colleges, community colleges, or universities.”

FIGURE 6
Utah'’s workforce training pays dividends

Four-year earnings increases for participants in the state’s
workforce training programs leading to degrees
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Source: Utah Department of Workforce Services

By the fourth year, male participants in occupational training were
earning an additional $2,100 per year, while female participants

were earning an additional $1,200 per year. Employment rates for
males and females were 7 percentage points and 8 percentage points
higher than nonparticipants, respectively.

According to the study, “Occupational training leads to earnings
improvements that are significantly larger than the total amount of fed-
eral funding dollars spent on these services.” More specifically, earnings
for men in occupational training exceeded program costs by $12 mil-
lion, while earnings for women exceeded program costs by $10 million.

Continued on next page

www.americanprogress.org 47



Once again it is important to note that occupational training more FIGURE 7

than paid for itself within the four-year period studied. Moreover, Utah’s workforce training pays dividends
participants receiving occupational training and credentials would Four-year earnings increases for participants in the state’s
be expected to continue to earn higher wages for the indefinite occupational training programs

future—their training and credentials likely serve as a foundation

for future training and lifelong advancement. (see Figure 7) Rl
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Regional authorities

Five years ago the New Commission on the Skills of the American Workforce
released a report, “Tough Choices or Tough Times,” which recommended moving
to a system of regional councils to oversee the workforce system and economic

development.* According to the report:

[1]t is at the regional level that where most experts agree that U.S. competitiveness
will be determined. It is there that supply chains, complementary industries, inves-
tors, university-based and other research efforts, and skilled people can join forces to

achieve the critical mass necessary to stimulate economic activity and innovation.?

Our plan adopts this argument and seeks to shift hands-on governance of the work-
force system to the regional level. The reality is that Workforce Investment Act gov-
ernance is well-intentioned but its proliferation of 600 local workforce boards, based

on local political jurisdictions, is potentially inhibiting economic development.
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The “Tough Choices or Tough Times” report identified regional economic
development districts as a better foundation for regional governance. Shifting to
these new regional districts would cut the number of workforce boards in half to
approximately 300. The change would not be a radical overhaul of local gover-
nance. On the contrary, it is a reasonable component of our overall proposal to
more closely align the workforce system with our nation’s economic needs. The
report proposed to use these regional authorities to align workforce programs,
economic development programs, and community colleges into a comprehensive

regional economic development strategy.

Our plan follows this general template by streamlining the existing amalgam of
workforce programs into a comprehensive workforce system and then placing this
system into a regional context. We believe this proposal will improve coordination,
maximize resources, and direct more resources to education and training programs

that will help to develop millions of skilled adult workers across the country.**

Investing in proven training strategies

These regional authorities would act as fiscal agents for the Workforce Investment
Bank and would take the leadership role in developing training partnerships. That
means regional authorities would be able to invest $10 billion annually in all levels
of education and training for adult workers. Regional authorities would use their
resources and expertise to bring together workers, employers, education and train-
ing providers, and public officials to expand proven training strategies that serve

the long-term economic development efforts in their regions.

Regional councils would continue to be led by private-sector business leaders,
with expert assistance from sector experts, community college and technical col-
lege leaders, local elected officials, workforce professionals, and labor representa-

tives. Their efforts would focus on:

* Developing partnerships between community colleges and industry sectors
leading to associate’s degrees and credentials

* Expanding the use of registered apprenticeships

* Supporting “learn and earn” training models

* Using career pathways strategies

* Establishing contextualized basic skills programs
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In addition, regional authorities would be responsible for overseeing imple-
mentation and data reporting of training programs to ensure quality and results.
Regional authorities would, in turn, be held accountable to federal agencies
through a performance measurement system that encourages progression toward
and completion of postsecondary credentials. These performance measurement
systems can be built on the foundation of emerging initiative similar to those
already mentioned in Washington state and the broader Complete to Compete

Initiative supported by the National Governors Association.

Promoting high-performance workplace practices

Regional councils should also include business leaders with experience in tal-
ent development. Firms that exemplify talent development practices for workers
include Southwest Airlines Co., health care provider Kaiser Permanente, and
motorcycle maker Harley Davidson Inc., as each of these firms uses high-perfor-
mance workplace practices to engage its workers.* The term high-performance
workplace generally refers to a workplace that develops and leverages an employ-
ee’s knowledge and abilities to create value through practices including training,
mentoring, knowledge-sharing, incentives, partnership-based labor-management

relations, and other shared decision making mechanisms.

