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The Workforce Investment Act (WIA) authorizes the nation’s federally funded workforce
development system, which provides employment and training services for youth,
dislocated workers, and adults and helps employers find qualified employees. While
authorization for WIA expired in 2003, Congress continues to appropriate funds,
extending the program based on the current statute. The House and the Senate each
passed WIA reauthorization bills during both the 108" and the 109™ Congresses, but the
bills never went to conference, and reauthorization was not completed. As the 110"
Congress turns once again to WIA reauthorization, a new opportunity exists to ensure
that our public workforce system is responsive to the diverse needs of low-wage workers
and low-income populations.

This paper offers recommendations to strengthen the bipartisan Senate WIA bill that
passed in the 109" Congress (HR 27 EAS, which incorporated S 1021), which the Senate
may use as a starting point for a new bill. Title | of the Senate bill included a number of
provisions to improve services for low-wage workers and low-income adults, for example
by increasing services for hard-to-serve populations, modifying the existing performance
management system (which has led to creaming), providing greater access to training,
and supporting the development of career pathway programs and sectoral strategies.
However, we believe that the Senate bill could go even further to improve outcomes for
low-income individuals and low-wage workers. Our recommendations for strengthening
the bill aim to further three critical goals:

1. Expanding access to training for low-income adults,

2. Promoting services for low-wage workers that support retention and advancement,
and

3. Investing WIA funds strategically to help more workers enter high-quality jobs.

Background on the Workforce Investment Act

In 1998, WIA replaced the Job Training Partnership Act (JTPA) as the authorizing
legislation for federally funded job training and employment related services. One of the
goals of WIA was to bring together a fragmented group of workforce development
programs to create a one-stop system in which employers and job seekers could easily
access a wide array of employment and training services. WIA mandated universal access
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to the one-stop system, with sequential eligibility for intensive and training services.
Federal workforce development funds were no longer targeted exclusively toward serving
low-income adults (as they were under JTPA). WIA also emphasized more private sector
involvement in the public workforce system and a dual focus on employer and jobseeker
needs. The law mandated a strong policy role for business-led state and local Workforce
Investment Boards (WIBs) and stronger connections between workforce and economic
development. WIA also promoted customer choice through the use of vouchers to
purchase training.

WIA’s new mandates for universal services, a one-stop system, and a dual customer
focus on both workers and employers were not accompanied by a significant increase in
funding. In fact, U.S. Department of Labor expenditures on training and employment
assistance have suffered cuts that translate into a drop in expenditures per worker from
$63 in 1986 to $35 in 2006, without an adjustment for inflation." The workforce system
has struggled to meet the law’s various requirements, as appropriations have continued to
decrease. Under WIA, training has declined for low-income populations. In addition, at
many one-stop centers there is a lack of expertise and support services available to
individuals facing barriers to employment. A Government Accountability Office (GAO)
report on employer usage of the one-stop system found that one of the factors that hinders
the ability of one-stops to serve employers is the limited number of staff available to
serve business needs.’

CLASP Recommendations

Expand Access to Training for Low-income Adults.

Research shows that education and training can significantly increase earnings for low-
income populations when programs are well designed, of sufficient duration, and linked
to employment opportunities available in the local labor market. A study of welfare
recipients who attended California community colleges found that by the second year out
of school, median annual earnings of women with associate’s degrees were 403 percent
higher than before they entered training.® Two independent evaluations of the job training
program Project Quest, in San Antonio, Texas, found wage gains of between $5,000 and
$7,500 a year for program participants.*

Education and training should be at the center of the nation’s workforce development
system. However, WIA’s new policy emphasis on universal access and multi-tiered
services has led in many areas to a focus on lower-intensity core services, at the expense
of training and skill development. A GAO study found that local workforce boards spend
only about 40 percent of available WIA funds on training for WIA participants.” CLASP
analysis has pointed to a sharp decline in the provision of training following the transition
from JTPA to WIA.

While the number of adults receiving training declined during the transition to WIA,
there has also been a decline in the share of adults receiving training who are low income
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or have barriers to employment.® In 1998, the last full year of the JTPA program, 96
percent of trainees were low income.” This fell to 82.4 percent in 2000, the first full year
of WIéA data, and has continued to decline each year since, falling to 65.5 percent in
2004.

CLASP recommends the following modifications to HR 27 EAS to help expand
access to training for low-income adults:

e Eliminate the sequence of service. After receiving core services, eligible
participants can immediately receive any intensive or training service.

Rationale: Under current law, individuals who qualify for the adult and dislocated
worker programs can access three tiers of services at one-stop centers: (1) core,
which includes basic services, such as job search assistance; (2) intensive, which
includes comprehensive assessment and case management; and (3) training,
which includes occupational skills or on-the-job training. These services are
provided sequentially—meaning that individuals must first receive core services
to gain access to intensive services and must receive both core and intensive
services before accessing training services. Under JTPA, individuals were
assessed for their skill levels and interests and then placed in a job-related
activity.

The adoption of sequential eligibility rules has caused confusion in the field and
delays and denials of services to those who could benefit from them. Many states
and local areas initially interpreted WIA’s sequential requirements to mean that
the system should encourage “work first”—rapid job placement—instead of job
training and a focus on placement only in higher-quality jobs.? Eliminating the
bill’s sequential provisions would send a clear message to the system that WIA is
a training program and not a work-first program, and it would allow local boards
and one-stop centers the flexibility to provide appropriate services to customers in
a timely manner.

e Require states to include the process that the state will use to ensure that
local areas implement the priority system for training services in the state
plan.

Rationale: Under WIA, public assistance recipients and low-income individuals
have priority of service for training when funds are limited. However, the law
does not provide specific guidance on what prioritization involves; and the drops
in training services to low-income adults under WIA suggest that in many places,
it is not being properly implemented. The law requires that “the appropriate local
board and the Governor shall direct the one-stop operators in the local area with
regard to making determinations related to such priority.”*° In order to ensure that
this provision is adhered to, states should include in the state plan the process for
monitoring local areas to make certain priority of service requirements are
implemented.
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Require that local areas requesting approval from the governor for a
transfer of funds between the adult and dislocated worker program that
exceeds 30 percent provide an explanation, subject to public comment, of
how both target populations will be adequately served through the transfer.

Rationale: Under current law, the governor can authorize local areas to transfer
up to 20 percent of funds between the adult and dislocated worker funding
streams.™ The Senate bill increased that amount to 100 percent.*? While it is
important to afford local areas the flexibility to transfer funds, it is also important
to ensure that the populations Congress intended to receive services through each
funding stream actually receive those services.

Requiring that the local area provide a written explanation (subject to public
comment) of how both target populations will be served through a transfer
exceeding 30 percent will result in greater accountability, and it will help ensure
that funds are used in the most appropriate manner.

Direct the Secretary of Labor to award incentive grants to states that have
demonstrated an expansion of access to training for low-income individuals
through the one-stop partner programs.

Rationale: The Senate WIA reauthorization bill directs the Secretary of Labor to
award incentive grants to states that have demonstrated an expansion of access to
training through the one-stop partner programs.** Because of the drop in training
services to low-income adults since the enactment of WIA, Congress should
require that incentive grants target states that successfully expand training
specifically for low-income individuals, to encourage states to increase training
opportunities for this population.

Clarify that WIA funds for training can supplement Pell grants when
necessary.

Rationale: In order to ensure that low-income students can receive the supports
that they need to succeed in training, it is important to make clear to the system
that WIA funds can be used in conjunction with Pell grants. When making
determinations about how much funding an individual needs to participate in
training, caseworkers should take into account the full costs of participation,
including child care, transportation, and wages lost due to a reduction in work
hours.

Allow training to be provided through Individual Training Accounts (ITAS)
or through contract training. Maintain provisions that support customer
choice and ensure that there is an open and fair process for awarding
contracts.

Center for Law and Social Policy

4



Rationale: WIA mandates that training be provided through ITAs and allows for
contract training through the following exceptions: on-the-job training (OJT) or
customized training, when a local area has an insufficient number of eligible
training providers, or for a training program run by a private or community-based
organization that has been demonstrated as effective at serving special
populations with barriers to employment.** The Senate bill adds another
exception, allowing contract training to be used for institutions of higher
education to provide training to multiple individuals in high-demand
occupations.®

The law’s focus on training primarily through ITAs unnecessarily discourages the
use of contract training, which in certain cases may be better suited to the needs of
individuals with barriers to employment. For example, a 2004 evaluation of the
U.S. Department of Labor’s Individual Training Account/Eligible Training
Provider demonstration project found that one of the advantages of purchasing
training on a classroom rather than individual basis is the mutual support that
disloc?ﬁted workers enjoy by participating in training in the same class with

peers.