In addition to business acumen, these private-sector representatives understand
the best practices for building a workforce based on knowledge and skill. For local
workforce development areas that lack business leaders with this type of experi-
ence, we recommend creating a partnership with the Manufacturers Extension
Program—a Department of Commerce program that develops the management
and production capacities of small and midsize companies. A partnership with the
Manufacturing Extension Program would develop the capacity of small businesses
and other employers to meet high-performance workplace standards to facilitate

participation on boards.*
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"Growing evidence shows that firms embedded in
regional clusters supported by institutions providing
education, training, finance, and marketing services
experience higher rates of job and wage growth than
comparable firms not embedded in such clusters#’

—Thomas Kochan, co-director of the Institute for Work and Employment Research at the

Massachusetts Institute of Technology Sloan School of Management
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Career Navigation System

Our reform plan envisions another agency, the Career Navigation System, whose
mission would be to empower workers to build their own human capital assets
over time.” Many of us remember our first savings account. Our parents or
grandparents gave it to us around age 10 with $50 already deposited. The idea was
to see the money appreciate, to deposit more from allowances, birthday gifts, or
paper routes, to learn the value of compound interest over time, and to understand
how assets are created. This understanding of asset accumulation over time is a

principle that works for human capital as well.

The Career Navigation System is meant to be user-driven and fully interconnected
with the workforce system, including with private employers. It is also designed

to guarantee access to professional assistance—including skills assessments,
individual career counseling, case management services, job search assistance,
and labor market information. In this section of our report we’ll demonstrate the
importance of career navigation services and then detail our proposals to imple-

ment them on a national scale.

Understanding career navigation services

To apply these principles to the workforce training system, we need to start with a
basic understanding of three terms: career, career development, and career naviga-

tion services.

The National Career Development Association defines career as “the sum total

of one’s life experiences, including education, paid and unpaid work, and com-
munity, volunteer and family activities.”* The Canadian Standards and Guidelines
for Career Development Practitioners defines career as “a lifestyle concept that
involves the sequence of work, learning and leisure activities in which one engages
throughout a lifetime ... Careers include how persons balance their paid and

unpaid work and personal life roles.”*°
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Career development is defined as “the lifelong process of managing learning,
work, leisure, and transitions in order to move toward a personally determined
and evolving preferred future”' Career development is made up of multiple fac-
tors—educational, sociological, economic, physical, and chance—that influence

the nature and significance of work throughout an individual’s lifetime.>

Career navigation services are activities intended to help individuals of any

age and at any point in their lives make educational, training, and occupational
choices and manage their careers. Such services may be found in secondary
schools, colleges, universities, training institutions, employment services, the
workplace, the volunteer or community sector, and the private sector. The activi-
ties may take place on an individual or group basis or may be in person, on the
phone, or via the Internet. Specific services could include the provision of career
information, assessment and self-assessment tools, counseling interviews, career

education programs, internships, work-search programs, and transition services.
Three things are clear from these definitions:

1. Career and career development are unique to each worker and both require a

strong sense of where one has been and where one would like to go in work and life.

2. All workers—young or old, employed or unemployed, skilled or unskilled—
are always developing their human capital. Human capital development is not

limited to a classroom or a period of unemployment.

3. At some point in their career, most workers will need some professional assis-
tance because few individuals understand all of the complex options available

to them.

Our reform plan builds a Career Navigation System around these realities.
The foundation of the system would be our existing 2,800 One Stop centers,
Educational Opportunity centers on community college campuses, the online

tool Career One Stop (www.careeronestop.org), and other online tools such

as the recently activated Healthcare One-Stop (www.ven.org/healthcare). This
foundation would be leveraged to ensure that any worker at any time in her or his
career could access information and resources that would help him or her make
smart career decisions. The assistance could be self-directed or guided by support

from a credentialed professional, depending on individual needs.
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Expanding universal services

Our plan also expands the list of universal public services to include career naviga-
tion. We believe that skills assessments and individual career counseling should
be available to any adult worker seeking assistance—whether employed, recently
dislocated, or long-term unemployed. As outlined above, services should include
a slate of online tools to improve outcomes for self-motivated workers, enabling
them to access and manage their online profiles from home or on a smart phone.
It should be designed as an iterative process that makes it easy for adult workers to

continuously update their career plans and objectives.

President Obama took a step toward universal career navigation services in his FY
2013 budget proposal for the fiscal year beginning in October. He proposed to
take the comprehensive suite of career services currently available to workers who
qualify for Trade Adjustment Assistance and extend those services to all dislo-
cated workers—regardless of the reason for job loss. According to the administra-
tion, “The Budget proposes a universal core set of services where the focus is on

helping all dislocated workers find new jobs.”

The administration’s proposal goes on to list an extensive set of services that it

plans to extend to all dislocated workers, including:

* Comprehensive and specialized assessments of skill levels and needs
* Individual employment plans for each impacted worker

* Short-term prevocational services

* Individual career counseling

+ Employment statistics information (labor-market information)

While we applaud the administration’s recognition that all dislocated workers
should have access to these services, we believe the approach is too limited. Career
navigation services should be extended to all adult workers seeking assistance. In
fact, the new system should redefine services previously categorized as “intensive
services’—including skills assessments, career counseling, and case manage-

ment—as universal “core services.” Here’s how we would do that.
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Career GPS

The hub of our proposed Career Navigation System is that any worker seeking
assistance would create a Career GPS account—an obvious play on the ubiquity
of global positioning systems in finding our way around today via cell phones and
our cars.*® This online account would provide a platform for each worker to track
their human capital investment over time—including employment history, educa-
tion, skills, and peer and professional network development. It would allow for
The key to Career self-directed, as well as professional-assisted, career navigation services. Individuals
could create a Career GPS account on a voluntary basis upon graduation from high
GPS is that it is N0t school, orientation at a new job, transition from an old job, application for unem-
ployment insurance, or other contact with the Career Navigation System.
designed to help
A Career GPS account would include access to skills assessment and self-assessment
one look for work  tools to help workers develop a better understanding of their strengths, weaknesses,
skills, and interests. It would also supply information about a broad range of career
but to mana g€  options via multimedia tools—ranging from videos of workers in various occupa-
tions to clearly explained data about specific jobs such as local labor-market demand,
ONEe's NUMan  education and skills requirements, and compensation. Workers exploring specific
education and training programs could find information on providers in their

Cap ital assets to region, course offerings, graduation rates, and financial aid.

build a career.  The accounts would be designed for the worker to share them—again on a vol-
untary basis—with workforce professionals such as career coaches, advisers, and
counselors. (see next section for an explanation of the differences) Workers could
also share their accounts with potential employers for job search or recruitment
purposes, as well as training partners in the workforce system such as community
college counselors, apprenticeship programs, community-based organizations,

unions, and employer-based models.

This functionality could also be used to develop an interface with public financ-
ing resources such as workforce training accounts, Pell Grants, and student loans
so a worker could track their human capital investment. Moreover, Career GPS
accounts would need to be interoperable with leading social media tools such as
Linkedin, GitHub, and emerging Digital Badges resources so that each worker
would benefit from those peer networks as well.

The key to Career GPS is that it is not designed to help one look for work but

to manage one’s human capital assets to build a career. The best metaphor again
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comes from the financial sector. E-trade and Motley Fool provide web tools for
their clients to manage everything—from their checking account to mutual funds
to retirement savings—on easy-to-use interfaces. With this interactive capability,
individual investors are able to manage their portfolios for optimal returns. Much
of this is done in a self-service fashion, while the investor also has access to profes-
sional assistance as needed. Our Career GPS would provide a similar user-driven

platform with access to a variety of technological and human resources.

User-driven engagement—the hallmark of Career GPS—is a strategic pivot
intended to engage each worker in their own human capital development. This
shift is important because the Department of Labor’s current suite of web tools is
designed, unfortunately, for job search instead of for engaging the worker in build-
ing their human capital assets over time. The system also follows the original spirit
of the Workforce Investment Act and its goal of equipping workers with informa-

tion to make good training decisions.

Professional career assistance

Although our platform is designed to promote user engagement, it also recognizes
that many individuals will need more personalized assistance such as career coach-
ing, advising, or comprehensive counseling. So our Career GPS system would also
include access to face-to-face and interactive services at 2,800 One Stop centers
around the country, which would be staffed by professionals qualified to provide

career navigation services.>*

Itis important to note that counseling, coaching, and advising are terms closely
related to different skill levels that indicate the professional has certain competencies
to assist each worker to navigate their career. To ensure that workers seeking assis-
tance receive high-quality services, our proposal would structure the system around

accepted standards in the field and a minimum level of credentialing for all providers:

* Career counseling is provided by a professional with a master’s degree in

counseling,

* Career coaching, an emergent field that has arisen in recent decades, is provided
by a professional who has taken a course from a certified education provider and

earned a certificate in career coaching.
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* Career advising, a term coined by the Council For Adult and Experiential
Learning, is often provided by individuals with a college degree and on-the-job

experience in human resources and workforce development.