A GAO report found that although the vast majority of local boards use ITAs,
most have faced challenges in managing their use. Fifty-two percent of local
boards responding to the GAO survey encountered challenges linking ITA
systems to local economic and business strategies.'” Nearly two-thirds of the local
boards reported that the lack of performance data on providers was a challenge,
since it hindered their ability to determine which providers served participants
most effectively.'®

In order to ensure that states and local areas have maximum flexibility to provide
the most appropriate type of training to program participants, WIA should be
amended to allow for training to be provided through ITAs or contract training
whenever necessary. This change will send a message to the system that contract
training is an allowable activity, and it will facilitate the coordination of training
with local economic development strategies and the development of training
programs geared at participants with barriers to employment. It is important that
customers have choice, so we recommend preserving language supporting
customer choice.

Promote Services for Low-wage Workers that Support Retention and

Advancement.

In 2005, 24.5 percent of U.S. workers earned poverty-level wages.'® Workers frequently
are stuck in these low-wage jobs. An analysis of the Survey of Income and Program
Participation found that among prime-age workers (ages 25-54), the probability of
staying in a low-wage job for more than three years is 36.6 percent.”’ In addition to
insufficient pay, low-wage jobs are often characterized by unpredictable hours; a lack of
health benefits, child care, training, and sick leave; and little control over scheduling.?!
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These characteristics make it difficult for low-wage workers to retain employment or
advance to better jobs. For example, without job training, it is difficult for workers to
advance. If workers do not have paid leave or control over their own schedule, any illness
or family emergency can quickly result in job loss. A lack of quality child care also
creates barriers for retention; research shows that the availability of quality child care
helps women to maintain employment.?

The prevalence of low-wage work means that our nation’s job training system must not
only focus on making job placements but also make retention and advancement a central
part of its mission. This will require the system to work on both the supply and demand
sides of the labor market. On the supply side, the workforce system must focus on
connecting workers and job seekers to good jobs, helping incumbent workers build skills
to advance to better jobs, and facilitating the receipt of work supports for low-wage
workers that promote attachment to the labor market. On the demand side, the workforce
system must work with employers to improve job quality and to develop workplace
practices that support retention and advancement.

e Connect workers to good jobs. Research suggests that helping low-income
adults obtain higher-quality jobs than they would find on their own can lead to
better job retention and larger long-term wage growth.?® Thus it is critical that the
nation’s workforce investment system focus on identifying high-wage and high-
quality jobs and on connecting job seekers and low-wage incumbent workers to
these jobs.

e Provide skill upgrading opportunities for low-wage workers. Research shows
that training can increase low-skilled workers’ earnings exponentially and that
increasingly, education and skills are more important determinants of wages than
experience.”* Among the 30 jobs with the most openings, the jobs offering high
wages typically go to workers with degrees or to those who have had significant
on-the-job training through apprenticeships or community colleges.”® Low-wage
workers often have few opportunities to receive training, since employers provide
more training to more-educated workers. Researchers studying employer-
provided training found that “workers with some college were twice as likely as
workers with a high school degree or less to receive employer sponsored training
in 1995, and this gap grew somewhat by 2001 as the percentage of workers with
high school education or less who received training declined.”?® The public
system can collaborate with employers to provide training and skill upgrading
opportunities for low-wage workers.?’

e Help employers implement supportive workplace practices. Low-wage
employers often utilize human resource practices that make it hard for low-wage
workers to advance in a firm. These practices include a lack of training,
outsourcing of lower-skilled work (which removes low-wage jobs from a firm’s
internal labor market), and the breakdown of internal mobility paths.?® However,
there are several human resource practices that can help to retain and advance
low-wage workers. These include creating internal career ladders, offering
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competitive wages and benefits, providing OJT and informal apprenticeships,
linking training to advancement, cross-training employees, implementing a
mentoring program, creating employee stock option plans, developing supervisory
training, offering elder care and/or child care, providing assistance with
transportation, offering an Employee Assistance Plan (EAP), providing flextime,
and providing flexiplace.? These types of improvements benefit businesses by
increasing retention, decreased absenteeism, and increasing productivity.

Focus on retention. Frequent turnover has negative impacts for workers. It
results in lower wages, due to more frequent periods of unemployment, and a lack
of work experience and job tenure, which are associated with increased earnings
over time.*® The workforce system should work with participants after job
placement to promote retention—by providing ongoing career counseling, helping
connect low-wage workers to work supports, and helping workers address barriers
that may affect their ability to keep a job. Some workforce agencies have already
recognized the importance of providing retention services to workers and
employers. For example, the SF Works program provides one year of retention
services (which include online skills upgrading, mentoring, support, brown bag
seminarssl, and professional development planning) to individuals who are placed
in jobs.