These resources—career counseling, coaching, and advising—are services based on
a set of internationally-recognized standards that have been endorsed by America’s
Career Resource Network and adopted by the National Career Development
Association. These standards frame the career navigation development process so

that credentialed professionals develop competencies in three key areas:*

Personal and social development, which focuses on individual career decision
making to develop the interpersonal skills needed to access financial and educa-

tional resources and to integrate change into the career path of workers

Educational achievement and lifelong learning, which focuses on skills to
achieve the education levels needed to reach personal goals, to continue to reach
personal goals, and to continue to learn and further the careers of workers in a

changing economy

* Career management, which focus on skills to manage work, education, and life

responsibilities on an ongoing basis.

Our proposed career navigation resources—both in-person and online—are
designed to help workers produce two products in their Career GPS environment.
One is a career plan for immediate implementation that will guide investment in
training and education when needed. The other is the ongoing ability to update
and view one’s human capital assets and the ability to look out into the future and

plan for future asset building and career plan revisions.

Our proposal for a Career Navigation System is designed to be an outgrowth of
the ways in which workers accrue human capital—which is incrementally over
their whole working and learning lives. By using technology to its utmost, we
can help workers optimize their human capital investment to promote success in
work, education, and life. Similar to the parents’ or grandparents’ gift of the sav-

ings bond, these tools provide an asset-based approach to building the future.
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Case study: The value of professional career counseling

A random assignment study by Mathematica Policy Research dem-
onstrates the importance of intensive career counseling services to

job seekers.> The study followed 8,000 customers of One-Stop Career
Centers and sought to evaluate whether guidance from career counsel-
ors had an impact on training and employment outcomes. Researchers
concluded that customers enrolled in training programs that placed
the greatest emphasis on counselor guidance—and the least emphasis
on individual choice—achieved the most cost-effective outcomes,
including higher earnings and a greater likelihood of being employed
in an occupation that matched their training program.

The study showed that participants in a Structured Choice training
model—which offers higher levels of discretion to career coun-
selors—would earn $41,000 more than nonparticipants over the
subsequent 20 years, and the government would save $5,000 per
person through reduced costs of social programs—for a total benefit
of $46,000. The Structured Choice training model enabled career

counselors to design customized training plans with higher caps on
training costs for job seekers who participated in intensive counseling
sessions covering the following topics:

+ High-return training

+ High-wage occupations in demand

- Training options in customer’s selected occupation
- Returns to training for prospective programs

« Feasibility of customer’s training selection

Mathematica’s researchers determined that shifting to higher-value

job training programs with intensive counseling services “could sub-
stantially benefit customers and society as a whole without increas-

ing net government costs, but could increase costs for the workforce
system.”In other words, investing in higher-quality job training with
intensive guidance from professional career counselors is cost effec-
tive and will save taxpayer money in the long run.
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Conclusion

Budgeting for workforce system reform

One of the difficulties in redesigning the workforce system is that existing pro-
grams are funded through a variety of sources—including discretionary appro-
priations, mandatory spending, and the tax code—whose federal purse strings are
spread across multiple congressional committees. Responsibility for authorizing
these programs is also spread across multiple committees. Efforts to reform the
entire workforce system will require cooperation between politicians on both
sides of the aisle, as well as those policymakers in charge of drafting appropria-

tions bills, authorization bills, and tax policy.

Further complicating reform efforts is the ongoing fight over the federal bud-

get. In 2011 Congress passed the Budget Control Act of 2011, which set strict
limits on discretionary appropriations for the next 10 years. It also established a
sequestration process to cut an additional $1.2 trillion over 10 years if Congress
cannot agree on another way to reach that level of savings. But Democrats and
Republicans are far apart in their budgetary priorities, and the impasse is not likely

to be resolved prior to the 2012 election.

So we fully recognize the difficult environment for policy reform. It won’t be easy. But
if policymakers on both sides of the aisle believe their own rhetoric about the impor-
tance of workforce training, there could be a window of opportunity for bipartisan

agreement. In this section we present the ingredients for such a meeting of minds.

Meeting our economic needs

In that context, we would submit that our plan is designed to meet the long-term
needs of an innovation-based economy. Economists estimate that our workforce

is going to experience a shortage of 5 million workers with postsecondary cer-
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tificates and credentials by 2018. In order to close that gap, our education and
training systems need to help an additional 1 million adults earn certificates and

credentials annually.

Therefore, our redesigned workforce system is intended to enroll more than 2.5
million workers in education and training programs leading to associate’s degrees,
technical certificates, and industry-recognized credentials, along with universal
access to career navigation services. The increase in education and training should
result in more than 1 million additional credentials annually—thereby meeting

our long-term economic needs. Here’s how.
Workforce Investment Bank:

* Train 1 million adult workers in sector partnerships
* Train 500,000 adult workers in registered apprenticeships

* Train 1 million adult workers in career pathways and contextualized programs
Career Navigation System:

* Universal access to career navigation services such as skills assessments,

career counseling, and case management

We believe that any plan to reform the workforce system should be judged by
whether it leads to a more skilled workforce. If it does not result in more workers
earning degrees, certificates, and credentials, then it is probably more focused on

eliminating programs than on benefiting workers.

Paying for education and skills training

Funding for education and workforce training should be viewed as a long-term
investment in America’s middle class. Increasing educational attainment will boost

incomes, raise overall employment rates, and drive macroeconomic growth.

Our reform plan would allocate approximately $12.3 billion to the workforce
system annually—primarily by simplifying the federal workforce system and shift-
ing its primary responsibility to human capital development. Nearly $10 billion

of our proposed budget comes from existing workforce programs that would be
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incorporated into a reformed system. We also include President Obama’s proposal
for a Community College to Career Fund. Many of the underlying goals in the
president’s proposal—including community college and industry partnerships

and performance-based funding incentives—coincide with goals in our own plan.

Our plan also incorporates the Lifetime Learning Tax Credit. While reducing existing
programs that support workforce training is not our first choice, we are skeptical that
anonrefundable tax credit that covers only 20 percent of a student’s costs—capped

at $2,000 per year—is the best way to help a disadvantaged, dislocated, or long-term
unemployed worker to enroll in postsecondary education and training. Our view is

supported by a nonpartisan report from the Congressional Budget Office:

Education benefits administered through the tax system are poorly timed
because families must pay tuition and fees before they can claim the benefits on
their tax returns. In contrast, federal spending programs such as the Pell Grant
program are designed to provide assistance when the money is needed—at the
time of enrollment. Further, providing education assistance through various
credits and deductions, each with slightly different eligibility rules and benefit
amounts, makes it difficult for families to determine which tax preferences pro-

vide the most assistance.”’

In addition, a recent report by Education Sector, a nonprofit think tank, high-
lights the fact that education tax credits increasingly go to upper-middle income
families, as opposed to low-income and middle-income families as intended. In
2009, $2.5 billion worth of education tax credits went to families earning less than
$50,000, while $3.9 billion worth of benefits went to families earning between
$100,000 and $180,000. According to author Steve Burd, “All signs suggest that

these trends will continue or even become more acute.”®

Designing a reformed workforce system that lasts

As previously discussed, the Budget Control Act set strict caps on discretionary
spending for the next decade, which means that discretionary spending increases
will be extremely limited for the foreseeable future. Based on recent history—
including three decades of funding atrophy and the 2011 attempt by the House
leadership to cut $4 billion from the workforce system—it is safe to assume that

additional discretionary funds will not be directed to workforce programs.
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Therefore any reform of the workforce system will likely have to be split between
the discretionary and mandatory sides of the budget. Discretionary programs
such as the Employment Service, Workforce Investment Act training programs, or
Adult Education are funded through the annual appropriations process. Funding
levels are determined annually. Mandatory programs such as H-1B training
grants, Trade Adjustment Assistance training funds, and the Trade Adjustment
Assistance Community College and Career Training grant program are funded
through existing laws and do not require annual appropriations. (see budget table

in the Introduction and Summary)

Normally it would be unrealistic to reform the workforce system through the
mandatory side of the ledger since most workforce programs are funded through
annual appropriations. But our reform proposal is a budget-wide plan that
streamlines numerous programs funded through appropriations, while making
significant changes to mandatory programs and tax policy. In our view it would be
inappropriate to eliminate an education and training program on the mandatory
side of the budget (such as H-1B training grants) or an education tax credit, and
then place responsibility for supporting those services on the shoulders of appro-

priators, whose resources are shrinking over time as a share of the federal budget.