If the system focuses on retention, it will be more responsive to the needs of
employers. Turnover is expensive for businesses because of costs associated with
job vacancies; recruiting, hiring, and orienting new employees; and downtime of
new employees as they learn the job. However, many employers do not measure
these costs and therefore do not recognize the positive effects reducing turnover
would have on the bottom line. A study of businesses by the Center for
Workforce Preparation found that only 25 percent of respondents measured the
cost of turnover.*? WIBSs are in a unique position to help businesses recognize the
costs associated with turnover and identify new human resource practices to
reduce it. Working with employers to reduce turnover will also improve the
performance of the workforce area, since retention is a WIA performance
measure.

CLASP recommends the following modifications to HR 27 EAS to promote
retention and advancement for low-wage workers:

Add retention and advancement of low-wage workers to the purposes of
WIA.

Rationale: MDRC—a nonprofit, nonpartisan social policy research
organization—is currently conducting a federally funded demonstration project to
build the capacity of the workforce and welfare systems to provide employment
retention and advancement services. MDRC has found that “most public
workforce development programs offer no—or only very limited—advancement
services to low-wage, incumbent workers and their employers.” To reverse this
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trend, it is important to make retention and advancement one of the purposes of
WIA. This will signal to the system that it must focus on longer-term self-
sufficiency outcomes for workers, provide retention and advancement services to
participants after placement, and conduct outreach to low-wage workers not yet
connected to the system.

Allow business liaisons to provide technical assistance to employers about
how to improve the quality of existing jobs and increase employment
retention.

Rationale: The Senate bill requires local areas to designate a dedicated business
liaison to establish and develop relationships with the business community.** It is
important that, in addition to informing area businesses about services at the one-
stop and helping them access these services, business liaisons work with
employers to improve job quality. For example, the business liaison can provide
technical assistance to employers and information about the benefits of creating
internal career ladders, allowing release time for training, providing OJT,
implementing flexible scheduling, providing paid leave, and improving access to
work supports. This type of technical assistance can help employers improve their
bottom line—employers who implement programs and policies to support low-
wage workers report increased recruitment and retention rates, improved customer
service, increased productivity, and decreased absenteeism.*®

Expand upon the language in the Senate bill that requires one-stops to
provide information about work supports so that it also requires them to
assist customers with the submission of applications for such programs.

Rationale: One-stops should better facilitate connections to work supports, in
order to help low-wage workers and other low-income populations advance and
succeed in the labor market. As increasing numbers of low-income individuals
have entered employment, significant attention has been placed on connecting
low-income workers to work supports (government-funded benefits available to
working individuals or families). Such supports include public benefits (such as
subsidized child care), health care, the earned income tax credit, and other income
supports—all of which can raise family income, address other family needs, and
reduce economic burdens on families. One-stop centers are in a unique position to
connect eligible low-income working adults to these benefits, and some one-stops
have pulled resources together under one roof to make it simpler for individuals to
access work supports. 3 However, facilitating these connections has not been a
clear or universal priority for the one-stop system.

The Senate bill recognizes the importance of connecting low-income workers to
work supports for which they may be eligible. It requires one-stops to include, as
part of core services, referrals to work supports and supportive services.*’
However, one-stops should do more than provide information and referrals—they
should be an access point for low-wage workers to apply for work supports.
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Explicitly state that funds spent on services provided to low-wage workers
under Section 134(d) of WIA (Required Employment and Training
Activities) do not count towards the 10 percent cap on the federal share of
the incumbent worker training program established in the Senate bill.

Rationale: The Senate bill authorizes the use of federal funds for an incumbent
worker training program.® Currently, eligible incumbent workers can receive
intensive and training services under the required activities for adult and
dislocated workers. Adding a paragraph clarifying that the cap on funds used for
the incumbent worker training program is not a cap on training services for
incumbent workers provided through Section 134(d) will ensure that services to
incumbent workers are expanded by the addition of this new program.

Allow funds dedicated to the incumbent worker training program authorized
in the Senate bill to be used to promote advancement for low-wage workers.

Rationale: The incumbent worker training program authorized in the Senate bill is
for “assisting such workers in obtaining the skills necessary to retain employment
or avert layoffs [italics added].”*® Expanding the purpose of this program to
include advancement will ensure that low-wage workers are eligible to receive
training services that will help them move into better jobs. This is an important
addition, since many workers lack the necessary skills to advance to better jobs.

Change the definition of “low-income individual™ to refer to those earning
100 percent or less of the lower living standard income level (LLSIL), to
ensure that more low-income individuals and low-wage workers are eligible
for intensive and training services.