In this context, the next year will include a serious discussion about the entire fed-
eral budget—including taxes, spending, and entitlement programs. Opponents of
social programs will push for trillions of dollars in tax breaks that disproportion-
ately flow to the wealthy, while supporters of education programs will hold firm in
support of early childhood education, elementary and secondary education, and
Pell Grants. But we believe that workforce training is an important investment too.
As policymakers spend the next nine months moving trillions of taxpayer dollars
around the federal budget, it will be crucial to have budget negotiators who recog-

nize the need for a strong and efficient workforce system.
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Our workforce system as it is
and as it could be

A comparison of the U.S. workforce system today and under our
proposed reform plan

For the American economy to grow and to rebuild the middle class, the nation
needs a workforce training system that provides all adult workers with the oppor-

tunity to obtain a postsecondary credential with labor-market value.

The reform proposal in this paper places 2.5 million adult workers in high-quality
training programs that lead to degrees, certificates, and credentials. This influx in
training would result in an increase of more than 1 million workers with creden-
tials annually—thereby averting a shortfall of skilled workers that would cripple

future economic growth.

Moreover, our proposed changes to the One-Stop system would enable more work-
ers to access professional career counseling, advising, and coaching, while also tak-
ing advantage of online career management tools to track their progress over time.

This service platform is critical to worker success in today’s chaotic labor market.

We achieved these results by redesigning the workforce system according to
five straightforward principles. Let’s review our reformed system according to

those principles.

1. Most workers need some type of education or skills training beyond high school.
* The existing system is overly reliant on short-term employment services, and
it fails to enroll enough workers in high-quality workforce training,
* Our reform proposal places a higher priority on long-term job training programs

and intensive career counseling services that build human capital over time.
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2. The workforce system should prioritize training partnerships leading to degrees,
certificates, and credentials.
* The existing system has a poor track record of partnering with the business com-
munity to develop high-quality training programs that build long-term skills.
* Our reform proposal outlines five major training strategies—sector partnerships,
registered apprenticeships, “learn and earn” training models, career pathways,
and contextualized instruction—that will lead to more training partnership

models and increased completion of degrees, certificates, and credentials.

3. The workforce system should provide professional career navigation services to
all workers seeking assistance to help them build human capital over time.

* The existing system focuses on core services such as resume assistance, job
listings, job search assistance, and one-day workshops to return unemployed
workers to any available job as quickly as possible.

* Our proposed system highlights the need for career counseling, advising,
and coaching, alongside online tools to help adult workers plan their long-

term careers.

4. The existing workforce system is chronically underfunded.
* The existing system has undergone decades of funding cuts that undermine
its ability to fulfill its mission to workers.
* Our reform proposal invests substantial funds to ensure that workers receive

the workforce training and career navigation services they need.

5. The existing workforce system is unnecessarily complex.
* The existing system includes a multitude of individual programs spread across
a variety of federal departments.
* Our reform proposal streamlines workforce training and career navigation

services into a limited number of programs located in two federal agencies.

All'in all, our reform proposal is a good-faith attempt to build a new workforce
system around the real needs of workers, employers, and regional economies. The
plan embraces public-private partnerships as the most promising training strategy
to develop a skilled workforce and prioritizes long-term human capital develop-
ment as the solution for low-skill workers. It also invests in our middle class while

ensuring the workforce system is simpler and more efficient.

Fortunately these principles and goals are not particularly partisan. Policymakers on

both sides of the political aisle like to highlight workforce training as an important
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tool for economic growth. Progressive policymakers tend to emphasize the benefits
of education and training for individual adult workers, pointing to higher earnings
and other related benefits. Conservative policymakers prefer to focus on the need
for a skilled American workforce to support private-sector businesses. Regardless of

ideology, workforce training is seen as an important part of the solution.

In this paper we have tried to embrace the bipartisan foundation that has supported
the workforce system in the past. In the 1990s, for instance, policymakers set aside
their differences to design a workforce system with a dual customer approach—
serving workers and employers—that was appropriate for the economic circum-
stances. Since then our economy has undergone significant changes, primarily due
to globalization, and it’s once again time for policymakers to see that strengthening

the workforce system is a rare opportunity for genuine bipartisan reform.

We recognize there are still large differences of opinion, and no proposal will
satisfy every desire on both sides of the political spectrum. But we hope the prin-
ciples, policies, and solutions outlined in this plan offer a platform for bipartisan
discussion so we can move forward on a reformed workforce system that works

for individuals, employers, and the nation.

In the months ahead, we look forward to a continued debate about the best ways
to strengthen our middle class, improve economic mobility for all, and grow the

economy for everyone.
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