Rationale: Under WIA, the definition of a low-income individual is an individual
who has not received (or is not part of a family that has received) an income that
exceeds the poverty line or 70 percent of the LLSIL during the six-month period
prior to his or her request for services.* The law mandates that the Secretary of
Labor annually determine the LLISL, which is defined as “that income level
(adjusted for regional, metropolitan, urban, and rural differences and family size)
determined annually by the Secretary based on the most recent lower living
family budget issued by the Secretary.”*! Expanding the qualifying percentage of
the LLSIL from 70 to 100 percent will result in more low-wage workers being
eligible for services.

Require state and local areas to include in the state and local plans detailed
information about strategies that will be used to make one-stop services more
accessible to low-wage workers.

Rationale: Research shows that many low-wage workers are not aware of the
public employment and training services available to them or do not know how to
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access them. A 2003 survey of low-wage workers found that although many
workers are interested in receiving more education and training, many are not
taking advantage of the public resources available. The survey researchers
concluded that workers are not accessing training services because “three barriers
are at play: lack of awareness of public resources, lack of confidence in public
resources, and, to a lesser extent, lack of access to public resources.”*? Therefore,
it is important for states and local areas to have strategies in place to engage low-
wage workers. Many one-stops are open only during regular business hours,
limiting access to services for many low-wage workers. Requiring state and local
areas to provide detailed information about how one-stop services will be made
accessible to low-wage workers will ensure that WIBs make policy changes to
increase access for this population. Changes could include modifying the hours of
operation to enable working adults to access services during non-work time, along
with doing outreach and providing services at job sites.

Target WIA Funds Strategically.

Over the past decade, the public workforce system has rightly moved to a more demand-
driven system, in order to increase training programs’ relevance and responsiveness to
labor market requirements and thus to better serve the needs of employers and workers.
Developing a workforce system that can meet employer needs is critical to helping
workers succeed in the labor market; however, it is important that limited WIA funds be
used strategically to support employers who provide good jobs. Several WIBs have
designed creative ways to do this. One is to require that employers who benefit from
WIA training investments provide employment opportunities that meet certain state or
locally defined job quality standards. Such standards might include certain wage levels,
availability of benefits (such as healthcare, paid leave, or retirement plans), reliable
hours, workplace training, opportunities for advancement, and release time for training.

CLASP recommends the following modifications to HR 27 EAS, to ensure that the
system invests WIA funds strategically to help more workers enter high-quality
jobs:

e Require the inclusion of job quality standards in the development of OJT,
customized training, and incumbent worker training contracts.

Rationale: Under WIA, some WIBs have developed rating schemes for employers
and grant OJT contracts only to employers who meet certain job quality
standards.*® Requiring all local boards to include job quality standards in OJT and
customized training contracts would ensure that limited funds are targeted at good
employers and that taxpayer investments do not support low-paying, low-quality
jobs.

e When WIA funds are being used for economic development purposes,
require WIBs to collaborate with economic development entities to establish
job quality standards.
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Rationale: The Senate bill eliminates the current law’s prohibition on using WIA
funds for economic development activities.** Therefore, it is critical to ensure that
when WIA funds are used for such purposes, investments are targeted at high-
quality jobs. It is becoming more common in the field of economic development
to attach such standards. A research report by Good Jobs First found that as of
2003, at least 43 states, 41 cities, and five counties had job quality standards in
place for economic development subsidies. While the most common job quality
standards were wage standards and health benefit requirements, many
jurisdictions also had requirements that jobs be permanent and full-time and that
they have training and career advancement opportunities, paid sick leave, and/or
vacation and personal leave.®

e When WIA funds are being used for economic development activities,
require state and local WIBs and economic development authorities to have
formal agreements in place that specify how low-income individuals will be
trained for and have equitable access to jobs created.

Rationale: A study of cluster-based development—which has become the
organizing framework for much economic development work—found that it in
most cluster-based initiatives, equity is not a big concern.*® WIA Title | Adult
funds have been designated by Congress to serve low-income individuals, and it
is important that these individuals have access to jobs being created through WIA
funds. When WIA funds are used for economic development, WIBs should be
required to demonstrate that this will be the case.

CLASP believes that the recommendations outlined above will help to ensure that the
Senate bill passed in the 109™ Congress is more responsive to the diverse employment
and training needs of low-wage workers and low-income individuals, by ensuring that
they can more easily access training, are placed in high-quality jobs, and are provided
with retention and advancement services. Our recommendations will also help to ensure
that limited WIA funds support high-quality employers and that the system helps
employers, when possible, to utilize human resource practices that benefit both the
business and the worker. As we confront the challenges of globalization, it is more
important than ever to have a strong workforce development system that supports
employers and helps low-income and low-wage workers build the skills necessary to
succeed and compete.

The legislative language for these recommendations is available at
http://www.clasp.org/publications/wia_title i_senate leg_language.pdf.
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